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To Professor Elzbieta Kawecka-Wyrzykowska

pedy f’”/-essar

This year’s report, Poland in the European Union, is a publication of exceptional
importance for Poland, its citizens, its economy and public finances, as well as for
the perception of the role that Poland plays within the family of European states and
societies. Its publication comes at a time when, not only in Poland but throughout
Europe and beyond, an extensive debate is taking place on issues such as the shape
of the European community, its direct and indirect impact on economic and political
processes, the common budget and its influence on the budgets of EU member
states, the development of law and questions relating to the rule of law, migration
challenges, sustainable development and defence policy. The report constitutes an
important contribution to this debate and has the potential to become an impetus
for even more intensive reflection, the initiation of further research projects, the
shaping of specific governmental decisions, and the stimulation of activity within
economic circles.

Without the slightest doubt, the SGH Warsaw School of Economics is a leading centre
of serious reflection on these issues, and among those particularly active in this field,
many mention you, Professor, first and foremost. Consequently, this year’s report is
not only another document serving the cause of Poland’s close integration with the
European Union but above all a tribute to you, Professor, to your multidimensional
achievements, and to the encouragement you have given to a wide circle of collaborators
to undertake European issues. Through your inspiration, entire teams have engaged
with specific segments of this broad and multifaceted field of research.

www.sghwaw.pl  SGH Warsaw School of Economics, al. Niepodleglosci 162, 02-554 Warsaw, Poland,
phone: +48 22 564 98 26, rektorat@sgh.waw.pl



Letter from Rector of SGH Piotr Wachowiak to Professor Elzbieta Kawecka-Wyrzykowska

Both the subject matter of the report — which is in fact a monograph dedicated to
you — and the nationwide academic conference entitled Poland in the European
Union. Report 2026, planned for the autumn as part of the celebrations marking
the 120" anniversary of the SGH Warsaw School of Economics, will constitute an
important contribution by the academic community to the debate currently taking
place in Poland.

I should therefore like to take this opportunity to extend to you, Professor, my
warmest congratulations. I would also like to acknowledge your outstanding
contribution to the promotion and advancement of European integration, your
scholarly, expert and advisory achievements, your devoted service in public life, as
well as your dedication of nearly an entire lifetime to our home University. Please
accept my warmest wishes for the well-deserved pride and satisfaction arising from
your achievements in every sphere of your activity.

I wish you, Professor, happiness and every prosperity in your personal life.

With highest regards and appreciation

Piotr Wachowiak
Associate Professor
Rector of the SGH Warsaw School of Economics

www.sghwaw.pl  SGH Warsaw School of Economics, al. Niepodleglosci 162, 02-554 Warsaw, Poland,
phone: +48 22 564 98 26, rektorat@sgh.waw.pl



FOREWORD
BY FORMER RECTOR OF SGH
ADAM BUDNIKOWGSKI

It would be a challenge to identify a European economist whose academic career
is more intimately linked to European economic integration than that of Professor
Elzbieta Kawecka-Wyrzykowska. To me, she has been not only a fellow scholar but
also a good friend. We even shared a doctoral supervisor.

Elzbieta has never ceased to be thoroughly Polish despite feeling thoroughly
European. This naturally brought her European integration scholarship closer
to economic and political transformation that has shaped our country within the
European economic nexus. Also, Elzbieta’s life overlapped with that of Europe’s
integration. She was born two years following the establishment of the Organisation
for European Economic Co-operation (OEEC), which coordinated American aid
to war-ravaged Europe. Her birth also came two years prior to the inception of the
European Coal and Steel Community. By the time the Treaty of Rome was inked,
Elzbieta was already in second grade. Even if she had lived within the then emerging
EEC, at such a young age she would not have perceived the essence of strengthening
economic ties all around her. If she were Dutch or Belgian, she might have heard
her parents’ stories about the overseas origin of milk powder or chocolate. A few
years later, she would have learned at school about the benefits of trade stemming
from budding integration. And coming of age, she would have appreciated the ease
of crossing borders with just an ID card.

However, all these benefits were out of reach for a girl growing up in Poland.
Her home country was not a party to those agreements. Despite enormous war
losses, Poland ultimately refused American aid under the Marshall Plan. Neither
did the country join the European Coal and Steel Community, notwithstanding
its global heft in coal extraction. When the EEC came to life in 1958, Poland,
Czechoslovakia and Hungary — all part of the European civilisation for centuries —
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were absent at its creation. You could argue that, unlike France, Poland was
not ready for a historical reconciliation with Germany just a few years after the
war. Such a rapprochement formed the ideological bedrock of European integration
at the time. As the nationwide debate following the Polish bishops’ letter to their
German counterparts in 1965 showed, the majority of Poles did not embrace
the reconciliation idea even twenty years after the war. Perhaps the brutality of
German occupation did play a role.

Ultimately, Poland’s absence inside the fledgling EEC lay in post-war politics.
The country inherited an externally imposed undemocratic political system alongside
an inefficient centrally planned economy. In and of itself, Poland could not partake
in western European integration. Equally importantly, Elzbieta’s Poland could
not pursue independent foreign policy. By way of example, comparing Poland and
Japan at that time, you could say that it is better to lose a war in good company than
to win one in lousy company.

The years that followed did not narrow the gap in living standards between
Elzbieta’s generations and those of Western Europe. If there was any consolation
amidst the grey reality of everyday existence, it lay in Poland being ‘the merriest
barracks in the Soviet camp’. A number of mundane factors explained this fortuitous
happenstance. They included easier access to foreign print and audiovisual media,
relatively greater freedom of foreign travel, and milder censorship. In the context
of this year’s 57" anniversary of the first crewed landing on the moon, it is worth
recalling that in this part of Europe only Poles could watch the live broadcast feed
of this historic event. Elzbieta joined her western European peers in rejoicing at
humankind’s momentous achievement.

Another milestone brought Elzbieta’s life closer to European integration in the
mid-1960s. In 1967, she took up graduate education at the Faculty of Foreign Trade
of the Main School of Planning and Statistics (SGPiS), a specialised business school
based in Warsaw. I venture to claim hagiographically that she chose economics
knowing full well that it would allow her to research European integration in the
future. Based on my own and others’ experience, I dare say that choosing this
particular faculty owed to the presence of the adjective ‘foreign’ in its name. Those
opting to major in international economics could master three foreign languages,
which eased access to much-desired foreign travel.

Poland’s economics canon stood somewhat apart in the 1960s and 1970s from the
one taught in the rest of the communist bloc. Even though syllabuses did not quite
follow the curricula developed in American or Western European colleges, Polish
students could get a decent grasp of economic analysis. By comparison, textbooks
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circulating at the time in the Soviet Union or East Germany could spark some
amusement, such was the gap in serious scholarship. Significantly, some professors
did not refrain from speaking up on controversial topics. For example, shortcomings
of economic integration within Comecon were at times frankly articulated. In public,
such discussion fell short of claiming explicitly that centrally planned economies
could not really support economic integration.

Presumably, it was during her course of study and subsequent research work at
the university that Elzbieta absorbed the foundations of integration theories. It may
have happened during lectures on international economic relations. This catchphrase
contained what is commonly understood as international economics.

During school and subsequent academic career, Elzbieta was undoubtedly aware
of inefficiencies and, at times, criminal nature of the political system prevailing
in Poland and our part of Europe. In 1956, aged six and living in a remote area
of Mazovia far away from Hungary and Poznan, she could not have grasped yet
the significance of bloody crackdowns taking place there amid anti-communist
resistance. But she must have been an observant witness to momentous events
that unfolded in Poland later, notably in 1968, 1970, 1976, 1978 (election of John
Paul IT), 1980 and 1981.

The imposition of martial law in the early 1980s ushered in a lost decade for the
entire generation of Elzbieta’s peers. The double whammy of economic deprivation
on one hand, and a widening gap with the developed West on another, hurt badly.
The pain became more apparent when economic integration within Western Europe
proceeded apace. Poles looked on enviously as Greece, Spain and Portugal acceded
to the EEC — all countries previously barred from the organisation for running
undemocratic regimes. Then, in 1995, the European Council’s Madrid summit took
ancillary steps toward an economic and monetary union.

The 1980s also marked a decade of mass emigration of Poles. Elzbieta, however,
stayed put and took up a full-time academic post at SGPiS. Nor did she choose
to emigrate ‘internally’, opting instead to double down on research and teaching
while picking up en route a few visiting appointments. Her research output at that
time focused on foundational tenets of integration. Along the way she co-authored
textbooks on international economics and trade policy. This achievement was so
copious that it earned her the appointment to associate professorship (habilitacja)
followed shortly thereafter by full university professorship, all within a bit over half
a decade’s time.

The real breakthrough for Elzbieta, as for most of her fellow countrymen,
came in 1989 with the collapse of communism in Poland. The time marked the

13
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transition to a market economy with its attendant reforms. The latter were
spearheaded by Leszek Balcerowicz, her fellow scholar at the Institute and future
deputy prime minister and central bank governor. Poland began catching up,
not least in staffing international organisations from which it had been previously
excluded. Rejoining the IMF had already happened earlier (1986), followed by
formal accessions to GATT and NATO. Perhaps the most salient of them all was
the 1991 association agreement with the European Communities (EC), barely
two years into the transition period.

The last decade of the previous century and the first one of this century also
marked Elzbieta’s greatest scholarly output. First, negotiations with GATT in the
1990s greatly benefited from her advice. Then, she generously shared her knowledge
in the run-up to the association agreement with the EC. On an even larger scale,
Elzbieta became involved in an effort which ultimately resulted in Poland joining
the EU in 2004. During the years leading up to accession, she served on important
advisory bodies, both at the university and within the public sector. Her publications
on the subject were often cited in economic literature and her voice carried widely
in scholarly promotion procedures.

A book’s foreword is not the appropriate place to document Elzbieta’s scientific
output. Nonetheless, two missing facts, one from a Wikipedia entry and the other
from the Jubilarian’s official CV, need to be mentioned.

First, Elzbieta supervised almost two dozen doctoral students, then guided
them through their habilitation procedures. Along the way, she launched numerous
postgraduate courses and managed research projects. All of this helped Elzbieta
create her own school, probably one of the best such research centres on European
integration in Poland. To this day, her research plays a vital role in generating
public awareness of the EU’s importance for the country. Elzbieta’s success in this
field earned her an EU-funded Jean Monet Chair, and then the ad personam Jean
Monnet Chair.

Second, while Elzbieta has always been a leading Polish scholar of economic
integration, she never aspired to nationwide stardom in the field. She did not seek the
limelight, nor did she flood the media with repetitive interviews. Perhaps her modest
upbringing away from metropolitan prep academies and storied grad schools, such
as Oxford, HEC or MGIMO (Moscow State Institute of International Relations),
fostered this humility. She accomplished as much as she did through hard work,
not through back-door politicking.

Finally, paraphrasing the well-known adage of John F. Kennedy, we can say
that for decades Elzbieta has done more for the EU than the latter has done for her.
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Given the Jubilarian’s modesty and her contagious uplifting spirit, it can be said,
toutes proportions gardées, that she holds the same significant place in the world of
ideas shaping European economic integration as Anna Walentynowicz did for the

Solidarity movement.

Professor Adam Budnikowski
Former Rector of the SGH Warsaw School of Economics






FOREWORD BY DEAN
MARIUSZ PROCHNIAK

The book Poland in the European Union. Report 2026 constitutes a comprehensive
contribution to the ongoing scholarly debate on the dynamics of European integration
and Poland’s role within the European Union. It is the sixth edition of the Poland
in the European Union. Report series published by the Department of European
Integration and Legal Studies, Collegium of World Economy, SGH Warsaw School
of Economics since 2021.

I would like to express my gratitude and thanks to Professor Adam A. Ambroziak
for the initiative he undertook almost six years ago when he took over as Head of
the Department of European Integration and Legal Studies and decided to prepare
the reports on Poland’s role in the EU. Since then, the reports have been published
systematically on an annual basis. They bring together a diverse set of perspectives
addressing key economic, institutional, legal and social dimensions of Poland’s EU
membership, reflecting both the complexity and the evolving nature of integration
processes. Each year, the reports Poland in the European Union highly contribute to
our better knowledge and understanding of various aspects of Poland’s membership
in the EU.

There are two distinguishing features of this edition of the Report that I would
like to highlight. On the one hand, the 2026 Report offers an in-depth examination
of current challenges facing the European Union and Poland — from the future of
the EU budget and industrial policy, through digital regulation and migration, to
capital markets and global trade relations. On the other hand, the volume serves
as a scholarly tribute to Professor Elzbieta Kawecka-Wyrzykowska, former head
of the Department of European Integration and Legal Studies and the best Polish
specialist in the issues of economic integration in Europe. Outstanding academic
achievements of Professor Kawecka-Wyrzykowska have had a seminal impact on
research into European integration in Poland and beyond. The contributions included
in this book not only address contemporary issues but also draw inspiration from

17



Foreword by Dean Mariusz Préchniak

her intellectual legacy, demonstrating the continued relevance of her analytical
approaches and research agenda.

This book is intended for a wide readership, including academics, policymakers,
students and all those interested in the economic and institutional development
of the European Union. Not only does it provide a detailed account of current
developments but also a foundation for further research and discussion on the future
of Poland and the whole European Union.

T hope that this book will contribute to a better understanding of the opportunities
and challenges associated with EU membership and will inspire continued reflection
on the direction of European integration in the coming years.

Professor Mariusz Prochniak
Dean of the Collegium of World Economy
SGH Warsaw School of Economics



FOREWORD
BY HEAD OF DEPARTMENT
ADAM A. AMBROZIAK

Far from being a farewell, this text is a celebration of Professor Elzbieta Kawecka-
Wyrzykowska’s time with the Department of European Integration and Legal
Studies at the SGH Warsaw School of Economics. T am delighted to showcase the
remarkable dedication Professor Kawecka-Wyrzykowska has shown to her teaching,
research and organisational efforts.

I had the honour of meeting Professor Kawecka-Wyrzykowska during my
second year of study at the SGH Warsaw School of Economics in 1992—1993. At
that time, she taught courses such as ‘International Economics’, ‘European Political
and Economic Integration’, ‘Poland’s Association with the European Communities’,
and ‘Poland’s Relations with Selected Countries/Regions: Poland and the European
Union’. I remember those days as a journey into what seemed to be an unknown and
unattainable realm of European freedom, prosperity and economic cooperation. I never
even dreamed Poland would one day become part of the European Union. However,
the Professor’s portrayal of the achievements of the European Communities and
later the European Union, did not so much convince as inspire me to work towards
Poland’s EU membership.

Staying on the topic of teaching, over the years, Professor E. Kawecka-
Wyrzykowska developed a wide range of courses on European economic integration
at the SGH Warsaw School of Economics. These courses are still being developed
and expanded by the Department of European Integration and Legal Studies by
Professor Artur Nowak-Far, Professor Michatl Schwabe, Doctor Marzenna Blaszczuk-
Zawila, Doctor Tomasz Grzybowski and Doctor Dariusz Mongiato and my humble
person now serving as Head of the Department. One of Professor Kawecka-
Wyrzykowska’s major achievements was the incorporation of ‘European Integration’
as a compulsory module into the core subjects offered on the undergraduate

19
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programme at the SGH Warsaw School of Economics. From today’s perspective, it
is clear just how wise and far-sighted this decision was. After more than 20 years of
EU membership, awareness of the consequences of Poland’s EU membership remains
quite low among young Poles, while calls for ‘Polexit’ are becoming increasingly
common in public debate. In this context, the courses on ‘Financial Policy of the EU’
and ‘Economic Policies of the European Union’, taught by the Professor in recent
years, are worth highlighting, as they enable young people to understand the real
effects of Poland’s presence in the EU. It is also important to note that the Professor
has invariably offered a nuanced perspective, addressing both the positive and
negative consequences of European integration. The Professor deserves huge praise
for this, as SGH alumni, now mature adults, highlight the clarity of her lectures, her
thoroughness in preparing and conducting classes, her openness to discussion and
her acceptance of other viewpoints, provided they are supported by sound reasoning.

I would like to emphasise that, in her teaching at the SGH Warsaw School
of Economics, the Professor has always been guided by the fundamental values of
ateacher: imparting knowledge truthfully and respecting her listeners, students and
doctoral candidates. She has sought to instil these values in her students, among
whom I count myself, who strive to live up to their mentor. This is a particularly
significant achievement, given how difficult it is to persuade young people to seek the
truth when half-truths are easier and more convenient. During her career at SGH,
Professor Elzbieta Kawecka-Wyrzykowska has supervised numerous undergraduate
and postgraduate theses and 19 doctoral dissertations. It is a great honour for me
to be among those fortunate individuals.

In the early 1990s, everyone in Poland looking for information on the current
state of affairs and broader knowledge on European Integration relied on Professor
Kawecka-Wyrzykowska’s well-researched studies on the European Communities
and later the European Union. These included:

* Kawecka-Wyrzykowska, E., Synowiec, E. (1993). Wspolnoty Europejskie.
Stowarzyszenie Polski ze Wspolnotami Europejskimi. Warsaw: Instytut Koniunktur
i Cen Handlu Zagranicznego.

Kawecka-Wyrzykowska, E., Synowiec, E. (1996). Unia Europejska. Integracja Polski
z Uniq Europejskq. Warsaw: Instytut Koniunktur i Cen Handlu Zagranicznego.
*  Kawecka-Wyrzykowska, E. (1999). Polska w drodze do Unii Europejskiej. Warsaw:

PWE.

* Kawecka-Wyrzykowska, E., Synowiec, E. (Eds.) (2004). Unia Europejska. Warsaw:

Instytut Koniunktur i Cen Handlu Zagranicznego.
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" Kawecka-Wyrzykowska, E., Synowiec, E. (Eds.) (2004). Polska w Unii Europejskiej.
Warsaw: Instytut Koniunktur i Cen Handlu Zagranicznego.

In the years that followed, we were able to learn from textbooks co-authored
by the Professor:

" Barcz, J., Kawecka-Wyrzykowska, E., Michalowska-Gorywoda, K. (2007).
Integracja Europejska. Warsaw: Wolters Kluwer.

* Barcz, J., Kawecka-Wyrzykowska, E., Michalowska-Gorywoda, K. (2012).
Integracja europejska w Swietle Traktatu z Lizbony. Warsaw: PWE.

* Barcz, J., Kawecka-Wyrzykowska, E., Michalowska-Gorywoda, K. (2016).
Integracja europejska w okresie przemian. Aspekty ekonomiczne. Warsaw: PWE.

*  Kawecka-Wyrzykowska, E., Mucha-Leszko, B. (2025). Integracja europejska
w teorii i w praktyce: korzysci i wyzwania cztonkostwa Polski w Unii Europejskiej.
Warsaw: PWE.

Amongst her other numerous academic commitments, in recent years, Professor
Kawecka-Wyrzykowska has made a significant contribution to the annual development
of the monograph Poland in the European Union. Report, prepared by the Department
of Integration and Legal Studies at the SGH Warsaw School of Economics:

* Kawecka-Wyrzykowska, E. (2021). Changes in the System of Own Resources of
the EU Budget After 2021: Implications for Poland. In: Poland in the European
Union. Report 2021 (pp. 73-95), A.A. Ambroziak (Ed.). Warsaw: SGH Publishing
House.

* Kawecka-Wyrzykowska, E. (2022). Proposal for the EU Carbon Border
Adjustment Mechanism as an Instrument of the European Green Deal: Possible
Implications for Poland. In: Poland in the European Union: Report 2022 (pp. 11-38),
A.A. Ambroziak (Ed.). Warsaw: SGH Publishing House.

* Kawecka-Wyrzykowska, E. (2023). Poland’s Settlements with the European
Union Budget from May 2004 till the End of 2022, and Funds Available from
2021 to 2027. In: Poland in the European Union: Report 2023 (pp. 123-41),
A.A. Ambroziak (Ed.). Warsaw: SGH Publishing House.

* Kawecka-Wyrzykowska, E. (2024). Changes in Poland’s Foreign Trade after
Accession to the European Union. In: Poland in the European Union: 20 Years of
Membership: Experiences and Foresights: Report 2024 (pp. 19-59), A.A. Ambroziak
(Ed.). Warsaw: SGH Publishing House.

* Kawecka-Wyrzykowska, E. (2025). Can Poland Afford the Energy Transition?
In: Poland in the European Union: Report 2025 (pp. 63—85), A.A. Ambroziak
(Ed.). Warsaw: SGH Publishing House.

21
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* Kawecka-Wyrzykowska, E. (2026). EU Budget Financing for 2028—-2034:
Implications for Poland. In: Poland in the European Union: Report 2026,
A.A. Ambroziak (Ed.). Warsaw: SGH Publishing House.

In addition to this, Professor Elzbieta Kawecka-Wyrzykowska has published
nearly three hundred insightful articles, chapters in academic monographs, books, as
well as dozens of expert reports for the Polish government and parliament. It is worth
noting that all of the Professor’s works are distinguished by their rigorous, reliable
argumentation but above all by their innovative approach to the topics tackled. It
is worth emphasising that she does not shy away from difficult areas of European
integration, whether economic, social or political. At the same time, her published
texts are characterised by clarity that allows every reader to familiarise themselves
with the subject matter under consideration and the Professor’s proposed opinion.
They are also encouraged to form their own opinion based on the presented facts. Her
skilfully rendered conclusions and recommendations enable readers to develop their
own views. This has made the Professor a leading author of academic publications
on European integration and Poland’s membership of the European Union for the
past thirty years.

In the context of my academic work, I would like to raise one more important
point. Whenever I had doubts about my own research paper, I would politely ask
Professor Kawecka-Wyrzykowska to read it and make her comments. This peer
review within the department has always been, and T hope will continue to be,
avital part of the academic development and publication processes. The Professor’s
comments have always been relevant and to the point.

Moving on to organisational activities, what must be mentioned is the establishment
of the first unit at the SGH Warsaw School of Economics dedicated to European
integration in 1997. It was created by Professor Kawecka-Wyrzykowska, who headed
the Jean Monnet Chair of European Integration within the Collegium of World
Economy until January 2020, and later the Department of European Integration
and Legal Studies at SGH.

The Professor’s numerous lectures and publications on European integration,
combined with her active practical involvement in the integration processes at the
level of Polish public administration and the Polish parliament, led to the European
Commission awarding her the title of Jean Monnet Chairholder in 1997. Ten years
later, she was awarded the Ad Personam Jean Monnet Chair. Between 1995 and
2014, the Professor organised 13 academic conferences, the last two of which were
held in collaboration with other departments at the Collegium of World Economy,
SGH Warsaw School of Economics. When I took over leadership of the department
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in 2020, I decided to revive this fine tradition. For the past six years, the Department
of European Integration and Legal Studies at the SGH Warsaw School of Economics
has held nationwide academic conferences entitled ‘Poland in the European Union’,
during which we have promoted our annual monograph report.

I sincerely hope that Professor Elzbieta Kawecka-Wyrzykowska will continue
to support us within the Department of European Integration and Legal Studies at
the SGH Warsaw School of Economics with her experience, knowledge and kind
encouragement.

Adam A. Ambroziak

Associate Professor

Head of the Department of European Integration
and Legal Studies

SGH Warsaw School of Economics






INTRODUCTION

Poland in the European Union: Report 2026 is an annual academic publication
prepared by the Department of European Integration and Legal Studies at the
Collegium of World Economy, SGH Warsaw School of Economics. As in previous
years, this volume examines issues that we consider most relevant to Poland’s
integration with the EU.

Chapter 1, ‘EU Budget Financing in 2028—2034: Implications for Poland’,
by Elzbieta Kawecka-Wyrzykowska, focuses on the draft Multiannual Financial
Framework (MFF) for 2028, which the European Commission presented in July
2025. Compared with the current arrangements, the draft proposes significant
broadening of the range of EU own resources. The chapter summarises the proposals,
assesses their prospects of being adopted and explains what they would mean for the
overall level of EU budget revenue. It also highlights the possible implications for
Poland: estimates how Poland’s contribution to the EU budget might change and
looks at prospective knock-on effects for the national public finances. In essence,
the Commission’s package does not introduce genuine EU-level taxes, independent
of national systems, that would move the Union away from the juste retour (fair
return) mindset. Given the EU’s very limited tax competences and the unanimity
requirement for tax changes, member states are unlikely to agree to tax instruments
to finance the EU budget. Any significant shift towards EU-level taxation would
require Treaty change.

Chapter 2, ‘Poland and the Sustainable Development Goals’, by Marzenna
Blaszczuk-Zawila, assesses Poland’s performance on the SDGs, compares them with
results of other EU member states, and presents prospects for their achievement. The
analysis shows progress across the environmental, social and economic dimensions
of sustainable development. It suggests that Poland performs relatively well
in relation to other EU countries. Its score has improved over time and the gap
with the frontrunner, Finland, has narrowed. That said, Poland still faces major
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challenges on several goals. Overall, it is moving in the right direction, but current
efforts remain insufficient.

In Chapter 3, The New Approach to EU Industrial Policy. The Case of The Net-
Zero Industry Act and Potential Consequences for Poland’, Adam A. Ambroziak
delves into a new EU instrument intended to make the Union a more attractive
destination for investment in clean technologies. The chapter identifies which
elements of the new state aid framework are favourable to countries such as Poland
and which may prove disadvantageous. It outlines the regulatory framework, with
particular attention to the rules on permissible funding. To show how the approach
to investment support has shifted, the new state aid rules are compared with existing
regional aid schemes. These acts should be seen as another instrument of EU industrial
policy, implemented by the European Commission with the support of the member
states. Financing, however, is a separate matter: from Poland’s perspective, it raises
serious concerns about maintaining a level playing field in the single market. This
applies not only to less-developed regions but also to individual member states,
including Poland, especially where ‘matching aid’ allows approval of individual aid
up to the level of a subsidy offered elsewhere in the world.

In Chapter 4, entitled ‘NIS 2 Directive and its Implementation in European
Union Member States’, Artur Nowak-Far analyses the implementation of the NIS
2 Directive already completed in Croatia, Finland, Slovakia, Hungary and Italy,
and the bills still in the legislative pipeline in Austria, Ireland and Germany. These
legislative models show marked differences in how the Directive is transposed. One
clear source of differences is the extent to which measures derived from the 5G
Toolbox have been written into national law, and the extent to which lawmakers
have chosen to go beyond the Directive’s minimum standards. Across the countries
examined, there is a cautious approach to additional national measures that would
interfere with freedom to choose technologies and suppliers for digital services. The
most common approach is to anchor restrictive measures in EU-level instruments (for
example, decisions) and in decisions adopted through coordinated EU procedures.
Accordingly, the national measures analysed reflect the principle of technological
neutrality, including in relation to the ‘essential’ and ‘important’ entities defined
by the Directive.

In Chapter 5, ‘The EU Internal Market in the Case-Law of Polish Administrative
Courts’, Tomasz Grzybowski explores how the fundamental freedoms set out in EU
primary law shape judicial practice in administrative cases. He shows how the
national legal order is aligned with EU law at an operational level — in the day-to-
day application of administrative law in matters relating to the EU Single Market.
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The meaning and scope of these freedoms have been developed through judicial
dialogue between national courts and the Court of Justice. A common thread in that
dialogue, and a key tool for interpreting and giving practical effect to the Treaties’
fundamental freedoms, is the principle of proportionality — a cornerstone of the
European legal order and a hallmark of judicial decision-making. While being open-
textured, proportionality has discernible theoretical contours that guide courts when
balancing competing values and principles to advance the objectives of the single
market. A review of administrative case-law suggests that Polish administrative
courts treat the single market as a value in its own right, alongside the fundamental
freedoms, with proportionality serving as the means of realising these values in public
law and administrative decision-making.

In Chapter 6, ‘Migration Dynamics in the New EU Member States Since
2004: Poland in Comparative Perspective’, Michal Schwabe charts the evolution
of migration patterns — from state-restricted emigration under socialism, through
the large-scale labour outflows that followed the systemic transition and EU
accession, to the rising immigration observed since 2010, a trend intensified by the
war in Ukraine. The chapter also compares the countries that joined from 2004
onwards, with particular attention to Malta and Cyprus. It sets out the pre-accession
background, the decade leading up to the pandemic, and the period since Russia’s
2022 invasion of Ukraine. The findings indicate an increase in labour mobility after
enlargement, with Poland and Romania being the main countries of origin in the
immediate post-accession years. In the subsequent decade, as economic conditions
improved, Central and Eastern European countries saw emigration decline and
immigration rise. Russia’s war against Ukraine has precipitated an unprecedented
wave of forced migration. Overall, the analysis points to a fundamental shift across
the region — from net emigration to net immigration — and underscores the need
for effective integration policies that can turn migration pressures into a driver
of development.

In Chapter 7, ‘India as a Partner of the European Union in Trade in Services
and Poland’s Position’, Dariusz Mongialo assesses India’s significance as an EU
partner in trade in services in 2020—2024, with particular reference to Poland. The
chapter examines the EU’s trade balance, India’s share in the EU’s services trade and
the dynamics of bilateral flows. It overviews the sectoral structure of EU services
exports to and imports from India and gauges the EU’s and India’s competitive
positions in global services markets. A separate comparison is drawn between India
and Poland. The analytical tools include year-on-year growth rates, the compound
annual growth rate (CAGR) and a mapping technique based on the revealed symmetric

27



Introduction

28

comparative advantage (RSCA) and net exports (NX) indices. The results indicate
that India played only a limited role as the EU’s services trading partner during
2020-2024. The EU and India occupied different competitive positions in global
services markets in 2024, and the importance of access to the Indian market varied
across member states. Poland was not among the leading EU exporters or importers
of services to or from India. These findings are pertinent in the context of the ongoing
EU-India free-trade agreement negotiations.

& %k ok

To foster closer cooperation with other research centres, we invited four
distinguished specialists from the Wroctaw University of Economics and Business,
the University of Gdansk and the University of Lodz, as well as Adam A. Ambroziak’s
recently graduated doctoral student, to contribute to this report. This enabled us to
expand the scope of the report on Poland in the European Union in the following
chapters.

In Chapter 8, ‘The significance of the European Union’s Autonomy in Outer
Space for Security and Defence: A Polish Perspective’, Bogustawa Drelich-Skulska
and Julia Majewska seek to identify the significance of building and developing the
European Union’s space capabilities in the context of international security and
defence, with particular emphasis on the Polish perspective. The authors argue that
the possession of or access to space technologies currently constitutes one of the key
determinants of the security of states and international organisations, as it enables
the functioning of such areas as satellite navigation, Earth observation and early
warning systems. The chapter demonstrates that the importance of possessing and
developing space capabilities is increasingly recognised by the European Union, as
reflected, inter alia, in the establishment of the EU Space Programme for the period
2021-2027 and the designation of outer space as a strategic domain in the Strategic
Compass. An analysis of the objectives of these documents indicates that outer space
plays a crucial role in ensuring the European Union’s security and defence. Moreover,
key EU programmes such as Galileo, Copernicus and EGNOS are discussed, alongside
an examination of Poland’s financial engagement through its contributions to the
European Space Agency. It is noted that the pursuit of autonomy in outer space
remains an area requiring further investment and development.

In Chapter 9, ‘National Champions and SME Ecosystems In the European
Union: Comparative Insights from France, Germany and Poland’, Joanna Bednarz
explores the role and characteristics of national champions across three countries:
France, Germany and Poland. Comparing different institutional and political models
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helps identify the main challenges and opportunities involved in creating ecosystems
that foster cooperation between national champions and small and medium-sized
enterprises (SMEs). This contributes to the ongoing discussion about the role of
national champions in Poland. The study also offers policy-oriented recommendations
relevant to Poland’s future position within the EU. The challenge for Poland is
to transform national champions into leaders in the economic ecosystem. Strengthening
the links between large and smaller enterprises should be a goal of industrial and
innovation policy. Incorporating criteria for SME participation in public procurement,
innovation financing and strategic investment projects could help balance country
competitiveness, cohesion and economic resilience.

In Chapter 10, ‘The Warsaw Stock Exchange and the Process of Building an EU
Capital Markets Union’, Malgorzata Janicka examines the dynamic transformation of
European capital markets, including stock exchanges, driven by financial globalisation
and the development of stock exchanges in emerging countries. If European stock
exchanges are to maintain their significant role in international investment flows,
they must remain competitive, as they now compete for capital buyers and sellers
not only against each other but also against global counterparts. In European Union
countries, investment capital is primarily channelled through the banking sector,
with the capital market playing a secondary role — a stark contrast with the United
States, where the capital market dominates. For years, the EU has sought to reshape
its financial system by strengthening the role of the capital market, including through
the latest Capital Markets Union (CMU) initiatives. Assessing the initiative to build
a CMU from a global perspective, it is clear that the only way to maintain the
position of European stock exchanges is to build larger, integrated structures that
attract both issuers and investors. The Warsaw Stock Exchange (WSE), although
the largest in the region, currently holds little significance in the European market.
Maintaining independence and refraining from joining alliances implies a risk of
marginalisation in the long term, as large entities and investors seek markets with
high capitalisation and high liquidity. The key threats to the WSE resulting from
the changes in European capital markets include increasing marginalisation driven
by the growing importance of key markets, such as Euronext, and the gradual
concentration of capital on leading European exchanges.

In Chapter 11, ‘The Role of EU Membership in Poland’s Intra-Industry Trade
in Services: A Gravity Model Approach’, Barbara Majerczyk-Graczykowska assesses
whether membership in the European Economic Area (EEA), a significant part of
which is the European Union, determined changes in the intensity of Poland’s intra-
industry trade (II'T) in services and what was the direction of its impact. In order to
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show changes in the structure of II'T in services and understand the extent of Poland’s
IIT in services, the Grubel and Lloyd (GL) index was applied. The chapter presents
a general overview of Poland’s international trade in services in the years 2004—
2020 and the most important results of the analysis regarding changes of Poland’s
IIT in services from geographic and sectoral perspectives. It gives an estimation of
the impact of Poland’s membership in the EEA on the intensity of Poland’s IIT in
services, based on an extended gravity model. According to the results, the IIT
index for Poland’s total trade in services was lower in 2020 than in 2004; however,
favourable changes were recorded in knowledge-intensive services, including creative
services. Although overall TIT has declined, econometric analysis shows a positive
impact of EEA membership on the overall IIT level. The study yields the following
answer to the research question: EEA membership has contributed to the increase
in the intensity of Poland’s IIT in services.

& %k ok

The second section prepared for this volume is conceived as a scholarly
tribute to Professor Elzbieta Kawecka-Wyrzykowska and as a reflection on
the enduring influence of her research on contemporary studies of European
integration. The sixteen contributions collected here, authored by academics
currently affiliated with the Collegium of World Economy of the SGH Warsaw
School of Economics, address a wide range of issues central to the functioning and
evolution of the European Union. Although prepared independently and grounded
in the authors’ own ongoing research, these studies draw — explicitly or implicitly —
on analytical perspectives, research questions and conceptual frameworks developed
in Professor Kawecka-Wyrzykowska’s extensive body of work. Taken together, they
demonstrate how her scholarship continues to shape research on European economic
integration, EU policies and institutional development, and Poland’s position within
the European Union:
= Chapter 12. EU Energy Policy at the Start of the Third Decade of the 21*

Century — Change or Continuity? by Grazyna Wojtkowska-Lodej,
= Chapter 13: Rethinking Innovation Disparities in the European Union:

Policy Implications for Enhancing Sustainable Competitiveness by Marzenna

Anna Weresa,
= Chapter 14. Regulatory and Institutional Barriers to the Development of the

Equity Crowdfunding Market in Poland by Aneta Waszkiewicz,
= Chapter 15. From Sustainable Development to Resilience: New Mechanisms

of European Integration by Ewelina Szczech-Pietkiewicz,
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= Chapter 16. Ukrainian Refugees in the Polish Labour Market: A Socio-
Economic Perspective by Michat Schwabe,

= Chapter 17. When European Integration Stops Uniting: Why More Can Mean
Less by Mariusz-Jan Radto,

= Chapter 18. Real Convergence in Income Levels Between Central and Eastern
Europe and Western Europe by Mariusz Prochniak,

= Chapter 19. The EU’s Multiannual Financial Framework for 2028—2034 by
Leokadia Oreziak,

= Chapter 20. The Principle of Conditionality of Payments from the General
Budget of the European Union: An Assessment in the Context of the Proposal
for the 2028—2034 Multiannual Financial Framework by Artur Nowak-Far,

= Chapter 21. Cultural Diversity in the European Union: A Competitive Advantage
or a Barrier to International Business? by Dariusz Mongialo,

= Chapter 22. Selected Economic Effects of Brexit on the United Kingdom by
Andzelika Kuznar,

= Chapter 23. VAT Fraud and the Protection of the EU’s Financial Interests
by Tomasz Grzybowski,

= Chapter 24. The Role of European Integration in EU Sustainable Competitiveness
by Krzysztof Falkowski,

= Chapter 25. Reasons for the EU FTAs: The EU-Mercosur Agreement in the

Spotlight by Marzenna Blaszczuk-Zawila,
= Chapter 26. Strategic Agility of Polish SMEs in the EU’s Turbulent Market

Conditions by Ewa Baranowska-Prokop,
= Chapter 27. New EU Industrial Policy in Times of Change: Recommendations

for Poland by Adam A. Ambroziak.

Given Professor Elzbieta Kawecka-Wyrzykowska’s extensive and outstanding
scientific achievements, which are internationally recognised, the editor has not
attempted to review them. In the digital world in which we currently live, we enlisted
the assistance of artificial intelligence. As a result, you will find the last Chapter 28
‘Between Numbers and Institutions: Professor Elzbieta Kawecka-Wyrzykowska
and the Economics of European Responsibility’, drawn up by ChatGPT based on
Professor Kawecka-Wyrzykowska’s latest publications.

The Editor
Adam A. Ambroziak
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EU BUDGET FINANCING
FOR 2028-2034: IMPLICATIONS
FOR POLAND

Introduction

On 16 July 2025, the European Commission unveiled a draft Multiannual
Financial Framework (MFF) for 2028—2034. The proposal would bring radical
changes to the budget’s architecture. This chapter focuses solely on the revenue
side of the MFF, examining proposed new own resources (i.e. EU budget revenue)
and changes to selected existing sources.

The objective of this paper is to provide a concise overview of the Commission’s
financing proposal for 2028—2034 and to set out its implications for Poland, estimating
the extent to which Poland’s contributions to the EU budget might rise over the
period examined and what the consequences would be for the national budget.

The analysis begins with the draft package of new own resources for 2028—2034.
Against that backdrop, the Commission’s proposal is assessed with regard to the
overall budget envelope and the prospects for its adoption. Contingency options
are also identified should the member states fail to reach agreement on new own
resources. The subsequent section gauges the potential cost to Poland of a higher
contribution arising from the adoption of the new resources.
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1. Proposed budgetary resources for 2028-2034'

The Commission proposes an EU budget for the next MFF of just under
EUR 1.98 trillion (current prices), equivalent to 1.26% of the Union’s gross national
income (GNT). Of this, EUR 168 billion (0.11% of GNT) would be allocated to servicing
and repaying the debt issued for the EU’s post-COVID-19 recovery instrument, Next
Generation EU (NGEU), leaving EUR 1.82 trillion (1.15% of GNTI) to finance all
other expenditure. The 2028—-2034 envelope is larger than the current 2021-2027
MFEF, which totals EUR 1.2 trillion (current prices). Even so, with GNI and prices
rising in parallel, the budget’s share of EU GNI would only increase slightly from
1.13% in the current period to 1.26% in the next [European Commission, 2025a,
p. 61; European Commission, 2025b, p. 2].

Despite this modest relative increase, the Commission considers it necessary to
broaden the revenue base. A small percentage rise in spending translates into large
sums in cash terms, and existing own resources will not grow enough to cover it. In
particular, the case for new resources is reinforced by plans to step up funding for
ambitious economic and political priorities: improving competitiveness (in light
of the Draghi report), bolstering the Union’s internal and external security, and
continued support for Ukraine. Meanwhile, from 2028, an important new line on
the expenditure side will be the aforementioned NGEU repayments — interest and
principal on the common debt issued after the COVID-19 pandemic to help member
states rebuild and strengthen their resilience to future crises.

Proposals for new resources and modifications to existing ones’

a) Resource based on revenue from the sale of ETS 1 allowances
(ETS-based own resource)

At present, most revenue from auctioning greenhouse-gas emission allowances
under the EU Emissions Trading System (ETS 1), in place since 2005, accrues to
national budgets. Under the Commission’s proposal, member states would transfer
ashare of this revenue — at a collection rate of 30% — to the EU budget. The measure
dovetails with the Union’s climate policy for 2030 and the new 2040 target the

I Unless stated otherwise, statistical data cited for these proposals are drawn from European Commission
[2025a, pp. 61-67], in 2025 prices.

2 Table 1 at the end of this subsection summarises the proposals and provides an estimate of their
financial implications for Poland.
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Commission proposed in 2025, namely a 90% net reduction in emissions relative
to 1990.> Meanwhile, the proposal here concerns receipts from the existing ETS 1
only. The Commission had earlier envisaged adding part of the revenue from the new
ETS 2 programme, due to start in 2027, to ETS 1, but ultimately withdrew from this
plan. On the assumption of a carbon price of EUR 88.33 per tonne in 2025 prices,
this source is expected to yield average EU budget revenue of about EUR 9.6 billion
a year over 2028—2034 (see Table 1).

b) Carbon Border Adjustment Mechanism (CBAM)

The Carbon Border Adjustment Mechanism (CBAM), established by Regulation
(EU) 2023/956 of 10 May 2023, is intended to level the playing field for EU producers
who face the cost of purchasing ETS 1 allowances [ Kawecka-Wyrzykowska, 2021,
pp. 73-95]. Under ETS 1, firms incur significant costs to acquire greenhouse gas
emission allowances. In particular, CBAM imposes a levy on imports of selected
carbon-intensive goods from jurisdictions with less stringent CO, rules. The charge is
designed to mirror the cost of EU CO, allowances, thereby limiting carbon leakage —
i.e. the relocation of production to places with weaker decarbonisation requirements —
and encouraging third-country producers to cut emissions (in which case their goods
sold in the EU would attract a lower or no CBAM charge). Meanwhile, the price
of CBAM certificates will track the price of ETS 1 allowances.* At present, CBAM
applies to cement, iron and steel, aluminium, fertilisers, hydrogen and electricity,
with the product scope to be widened over time to better reflect the sectors covered
by ETS 1. The Commission proposes to keep the call rate at 75%. On that basis, it
estimates average annual revenue of about EUR 1.2 billion over 2028—2034, with
an extension of scope potentially adding a further EUR 0.2 billion.

c) Own resource based on e-waste

Rising volumes of waste electrical and electronic equipment (e-waste) are
problematic, not least because they contain hazardous substances, including
heavy metals, which, if not properly collected and treated, pose serious risks to

3 This target is an intermediate step between the current target of a 55% reduction by 2030 and the
ultimate goal of climate neutrality by 2050.

4 The Commission is to assess whether to extend the mechanism to additional ETS 1 sectors and to
table an initial legislative proposal to include certain downstream products, starting with steel and
products with a high aluminium content, as announced in the European Steel and Metals Action Plan
[European Commission, 2025¢|.
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the environment and public health. Concurrently, e-waste is rich in critical raw
materials — such as copper, platinum and rare-earth elements — making it strategically
important for the Union’s autonomy. Considering how scarce these materials are
within the Union, products containing them should be recycled on a far larger scale.
This is already envisaged under Directive 2012/19/EU (the WEEE Directive), yet
in practice, recycling rates remain unsatisfactory. In 2022, the EU’s overall e-waste
collection rate stood at 40%; the Commission aims to lift it to over 60% in the near
term. As with the plastic-based own resource on non-recycled packaging waste,
an e-waste-based resource would incentivise member states to step up collection.
Meanwhile, it would also support the Union’s competitiveness and strategic autonomy.
The contribution would be calculated by applying a uniform call rate to the weight
of WEEE not collected.” The proposed call rate is EUR 2 per kilogram. On this basis,
annual revenue for the EU budget is put at around EUR 15.0 billion.

d) Tobacco Excise Duty Own Resource (TEDOR)

According to the Commission, the case for this resource is not merely fiscal;
in particular, it is grounded in public health concerns given high smoking rates in
some member states. A further argument is that the current excise regime distorts
competition and impairs the functioning of the single market. Wide disparities
in excise levels — and therefore in retail prices — across member states fuel large-scale
cross-border purchases and smuggling, leading to an unwarranted redistribution of
tax revenues between EU countries. Each member state’s contribution would be
determined by applying the minimum excise rate applicable in that member state
to the quantity released for consumption across all categories of manufactured tobacco
and tobacco-related products in a given year, followed by charging a uniform call
rate. With a call rate of 15%, the Commission estimates average annual revenue of
EUR 11.2 billion over 2028—2034. The proposal also envisages raising the existing
minimum excise duty rates and extending the directive’s scope to new products and
to raw tobacco [Council Directive 2011/64/EU].

5 Data for calculating member states’ e-waste contributions are collected using a standardised

methodology, as required by the WEEE Directive.
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e) Corporate Resource for Europe (CORE)

This resource would take the form of a lump-sum payment by companies operating
and selling in the Union, with the amount varying by firm size as measured by net
turnover. Entities with annual net turnover of EUR 100 million or less — broadly, small
and medium-sized enterprises — would be out of scope. Public bodies, international
organisations and non-profit organisations would likewise be exempt. For other
companies, the payment would increase with net turnover. The Commission stresses
that the charge would represent only a small fraction of net turnover. It estimates
that CORE would yield an average of EUR 6.8 billion a year for the EU budget
over 2028-2034.

In particular, the Commission’s rationale is that firms derive substantial benefits
from the single market: predictability, stability and long-term prospects that underpin
investment, innovation and economic growth. Common rules on competition,
intellectual property and environmental standards also help ensure fair practices
and lower compliance costs. Meanwhile, companies benefit directly and indirectly
from EU spending — through grants co-financing their investments and through
support for modernisation, innovation and competitiveness. Flagship programmes
such as Horizon Europe, Erasmus Plus and the Single Market Programme have
strengthened industrial competitiveness and accelerated growth. Overall, the EU
budget plays a pivotal role in sustaining a strong internal market; those who benefit
from a large single market should therefore contribute to its financing.

Adjustments to existing EU own resources

a) Levy on non-recycled plastic packaging waste (the plastic levy)

The Commission proposes increasing the plastic levy, in place since 2021, from
EUR 0.80 to EUR 1.00 per kilogram from 2028. The case for a higher rate rests on
the recent bout of inflation, which has eroded the levy’s real value and weakened
incentives for member states to step up plastic waste recycling. This change would
raise average receipts by about EUR 2.2 billion a year over 2028—2034.

b) Customs duties

The Commission proposes several adjustments to existing customs-related
resources to lift revenue. In particular, it would cut the proportion retained by member
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states as collection costs from 25% to 10%, thereby increasing the EU share of customs
receipts. The rationale includes efficiency gains from the digitalisation of customs
processes and the abolition of the EUR 150 de minimis threshold, below which customs
duties are not levied, as set out in the proposal to reform the Union Customs Code
(UCC) [European Commission, 2023]. On the Commission’s estimates, lowering
the retention rate would generate roughly EUR 4.5 billion a year, while abolishing
the de minimis threshold would yield a further EUR 2.3 billion annually. Moreover,
in line with the UCC reform proposal, a handling fee for distance sales (e-commerce)
would be introduced, which could bring in an additional EUR 4.6 billion a year.

Elimination of correction mechanisms

The package includes the removal of the current correction mechanisms,
with the stated aim of making the own resources system more transparent. In
particular, the Commission proposes to abolish the rule capping the VAT base at
50% of a member state’s GNI. It would also scrap the flat-rate reductions applied
to the own resource based on non-recycled plastic packaging waste® and to the
GNI-based resource. The Commission argues that these changes are needed to ensure
transparent burden-sharing across the EU budget. Meanwhile, the call rates for the
plastic-packaging and e-waste resources would be annually index-linked to inflation.

Table 1. Proposals to introduce new own resources for the EU budget and modify
the existing ones’

Expected Poland’s actual Estimation

Type of own resource annual contribution of Poland’s
(source of EU budget : revenue from Proposal details to EU budget | contribution

revenue) a given source in 2025 in 2025
(EUR billions) (EUR billions) ¢ (EUR billions)
1 2 3 4 5
Proposals for new sources of revenue
Emissions Trading 96° 30% of revenue 0960
System 1 (ETS 1) from the sale of CO, (2024 data)®
certificates

6 These lump-sum reductions were introduced when the plastic levy was adopted to offset the relatively
greater burden on countries with lower plastic-waste recycling rates (see below).
7 Unless stated otherwise, EU budget revenue figures are given in 2025 prices.
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Expected Poland’s actual Estimation
Type of own resource annual contribution of Poland’s
(source of EU budget : revenue from Proposal details to EU budget contribution
revenue) a given source in 2025 in 2025
(EUR billions) (EUR billions) i (EUR billions)
1 2 3 4 5
Carbon Border 14¢ Uniform call rate of 75% omns*
Adjustment Mechanism, of revenues from the
CBAM® sale of CO, emission
allowances on imports
of selected goods with
a high carbon footprint
Own resource based on 15.0 Proposal details: call uf
e-waste (non-collected rate of EUR 2/kg applied
electrical and electronic to non-collected
equipment) e-waste
Tobacco Excise Duty 12 15% of revenue -
Own Resource (TEDOR) calculated using each
member state’s specific
minimum rate for
manufactured tobacco
and tobacco- related
products
CORE (Corporate 6.8 Lump-sum contribution -
Resource for Europe) by companies operating
and selling in the
EU with net turnover
above EUR 100 million®
Modifications to existing own resources
Own resource based 22 Increasing the call rate 0483 Increase by
on non-recycled plastic from 0.80 to 1 euro/kg 0.097"
packaging waste for the relevant
packaging to align the
charge with inflation
Modification of customs 45 Reduction of the 10 Increase by
revenue collection costs of 0.21
customs duties retained
by member states from
the current 25% of
customs revenue to 10%
The abolition of the 23 This will increase the -
minimum customs value value of imports subject
of EUR 150 up to which to customs duties
no customs duties are
levied
Introduction of handling 46 This proposal is -

fee for distance sales
(e-commerce)

provided for in the
reform of the EU
Customs Code
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cont. Table 1

Expected Poland’s actual Estimation
Type of own resource annual contribution of Poland’s
(source of EU budget : revenue from Proposal details to EU budget contribution
revenue) a given source in 2025 in 2025
(EUR billions) (EUR billions) i (EUR billions)
1 2 3 4 5
Elimination of correction mechanisms
Elimination of own Elimination of the Poland’s Elimination
resource-specific VAT-base cap at 50% contribution of this
adjustments (correction of member states’ GNI, | to financing contribution:
mechanisms) and of the GNI own rebates -0438
resource' for other

countries = 0438

Elimination of the lump- | Poland’s rebate +0117
sum reductions applied | on account
to the non-recycled of plastic

plastic packaging waste : levy =0117
own resource

Other (e.g. contributions 09 -
from third parties
participating in certain
EU programmes)

The above 1.804 2161
in total 58.5
[European
Commission,
2025d]

Notes:

“Revenue estimates are based on an assumed carbon price of EUR 88.33 (2025 prices) [ European Commission, 2025a, p. 63].
"In 2024, Poland’s revenue from auctioning the relevant ETS 1 allowances was EUR 3.84 billion [KOBiZE, 2024], nearly
10% of the EU total (EUR 39 billion). We therefore proxy Poland’s ETS-based contribution at 10% of the Commission’s
EU-wide estimate (EUR 9.6 billion), i.e. EUR 0.960 billion.

“Regulation (EU) 2023/956.

4 Assuming the mechanism’s scope is extended to additional goods.

“Estimate by the Sejm Analysis Office [2023], updated to 2024 prices [see Kawecka-Wyrzykowska, 2025, pp. 348-352, 358].
"This amount is estimated as follows: Poland’s share of non-collected WEEE in 2022 (latest available data) was 7.5%.
Applying the same share to the estimated EU revenue (EUR 15 billion) gives EUR 1.1 billion [author’s own calculation
based on Eurostat, 2025].

8 The absolute amount of the CORE contribution would be tiered by net turnover. The lowest annual payment,
EUR 100,000, would apply to companies with net turnover between EUR 100 million and EUR 250 million; the highest,
EUR 750,000, would apply to companies with turnover of EUR 750 million or more.

" This amount is calculated on the assumption that the volume of relevant packaging in Poland is unchanged and the
charge rises by 20%: EUR 0.483 billion x 20% = EUR 0.580 billion [EU, Euratom, 2025, p. 52].

' Lump-sum reductions in GNI-based contributions were granted many years ago to five countries — Germany, the
Netherlands, Denmark, Austria and Sweden. These reductions are financed by all other member states, thereby diluting
the benefits for recipients. For example, Germany’s gross reduction in 2025 was EUR 4.4 billion; at the same time, Germany
financed EUR 2.3 billion of the reductions granted to others, leaving a net benefit of EUR 2.2 billion. Net reductions for
the other beneficiaries were (EUR billion): Netherlands — 1.8; Denmark — 0.3; Austria — 0.4; Sweden — 1.0 [EU, Euratom,
2025, p. 50]. Abolishing these rebates would not raise total budget revenue, as the rebates are financed by all countries.
This does not apply to the VAT-based cap (50% of GNT), which does lower revenue, albeit only marginally. In 2025
the cap applied to Estonia, Croatia, Cyprus, Luxembourg, Malta, Poland and Portugal. The total amount was small
(EUR 474 million — 0.48% of GNI-based contributions and 0.32% of total EU budget revenue in 2025) and is ignored here
[author’s own calculations based on EU, Euratom, 2025, p. 46].

Source: Author’s own compilation based on European Commission [2025a, pp. 63—67], European Commission [2025b,
pp. 1-14], EU, Euratom [2025].
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2. Assessment of the Commission’s package: overall volume
and prospects for adoption

In its proposal, the Commission assumes that the MFF will stabilise national
contributions at their 2027 level in constant prices [ European Commission, 2025a,
p. 61]. This implies that the planned budget expansion should be financed by new own
resources.® Over 20282034, these new resources are projected to account for about
20.6% of the annual EU budget and around 0.26% of the Union’s GNI on average.’
This is substantial, given that over 2021-2027 existing own resources averaged 1.13%
of the EU GNI [ European Commission, 2025a, p. 61]. Put differently, the new revenue
would fund a little over one-fifth of the future budget, thereby avoiding a further
rise in GNI-based contributions. In particular, this matters because GNI-based
contributions reinforce the so-called net-balances (or fair-return) mindset, which
tallies how much each member state pays in and how much it receives back in direct
cash flows, while disregarding the wider benefits of membership. That perspective
encourages net contributors to resist budget increases. New resources could temper
this tendency, though they will not eliminate it altogether. Meanwhile, almost all
the proposed new resources would be what Steinbach dubs ‘unreal’ or ‘virtual’
taxes — revenues calculated using statistical methods to determine what member
states must pay into the EU budget, without the Union actually levying a new tax
across the board [Steinbach, 2023, p. 311]. That is already the case with the plastic
levy introduced in 2021: the amount is computed hypothetically and paid from
national budgets. As a result, most of the proposals would not increase EU-level tax
receipts in the strict sense; they would shift funds from national budgets to the EU.
Member states will therefore scrutinise each measure primarily through the lens of
its national budgetary cost. This will hardly ease the negotiations on the next MFF.

Under the Treaties, the EU budget should be financed wholly from own
resources (‘Without prejudice to other revenue, the budget shall be financed
wholly from own resources’, Article 113 TFEU), rather than from ‘other
revenue’ (including so-called ‘unreal’ taxes)."” However, a key obstacle to a fully

8 The Commission has also envisaged some reductions in traditional headings, including cohesion and
agricultural policy, to free up room for new spending.

9 The calculations use the following data: the MFF totals EUR 1,984.9 billion over seven years,
i.e. an average of EUR 283.6 billion per year, equivalent to 1.26% of EU GNI. New resources
(EUR 58.5 billion) represent 20.6% of the annual budget and 0.26% of EU GNI on average in 2028~
2034 [ European Commission, 2025a, p. 61].

10 Questions around recourse to EU borrowing to finance the budget — in a similar way to the NGEU
financing — are not discussed here.
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Treaty-compliant solution is the Union’s limited competence to create and collect
EU-level taxes."

Meanwhile, it is worth recalling that planned expenditure for 2028—2034,
expressed as a share of GNI, is only slightly higher than at present (1.26% versus
1.13%). If one strips out the ‘fixed” item — the NGEU debt service and repayment,
which the Commission puts at EUR 24 billion a year, or 0.11% of EU GNI — the
gap between the two MFFs is slimmer still: roughly 1.15% versus 1.13% of EU GNI
[European Commission, 2025a, p. 61]. In truth, then, the proposed budget is modest.
In this context, any reduction in revenue — even a small one, should member states
reject part of the package — would constrain the funds available for spending, as
the EU budget must be balanced."” That would risk missing integration objectives,
diminishing the benefits of the single market and weakening the Union’s position
in the world.

The Commission’s package markedly broadens the list of potential revenue
sources compared with the 2023 proposal® even though some would yield only modest
sums. This likely reflects both an effort to exhaust every available avenue to bolster
revenue and a desire to ease compromise between member states by widening the
scope for partial concessions and trade-offs.

In particular, many of the proposed new resources would reinforce common EU
policies — climate and environmental measures (ETS 1, CBAM, e-waste, the plastic
levy) and protection of the single market from unfair domestic and foreign competition
(CBAM, TEDOR). A ‘double dividend’ is often cited in this context: the measures
would not only bring additional revenue but also advance other key objectives,
notably the climate agenda. Meanwhile, CORE would amount to a contribution
by companies for the privilege of operating in the European single market. The
double-dividend argument ought, objectively, to encourage policymakers to coalesce
around common solutions; without EU-level coordination, national actions are
likely to be less effective.

As to feasibility, CORE has drawn the most criticism so far. Member states argue
it would further undermine the competitiveness of EU firms, already weak relative
to major global rivals even without such a levy. There are also concerns — albeit
rarely voiced openly — that it would encroach on fiscal sovereignty and, over time,

11 The EU may legislate on certain environmental and energy-related taxes (Articles 192(2) and 194(3)
TFEU) and approximate laws (including taxes) necessary for the functioning of the internal market
(Article 114 TFEU). It has no general taxation competence for public-finance purposes.

12 Article 310(1) TFEU stipulates that ‘revenue and expenditure shown in the budget shall be in balance’.

13 That proposal envisaged adding CBAM receipts, a temporary statistical own resource based on
corporate profits and ETS 1 auction revenues to own resources [see Kawecka-Wyrzykowska, 2025].
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expand the Union’s tax powers. By contrast, payments linked to CBAM and ETS
1, which have been discussed for years as potential own resources, may be easier
to accept. The e-waste proposal likewise looks relatively uncontroversial, backed
by the precedent of the plastic levy and the clear need to manage e-waste that can
harm the environment.

For several countries, higher contributions would arise not only from the measures
above but also from scrapping existing rebates and correction mechanisms. It is
worth noting that those rebates chiefly benefit wealthier member states, which
would therefore bear the cost of their removal."* Given their scale and the fact that
they accrue to the largest net contributors, resistance from these countries is likely.
At the same time, the burden of the abolition would fall on countries more closely
in line with their relative prosperity, thereby promoting equal treatment.

In terms of revenue quality, the package’s main weakness is that most of the
proposed new resources reallocate existing or prospective national revenues to
the EU budget rather than create genuinely new (‘real’) EU-level receipts (see
above). In particular, this redistribution would cover part of ETS 1 auction proceeds
and tobacco excise receipts — both currently accruing fully to national budgets — as
well as the plastic and e-waste levies. A package dominated by such ‘unreal taxes’
risks dampening member states’ willingness to agree, since it would increase the
burden on national budgets.

3. Possible solutions should EU member states fail to agree
on new own resources

The package to raise the budget and broaden its financing base is ambitious.
It is likely that some elements will be dropped, with others watered down. As the
EU budget must be balanced, any shortfall in revenue will necessarily translate
into lower expenditure. In principle, the gap could be filled by higher GNI-based
contributions;" in practice, that looks unrealistic given the opposition already
voiced to such an approach.

Another avenue frequently mooted in the literature is greater recourse to
borrowing, with Next Generation EU (NGEU) cited as the precedent [Kowald,

14 Cf. Table 1, note i.
15 The advantage of the GNI-based resource is that it can be raised almost automatically, on a Commission
proposal, to close any funding gap. Its use is, however, constrained by the own-resources ceiling.
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Pari, 2025]."° Proposals range from issuing fresh common debt along NGEU lines
to deferring NGEU amortisation beyond 2058 by rolling over maturing debt
[Steinbach, 2023, p. 312]. This would create headroom in the EU budget over the
coming years that could temporarily finance other spending [Kowald, Pari, 2025,
p. 10]. The snag is that such steps would require unanimity among member states,
which would be hard to secure [ Darvas, McCaffrey, p. 3]. For the record, under the
original decisions, NGEU repayments are due to begin in 2038.

4. Possible implications for Poland resulting from changes
in the financing of the EU budget

On a very preliminary and partial estimate of the impact on Poland — excluding
TEDOR and CORE - Poland’s contribution to the EU budget from ETS 1, CBAM,
the plastic levy, the e-waste charge and customs duties could rise by an average of
EUR 2.161 billion a year over 2028—2034 (Table 1, column 5; 2025 prices). This
figure nets off EUR 0.438 billion that Poland currently pays towards financing
other member states’ rebates, and which would cease if those mechanisms are
abolished. It also includes a EUR 117 million annual increase reflecting the expiry
of the lump-sum reduction on Poland’s plastic-levy contribution, which applies
in 2021-2028" and will not be prolonged. An annual uplift of EUR 2.161 billion
would amount to roughly a quarter of Poland’s 2025 contribution (planned at
EUR 7.95 billion) — a very sizeable increase. Even so, it would remain well below
the average rise in own resources for the EU as a whole on the 2025 baseline (around
37%)." That said, Poland’s figure is understated: it excludes some of the proposed
new revenue sources. Moreover, both Poland’s and the EU-wide comparisons are

16 The NGEU borrowing was an exceptional measure in a system where the budget must be balanced
(Article 310(1) TFEU). The balanced budget rule has generally been read as a prohibition on
EU-level debt. The Commission argued that Article 122 TFEU — allowing derogations from standard
Treaty rules — applied in light of the exceptional circumstances of the COVID-19 pandemic. The
German Federal Constitutional Court accepted this reasoning and dismissed the complaint against
NGEU in December 2022 [Kowald, Pari, 2025, p. 10]. Not all economists agree that NGEU was
Treaty-compatible or that it could be repeated.

17 In addition to Poland, lump-sum reductions in the plastic levy were granted (EUR millions
in brackets) to Bulgaria (22), Czech Republic (23.2), Estonia (4), Greece (33), Spain (142), Croatia
(13), Ttaly (184), Cyprus (3), Latvia (6), Lithuania (9), Hungary (30), Malta (1.4), Portugal (31.3),
Romania (60), Slovenia (6.3), Slovakia (17). These were offered to ‘Member States with a GNI per
capita in 2017 below the EU average. The reduction should correspond to 3.8 kilograms multiplied by
the population in 2017 of the Member States concerned’ [Council Decision (EU, Euratom) 2020,/2053,
preamble, point 7].

18 The EU budget for 2025 amounts to EUR 151 billion [EU, Euratom, 2025, p. 52].
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benchmarked to 2025. By 2027 — the final year under the current rules — the budget
will be larger, so the base for measuring growth from 2028 will be higher and the
implied growth rate lower.

Most of the new or amended contributions would be a direct charge on
the state budget in Poland (as in other member states), since the relevant revenue
streams currently accrue nationally — ETS 1 auction receipts, tobacco excise and
customs duties. Additional budgetary costs would also stem from the higher plastic
levy already payable to the EU and from the proposed e-waste levy.

A welcome feature for Poland is the proposed exclusion, from the ETS-based
own resource, of the allowances whose auction proceeds finance the Modernisation
Fund and the Innovation Fund [European Commission, 2025b, recital 14]. Poland
is the largest beneficiary of the Modernisation Fund."

Table 2. Poland’s share in the growth of EU budget revenue by type of own resource

Expected increase | Expected increase | Poland’s share of Regressivity index
Type in EU budget in Poland’s EU contributions gresswity
o ) of contributions for
of resource revenue (EUR | contribution (EUR from a given Poland (pp)*
billions) billions) source (%) PP
1 2 3 4 5

ETS1 9.6 0960 10 10% - 4.77%=5.23 p.p.
CBAM 14 o 82 82% - 477% =343 p.p.
e-waste 150 e 73 73% - 477% =253 p.p.
plastic levy 22 0.097 44 44% - 477%=-0.37 p.p.
modification of 45 0.21 47 47% - 477%=-0.07 p.p.
customs revenue
total 327 2482 76 76% — 477% =283 p.p.

Note: Definition of the regressivity indicator for Poland: the difference, in percentage points, between Poland’s share of
EU revenue from a given resource and Poland’s share of EU GNI (4.77% in 2025) [EU, Euratom, 2025, p. 50].

Source: Author’s calculations based on the data in Table 1.

It is to Poland’s disadvantage, however, that most of the proposed new
contributions would be, to varying degrees, regressive. In this context, regressivity
means that Poland’s relative burden would be greater than its share of EU GNI would
imply. It is measured here as the difference (in percentage points) between Poland’s

19" The Modernisation Fund supports the energy transition in countries that joined the EU in 2004 or
later. The largest allocation goes to Poland, given its heavy reliance on fossil fuels and the associated
transition costs [see Kawecka-Wyrzykowska, 2020, p. 200].

20 This amount is estimated as follows: Poland’s share of non-collected WEEE in 2022 (latest available
data) was 7.5%. Applying the same share to the estimated EU revenue (EUR 15 billion) gives
EUR 1.1 billion [author’s own calculation based on Eurostat, 2025].
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share of contributions from a given resource and its share of the Union’s GNI.
According to Table 2, the highest regressivity index for Poland would arise under
two new revenue sources: ETS 1 (5.23 p.p.) and CBAM (3.43 p.p.). By contrast,
the lightest relative burden would be associated with the higher take from customs
duties and with the plastic levy, where Poland’s shares (4.7% and 4.4%, respectively)
are broadly in line with, or slightly below, its GNT share.

If one looks instead at absolute amounts, the largest burdens for Poland would
stem from the e-waste resource and ETS 1, at roughly EUR 1.1 billion and just under
EUR 1.0 billion per year, respectively.

Poland’s total share of contributions from the new sources listed above would come
to 7.6%, well above its 2025 share of EU GNI (4.77%). Hence, the overall regressivity
index would be 2.83 percentage points. The scope to reduce this regressivity lies
chiefly in cutting the economy’s carbon intensity (thereby lowering ETS 1 receipts)
and in reducing unprocessed plastic waste and e-waste. That would require national
policy instruments that prompt users to sort electronic equipment and plastic
packaging more effectively than at present. Tellingly, Poland has been paying into
the EU budget for non-recycled plastic packaging since the start of the current MFF
(2021), yet the measure that should encourage recycling — a deposit-return scheme —
took effect only on 1 October 2025. Meanwhile, payments linked to ETS 1 would
fall with a more consistent shift away from high-emission energy sources, especially
coal, which currently entails high spending on greenhouse gas emission allowances.

Conclusions

An increase in revenue under the new Multiannual Financial Framework from
2028 is necessary. The Union has already undertaken commitments that extend beyond
2021-2027 — above all, servicing and repaying NGEU debt and continuing support for
Ukraine® — while new needs are emerging (further assistance to Ukraine, the energy
transition, protection of the external borders, improving the EU’s competitiveness,
and so on). Without additional funds, NGEU repayments and support for Ukraine
would either require cuts to the largest spending headings (cohesion and agricultural
policy) or higher GNI-based contributions. Neither option appears acceptable
to a significant number of member states.

2t The cost of repaying loans taken out by the EU to support Ukraine in 2021-2027 is relatively modest,
as principal repayment is largely deferred until after 2034.
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Most of the proposed contributions would fall directly on national budgets, as
they are not genuine EU-level taxes but national transfers calculated on statistical
bases [Verfassungsblog, 2025]. A statistics-based own resource implies higher national
payments to the EU budget that each member state would have to finance by raising
domestic taxes, reducing expenditure or borrowing more.

Taken as a whole, the Commission’s proposal does not amount to the introduction
of real, Union-wide taxes implemented independently of national policies and capable
of curbing — let alone eliminating — the ‘fair return’ mindset. Member states have
not been able to agree taxes dedicated to financing the EU budget: the Union’s tax
competences are limited, and any tax change requires unanimity. In practice, any
significant expansion of true EU taxation would call for Treaty change.

The calculations of Poland’s prospective contributions set out above are
approximate. They rest on estimates of individual items at a time when the precise
evolution of the various resources after 2028 is unknown, and they do not cover
every type of contribution. Even so, they indicate the relative weight of the different
headings and, when viewed alongside regressivity, show which would be largest
in absolute terms and which would place the heaviest relative burden on the national
budget. On this reading, both ETS 1 and the e-waste resource meet those two tests.
Poland should therefore seek to mitigate their impact on the national budget.

Member states face a long and difficult phase of coalition-building, preceded by
the preparation of national positions that reflect each country’s particular interests
and circumstances. There is broad recognition of the need to identify new sources
of EU revenue, which creates scope for compromise. That compromise will most
likely entail modifications to much of the Commission’s package, allowing each
country to claim a negotiating success. Based on previous MFF negotiations, it is
also reasonable to expect the Commission’s overall envelope to be trimmed.

Even if the Council and the European Parliament reach an agreement on new own
resources, that would only be the first step. Under the Treaties, the own resources
decision must then be ratified by every member state — an outcome that is by no
means guaranteed.
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POLAND AND THE SUSTAINABLE
DEVELOPMENT GOALS

Introduction

Unfavourable changes in the natural environment (such as climate change,
pollution and environmental degradation), huge disparities in people’s living
standards, accompanied by a rise in poverty and inequality, as well as by growing
threats to peace and justice, have prompted worldwide action to address these global
challenges. In 2015, the United Nations (UN) adopted the Sustainable Development
Goals (SDGs) as a universal call to end poverty, protect the planet and ensure that,
by 2030, all people can enjoy peace and prosperity [UNDP, 2022a]. This means they
have now been in place for a decade, with fewer than five years left to achieve them.

This paper aims to assess Poland’s current performance and prospects in achieving
the SDGs, and to compare them with other EU member states. It begins with a brief
overview of the SDGs and the shift in the way they were perceived from treating
them as peers to recognising a hierarchy among them, particularly in recent years.
The second part presents EU-wide results across the environmental, social and
economic dimensions of the SDGs, and the third describes a more detailed assessment
of Poland’s progress. The analysis draws on the 2025 SDG Index and Dashboards,
published in the Sustainable Development Report 2025 [Sachs, Lafortune, Fuller,
Jablonovski, 2025], which is widely regarded as the most comprehensive global
review of SDG indicators.' The paper concludes with final observations.

I The global indicator framework for the SDGs was developed by the Inter-Agency and Expert Group
on SDG Indicators (TAEG-SDGs) and adopted in 2017 [UN DESA, 2022]. The SDGs are accompanied
by 169 targets and 231 indicators, which are used to measure progress towards their achievement.
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1. What are the Sustainable Development Goals
and how are they perceived?

The Sustainable Development Goals, also known as the Global Goals, comprise
17 goals (see Table 1) providing an overarching policy framework to make the world
better and more sustainable. They were drafted at the United Nations Conference on
Sustainable Development in Rio de Janeiro in 2012 and adopted in September 2015
by the United Nations General Assembly — that is, by all 193 UN member states.
The SDGs succeeded the Millennium Development Goals, which aimed to combat
the indignity of poverty [UNDP, 2022b]. They comprise universal goals that meet
the urgent environmental, political and economic challenges facing the world. Their
implementation officially began on 1 January 2016, with a target date of 2030 [UN
General Assembly, 2015, p. 6].

The SDGs are to balance the three dimensions of sustainable development:
economic, social and environmental, which are integrated and indivisible [UN
General Assembly, 2015, p. 2]. To illustrate this, Table 1 brings together five different
approaches from the literature to classifying the goals by dimension. Generally,
some goals were clearly allocated to a single dimension (SDGs 4-6, 8-9, 13—15),
while others were assigned to at least two of them (SDGs 1-2, 7, 10-12, 16—17).
SDG 7 (Affordable and Clean Energy) was variously placed in all three categories,
and SDGs 16 (Peace, Justice and Strong Institutions) and 17 (Partnerships for the
Goals) were left outside the basic classification by some authors. This lack of a clear
division makes it harder to assess progress within each dimension.

Achieving balance between the three dimensions is not straightforward also
because understandings of sustainable development vary, not least because countries
are at different levels of economic development (Table 2). Broadly speaking,
developed, industrialised countries tend to prioritise environmental protection
and restoration. By contrast, in many developing countries, the social dimension —
ensuring equitable access to resources and technology, as well as fair opportunities
for economic development — takes precedence [Sociology.Institute, 2025].
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Table 2. Perception of sustainable development in developed and developing

countries
Group of countries Priorities
Developed countries = Environmental restoration and technological innovation (shifts towards
(mainly Europe, North renewable energy, green technologies and circular economies); efforts
America, parts of Asia) to mitigate past environmental damage

Environmental conservation (protecting forests, oceans and wildlife);
reducing CO, emissions

Developing countries Equitable access to resources and technology, fair economic

(Africa, Asia, Latin America) opportunities and lifting people out of poverty

Environmental issues are important, but typically not the immediate
priority

Source: Author’s own compilation based on Sociology.Institute [2025].

The goals were originally presented using 17 icons, evoking associations with an
advent calendar or a coloured wheel (a ‘doughnut’ chart) [United Nations, 2022].
This single-level presentation has been criticised for failing to show how the goals
are interconnected. It can imply that the goals are detached from each other, while
in reality many of them interact; progress on one may either undermine or amplify
progress on others [Holmstrom, 2020]. It can also suggest that the goals can be
tackled sequentially and separately. Similar criticisms apply to the familiar ‘three
pillars” depiction of the SDGs’ dimensions (see Figure 1).

To convey how the three dimensions intersect, a Venn diagram is often used,
with each circle representing one of the pillars (see Figure 1). This model implies the
three domains are of similar and equal importance to sustainable development, and
has been also criticised [de Ledn et al., 2021]. Alternative representations include:
= The ‘wedding cake’ model, which treats the biosphere as the most important

element of the whole system and a precondition for social sustainability, with

the economy only as a means to deliver social sustainability [Holmstrém, 2020

Rockstréom, Sukhdev, 2016].
= The nested sustainability model, which places the economic domain of sustainable

development within the social domain, and both within the environmental

domain — highlighting that economic development is not an end in itself but

a means to improve people’s health and well-being [de Le6n et al., 2021] (a set

of nested circles, with the environment as the outermost layer; see Figure 1).

The COVID-19 pandemic strengthened the need to rethink the relationships
between the three dimensions of sustainable development. While it catalysed
some short-term positive changes and opened up opportunities to reconfigure
those relationships, overall, it was detrimental to SDG progress, especially on the
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socio-economic goals. It reversed earlier gains, exacerbated pre-existing inequalities
and slowed progress on the 2030 Agenda, its goals and targets [ UN General Assembly,
2020; de Ledn et al., 2021]. Naidoo and Fisher [2020] estimate that:
= Eight SDGs were under threat (SDGs 2, 4, 6,7, 8, 10, 11, 13).
= Five were partially under threat (SDGs 5%, 12, 14, 16, 17).
= Three experienced mixed effects — both adverse impacts and mitigating influences
(SDGs 1%, 3, 15).
= One saw its challenges exacerbated (SDG 9*).
As for the targets, two-thirds were judged either to be under threat or not
well-placed to mitigate the pandemic’s impacts [Naidoo, Fisher, 2020].

Figure 1. Alternative ways of presenting the SDGs

Icons Colour wheel
(‘advent calendar’) (doughnut chart)
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2 Some targets were affected.

Most targets under the Goal are considered unachievable. Achieving some of them would have helped
to mitigate the impacts of the pandemic.
Achieving the target would have exacerbated the impacts of the pandemic.
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Wedding cake model Nested/‘stacked’ Venn diagram

\

Social

Environmental

Economic

Source: Author’s own compilation based on UNDGC [2019]; Purvis, Mao, Robinson [2019]; de Ledn [2021].

In these circumstances — a weak global economy, sharply higher spending on
basic, country-specific needs and a likely diversion of funds away from existing SDG
efforts — some have proposed reducing the number of targets and adopting a small
set of priorities’ (replacing a ‘forest of targets’) that could be achieved in a less
connected world with a sluggish global economy [Naidoo, Fisher, 2020]. To date,
the UN has made no changes to originally adopted SDGs.

2. Implementation of the SDGs in EU member states

Introductory remarks

Progress towards the SDGs can be assessed using official SDG indicators,
voluntary national reviews and reports by various institutions and organisations. The
literature documents a range of approaches to measuring SDGs implementation. In
practice, assessment is challenging, mainly because of data constraints. Some gaps
prevent global comparisons, the number of data points needed to track all SDG
targets is vast, some indicators must be inferred, and for others no methodology or
data yet exist.” The SDG Index and Dashboards’ are widely considered to be the

5 According to the proposal, each goal and target should be assessed against three criteria: whether it is

a post-COVID-19 priority; whether it focuses on development rather than growth; and whether the

pathway to achieving it is resilient to global disruptions [Naidoo, Fisher, 2020].

Some limitations were discussed in detail, for example, in report by Goessmann, Idele, Jauer, Loinig,

Melamed and Zak [2023].

7 The annual SDG Index and Dashboards were launched on 20 July 2016 by the Sustainable
Development Solutions Network (SDSN) and the Bertelsmann Stiftung. The SDSN has operated
since 2012 under the auspices of the UN Secretary-General. The methodology has been peer-reviewed
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most comprehensive global review of SDG indicators. A few methodological remarks
regarding these indicators are worth noting. First, the SDG Index does not fully
reflect the impact of ongoing wars and other geopolitical and security crises [Sachs
etal, 2025, p. 48]. Second, the SDG Index assesses each country’s overall performance
across the 17 SDGs, while the accompanying SDG trend indicators track progress
towards each goal since implementation (2015). Third, each goal carries equal weight
in the Index; however, a country’s score for a given goal is based on the two targets
on which it performs worst [Sachs et al., 2025, pp. 49—60].

Results

Looking at the past ten years, EU member states perform strongly on the SDGs,
and this remains the case in 2025.° Nonetheless, major challenges persist, not least
due to unsustainable consumption patterns and negative international spillover
effects [Sachs et al., 2025].

Figure 2. Implementation of the SDGs in EU member states according to the SDG
Index — overall score and ranking, 2025
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Source: Author’s own compilation based on Sachs et al. [2025].

and was audited in 2019 by the European Commission’s Joint Research Centre [SDG Transformation
Center, 2016].

On average, the world is far off track on the SDGs. It appears that none of the 17 goals will be achieved
by 2030. The main obstacles include conflict, structural vulnerabilities and limited fiscal space. Only
17% of targets are currently on track globally [Sachs et al., 2025, p. VIII].
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According to the 2025 SDG Index, nine EU member states are in the global top
ten and a further seven rank 11%"-20". Finland, Sweden and Denmark lead the table.
Cyprus is the lowest-ranked EU member state, in 56 place (Figure 2).

Since the SDGs were launched, the largest improvements in SDG Index scores
among EU countries — gains of more than five percentage points — have been recorded
in Romania (5.9 p.p.), in Estonia, Lithuania, the Czech Republic, Luxembourg and
Poland (5.1-5.5 p.p.; see Figure 3). By contrast, the smallest gains were observed
in Sweden (1.7 p.p.) and in Germany, Finland, Austria, Belgium and Spain (2.4—
2.7 p.p.). Most countries in this latter group were already among the best performers,
so even modest improvements further consolidate their high ranking.

Figure 3. SDG performance in EU member states — overall score (2025)
and change since 2015 (based on headline indicators)
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Source: Author’s own compilation based on Sachs et al. [2025].

The EU’s frontrunners have already achieved four (Sweden and Denmark)
or three (Finland) goals out of the 17 set for 2030 (see Table 3). Eight countries
have achieved two SDGs so far, and ten have achieved one. Six member states have
not yet achieved any SDG. On current trends, two member states (Croatia and the
Netherlands) are on track to achieve three additional goals by 2030, two (France
and Latvia) are expected to reach two more, and thirteen are likely to add one more.
In other words, no member state is on course to achieve a majority of the 17 SDGs
by 2030. Based on performance to date, Croatia and the Netherlands are expected

59



Marzenna Btaszczuk-Zawita

60

to achieve five SDGs in total by 2030; Denmark, Finland and Sweden four; Austria,
Cyprus, the Czech Republic, France and Malta three; and Belgium, Bulgaria, Latvia,
Luxembourg, Poland, Portugal, Romania and Slovenia two. The remaining countries
are likely to achieve one, or none at all (as in Lithuania’s case).

All member states face challenges or significant challenges on most goals. With
the exception of Romania, every member state grapples with at least some major
challenges. The most difficult situation occurs in Cyprus, Italy, Latvia, Luxembourg
and Spain (each facing five major challenges), followed by Estonia, Ireland, Malta,
the Netherlands, Portugal, Slovakia, Slovenia and Sweden (each facing four). Croatia
and Hungary face one major challenge each; Austria, Bulgaria, Denmark, France and
Germany face two. Poland faces three major challenges, as do Belgium, the Czech
Republic, Finland, Greece and Lithuania.

In terms of individual goals, the environmental dimension is the most problematic.
For SDG 13 (Climate Action) and SDG 14 (Life Below Water), the majority of
member states face major implementation challenges — nineteen out of 27 for SDG
13 and eleven out of 22° coastal member states for SDG 14 — and no member state
has achieved either goal. The picture is more positive for the other two environmental
goals: Finland and Sweden have achieved SDG 6 (Clean Water and Sanitation), and
three member states — Bulgaria, the Czech Republic and Poland — have achieved
SDG 15 (Life on Land). Three other countries (Luxembourg, Spain and Sweden)
face major challenges on SDG 15.

The social goals look more encouraging, though few are likely to be fully met by
2030. Nineteen member states have achieved SDG 1 (No Poverty), and three have
achieved SDG 4 (Quality Education) and SDG 5 (Gender Equality). The greatest
difficulties are with SDG 2 (Zero Hunger): 17 of the 27 member states face major
challenges and none has achieved the goal. SDG 17 (Partnerships for the Goals) is
also demanding, with nine member states facing major challenges. The remaining
social goals are marked by a mix of challenges and significant challenges.

Among the economic goals, the weakest results are for SDG 12 (Responsible
Consumption and Production), where 23 of 27 member states face major challenges
and their progress is stagnating. Three countries face serious problems with
SDG 9 (Industry, Innovation and Infrastructure) and one with SDG 10 (Reduced
Inequalities). On the other hand, five countries have achieved SDG 7 (Affordable
and Clean Energy), one has achieved SDG 9 and another has achieved SDG 10.

9 Austria, the Czech Republic, Hungary, Slovakia and Luxembourg were not assessed against SDG 14

(Life Below Water) because they are landlocked countries.
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3. Detailed results for Poland

On the 2025 SDG Index, Poland ranks ninth among the 167 UN member states
assessed and eighth among EU countries, with an overall score of 82.08 (out of
100). This is about five percentage points lower than Finland’s score (87.02), which
tops the ranking. Norway and Croatia, which sit just ahead of Poland, score only
slightly higher (by 0.6 and 0.3 percentage points, respectively). On the other hand,
Poland is only marginally ahead of the Czech Republic and Latvia. Compared with
Cyprus, the lowest-ranked EU member state, at 73.76, Poland’s score is more than
eight percentage points higher. Poland has improved over time, narrowing the gap
with Finland while maintaining a clear lead over the lowest-ranked EU country.

An assessment of Poland’s progress across individual SDGs presents a mixed
picture (see Table 3). Poland has fully achieved two SDGs. For most goals (12), trends
over the past decade are positive but only moderately, and not sufficient to meet
the targets. For the remaining goals (SDGs 2, 6, 12, 14 and 16), performance has
been broadly flat since 2015 — and, worryingly, three of these face major challenges.
Poland has not recorded deterioration on any goal relative to 2015.

In this section, Poland’s progress across three dimensions — environmental,
social and economic — is presented, starting with the environmental goals, which are
widely regarded as fundamental, followed by the social and economic goals. Given
differences in how the literature allocates individual goals to these dimensions (see
Table 1), each SDG is assigned here to the dimension in which it most frequently
appears across the sources reviewed.

In terms of the environmental dimension, Poland performs best on SDG 15
(Life on Land) — it has already achieved the goal, including all associated targets.
By contrast, performance on SDG 14 (Life Below Water) is weak, with major
challenges to meeting the goal by 2030. Some targets have been met — ‘mean area
that is protected in marine sites important to biodiversity’, ‘fish caught that are then
discarded’ and ‘marine biodiversity threats embodied in imports’ — but others remain
problematic, with significant challenges for ‘fish caught by trawling or dredging’ and
major challenges for the ‘Clean Waters score’ and ‘fish caught from overexploited or
collapsed stocks’. Trends on these are largely stagnant or deteriorating.

For SDG 13 (Climate Action), there has been moderate improvement since
2015, but significant challenges persist. The most problematic targets are ‘CO,
emissions from fossil fuel combustion and cement production’ (major challenges;
progress stagnant) and ‘CO, emissions embodied in imports’ (significant challenges;
performance worsening). The ‘Carbon Pricing Score’ still requires improvement,
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though Poland is on track to achieve it. The target for ‘CO, emissions embodied
in fossil fuel exports’ has been achieved.

Challenges also remain under SDG 6 (Clean Water and Sanitation), particularly
for four targets: ‘Population using at least basic drinking water services’, ‘Population
using safely managed water services’, ‘Freshwater withdrawal’ and ‘Scarce water
consumption embodied in imports’. Performance on the first two has deteriorated
since 2015. Overall, progress on SDG 6 is stagnating.

Poland’s performance on the social dimension of sustainable development is also
mixed. SDG 1 (No Poverty) has been fully achieved, with all targets met. Poland
still faces challenges on SDG 3 (Good Health and Well-being), SDG 5 (Gender
Equality) and SDG 11 (Sustainable Cities and Communities), though in all three
cases results have improved moderately since 2015. Most targets under SDG 3 have
been achieved; relatively weaker outcomes persist for the age-standardised death
rate, life expectancy at birth and the gap in self-reported health status by income.
Under SDG 5, two targets have been achieved — the ratio of female-to-male mean
years of education and the ratio of female-to-male labour force participation —
while three require further progress: demand for family planning satisfied by
modern methods; seats held by women in the national parliament; and the gender
pay gap. For SDG 11, Poland has achieved three targets: the proportion of the
urban population living in slums; the share of the urban population with access
to points of interest within a 15-minute walk; and the proportion of the urban
population with convenient access to public transport in cities. It still faces
challenges in access to piped improved water sources (with a declining trend
in recent years), the rent-overburden rate (only moderate improvement) and the
annual mean concentration of PM2.5.

For the next three goals — SDG 4 (Quality Education), SDG 16 (Peace, Justice
and Strong Institutions) and SDG 17 (Partnerships for the Goals) — significant
challenges remain. Trends are improving for SDGs 4 and 17, while performance on
SDG 16is broadly stagnant. Under SDG 4, the main weakness is in PISA mathematics
scores, which have fallen since 2015; other targets linked to this goal have been
achieved. For SDG 17, the most problematic areas are international concessional
public finance and government spending on health and education, where major
or notable challenges coincide with stagnating performance. By contrast, Poland
has achieved the targets for the Corporate Tax Haven Score, shifted profits of
multinationals and the Statistical Performance Index, and is on track for the Financial
Secrecy Score. Under SDG 16, most targets are achieved, but Poland underperforms
on the Corruption Perceptions Index, exports of major conventional weapons,
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timeliness of administrative procedures, and lawful and adequately compensated
expropriations. In all four areas, trends have worsened over the past decade.

SDG 2 (Zero Hunger) faces major challenges and shows stagnating progress.
Although some targets have been achieved — including the prevalence of
undernourishment; stunting and wasting among children under five; minimum
dietary diversity among children aged 6—23 months; and cereal yield — substantial
further effort is needed on the prevalence of obesity, the Human Trophic Level and
the Sustainable Nitrogen Management Index (all showing major challenges with
worsening performance), as well as yield gap closure (major challenges).

None of the goals assigned to the economic dimension has yet been achieved
in Poland. Challenges remain under SDG 8 (Decent Work and Economic Growth),
SDG 9 (Industry, Innovation and Infrastructure) and SDG 10 (Reduced Inequalities),
although there has been moderate improvement in recent years. For SDG 8, the most
problematic targets are effective guarantees for fundamental labour rights and fatal
work-related accidents embodied in imports (both showing a decreasing trend),
as well as victims of modern slavery. By contrast, Poland has already achieved the
targets for the adjusted GDP growth index, the share of adults with an account
at a bank or other financial institution or with a mobile-money service, and the
employment-to-population ratio.

Challenges under SDG 9 (Industry, Innovation and Infrastructure) relate to total
patent applications, which have declined since 2015, as well as to the gap in internet
access by income and R&D expenditure, both of which are on track to be achieved.
For SDG 10 (Reduced Inequalities), the key concern is the elderly poverty rate,
where performance is worsening. Most other targets for these two goals have been
achieved.

SDG 7 (Affordable and Clean Energy) still presents major challenges. Major
challenges persist in CO, emissions from fuel combustion, and there are further
challenges with the share of renewable energy in total energy consumption;
performance on both indicators has stagnated since the Goals were adopted. By
contrast, the targets on access to electricity and access to clean fuels and technologies
for cooking have been achieved.

Within the economic dimension, the weakest area is SDG 12 (Responsible
Consumption and Production), where major challenges persist and progress has
stalled. While Poland has met the targets on electronic waste that is not collected
and non-recycled municipal solid waste, several others are far from attainment.
Production-based air pollution and nitrogen emissions pose major challenges, as



Poland and the Sustainable Development Goals

do nitrogen emissions embodied in imports and exports of plastic waste. Continued
stagnation on these indicators is a cause for concern.

Overall, Poland has achieved 69 of the 123 targets assessed in the report and is
on track to achieve a further seven. Progress is moderate on five targets, stagnant
on 20 and worsening on 22. For 25 targets, no progress information is available.

Conclusions

The Sustainable Development Goals are a set of internationally agreed objectives
to make the world better and more sustainable. They span environmental, social
and economic domains, allowing every country to reach at least some of them. The
COVID-19 pandemic revived discussion about prioritisation: although the goals were
often treated as equal, a growing body of work argues that environmental goals are
fundamental to sustainable development. Reflecting this shift, this chapter assessed
the progress of EU member states — including Poland — across the three dimensions.

EU member states rank highly on implementation of the SDGs overall, yet even
these countries face substantial challenges on several goals — notably SDG 2 (Zero
Hunger), SDG 12 (Responsible Consumption and Production), SDG 13 (Climate
Action) and, for many countries, SDG 15 (Life on Land). Finland, Sweden and
Denmark top the global SDG ranking.

Poland performs relatively well by international standards. It ranks ninth among
the UN member states assessed and eighth within the EU, with an overall score of
82.08 — more than four-fifths of the way to full achievement on average. Poland has
improved its standing since the SDGs were adopted and narrowed the gap to the
leader, Finland. It has fully achieved two goals — one environmental (Life on Land)
and one social (No Poverty) — but is not on track to achieve any additional goals by
2030. Major challenges remain on three goals: SDG 14 (Life Below Water), SDG 2
(Zero Hunger) and SDG 12 (Responsible Consumption and Production).

Compared with many other member states, Poland’s environmental performance
is relatively good. Most EU countries have not achieved any environmental goal and
are unlikely to do so by 2030. Poland is among the few that have met at least one,
alongside Bulgaria, the Czech Republic, Finland and Sweden. Almost all member
states — with the exception of Hungary, Latvia and Romania — face at least one
environmental goal with major challenges; in seven countries, including Sweden,
two environmental goals are marked as major challenges.
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The picture is less positive for the social goals. Poland has achieved one of the
eight social goals. Five EU member states are in a better position, having achieved
two. In this dimension, Poland faces a major challenge on one goal (as do eight other
countries), whereas nine member states face no major challenges. Overall, Poland is
moving in the right direction, but its efforts remain insufficient, with only moderate
improvement over the past decade.

Poland has not achieved any of the economic SDGs and is not on track to meet
any of them by 2030; fourteen other member states are in the same position. Denmark
(two goals achieved), together with Austria, Finland, the Netherlands, Portugal and
Sweden, has the strongest results on the economic dimension among EU member
states. Poland faces a major challenge on one economic goal, as do most member
states, and progress in this area is largely stagnant.

The good news is that the Sustainable Development Goals are an integral part of
the European Commission’s political agenda and are embedded in its proposals,
policies and strategies. They are at the heart of policymaking across sectors, in both
the internal market and external relations. Policy initiatives under the European
Green Deal are linked to 12 of the 17 SDGs [Schwabe, 2022, p. 82], increasing the
chances of accelerating their implementation in the EU.

The bad news is that no country is on track to achieve the SDGs by 2030
without stepping up efforts. The outlook may be even worse than presented. The
2025 Sustainable Development Report does not fully capture the impact of ongoing
wars and other geopolitical and security crises, which have shifted policy attention
towards short-term issues and away from medium- and long-term objectives, including
the SDGs. In such circumstances, the risk of a slowdown — or even stagnation —
in SDG implementation is high. Progress on some goals, including SDG 7 (Affordable
and Clean Energy), may accelerate as a result of the European Green Deal and
REPowerEU, while others may slow, such as SDG 2 (Zero Hunger).
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Introduction

There has been a radical change in the EU’s approach to industrial policy in recent
years. Firstly, industrial policy was only introduced to the Treaty establishing the
European Community at the beginning of the 1990s. At that time, there was a belief
in the superiority of a horizontal approach to industrial policy, which focused on
solving problems regardless of industry, over the sectoral approach that had prevailed
from the 1960s to the 1990s. However, recently, especially after the 2008—2009
financial crisis, the COVID-19 pandemic and the current energy crisis caused by
the war in Ukraine, there has been a shift towards a mission-oriented approach
to industrial policy, focused on specific goals such as reducing gas emissions or
environmental pollution. Regardless of the approach, EU industrial policy should
be subordinate to the Treaty’s objective of creating conditions that improve the
competitiveness of EU industry.

In response to the need for a more active and proactive industrial policy, the
European Commission has introduced a series of sector-specific legal acts to regulate
particular areas of economic activity, including the Net-Zero Industry Act (NZIA)
[Regulation (EU) 2024,/1735]. The NZIA is the EU’s political response to the US
Inflation Reduction Act of August 2022 [IRA, 2022]. The latter allows subsidies for

69



Adam A. Ambroziak

70

the production of clean technologies and support for the demand for such devices,
provided they are manufactured exclusively within the United States [ Ambroziak,
Przezdziecka, 2024a]. In response to this, the European Council adopted conclusions
a few months later, in which it underlined the importance of safeguarding Europe’s
economic, industrial and technological base and of preserving the global level playing
field [European Council, 2022]. The focus was primarily on an ambitious European
industrial policy to make Europe’s economy fit for the green and digital transitions
and reduce strategic dependencies, particularly in the most sensitive areas, while
ensuring a level playing field. Therefore, this addressed the main goals of the twin
transitions being pursued at the European level despite successive external shocks,
as well as the EU’s dependency on third countries, which became particularly
evident during the aforementioned crises [ Ambroziak, Przezdziecka, 2024b]. In
this context, the European Council invited the Commission to conduct an analysis
and present proposals by the end of January 2023 with a view to mobilising all
relevant national and EU tools and improving framework conditions for investment,
including through streamlined administrative procedures. This was a clear call for the
Commission to propose solutions within two months, enabling the use of available
national and European tools to make the EU more attractive for investment. In such
a short timeframe, the Commission could not deploy additional financial resources
or introduce administrative rules to facilitate the operations of existing businesses
and new investors in the EU.

Under pressure from several EU member states advocating more flexible state
aid rules, the European Commission opted for simple and swift action: it relaxed the
rules on state aid, entering the race for subsidies to increase the EU’s investment
appeal for clean-tech projects. To that end, the European Commission amended
the Temporary Crisis and Transition Framework (TCTF) for State Aid measures
to support the economy following the Russian aggression against Ukraine, adding
new areas eligible for state support for investment in manufacturing projects based
on zero-emission technologies across all EU member states [European Commission,
2023]. This occurred despite the fact that in its conclusions the European Council
clearly recalled in that context the need for a coordinated response to enhance
Europe’s economic resilience and its global competitiveness while preserving the
integrity of the single market [ European Council, 2022]. One safeguard incorporated
into the solution introduced by the Commission is the duration of the new rules,
set to last until the end of 2025. However, the Commission issued the Framework
for State Aid measures to support the Clean Industrial Deal (CISAF) [European
Commission, 2025a], which, apart from aid to accelerate the rollout of clean energy
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and support electricity costs, and aid for decarbonisation of industry, introduced
conditions of admissibility of aid to ensure sufficient manufacturing capacity in clean
technologies [ European Commission, 2025b].

As competences in the field of industrial policy have not been transferred to the
EU level, EU member states, including Poland, have full autonomy in industrial
policy at the national level. The only exception to this rule is state aid, which is
particularly important. While EU member states ultimately decide whether to grant
financial support to specific entrepreneurs, the European Commission decides whether
support may be granted and, if so, on what conditions. This is intended to limit
or eliminate distortions of competition in the European single market. However,
recent years have seen new legal solutions that have led to larger and richer member
states granting particularly intensive aid compared to smaller and less wealthy ones
[Ambroziak, 2023a].

The EU legislation currently being introduced to support new investments
in clean technologies may pose a significant problem for cohesion countries, including
Poland. This is because it concerns the possibility of supporting investments in clean
technology industries, which, until now and despite the absence of sectoral restrictions,
has been predominantly granted in cohesion countries under the regional state aid
guidelines (RAG) [European Commission, 2021]. This represents a significant change
in terms of equal competition conditions and the possibility of supporting new,
forward-looking technologies. Failure to take advantage of this opportunity could
lead to delays in development and a widening cohesion gap between EU member
states. Therefore, this study aims to identify advantageous and disadvantageous
legislative arrangements for countries such as Poland, as introduced by new legal acts
concerning state aid for the clean technology industry. To this end, the regulatory
framework of the new legal acts (NZIA), and, more importantly, the permissible
financing rules, will be outlined. To capture the differences in the current approach
to supporting investment, an analysis of the new state aid rules (CISAF) will be carried
out in comparison with existing regional state aid solutions. Additionally, experiences
gained from granting regional state aid and state aid measures approved by the
European Commission will be presented. Finally, conclusions and recommendations
will be formulated.
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1. Regulatory framework

The Net-Zero Industry Act (NZIA) was adopted in 2024. One of its aims is to

improve the functioning of the internal market by establishing a legal framework
in order to ensure the Union’s access to a secure and sustainable supply of net-
zero technologies, including by scaling up the manufacturing capacity of net-zero
technologies and their supply chains to safeguard their resilience while contributing
to achieving the Union’s climate targets and climate neutrality objective ...
with a view to the decarbonisation of the Union’s economy and society, and by
contributing to quality jobs in net-zero technologies, and thereby also improving
the competitiveness of the Union [Regulation, 2024, Article 1(1)].

Although the NZIA clearly addresses the production capacities of EU companies
and the EU’s competitiveness, as referred to in Article 173 TFEU, and is essentially
focused on making investing in the net-zero technologies sector more attractive
to businesses, its sole legal basis is Article 114 TFEU, which pertains to the
harmonisation of member states’ laws across the European single market. This issue
was resolved by specifying the objective of the regulation, which is to improve the
functioning of the internal market by establishing a framework in order to ensure
the Union’s access to a secure and sustainable supply of net-zero technologies,
while at the same time acknowledging that this would be achieved by scaling up the
manufacturing capacity of net-zero technologies and their supply chains [Regulation,
2024, Article 1].

This is also an example of a legal solution being introduced at the EU level
to address the existing risk that, given the complexity and the transnational character
of net-zero technologies, uncoordinated national measures to ensure access to those
technologies could distort competition and fragment the internal market. This
appears to directly refer to the situation with state aid during the COVID-19
pandemic and subsequently the energy crisis triggered by Russia’s aggression against
Ukraine. Through the NZIA, the European Commission aims to eliminate significant
disparities in administrative procedures and in access to clean technologies within
the EU member states.

The NZIA primarily aims to streamline administrative and permitting processes.
To this end, member states are to designate contact points, which are national bodies
responsible for facilitating and coordinating the process of obtaining all necessary
administrative decisions for businesses. At the same time, the NZIA provides that
the duration of the permit-granting process for net-zero technology manufacturing
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projects must not exceed 12 months for projects with a yearly manufacturing capacity
of less than 1 GW and 18 months for projects with a yearly manufacturing capacity
of 1 GW or more.

Moreover, the NZIA defines the enabling conditions for net-zero technology
manufacturing, with the Commission required to prepare implementing legislation
setting out guidelines to ensure uniform conditions for the implementation of the
criteria. The benefits of a project being granted such status include even further
reductions in the timeframe for the permit-granting process (9 months for projects
with a yearly manufacturing capacity of less than 1 GW, 12 months for projects with
a yearly manufacturing capacity of 1 GW or more, and 18 months for CO, storage
sites — for which additional special provisions regarding availability have been
introduced). Furthermore, such projects will have access to advice on financing from
private and public sources, the EIB Group, or other international financial institutions,
including the European Bank for Reconstruction and Development, as well as relevant
EU funding programmes. This financing structure is to be developed by the Net-
Zero Europe Platform, established under the Act, which includes representatives of
member states and the European Commission. The Platform’s main task, in addition
to providing financial advice, would be to strengthen cooperation between businesses
and EU member states, share best practices, determine the scope for building
appropriate relations with third countries, and notably, identify ways of incentivising
the production of net-zero technologies in the Union, by addressing funding, the
regulatory framework and investment and location guarantees.

The NZIA also provides for the possibility of designating net-zero Acceleration
Valleys as clusters to accelerate the implementation of net-zero technology
manufacturing projects, including net-zero strategic projects to test innovative net-
zero technologies. To facilitate market access, the NZIA incorporates sustainability
and resilience criteria into public procurement and auction procedures, which should
ensure demand for European production of clean technologies. Two additional
aspects regulated by the NZIA are also noteworthy: the introduction of regulatory
sandboxes to develop and test innovative net-zero technologies, and the creation
of Net-Zero Industry Academies to provide appropriate training and development
of skills for workers that are in demand by modern industry.

The above measures constitute a precisely structured framework for the
functioning of a specific sector: net-zero technologies. The NZIA provides for joint
and coordinated actions, as permitted under Article 173 TFEU, performed by EU
member states in terms of initiating and implementing special investment projects
n the net-zero industry, securing financing from private and public sources, both
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national and international, including EU programmes, testing new regulatory
solutions, and preparing a skilled workforce.

A separate issue is the access to public procurement focused on ensuring
sustainable development. In this context, member states may not discriminate
against or unjustifiably treat differently suppliers of net-zero technologies from
other member states. No such requirement has been formulated for third countries,
although the existing WTO non-discrimination rules should apply. However, special
procedures have been introduced for contracting authorities if:
= theshare of a given technology or its main specific components originating from

a third country exceeds 50% of the supply, or
= the share of supply in the Union of a specific net-zero technology or its main

specific components originating from a third country has increased on average by

at least 10 percentage points and reaches at least 40% of the supply in the Union.

In such cases, contracting authorities are required to take into account additional
conditions limiting the import of such products into the EU. These rules do not apply
to the signatories of the 2012 Agreement on Government Procurement, i.e. 49 WTO
member countries, such as the US and Japan (but excluding China and other Asian
countries) [GPA, 2012].

This appears to be the first such comprehensive treatment of a specific sector
within a new approach to EU industrial policy. On the one hand, member states
still make decisions regarding the designation of strategic projects, the creation
of net-zero Acceleration Valleys, the inclusion of sustainability criteria in public
procurement, or educational collaboration. On the other hand, all these activities
are aligned with specific proposals put forward by the European Commission, which
is a clear example of the European Commission’s sectoral approach to leading the
EU Industrial Policy.

From Poland’s perspective, it is crucial to participate in the EU’s new industrial
policy coordination formula. The disruption to supply chains and the exposure of
dependencies on unreliable external partners should draw attention to the benefits
of coordinated action within the EU, particularly on the international stage.
This requires a change in political approach towards transferring greater powers
to EU institutions — a notion that is often questioned in Poland — as well as skilful
administrative cooperation.
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2. Financial framework

Objective of state aid

Due to the sector-specific nature of the permitted support, the NZIA and the
CISAF stipulate that aid may be granted to incentivise investment projects that
facilitate development of the production (including with secondary raw materials)
of final products or main components and new or recovered critical materials in the
following technologies: solar, onshore wind and offshore renewable, battery and
energy storage, heat pumps and geothermal energy, hydrogen, sustainable biogas
and biomethane, carbon capture and storage (CCS), electricity grid and nuclear
fusion, as well as sustainable alternative fuels, hydropower and other renewable
energy. Moreover, the objective has been introduced as a benchmark for the annual
capacity of the Union’s net-zero technologies, which should account for at least 40%
of annual deployment needs by 2030.

In the CISAF, the targeted state aid for the development of the clean technology
sector was considered justified by the Commission due to Europe’s low investment
attractiveness compared to the US or China. The Commission noted in the CISAF that
the NZIA should eliminate certain administrative and bureaucratic barriers to increase
the competitiveness of the carbon-neutral technology sector, attract investment
and improve access to the EU market for clean technologies. However, to speed
up the process, additional public aid was permitted. It is a reference to traditional
market failures, given both the awareness of the need for such investments and the
growing demand [Bator, 1958]. It is worth noting that, until now, support based
on low investment attractiveness was only permissible as regional state aid, the
majority of which was granted in EU cohesion countries [European Commission,
2021; Ambroziak, 2023b].

Forms of state aid

The CISAF allows various forms of state aid for investments in clean technologies:
from direct grants, tax incentives and subsidised interest rates on new loans to credit
guarantees. In general, the eligible costs for which aid limits are defined encompass
a broad range of costs of investment in tangible assets (such as land, buildings, plant
and machinery) and intangible assets (such as patent rights, licences, know-how and
other intellectual property). These provisions are comparable to traditional regional
state aid rules under the RAG.
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Moreover, it is worth noting that operating aid is permitted in limited
circumstances. While the Commission has stated that clean technology producers
should be able to cover their costs independently, it has permitted this type of
support in situations involving unfair global competition or uncertainty about
future demand. In such situations, aid in the form of equity instruments on market
terms is admissible, which should limit potential distortions to competition within
the European single market.

State aid intensity

Under EU law, the intensity of public aid is calculated in relation to the eligible
costs. In the case of investment aid under the CISAF, the classification set out in the
2021-2027 Guidelines on regional State aid (RAG) [ European Commission, 2021;
Ambroziak, 2023b] was used. This is justified insofar as the successively updated
regional state aid guidelines have enabled investment support for companies, with
the aim of attracting investors to EU areas by compensating for additional costs
compared to more developed territories in terms of human capital, infrastructure
and potential local partners.

The regional state aid guidelines identify assisted areas where investment
support throughout the EU is justified under Article 107(3)(a) and (¢) TFEU,
whereas admissible support for new investments stemmed from exemptions based
on provisions allowing the Commission to recognise them as compatible with the
internal market principles:
= Article 107(3)(a) TFEU - aid to promote the economic development of

areas where the standard of living is abnormally low or where there is serious

underemployment,

= Article 107(3)(c¢) TFEU — aid to facilitate the development of certain economic
activities or of certain economic areas, where such aid does not adversely affect
trading conditions to an extent contrary to the common interest.

Based on this, the Commission distinguishes between two groups of regions:
the least developed regions (‘a’ areas), and certain slightly more developed
regions (‘c’ areas). The criterion adopted for the first group is a gross domestic
product (GDP) per capita in the NUTS-2 region below or equal to 75% of the
EU-27 average. On the other hand, ‘c’ areas comprise the remaining slightly more
developed areas, whose population is calculated by subtracting the population of
eligible ‘a’ areas in the EU-27 from the total maximum coverage: 48% of the total
EU-27 population [ European Commission, 2021]. Moreover, ‘c’ areas are:
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a) designated by EU member states without further justification (‘pre-defined “c”
areas’). This category includes regions that were part of the ‘a’ areas in the 2014—
2020 financial perspective but which now have a GDP per capita that exceeds
75% of the EU average, and which are characterised by low population density.

b) designated at NUTS 2 or NUTS 3 level at EU member states’ discretion, provided
that it is demonstrated that such areas fulfil certain socio-economic criteria
(‘non-predefined “c” areas”). These criteria are a GDP per capita below or equal
to the EU-27 average, or an unemployment rate above or equal to 115% of the
national average.

It is worth emphasising that there are many detailed exemptions and special
rules that enable the regional aid map in a given EU member state to be tailored
to the specific domestic requirements. One of the most significant is the considerable
autonomy in designating ‘c’ areas. EU member states report these at the NUTS-3
level when the only constraint is the population ceiling for areas where regional
state aid is permitted, but with many exemptions for individual administrative units.
Consequently, almost all NUTS-3 regions in France and Luxembourg include areas
where such aid is permitted (though this does not mean it can be granted throughout
their entire territory).

Asregards Poland, the current regional state aid map, developed under the 2021—
2028 regional state aid guidelines, permits this type of public financial intervention
in all Polish regions, except for the city of Warsaw and selected neighbouring
municipalities in the western part of the Mazowieckie voivodeship. The rest of
Poland is categorised as an ‘a’ area, with an admissible intensity of 30—-50%. The two
most developed voivodeships, Dolnoslaskie and Wielkopolskie, are categorised a an
‘c’ area, with an admissible intensity of 15-25% [Ambroziak, 2023b].

Under the CISAF rules on aid for accelerated investments in sectors strategic
for the transition towards a net-zero economy, permissible levels of aid intensity
have been introduced, as under the RAG, on the one hand, to encourage companies
to invest in clean technologies, and on the other hand, to limit negative effects on
competition within the European single market. As a rule, the basic intensity level
is 15% of eligible costs in non-assisted regions (i.e. those not identified under the
RAG [European Commission, 2021] (Figure 1). This cap applies to support for
large enterprises (all further limits will be provided unless otherwise specified
for large enterprises, with the option to increase them by 10 percentage points for
medium-sized enterprises and by 20 percentage points for small enterprises), and
provided that the total aid amount cannot exceed EUR 150 million per project per
member state. However, in areas in regional state aid maps under regional state
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aid guidelines, higher admissible aid levels are specified: in ‘a’ areas — up to 35% of
eligible costs with an investment limit of EUR 350 million, while in ‘¢’ areas — up
to 20% and EUR 200 million per project per member state (Table 1).

Table 1. Admissible intensity of investment state aid for accelerated investments
in sectors strategic for the transition towards a net-zero economy under the
CISAF and the RAG for 2022-2027

Aid for accelerated investments in sectors
) strategic for the transition towards RAG for 2022-2027
Region a net-zero economy under the CISAF
Large Medium Small Large Medium Small
‘a’ areas 35% 45% 40% 30-50% 40-60% 50-70%
‘c’ areas 20% 30% 40% 10-20% 20-30% 30-40%
Non-assisted areas 15% 25% 35% 0%

Source: Author’s own compilation based on the CISAF [European Commission, 2025¢] and the RAG [European
Commission, 2021].

For comparison, under the 2012—2027 RAG, the maximum intensities of regional
state aid for the least developed regions for ‘a’ areas are [ European Commission, 2021 ]:
a) 50% in NUTS 2 areas whose GDP per capita is below or equal to 55% of the

EU-27 average;

b) 40% in NUTS 2 areas whose GDP per capita is above 55% and below or equal
to 65% of the EU-27 average;
¢) 30%in NUTS 2 areas with a GDP per capita above 65% of the EU-27 average.

For ‘¢’ areas, the admissible intensity ranges from 10% to 25%. However, there
are many specific exemptions that allow these thresholds to be raised in connection
with an expected population decline or proximity to ‘a’ areas or former ‘a’ areas.
Additionally, the above limits for both groups of regions can be increased by 10 or 20
percentage points, for small and medium-sized enterprises, respectively (Figure 1).

The CISAF stipulates that, in contrast to the RAG, aid supporting new investments
in clean technologies is, in principle, permitted in all EU regions, including the most
developed ones (with the intensity ceiling of 15% of eligible costs). On the one
hand, the scope of these investments is limited to clean technologies; however, on
the other hand, it is the fundament of the energy transition and further industrial
and service innovations.

Taking into account the existing regional state aid rules, the smallest percentage
of areas, in terms of population share, covered by this type of investment aid, was
found in countries with the highest GDP per capita in relation to the EU-27 average.
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This was particularly evident in Luxembourg, Ireland, Denmark, the Netherlands,
Austria, Belgium, Germany, Sweden and Finland, as well as in Ttaly and France —
countries that are significantly more developed than those in the ‘cohesion’ category
(see Figure 2). In these countries, the percentage of areas where ‘c’ areas occur (due
to the appropriate matching of areas with a specific population coverage) is high,
though still lower than in places where new companies can receive financial support
under regional state aid. These countries can benefit most from the new CISAF
rules. This is because they are able to support companies located outside relatively
underdeveloped regions to a comparable extent, i.e. in areas with relatively better
human capital and higher-quality infrastructure.

Figure 1. Intensity of CISAF state aid and regional state aid in the EU member states
(NUTS-3)

CISAF state aid map for 2025-2030 Regional state aid map for 2021-2027

Intensity (%)
Il s0-70 M 50 40 30-35 20-25 10-15

Source: Author’s own calculations. Maps developed by Magdalena Cybulska (University of Warsaw, Faculty of Geography
and Regional Studies).

The second group consists of Central and Eastern European countries, including
Poland, where ‘a’ areas predominate and the intensity of investment aid is the highest
(50%+). Although these countries usually have ‘¢’ areas too (with the exception
of Hungary, Slovakia and Latvia), these regions typically cover the remainder of
the territory, and the permissible intensity is usually above the standard level of
admissible aid under the CISAF (15% of eligible costs).
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Thisis due to increased competition between public aid regimes, such as regional
investment aid, which still plays an important role in Poland and other Central and
Eastern European countries in attracting new investments, and state aid rules under
the CISAF. Although the latter is subject to lower intensity ceilings for state aid, it
is possible to invest anywhere in the EU, including the most developed regions and
countries with the best-educated workforces, the best infrastructure and the highest-
quality services, including R&D&I, professional services and financial services, as well
as endowed with substantial financial resources. This could be a game changer for
the future development of not only the EU as a whole, but especially for Central and
Eastern European countries. From the perspective of cohesion countries, including
Poland, where most NUTS 2 areas are lagging behind better-developed ones, the
new rules introduced by the NZIA and the CISAF can be seen as competing with
existing preferences offered under the RAG.

Figure 2. Population share of ‘a’ and ‘c’ areas under the RAG vs the CISAF
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Source: Author’s own compilation based on the CISAF and RAG [European Commission, 2021, 2025b].

Offering solutions that support clean-tech investment at even slightly lower
admissible ceilings compared to those under traditional regional state aid in the EU
(10-20 percentage points below the ceilings for regional state aid) may have two
types of effects. In the short term, new investors may be more inclined to invest in the
more developed regions of Western Europe, which have a better-trained workforce
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and a higher quality of infrastructure for new clean-tech plants with substantial
support opportunities in comparison to cohesion countries, including Poland. In
the long term, this could lead to a gap in economic development and an increase in
disparities of socio-economic development and cohesion within the EU.

To limit the possibility of investment relocation within the European Economic
Area (including the EU), the CISAF (similarly to the RAG) provides for verification
that the beneficiary has not relocated its activity within the past two years and will
not do so for two years following the completion of the investment. This is to protect
the European single market against competition between EU member states in the
provision of state aid. However, this solution can be ineffective because the sectoral
scope of the eligible investments under the CISAF only allows support to be given
to those (new and innovative) activities that are not widely present in EU member
states, which means that no relocation pressure could be expected (as such facilities
do not exist in the EU territory).

There is also a specific exemption from these rules, which can have a significant
impact on the attractiveness of the CISAF and competition not only in the European
single market but also in the global market. An extraordinary exception to the above
rules limiting state aid is the possibility of granting individual aid up to the amount
of the subsidy which the beneficiary could demonstrably receive for an equivalent
investment in a third country (outside the European Economic Area — EEA).
Moreover, a potential state aid beneficiary has to prove that it needs the minimum
amount needed to incentivise the aid beneficiary to locate the investment in a specific
area in the EEA rather than in an alternative location outside the EEA. Asarule, ‘a’
and ‘¢’ areas should be preferred locations, but the CISAF allows for individual aid
to be provided outside these regions. However, the member state must demonstrate
that the investment could not be implemented as efficiently in an assisted area.

In fact, this solution constitutes acceptance of the subsidy race between EU
member states and partners outside the EU. The above rules are a certain modification
of the provisions reflected in the 2006 and 2022 Framework on State aid for research
and development and innovation [ European Commission, 2022]. It stated that under
the matching clause, higher aid intensity than that generally permissible under the
Framework for State aid for R&D&I could be allowed, if — directly or indirectly —
competitors located outside the Community have received (in the last three years) or
are going to receive, aid of an equivalent intensity for similar projects, programmes,
research, development or technology. It also provided that this period could be
extended given the particular nature of the sector in question. While this solution
allowing R&D &I aid similar to that obtained in other countries worldwide could be
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justified by the existence of failures in the European single market, the investment
support amounts to straightforward competition over the size of the aid granted for
establishing a new undertaking.

Finally, as with other rules concerning state aid in the EU, including the RAG,
the CISAF measures include verification of the incentive effect, stemming from the
risk that a company would not proceed with such an investment or would do so to
a lesser extent without the support. This criterion is intended to ensure that the
proposed subsidy is proportionally and genuinely necessary, and that potentially
positive effects outweigh negative ones.

3. Experience in investment aid (regional state aid)

While the value of regional state aid granted by EU member states doubled from
EUR 7.6 billion in 2004 to almost EUR 15.4 billion in 2023, its share in Industrial
State Aid fell significantly, from 18.6% to 14.9% (see Figure 3). This indicates that
the role of other categories of state aid in the EU has increased at the expense of
regional aid, primarily in the areas of environmental protection and energy saving,
as well as research, development and innovation. The share of regional state aid
increased significantly during the first years after the 2004 enlargement and the
first full Multiannual Financial Perspective (2007—2013). This was mainly due
to countries in Central and Eastern Europe wanting to improve the attractiveness
of their lagging regions to foreign companies by offering investment incentives.
However, at the beginning of the next Multiannual Financial Framework (2014—
2021), the growth rate declined. Despite a gradual improvement in subsequent years,
it remained significantly lower than the growth of other categories of Industrial State
Aid (Figure 3). This indicates an exhaustion of the model of supporting business
investment in the least developed regions of the EU in favour of new objectives
primarily related to environmental protection, energy efficiency, and research and
development [ Ambroziak, 2024].

While the RAG were drawn up to improve the investment attractiveness of
lagging regions in the EU, the CISAF was developed primarily to support the
reindustrialisation of the EU (as a whole) through innovative clean production and
product technologies, rather than in response to the needs of the least developed
regions and countries in the EU. Nonetheless, in order to capture the relationship
between regional (investment) state aid and the degree of industrialisation of
each EU member state, the countries were ranked according to their share of the
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industrial component in gross value added (GVA) over the period 2004—2023. Seen

in comparison to the EU average, EU member states can be divided into three groups:

= leading industrialising countries, where the share of the industrial component
(economic activities) in GVA increased to a level above the EU average;

= modestly industrialising countries, where the above-average share of industrialised
economic activities declined; and

= de-industrialising countries, where an already low percentage of this indicator
decreased even further below the EU average.

Figure 3. Share and dynamics of change in regional state aid in 2004-2023
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Source: Author’s own compilation based on European Commission [2025¢].

Taking into account the cumulative value of regional (investment) aid granted
by EU member states between 2004 and 2023, the highest and fastest-growing
intensity (calculated on the basis of the Revealed State Aid Intensity Index)
[Ambroziak, 2021] in relation to the EU average was recorded in countries undergoing
de-industrialisation: Hungary, Greece, Portugal, France and Malta, and in selected
leading industrialising countries, such as Croatia, Poland and Slovenia (Figure 3).
Modestly industrialising countries, represented by the Czech Republic and Slovakia,
also recorded intensities, although these increased and decreased, respectively,
compared to 2004. However, the vast majority of other member states representing
the aforementioned three groups recorded, as mentioned above, a decline in regional
state aid intensity. This suggests that the level of industrialisation was not a relevant
factor in the intensity of regional aid granted by member states in 2004—-2023. At
this same time, a correlation was found between intensity, geographical location
and membership of the cohesion group of countries: notably, this group comprised
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all countries with the highest regional intensity of public aid, with the exception of
France, where the possibility of granting aid to overseas territories must be considered.

Figure 4. Changes in intensity (RSAIl) of Regional State (RSA) in 2004-2023
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Note: Background colours represent: | green — leading industrialising countries, where the share of the industrial
component (economic activities) in GVA increased to a level above the EU average, yellow — modestly
industrialising countries, where the above-average share of industrialised economic activities declined; and [l -
de-industrialising countries, where an already low percentage of this indicator decreased even further below the EU average.
The RSAII is calculated as the ratio of the value of regional state aid in a given country or in the EU as a whole, to the
cumulative GVA of selected economic activities related to industrial policy (industrial component) in the aforementioned
member states or the EU. When the final value of the RSAII is above 0, it means that state aid intensity in each country
in relation to GVA is higher than for the EU average. When it is below 0, it means that the intensity is lower than the
EU on average [Ambroziak, 2021].

Source: Author’s own compilation based on European Commission [2025¢].

As regards forms of regional (investment) state aid, two were the most important:
grants and fiscal measures. Although grants dominated in the early years of the period
under review and in 2014—2018, in recent years they have begun to give way to fiscal
measures (Figure 5). Ultimately, their share in the cumulative value of regional
state aid amounted to 44.7% for grants and 49.3% for fiscal measures. Other forms
of aid in this category were chosen much less frequently, with the following shares:
guarantees 3.5%, soft loans 2.5% and equity instruments 0.1%.

In 2023, the largest share of grants in the cumulative value of regional state aid
was recorded in smaller EU member states, both those covered by cohesion policy
and those not using its funds. The intensity of regional aid was irrelevant in this
case: the countries included those with the highest rates (Hungary, Slovenia, Greece
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and the Czech Republic), those with slightly lower but growing rates (Bulgaria and
Romania), and those with the lowest rates (Germany, the Netherlands, Austria,
Sweden and Finland). Interestingly, a lower intensity of grant use was recorded
in countries such as Poland, Spain, Portugal, Ireland and France, which had the
highest regional aid intensity, as well as in Italy and Denmark (Figure 6).

Figure 5. Changes in forms of regional state aid in 2004-2023
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Source: Author’s own compilation based on European Commission [2025¢].

Figure 6. Forms of regional state aid in 2004-2023 (cumulative)
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Fiscal measures were definitely not as popular as grants. The highest relative
share was recorded in France, Poland and Malta — countries with a high level of
regional state aid intensity — as well as in Denmark, Spain and Italy, which had
a significantly lower RSAIL In the remaining countries that used this instrument,
the index was significantly lower (Croatia, Slovakia, the Czech Republic, Germany,
Hungary and the Netherlands).

In summary, it can be concluded that, in its current form, regional (investment)
aid has been particularly important for cohesion countries in the form of direct
grants. This confirms its correct design and purpose. The intensity of its provision
has consistently matched the availability of EU funds under successive Multiannual
Financial Frameworks. This means that these countries have been unable to support
investments from national funds alone and have relied mainly on European funds.
It is worth noting that in recent years, it is mainly Western European countries, as
well as some CEECs, including Poland, that have moved away from this category
of aid in favour or supporting more advanced EU objectives.

4. Recent experience in state aid under the TCTF
and the CISAF

Experience with state aid in the context of COVID-19 has shown that larger
and richer EU member states have provided more support in relative terms than
less wealthy countries [ Ambroziak, 2023a]. By September 2025, 12 member states,
including Poland, had already submitted state aid schemes and obtained approval
from the European Commission (Table 2). This could raise legitimate concerns
among other EU member states about maintaining workable competition within
the European single market.

However, it is worth noting that, when the relative intensity of approved aid is
considered based on Section 2.8 TCTF (the predecessor of the CISAF), the highest
relative RSAII is found for support announced in Finland, Slovakia, Portugal and
the Czech Republic. Spain and Poland reported slightly lower values. Conversely,
Germany and France recorded a relatively balanced level of approved aid under
Section 2.8 TCTF, which is noteworthy. Thus, the countries that have applied for
the highest amounts of aid for investments in new clean technologies so far are
both those with high and low industrialisation rates and those with varying rates
of traditional regional aid intensity. However, it should be emphasised that these
values indicate the intentions of EU member states, as expressed in notifications of
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state aid schemes approved by the European Commission, regarding their impact
on competition within the European single market. This does not mean, however,
that the listed measures have been or will be granted to undertakings in reality —
these are the maximum values declared by member states.

There is also a noticeable trend towards gradually narrowing the range of proposed
state aid instruments to direct grants only, which, while providing slightly less aid
due to lower limits of permissible aid intensity, are effective immediately, providing
significant incentives and investment support for businesses, although they are the
most likely to distort competition in the EU market.

Table 2. State aid schemes for the clean technology industry approved
by the European Commission under the TCTF by September 2025

Date EU member Amount. of . Europetan ,
of approval state state aid Forms of state aid Commission’s
(EUR) decision

May 2023 Spain 1437 bn = direct grants SA107094

= preferential loans SA108920

SA110744

July 2023 Germany 3bn = direct grants SA108068

= tax advantages

= subsidised interest rates

= guarantees on new loans
October 2023 Italy 100 m = direct grants SA108953
November 2023 | Austria 60m = direct grants SA109170
November 2023 | Spain 11bn = direct grants SA.108653
December 2023 ' Slovakia Tbn = direct grants SA109989

= income tax relief

= transfer or lease of immovable

property

January 2024 France 29 bn = tax credit SA109334
February 2024 Denmark 241 m = direct grants SA10777

= preferential loans and guarantees | SA.118341
March 2024 Portugal 350 m = direct grants SA110254
March 2024 Italy 11bn = direct grants SAN2546
May 2024 Spain 120 m = direct grants SAT13231
July 2024 Netherlands | 158 m = direct grants SA109761
July 2024 Spain 12 bn = direct grants SAN4137
September 2024 | Poland 12 bn = direct grants SA109581
September 2024 | Portugal Tbn = direct grants SA113456
October 2024 Luxembourg { 20 m = direct grants SA.107987
January 2025 Finland 400 m = direct grants SAI13721
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cont. Table 2

Date EU member Amount. of . Europe.an ,
£ approval stat state aid Forms of state aid Commission’s
ot approva ate (EUR) decision
February 2025 Finland 23bn = tax credits SA4934
March 2025 CzechRep. | 960m = direct grants S.A117292
April 2025 France 380m = direct grant SANT7244
= repayable advances

Source: Author’s own compilation based on the European Commission Decisions [ European Commission, 2026].

Figure 7. RSAIl for Regional State Aid in 2004-2023 (cumulative) and the value
of state aid approved under Section 2.8 TCTF in 2023-2025.
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Note: Background colours represent: | green — leading industrialising countries, where the share of the industrial
component (economic activities) in GVA increased to a level above the EU average, yellow - modestly
industrialising countries, where the above-average share of industrialised economic activities declined; and - -
de-industrialising countries, where an already low percentage of this indicator decreased even further below the EU average.

Source: Author’s own compilation based on European Commission [2025¢] and European Commission decisions [ European
Commission, 2026].

Conclusions

Recently, there has been a significant change in the EU’s approach to industrial
policy. Prior to the recent wave of crises, industrial policy was virtually non-existent
in the EU, with state aid being the only area of policy impact at a national level.
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Although the European Commission has exclusive competence in assessing and
approving state aid schemes under the unchanged treaty rules, it is now trying
to more systematically guide EU member states regarding industry. The Net-Zero
Industry Act (NZIA), together with the Clean Industrial Deal State Aid Framework
(CISAF), is an example of this approach. Together, they provide the legal framework
for establishing a clean technology industry in the EU, with significant ongoing
contributions from member states’ public funds.

The NZIA imposes additional obligations on EU member states concerning
clean tech investments, such as reducing the waiting time for business permits,
establishing contact points within public authorities and introducing additional
criteria in public procurement. On the other hand, the NZIA supports them by
creating training systems for workers, and in conjunction with the measures provided
for in the TCTF and more recently in the CISAF, facilitates investment aid across
the EU for selected technologies.

The adoption these legal acts should be seen as another tool of sectoral EU
industrial policy carried out by the European Commission, using the efforts and
resources of EU member states. Firstly, although the NZIA covers a very broad set of
net-zero technologies, only those selected by the European Commission and specified
in the CIFAS qualify for simplified support with specified incentive levels. Secondly,
the recognition of projects as strategic net-zero projects is decided by member states
but based on criteria developed by the European Commission.

The above rules, which were introduced by way of regulation, are directly applicable
in all EU member states. However, there is still some uncertainty surrounding their
implementation in the real economy, as the success of reindustrialising Europe
and reducing dependence on third-country partners hinges on public and local
administrations creating conditions that facilitate the operation of clean technology
entrepreneurs, as well as on the interest and investment opportunities of these
entrepreneurs. Active involvement by individual member states, including Poland, is
therefore necessary in this case, although member states do not have much experience
in this due to the nature of the EU’s industrial policy to date.

Financing is a separate issue raising serious doubts regarding the assurance of
a level playing field within the European single market. The possibility allowed in
the CISAF to provide support related to investments in clean technologies marks
a departure from previous EU rules on (investment) regional state aid. Although
targeted at specific net-zero technologies, specifically those that are innovative and
forward-looking, investment aid has been permitted across the entire EU, rather than,
as previously, only in the least developed regions. This could have several significant
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socio-economic consequences for competition within the European single market
and for cohesion within the EU, which is of the highest importance to Poland. On
the one hand, the relative investment attractiveness of traditional regional state
aid in the EU’s least developed regions (which concerns almost the whole territory
of Poland) decreases, which contradicts the previous logic of economic, social and
territorial cohesion within the EU. On the other hand, while certain preferences based
on the CISAF for ‘a’ and ‘¢’ areas have been introduced in the form of increased aid
intensity, these remain below the existing thresholds for regional investment state
aid in most Central and Eastern European countries. It can even be assumed that
businesses may be more interested in using the traditional regional aid maps. However,
due to their nature, net-zero investments in these areas require not so much state
aid as a highly skilled workforce, which less developed regions often cannot provide.

Considering the above, it will be up to the European Commission to ensure
a level playing field within the European single market. This concerns not only the
aforementioned issues relating to the least developed regions but also individual
member states, particularly in cases where individual aid is approved up to the
amount of a subsidy offered elsewhere in the world. In such cases, we face a race for
financial support not only with countries outside the EU but also within the EU
itself, with all its negative consequences for competition within the EU market.
This is particularly important, as the state aid measures approved under the TCTF
and the CISAF primarily envisage direct grants rather than repayable instruments,
which are somewhat less likely to distort competition within the European single
market. This means that potential investors are more inclined to seek direct grants
rather than any other instruments, which they perceive to be considerably less useful.
This approach clearly indicates the danger of significantly distorting competition
within the European single market by favouring member states that are larger and
wealthier in relative terms, as well as those more willing to intervene. Although
Poland has notified a scheme providing state aid for clean technologies, no data on
its practical implementation is currently available, which calls for further research.
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UNION MEMBER STATES

Introduction

This study aims to identify a workable model for implementing the NIS 2
Directive [Directive (EU) 2022/2555], i.e. to determine which legislative solutions
should be adopted to achieve its objectives, pursuant to Article 288 of the Treaty on
the Functioning of the European Union (TFEU), which leaves national legislators
free to choose the form and methods of implementation, and as adopted in practice
by EU member states.

The research examines legal and regulatory solutions in a selection of member
states: Austria, the Czech Republic, Finland, Ireland, Germany, Slovakia, Italy,
Hungary and Poland. The selection is broad, spanning countries sufficiently diverse to
offer a general picture of how the NIS 2 Directive is being implemented. Substantively,
the analysis compares the solutions adopted in these countries in areas most relevant
to the Directive’s impact on national economies and on their economic relations with
the countries in which digital technology providers affected by this instrument are
established, namely:

a) the role of the technology provider’s country of origin (covering products,
services and systems) in regulating businesses operating in sectors classified as
important and critical under the NIS 2 Directive;

b) the material scope of restrictions applied to technology providers based on their
country of origin;
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c¢) thescope of restrictions stemming from the 5G Toolbox, in particular the nature of
those restrictions (whether directed at suppliers or at equipment) and the services
and products to which they apply, whether limited to those deemed critical
under the European Commission’s coordinated risk assessment, or extended
to any products or services, as contemplated in the Polish draft amendment to
the National Cybersecurity System (KSC) Act.

The 5G Toolbox — more precisely, the EU Toolbox of risk mitigating measures
for 5G cybersecurity — is a set of recommendations adopted in January 2020 by the
NIS Cooperation Group with the support of the European Commission and ENISA.!
It was designed to set standards for the 5G technology alone (or, more specifically,
an array of 5G mobile communications technologies). Its legal nature, meanwhile, is
that of non-binding soft law, as reflected in the final sentence of Article 288 TFEU:
recommendations and opinions have no binding force. The same classification
applies to interpretative and decisional instruments, a category that includes the 5G
Toolbox. Even so, CJEU case-law indicates that such recommendations — including
those contained in interpretative and decisional instruments — are to be taken into
account by member states,” in particular as guidance on:

a) the implementation of directives (addressed to national legislators); and
b) theapplication of binding national measures implementing directives (addressed
to all entities subject to those rules).

In particular, the 5G Toolbox calls on member states to ensure that, as part of
their cybersecurity arrangements, they conduct risk assessments of 5G suppliers,
examining their independence, links to third countries, transparency of ownership and
compliance with EU data protection and network security law. Under the Toolbox,
member states may designate high-risk suppliers and restrict their involvement
in key network elements, including network cores and critical functions such as
network management, configuration and security. It also recommends avoiding
vendor lock-in — whether in hardware or software. Meanwhile, it urges operators
to adopt stricter security requirements — for example, certification of compliance
with ENISA and ISO-EU standards — together with appropriate risk-management
procedures and robust access control, identification and monitoring.

When considering the applicability of the Toolbox’s proposals, it is worth noting
that, as regards supply chain management, the relevant binding standards are set out

1 ENISA, the EU agency for cybersecurity, was originally established by Regulation (EU) No 526,/2013;
that act has since been repealed. ENISA is now governed by Regulation (EU) 2019/881.

2 See, for example, Salvatore Grimaldi v Fonds des maladies professionelles [1989]; see also Senden [2004,
esp. pp. 138—154].
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in Commission Implementing Regulation (EU) 2024,/2690. It applies to DNS service
providers, operators of TLD name registries, cloud-computing service providers,
data centre service providers, content delivery network providers, managed service
providers, managed security service providers, providers of online marketplaces,
online search engines and social-networking platforms, and trust service providers.

In principle, the issues addressed in this study have yet to receive detailed
scholarly attention. In particular, the literature contains no comparative studies
on the implementation of the NIS 2 Directive across the legal orders of member
states. However, the NIS 2 Directive has been examined through the lens of digital
sovereignty [ Kianpour, Davis, Windekilde, 2025]. By this is meant a state’s control
over its IT infrastructure (at least its core), the ability to devise and implement an
autonomous digital security and resilience strategy, the existence of institutions
commensurate with cybersecurity challenges, and, ultimately, the capacity to choose
its own balance between systemic openness and sovereign technological choices. The
literature on this theme is extensive; beyond the authors just cited, see Pohle and
Thiel [2020] and Amiot, Palencia, Buena and de Pommerol [2020]. Digital sovereignty
has also been discussed in the broader context of public goods theory by Nordhaug
and Harris [2021]; again, though, these are not studies of NIS 2 implementation.

1. Essential standards for implementing the NIS 2 Directive

The key provision that sets the Directive’s place within national legal orders —
and thus the parameters for its implementation — is Article 5, which makes NIS 2
a minimum-harmonisation instrument. It states that the Directive:

shall not preclude Member States from adopting or maintaining provisions ensuring
a higher level of cybersecurity, provided that such provisions are consistent with
Member States’ obligations laid down in Union law.

Member states may therefore, when transposing it, introduce additional measures
to raise cybersecurity levels as understood under NIS 2. The Directive does not define
‘cybersecurity’ of its own; instead, it refers to Article 2(1) of the Cybersecurity Act
[Regulation (EU) 2019/881], which provides:

‘cybersecurity’ means the activities necessary to protect network and information
systems, the users of such systems, and other persons affected by cyber threats;

and Article 2(8) of that Regulation defines a ‘cyber threat’ as:
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any potential circumstance, event or action that could damage, disrupt or otherwise
adversely impact network and information systems, the users of such systems and
other persons.

Within the latitude inherent in minimum harmonisation, Article 5 of
NIS 2 requires member states to ensure that any such national provisions remain
consistent with their obligations under Union law. In particular, they must
not infringe the rules of the internal market by establishing direct or indirect
barriers to trade between member states (within the meaning of Articles 34 and
35 TFEU), save where justified on grounds such as ordre public. Indirect barriers
are those which, while not prohibiting or impeding the import of products already
covered by the Cassis de Dijon principle,” nonetheless impose a legal regime that
restricts or even prevents their use [e.g. Nowak-Far, 2018, pp. 37-66]. When
framing national cybersecurity rules, member states may rely on the exception
recognised in the so-called doctrine of mandatory requirements, which is anchored
in Article 36 TFEU. That provision reads:

The provisions of Articles 34 and 35 shall not preclude prohibitions or restrictions
on imports, exports or goods in transit justified on grounds of public morality,
public policy or public security; the protection of health and life of humans,
animals or plants; the protection of national treasures possessing artistic, historic
or archaeological value; or the protection of industrial and commercial property.
Such prohibitions or restrictions shall not, however, constitute a means of arbitrary
discrimination or a disguised restriction on trade between Member States.

This means that even when transposing minimum-harmonisation measures such
as NIS 2, member states risk infringing internal market rules if, while professing to
pursue a public interest (for example, cybersecurity), they adopt measures that are:
a) discriminatory, including towards products that benefit from the Cassis de Dijon

principle; or
b) contrary to the principle of proportionality, which requires measures to be

suitable, necessary and the least restrictive means of achieving a clearly defined
public interest objective — see Tridimas [2007, pp. 89—162] and, for EU digital

law, Czarnocki and Patka [2024].

Accordingly, any national measures — legislative or administrative — that go
beyond the Directive’s minimum requirements must be assessed against these

3 Under the Cassis de Dijon principle, products lawfully marketed in one member state must be permitted
to circulate freely in any other member state. See Rewe-Zentral AG v Bundesmonopolverwaltung fiir
Branntwein [1979].
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two fundamental criteria. Only measures that genuinely aim to raise the level of
cybersecurity are neither arbitrary nor discriminatory (as regards goods covered
by the Cassis de Dijon principle and services protected by the freedom to provide
services and the freedom of establishment) and respect proportionality will generally
be unproblematic. Solutions that stray beyond this comparatively narrow margin
may fall outside Article 5 NIS 2.

Moreover, Article 346 TFEU offers a further, specific basis for limiting the reach
of the internal market rules in certain fields of state activity. Paragraph 1 provides:

1. The provisions of the Treaties shall not preclude the application of the following
rules:

(b) any Member State may take such measures as it considers necessary
for the protection of the essential interests of its security which are connected
with the production of or trade in arms, munitions and war material; such measures
shall not adversely affect the conditions of competition in the internal market
regarding products which are not intended for specifically military purposes.

That said, member states do not enjoy unfettered discretion when relying on
this clause. They must interpret Article 346 TFEU narrowly and adopt only those
measures that are strictly necessary and appropriate to clearly identified security
interests. Those interests cannot be hypothetical, nor can the threats they address.
Moreover, such measures must be proportionate to the legitimate threats and, as
Article 346(1)(b) itself makes clear, ‘shall not adversely affect the conditions of
competition in the internal market regarding products which are not intended for
specifically military purposes’ [see e.g. Commission v Spain, 1999].

2. Status of NIS 2 implementation in the EU member states

Transposition has proceeded slowly across the EU, and most member states
missed the deadline. As at 13 October 2025, according to the European Commission’s
website, those that had notified transposition were Belgium [Loi NIS 2, 2024],
Croatia,* Greece [Nopog 5160,/2024], Romania [Legea 124,/2025], Slovakia® and

4 See the dedicated subchapter.
5 See the dedicated subchapter.
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Italy.® Meanwhile, Finland” and Hungary® should also be included, as they completed
transposition after 7 May 2025, though the Commission’s website had not yet been
updated to reflect this. The remaining member states had yet to transpose NIS 2, with
preparatory work at varying stages of progress. Among those that had finalised draft
legislation were Austria, the Czech Republic, Germany, Ireland, Poland and Sweden.

Notification alone does not guarantee correct transposition, though there is
a presumption that the notified measures are compliant.

3. Status of NIS 2 implementation in Poland

As noted above, work on a bill to transpose the NIS 2 Directive in Poland was
well advanced at the time the analysis presented in this article was made. In January
2026, the implementation took the form of an act (promulgated in the Journal of
Laws of 2026, item 252), in force since April 2026. The act does not depart from
the bill analysed, as it:

a) gives significant weight to the country-of-origin criterion when selecting
technology suppliers (products, services and systems) for businesses operating
in sectors classified as important and critical;

b) introduces a category of high-risk suppliers, which may include providers from
third countries; for such suppliers, the bill allows for general restrictive measures
applying across the board, excluding them from the market for supplying services
and technologies to essential and important entities;

c¢) provides for the measures drawn from the 5G Toolbox framed by reference
to suppliers’ origin or corporate control, rather than the characteristics of the
equipment, services or products themselves.

4. Criteria for assessing the quality of the NIS 2 Directive
implementation

Assessing how far individual legal systems uphold technological neutrality is
central to a broader question about NIS 2: does it create scope for technological
arbitrage? In this context, technological neutrality means that rules determining

See the dedicated subchapter.
See the dedicated subchapter.
8 See the dedicated subchapter.
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which technologies may be used in information systems and networks turn solely on
the quality of the technology itself, not on extraneous factors such as the supplier’s
or manufacturer’s origin or nationality. On the classic view, security — including
safety — is an essential dimension of quality. Technological neutrality therefore
does not preclude legal standards whose purpose is to ensure the cybersecurity
of technology.

Technological arbitrage, by contrast, arises where businesses exploit materially
divergent national transpositions of NIS 2 to secure unwarranted advantages, for
example by lowering their costs. A typical scenario would be one in which one
country prohibits the use of a particular technology supplied at a competitive price
by a third-country provider, whilst another does not. Firms in the latter country —
especially essential and important entities — would then acquire cheaper non-EU
technologies, foregoing costlier domestic or intra-EU alternatives. Meanwhile,
purchasers in the former country would be compelled to buy more expensive
technologies, including from the latter country or elsewhere in the Union. The
result, at least as regards the digital component within the internal market, would be
a lasting competitiveness penalty for those obliged to purchase dearer technologies
and a corresponding advantage for those free to procure cheaper ones.

5. Implementation of the Directive in member states

Croatia

Croatia transposed the NIS 2 Directive by the Act of 26 January 2024 on
cybersecurity (Zakon o kibernetickoj sigurnosti) [ZKS, 2024]. The ZKS lays down
rules for identifying and registering essential (kljucni subjekti) and critical (kriticni
subjekti) entities, using basic criteria (relating to the entities’ own characteristics)
and additional criteria (reflecting their market role and resulting significance for
cybersecurity).” The ZKS requires that critical — though not important — entities be
identified within sectors that the Act designates as critical, with a distinction between
high and lower levels of criticality."” Under the ZKS, high-criticality sectors comprise:
energy; transport; banking; financial market infrastructures; healthcare; water
supply; wastewater management; digital infrastructure; ICT service management

9 See Article 52 ZKS.
10 The ZKS defines sectors of lower criticality as ‘other critical sectors’ (drugi kriticni sektori).
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(B+B); the public sector; and the space sector. Sectors of lower criticality include
postal and courier services; solid-waste management; the production, processing and
distribution of chemicals; the production, processing and distribution of food; the
manufacture of certain industrial goods; the provision of digital services; as well as
the research, education and space sectors.

The principal consequence of classifying an entity within the higher- or
lower-criticality group — that is, as an essential or critical entity for the purposes of
Part II, Chapter I of the ZKS — is the obligation to register (Part II, Chapter IIT),
which in turn entails inclusion in a dedicated data exchange regime with other
entities (Part IT, Chapter IT), specific risk-management obligations (Part ITI, Chapter
I, Articles 26—36) and supervisory oversight by the cybersecurity administrative
authorities, performed in Croatia primarily by the National Cybersecurity Centre
(Nacionalni centar za kiberneticku sigurnost, NCSC-HR) in Zagreb.

As part of these risk-management duties, Article 27 ZKS requires essential
and critical entities to establish their own management systems encompassing risk
management. The measures adopted must be proportionate to the degree of exposure
(stupanj izloZenosti), the size of the entity, and the likelihood and severity of incidents,
and must be assessed with regard to their potential societal and economic impact
(drustveni i gospodarski ucinak).

The ZKS does not introduce measures that would exclude, restrict or otherwise
discriminate against particular technologies or suppliers, provided they meet the
Act’s general requirements and, for essential and important entities, the ICT-specific
ones. The key provision here is Article 28 ZKS, which states:

(1) Cybersecurity risk-management measures shall be applied in such a way as not
to impose obligations or discriminate in favour of a particular type of technology,
taking into account the best available technologies employed in the most secure
cybersecurity practices, together with European and international standards and
technical specifications appropriate to the security of network and information
systems, while also taking into account the costs of implementation.

(2) Essential and important entities shall, when implementing cybersecurity

risk-management measures, use specific ICT products, ICT services and ICT

processes that have been certified under European cybersecurity certification

schemes or national cybersecurity certification systems, provided that such an

obligation arises from:

— binding European Union legislation,

— specific regulations governing the provision of certain services in relation to the
performance of specific activities,

— this Act or regulations adopted under Article 24 of this Act.
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In substance, particularly in paragraph 1, this amounts to a BAT-type standard
in technological terms, requiring the use of the best available technology that does
not entail excessive costs when selecting security measures.

Certain specific aspects of cybersecurity management in Croatia are set out in
Government Regulation No 135/2024 on Cybersecurity (Uredba o kibernetickoj
sigurnosti) [UKS, 2024], adopted under the enabling provision in Article 24 ZKS.
The Regulation lays down, in particular, the criteria for classifying entities as essential
or important, procedures for cyber-risk assessment and threat management, incident
response, and requirements on the conformity of technologies and systems with the
national cybersecurity framework. It applies to entities whose level of criticality
has been determined and imposes obligations on them to conduct risk assessments
(including with regard to security of supply) and to implement proportionate technical
and organisational measures as part of cyber-threat management and to prevent
incidents affecting service recipients, other services and the physical environment.
These measures must encompass supply chain security, including the security of
contractual arrangements with each entity’s direct suppliers and service providers.
These requirements align with NIS 2.

Article 30(2) ZKS further provides that entities whose level of criticality has
been determined (i.e. essential and important entities), when applying the measures
referred to above — notably those concerning supply chain security — must act in
accordance with the principle of proportionality and have regard to

the specific vulnerabilities of each direct supplier and service provider and the
general practices regarding product quality and cybersecurity applied by their
suppliers and service providers, as well as the results of coordinated cybersecurity
risk assessments of ICT service supply chains, ICT systems and ICT products,
carried out by a cooperation group jointly [established under the EU law with
representatives of Member States] with the European Commission and ENISA.

The only apparent legal basis for introducing generalised restrictions on the
use of particular technologies in Croatia is found in Part Eight of Chapter ITI ZKS.
Those provisions concern the deployment of countermeasures where significant
cybersecurity threats are identified and apply only to entities whose level of criticality
has been determined (i.e. essential and important entities).
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Finland

Finland transposed the NIS 2 Directive by Act No 124,/2025 on Cybersecurity
(Finnish: Kyberturvallisuuslaki; Swedish: Cybersikerhetslag), published on
7 April 2025. Hereinafter, it will be referred to as the CSL [2025].

In particular, Section 5 CSL is central for present purposes. It governs how the
CSL cross-refers to other instruments — national or EU — that lay down standards
in the same field. Where such instruments exist, Section 5 gives them effect unless
other legislation applicable to the same matters (cyber-threat management or
the notification of serious incidents) provides otherwise and, moreover, only
where applying those measures achieves at least the same outcome as compliance
with the CSL. In the words of Section 5:

...if the NIS 2 Directive requires an entity to apply cybersecurity risk management
measures or notify serious incidents, and these requirements have at least the
same effect as the corresponding obligations set out in this Act [i.e. in the CSL],
then those provisions shall apply in place of the provisions of Chapters 2, 4 and
5 and Section 41 of this Act.

By analogy — under the principle of lex specialis derogat lex generalis — the CSL
also defers, for personal data protection and certain aspects of risk management
in the electricity, natural gas, chemicals, explosives and radar operations markets,
to directly applicable EU law, such as the GDPR [Regulation 2016 /679, or to specific
national provisions [e.g. Act, 2013].

The sectors concerned, listed in Annexes I and II to the CSL, are not labelled
as ‘critical’ or ‘important’. Even so, Section 3 defines their activities as ‘essential for
maintaining critical social or economic functions’ (ér véisentlig for att uppritthalla
kritiska samhdlleliga eller ekonomiska funktioner) and not performed by other entities.
The list broadly mirrors Croatia’s, with minor differences.

The entities listed in the CSLs annexes are subject to specific obligations on
cyber-threat management, including where threats materialise as incidents. These
duties are set out in Chapter 2 (Sections 7-9). Obliged entities must identify, assess
and manage cyber risks so as to ensure the security of networks and information
systems. The aim is to prevent incidents or, failing that, to minimise their impact
on the entity’s operations, ensure business continuity and limit any adverse
effects on other services. Measures must be suitable to the risks, proportionate
and effective. In particular, Section 9 requires entities to apply proportionate
(proportionella) technical, operational or organisational measures consistent with
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their adopted risk-management model and effective in preventing or minimising
harm to communications networks and information systems'' (‘... proportionella
tekniska, drigtsrelaterade eller organisatoriska hanteringsatgdrder i enlighet med
handlingsmodellern for hantering av cybersakerhetsrisker for att hantera sadana
risker som hanfor sig till sakerheten i kommjnikationsndt och informationssystem samt
Jforhindra eller minimera skadliga verkningar.”). Proportionality is to be gauged, among
other things, by reference to the potential impact on the entity’s operations, on other
parts of the network or system, on other services and on the physical environment
(fisiska miljon).

As regards supply chain management, Section 5(2) CSL has the effect that
Commission Implementing Regulation (EU) 2024,/2690 applies, at least for certain
categories of entity. These include DNS service providers; operators of TLD name
registries; cloud computing service providers; data centre service providers; content
delivery network providers; managed service providers; managed security service
providers; providers of online marketplaces, online search engines and social
networking platforms; and trust service providers.

The CSL does not lay down especially extensive crisis management provisions
of its own, so the rules already outlined continue to apply. Meanwhile, in the event
of a crisis, Section 43 requires Traficom to draw up a national plan for handling
large-scale cybersecurity incidents and crises (plan for hantering av storskaliga
cybersdkerhetsincidenter och cybersikerhetskriser). The plan must, among other things,
set national objectives for crisis planning in the field of cybersecurity, identify the
tools to achieve those objectives, and specify the entities obliged to act and the state
authorities responsible for crisis management. In particular, Section 44 provides for
the designation of the authorities responsible for managing cybersecurity crises, and
Section 45 sets the rules for cooperation between authorities.

In the Finnish system, suppliers or technologies cannot be excluded on grounds
other than those arising from a risk analysis — notably one conducted in the context
of aserious incident or crisis. There is, therefore, no category of ‘high-risk suppliers’
in the sense contemplated by the Polish bill implementing NIS 2.

11 The model should cover, inter alia: risk and vulnerability management procedures; supply chain
security; resource and access management; encryption and authorisation policies; incident detection
and response; backup; crisis management; and business continuity arrangements.
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Slovakia

In Slovakia, NIS 2 has been implemented primarily by Act No 366,/2024 Coll. of
28 November 2024, which amends and supplements Act No 69/2018 Z. z. on digital
security and certain other acts [ZKB, 2024]. A substantial part of the underlying
Act [2018] remains unchanged.

The ZKB employs the term ‘basic service operator’ (prevddzkovatel zdkladnej
sluzby). Pursuant to Section 17 ZKB, this includes central and supreme public
administration bodies (‘central state administration bodies and other state bodies
with nationwide competence’ — ‘Utredny orgadn stdtnej spravy a iny organ s celostdtnou
posobnostou’), third parties with a particular impact on ensuring cybersecurity,
critical entities, and persons who, regardless of their size, operate in sectors regarded
as critical (at both higher and lower levels of criticality, discussed below) whilst at
the same time performing a specific systemic role, for example by providing network
and electronic communications services to the public sector or by being the sole
national provider of a service classified as critical. These entities must be entered
in the register of basic service operators. Their key obligation is set out in Section
19(1), which provides:

A basic service operator is obliged, within 12 months of registration in the register
of basic service operators, to establish general security measures, comply with them
and implement them, in line with the risk analysis carried out, at least in relation
to the security measures specified in §20, and to execute them in order to ensure
cybersecurity and resilience. In order to fulfil the obligations set out in the first
sentence, the basic service operator shall adopt, comply with and implement
sectoral security measures, if any have been established. This shall not affect the
obligations to adopt measures in accordance with §20(4). A person providing
services or taking measures in accordance with §2(2) shall implement security
measures on the basis of other provisions.

Asreferred to in §19 and set out more particularly in §20 ZKB, security measures
include ‘tasks, processes, functions and technologies in the organisational, personnel,
physical and technological areas, the purpose of which is to achieve, ensure and
maintain cybersecurity throughout the life cycle of networks, information systems
and operational technologies’. The provision further stipulates that ‘security measures
shall be applied on the basis of the latest security trends [analysis] and international
standards and in accordance with security standards in the area of cybersecurity...".
These measures are to be adopted for the purposes set out in the same provision of
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the ZKB, including the prevention of damage and the addressing of it when it occurs,
as well as the elimination or limitation of its impact upon legally protected goods.

In no case do Slovak regulations impose a general obligation to exclude particular
technologies from use. Nor, as a rule, is such an obligation introduced even in remedial
proceedings. In particular, under Section 29 — which governs such proceedings — the
competent authority may, among other things, determine the scope and manner of
remedying harm suffered by recipients of digital services as a result of a provider’s
breach of cybersecurity rules, and order the application of ‘measures to prevent
similar breaches of obligations in the future’ (Slovak: ‘opatrenia na predchddzanie
vzniku podobnijch poruseni povinnosti v budiicnosti’).

Meanwhile, entities are not classified under the ZKB itself but under a separate
statute: Act No 367,/2024 on critical infrastructure and amending and supplementing
certain acts [ZKI, 2024]."” The ZKI also introduces the category of ‘critical entities
of special European significance’ (kriticke subjekty osobitneho europskeho vijznamau).
According to Section 9(6) ZKI, this group comprises entities already registered as
critical, which provide the same or similar essential services in at least six EU countries
and have been notified by the competent authority of their inclusion in this category.

As for supply chain security — a point central to this study — the ZKI broadly
mirrors the NIS 2 Directive and also draws on elements of the 5G Toolbox. It requires
critical and important entities to manage cyber risks proactively in this area, notably
by adopting supplier security policies covering identification and registration of
suppliers, assessment of the risks associated with them, and analysis of the security
measures applied to them. Moreover, the ZKI requires security requirements to be
written into contracts with direct suppliers and for those contracts to reserve the right
to terminate with immediate effect and to bar suppliers’ access to key infrastructure
elements where security concerns arise.

Hungary

In Hungary, the NIS 2 Directive has been implemented by the Hungarian
Cybersecurity Act (Térvény a Magyarorszdg kiberveiztonsagdrol) [MKYV, 2024].
Fundamental aspects of cybersecurity for critical entities are also governed by the Act
on Critical Entities (Torvény a kritikus szervezetek ellenallo kopessegerdl) [KSZETY,
2024], as well as by the Act on the Coordination of Defence and Security Activities
(Torvény a védelmi es biztonsdgi tevékenységek dsszehangoldsdrel) [VBO, 2021].

12 Asamended by ZKB [2024].
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Articles 5—10 MKV set out the scope of the regime. According to these provisions,

the Act covers four groups of entities:

a) essential (alapvetd fontossdgii szervezetek);

b) important (fontos szervezetek);

c¢) public sector entities — central and local government offices, as well as entities
financed from public funds;

d) companies with Hungarian State Treasury participation — provided that they
are important for economic security.

Entities are classified as essential or important by reference to the criticality
of the services they provide — in particular, their importance for the functioning of
the state, society and the economy — taking into account the size of the entity, the
nature of its services and its market position. The Act designates as essential those
operating in specified industries, on a list broadly comparable to Croatia’s. Meanwhile,
the MKV treats as important those entities that are not deemed critical but operate
in postal and courier services, IT services (including programming) and large-scale
data management. Micro and small enterprises — that is, those with fewer than
50 employees and turnover below EUR 10 million — fall outside the scope of the
Act unless they operate in high-risk sectors or provide services to critical entities.

Articles 37 to 39 MKV set out requirements for risk analysis and cybersecurity
management, including incident management. Under these provisions, in-scope
entities must conduct regular assessments of cyber threats and implement
proportionate measures to reduce them, such as adopting a cybersecurity policy,
putting robust identity and access management in place, encrypting data, segmenting
networks, and commissioning cybersecurity audits and penetration tests (simulated
attacks that verify the effectiveness of security controls). They are also responsible
for assessing risks arising from products and services supplied by providers of IT
hardware and software, cloud computing and hosting, and other outsourced functions
(including IT), and must ensure their supplier relationships are properly structured
in contractual terms. Contracts should set out security requirements (for example,
encryption, access control and business continuity), prescribe procedures for suppliers
to report incidents, and provide for audits or appropriate tests to be carried out by
the customer or by independent third parties appointed by the customer. Entities
must classify the risks associated with supplier-sourced IT systems and services as
basic (alap), significant (jelentds), high (magas) or critical (kritikus) and, where
technologies are assessed as high or critical risk, apply additional measures to
oversee and control their suppliers.
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Issues relating to cybersecurity incidents are addressed in Articles 33—38 MKV.
Under these provisions, any incident that seriously threatens cybersecurity must be
reported to the national cybersecurity authority as defined under the NIS 2 Directive
(CSIRT). In Hungary, this function is performed by the Regulatory Authority for
Regulated Activities (Szabdlyozott Tevékenységek Feliigyeleti Hatosaga, SZTFH)
in Budapest.

Articles 28—29 MKV, meanwhile, deal with supply chain security. They require
entities to assess the security posture of their suppliers — especially those with access
to critical data or systems — and to embed compliance obligations in their contracts.
The Act expressly provides that the security of outsourcing providers, equipment
manufacturers and cloud providers forms part of the operator’s own responsibility.

Articles 81-83 MKV concern the prohibition on the use of certain assets. In
particular, Article 81 empowers the Government to:

a) restrict or prohibit the use of specific products, services or technologies (notably
ICT equipment and software; ICT services, including cloud services; critical
system components such as telecommunications infrastructure; data centres;
and SCADA systems);

b) order the withdrawal of assets from use (for example, by temporarily disabling
services or systems) if continued use poses a risk to national security, the integrity
of critical services or public order; and

¢) require the implementation of critical updates.

The primary purpose of these prohibitions is to safeguard national security, the
integrity of critical services and the stability of supply chains. They may be applied
where:

a) a high risk is identified in the supply of equipment or services;

b) there is suspicion of foreign interference in the functioning of ICT systems; or

¢) critical vulnerabilities arise and the supplier has not remediated them, or they
could be exploited in an attack.

This prohibition mechanism is essentially preventive: its chief function is to limit
or neutralise risks and thereby forestall incidents.

Pursuant to §81(b—i) and §82(2) of the implementing regulation to the MKV
[2024] those prohibitions may be applied to domestic and foreign suppliers alike. This
reflects the MKV’s adoption — and, evidently, that of its implementing measures —
of the principle of non-discrimination, expressed through technological neutrality.
Articles 57-60 MKV emphasise that the choice of suppliers and equipment should
be driven by risk analysis and compliance with security requirements, rather than
nationality or political criteria. There are, though, exceptions for threats to national
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security and for cases where a supplier or its equipment presents an unacceptable
cyber risk (for example, non-compliance with certification requirements or links
to a country deemed a threat). To rely on such exceptions, specific procedures must
be followed: either reliance on SZTFH assessments or the operator’s own assessment
procedures as part of its cybersecurity management system and proportionate to the
level of risk (ardnyos a kockdzattal). Accordingly, Hungarian law does not provide
for any general, criteria-based prohibition on cooperating with suppliers by reference
to their country of origin, or on the use of particular technologies by reference
to their place of supply.

Italy

In Ttaly, the NIS 2 Directive has been transposed by Legislative Decree
No 138 of 4 September 2024 (Decreto legislativo 4 settembre 2024) [DLI, 2024].
The Decree contains both substantive cybersecurity rules and institutional and
procedural provisions. The latter set out the national governance architecture for
cybersecurity, including the remit of the National Cybersecurity Agency (Agenzia
per la Cybersicurezza Nazionale, ACN).

For the purposes of this study, the pertinent rules on protecting national interests,
including economic interests, are found in Article 4 (Protection of national and
commercial interests), Article 9 (National cybersecurity strategy) and, to a limited
extent, Article 13(2). The central principle in Article 4 is that the DLI does
not prejudice the application of other provisions whose purpose is to safeguard
national security and ensure the performance of other essential state functions,
including the maintenance of territorial integrity and public order.

Meanwhile, Article 9 addresses the registration of essential and important entities,
the identification of assets relevant to cybersecurity and the content of the national
cybersecurity strategy. In particular, it may cover:

a) security measures for the supply chain of ICT products and services used by
entities subject to the DLI to provide their services;

b) the definition of cybersecurity requirements that ICT products or services
must meet for use in public procurement, which may include, among other
things, requirements for cybersecurity certification, encryption and the use of
open-source cybersecurity products; and

¢) vulnerability management.

In exceptional circumstances — that is, in the event of a critical incident —
Article 13(2) empowers the national cybersecurity authority (the ACN and, for
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essential and important entities, CSIRT Italia)" to determine, as part of IT crisis
management, (‘... individuano le capacitd, le risorse, e le procedure che possono essere
impiegate in caso di crisi...”).

The DLI does not, however, designate any products, services or systems that
would, at the level of the Decree itself, be subject to restrictions on trade or access
to digital infrastructure. Nor does it provide for the exclusion of specific entities from
the market by reason of their links to a particular third country or their ownership
or control structures.

More pertinent here is Article 27(2) DLI. Until a European cybersecurity
certification scheme is established (as envisaged by Article 49 of the Cybersecurity
Act [Regulation (EU) 2019/881], the competent Italian cybersecurity authority
under the NIS framework (in practice, the ACN) may, following the procedure
in Article 40(5) DLI, require essential or important entities to use ICT products,
services and processes supplied either by another essential or important entity or
by third parties, but only where they have been certified under recognised national
or European schemes (‘...che siano certificati nell'ambito di schemi di certificazione
riconosciuti a livello nazionale o europeo’).

Read as a whole, Article 27 of the DLI sets out non-binding guidance rather than
imposing absolute obligations. Article 28(3) confirms this: the choice of technical
specifications (literally ‘alist’ — elenco) made under Article 28(2) is neither binding
nor exhaustive (‘... non ha carattere vincolante o esaustivo ...) and is published simply
to ‘guide’ essential and important entities towards the relevant national and European
standards established for this purpose. This characterisation of technical standards
accords with the EU’s approach to technical regulation, under which legislation —
whether EU or national — may not compel compliance with any specific standard
[see e.g. Eliantonio, Volpato, Rottger-Wirtz, 2025]. Article 31 further constrains
the imposition of the obligations discussed in this paper — effectively restrictive
measures — by requiring that they be framed and applied in line with the principles
of proportionality and a graduated approach (proporzionalitd e gradualitd). Those
principles apply to the powers and duties set out in Articles 23, 24, 25, 27, 28 and
29, which largely concern risk management. Proportionality also governs market
surveillance and any ensuing interventions (Article 34), which must take account,
for example, of the gravity, scale and duration of breaches of cybersecurity standards
and their consequences.

13 See Article 15 DLI
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Article 31 further specifies how proportionality is to be ensured: account must be
taken of each entity’s level of exposure to risk, its scale, the likelihood of incidents,
and the significance of those incidents for the functioning of society and the economy.

Austria

Austria missed the transposition deadline for NIS 2. At present, the measure is before
Parliament in the form of a final draft Federal Act to ensure a high level of cybersecurity
for network and information systems (Netz- und Informationssystemsicherheitsgesetz)
[NISG, 2024]. As with other comprehensive NIS 2 transpositions, the draft requires
covered entities to register. Pursuant to §29(1) NISG, the register is kept by the
supervisory authority ( Cybersicherheitsbehorde). Under §29(5), the Federal Minister
of the Interior (Bundesminister fiir Inneres) is to lay down the detailed procedure
by regulation.

The relevant provisions on cybersecurity risk management — broadly understood
to include incident handling and other crisis situations — are:

a) §32 NISG, on risk-management measures in the field of cybersecurity

(Risikomanagementmafnahmen im Bereich der Cybersicherheit);

b) §33 NISG, on demonstrating the effectiveness of those measures (Nachweis der

Wirksamkeit von RisikomanagementmafSnahmen);
¢) §34 NISG, on reporting obligations; and
d) §31 NISG (Governance), on organisational arrangements and management

responsibilities within obliged entities.

As regards management duties, §32 requires essential and important entities
to establish a cybersecurity risk-management system comprising technical, operational
and organisational measures designed to prevent risks to their networks and
information systems and to ensure proper service provision and business continuity
where disruptions occur, including those caused by incidents. As part of that system,
entities must conduct periodic risk analyses and assess potential impacts on their
networks and information systems, as well as on the physical context in which they
operate. In doing so, they are to take account of applicable national, European and
international standards, best practice and the costs of implementation — in effect,
an extended BAT approach (best available technology not entailing excessive cost)
to the choice of security measures.

Measures adopted under the cybersecurity management system must be
proportionate (verhdltnismdfig), that is, calibrated to the degree of exposure to risk,
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the size of the entity, and the likelihood and severity of cybersecurity incidents,
together with their social and economic impact (see §32(1) as read with §32(3) NISG).

As regards supply chains (Lieferketten), §32(2) NISG requires obliged entities
to assess their direct suppliers of products and services in terms of their specific
vulnerabilities (spezifischen Schwachstellen), the overall quality of their products and
the cybersecurity practices they apply in dealing with their own suppliers, as well
as the security of their product and service development processes. They must also
take into account the results of any coordinated risk assessment of critical supply
chains carried out under Article 22(1) of the NIS 2 Directive.

These rules will be further fleshed out by regulations issued by the Federal
Minister of the Interior (Bundesminister fiir Inneres). Under §32(4) NISG, the
Minister is empowered to define in detail the technical, operational and organisational
requirements referred to in paragraph 3, and to lay down sector-specific requirements
for the cybersecurity management measures mentioned there.

Incident response is addressed in §§34—38 NISG. §34 sets out the core obligations
of essential and important entities in responding to incidents. §§35-36 lay down
the reporting duties, with particular emphasis on significant incidents (erhebliche
Cybersicherheitsvorfille). §37 deals with the procedure and powers of the competent
cybersecurity authority (the Cybersicherheitsbehorde) in the event of cross-border
incidents. §38 governs the flow of information relating to incidents.

Under the draft, the Cybersicherheitsbehorde is the central authority responsible
for ensuring that essential and important entities comply with the Act and for
coordinating cybersecurity activity with peer authorities in other member states and
at EU level. Its enforcement powers are bounded by the principles of proportionality
and non-discrimination, which in effect presuppose technological neutrality. These
powers are set out, for example, in Chapter 4 (4. Abschnitt) on supervision and
enforcement (Aufsicht und Durchsetzung) of the authority’s directions. Under §38
NISG, the Cybersicherheitsbehirde may carry out system audits of obliged entities,
including security scans (Sicherheitsscans) of their cybersecurity management systems.

Czech Republic

As noted, the Czech Republic has yet to enact national measures implementing
the NIS 2 Directive. Even so, the legislative process is well advanced. The Senate
is in the final stages of scrutinising the bill implementing NIS 2 — hereinafter, the
NZKB [2024] — with the scrutiny period ending on 12 July 2025. A central concept
in the NZKB is that of ‘regulated services’ (regulované sluzby), introduced in §4. The
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provision of such services is subject to registration. Under §4, regulated services are
those intended to secure essential or important (duleZityjch) societal or economic
functions in the Czech Republic, or their security, for example: public administration,
energy, manufacturing, processing of agricultural products, the chemical industry,
water management, waste management, transport, digital infrastructure, the financial
market, healthcare, science, research and education, postal and courier services, and
the defence and space industries, where the operator in question is a medium-sized
or large enterprise.

The NZKB establishes two compliance regimes:

a) aregime of enhanced obligations (rezim vyssich povinnosti); and
b) aregime of reduced obligations (rezim nizsich povinnosti).

Pursuant to §8, the enhanced obligations regime applies to operators of regulated
services which, by virtue of their size, user base, territorial coverage, impact on
the functioning of the economy or on other regulated service operators, or the
heightened risk inherent in their activities, are of significant economic, social or
security importance to the Czech Republic. Operators that do not meet these criteria
fall under the reduced regime. The allocation is not the result of an abstract, general
categorisation; rather, it follows from a decision of the competent cybersecurity
authority (see §8(2)). An entity must be placed under the enhanced regime if it
operates in the sectors listed in §4 and, inter alia, holds a monopoly over the provision
of the relevant service, or if disruption to its service could significantly affect the
security of the Czech Republic, public order, or the life and health of its citizens.

Under §11(1), a regulated service operator must provide the competent
cybersecurity authority — in this case, the National Office for Cyber and Information
Security (Narodni iitad pro kybernetickou a informacni bezpecnost, NUKIB) in Brno —
with supplementary information, including details of its ownership structure, technical
particulars of the services provided and the geographic scope of the regulated service,
including any cross-border aspects.

Beyond data administration and the handling of critical incidents, there are
further duties laid down in §§12—14 NZKB. These require operators to compile
an inventory of primary assets (primdrni aktiva), namely those necessary for the
provision of the regulated service, and supporting assets (podpurnd aktioa), that
is, other assets used within the service delivery system. Operators must ensure the
provision of these services through organisational and technical arrangements that
safeguard those assets. Under §14, measures for meeting the enhanced obligations
regime include organisational and technical solutions covering asset management
(7izeni aktiv) and supplier management (7izeni dodavatelit). Such measures may,
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where justified by specific circumstances, entail excluding certain assets or suppliers;
there is no scope for automatic exclusions.

Specific technologies or providers may only be excluded from services covered
by the NZKB regulation as a result of serious incidents. In such cases, §18(2) NZKB
refers to implementing regulations that may be issued by the European Commission.
In addition, with regard to operators of regulated services who have their main
establishment outside the Czech Republic (i.e. in another EU or EEA country)
and who conduct legal transactions through a representative designated under
the cybersecurity regulations, NUKIB (i.e. the competent national cybersecurity
authority) may apply its own security measures. However, this provision does
not apply to entities providing authentication services.

Restrictions may also flow from the preventive measures (protiopatreni) set out
in §§20-23 NZKB, namely:

a) alarms (vystrahy);
b) warnings (varovdni);
¢) reactive preventive measures (reaktioni protiopatreni).

These measures must comply with the constitutional principle of proportionality.
They may not, under any circumstances, consist simply — and without adequate
justification — in restricting the use of a particular technology or of technology from
a particular supplier.

Provisions of the NZKB relevant to this study concern supply chain security
(dodavatelské retezce). This is dealt with in Chapter 5 (i.e. §§27—-32 NZKB). These
rules establish a mechanism to secure supply chains of strategic importance. In
particular, they require the competent cybersecurity authority to gather information
on who — ‘directly or indirectly (pFimo nebo zprostredkované) — supplies the entities
of particular strategic importance with services that relate to possible threats
to the security of the Czech Republic or internal order’ (... kdo ... poskytuje plnéni
do strategicky vijznamne sluzby, a které se tjkaji mozné hrozby pro bezpecnost Ceské
Republiky nebo vnitini porddek).

Meanwhile, another set of provisions of relevance are those on a ‘cyber threat
state’ (stav kyberneticého nebezpeci) (§§36—41 NZKB), which amounts to a form of
state of emergency for cybersecurity management. Under §36, a cyber threat state
may be declared where there is ‘a serious threat to or disruption of information
security in cyberspace, which may result in a negative impact on the provision of
regulated services or a threat to the security of the Czech Republic, internal order,
life and health, property or the natural environment’ (... je znacné ohroZena nebo
narusena bezpecnost informaci v kybernetickém prostoru, coz miize mit za ndsledek
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negationi dopady na poskytovdni regulovanyjch sluzeb nebo muze dojit k ohroZeni
bezpecnosti Ceské republiky, vnitiniho pofddku, Zivota a zdravi, majetkovijch hodnot
nebo Zivotniho prostredi). It may be declared only for justified reasons and only for
as long as is necessary to neutralise the threat — in any event, for no more than 30
days. For important reasons, the cybersecurity authority (NUKIB) may extend it for
a further 30 days upon notifying the Government. If further measures are required
to address the underlying causes, NUKIB must request the Government to declare
a state of emergency (nouzovy stav) appropriate to the situation, at which point the
Government assumes responsibility for action.

The Czech bill implementing the NIS 2 Directive therefore contains no provisions
introducing a general or blanket prohibition on cooperation with specific suppliers
by reference to their country of origin, nor a prohibition on the use of particular
technologies by reference to their place of origin. In this respect, the bill is
technologically neutral.

Ireland

As noted above, Ireland did not transpose the NIS 2 Directive into national law
by the deadline set by the Directive. By August 2024, the Government had published
the General Scheme of the National Cyber Security Bill [GS-NCS, 2024], together
with the National Cyber Security Bill 2024: Heads of Bill [NCSB, 2024]. The latter
provides the basis for analysing the legislative plans to implement NIS 2 in Ireland.

As an interim measure — without purporting to implement NIS 2 in full —
Ireland’s National Cyber Security Centre (NCSC) issued guidelines on risk
management measures (RMMs) [NCSC, 2025] on 24 June 2025 and launched
the Cyber Fundamentals (CyFun) framework to help organisations, particularly
businesses, meet the Directive’s essential requirements. Under this approach,
organisations in the essential and important sectors must identify and assess cyber
threats, including supply chain risks and those posed by high-risk suppliers. The
RMDMs also set minimum security requirements for network operators and digital
service providers; address supply chain security, including the assessment and
management of supplier risk; and require the application of good security practice
in the design, operation and maintenance of critical infrastructure, as well as
in responding to serious incidents.

In the draft, the NCSB divides regulated entities into essential entities and
important entities. The NCSB treats essential entities (Chapters 5—6) as those
operating in critical sectors, namely: energy, transport, banking, credit institutions
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operating under licence in Ireland, financial market infrastructure, investment
(financial) services, operators of payment and clearing systems, drinking water
supply and wastewater treatment, operators of water supply and sewerage systems,
healthcare, digital infrastructure, public administration (but only specified central
authorities), ministries and other bodies critical to national security.

Relevant provisions are contained in Chapter 5 NCSB, concerning risk-
management measures and reporting obligations. The provisions in this Chapter
apply to both essential and important entities. Under these provisions, such entities
must carry out regular risk assessments, implement appropriate security measures,
and develop and keep their incident and crisis response plans up to date. It should
be emphasised that, in accordance with Head 29(1) NCSB, the obligation to adopt
security measures encompasses a requirement to put in place technical, operational
and organisational measures that are ‘appropriate and proportionate’ to manage risks
to the security of the network and information systems used by the entities in their
operations or in providing their services, and to prevent or minimise the impact
of incidents on recipients of those services or on the services of other entities. In
accordance with Head 29(2) NCSB, obliged entities must have regard to the latest
European and international standards, as well as the cost of implementation, and
select solutions that ‘ensure a level of security of network and information systems
appropriate to the risks posed’." Paragraph 3 of the same chapter leaves no doubt
that this is a matter of proportionality, as it requires that:

[w]hen assessing the proportionality of those measures, due account shall be
taken of the degree of the entity’s exposure to risks, the entity’s size and the
likelihood of occurrence of incidents and their severity, including their societal
and economic impact.

In addition, Head 29(4) NCSB requires that the selection of risk-management
measures be based on a comprehensive, all-hazards risk analysis and aim to protect IT
networks and systems, as well as the physical environments in which those systems
operate, against incidents.

To assess whether supply chain security measures are appropriate, obliged entities
must, in accordance with Head 29(5), take into account the vulnerabilities specific
to each direct supplier of products (including technology) and services, together with
the overall quality of those products and the cybersecurity practices of suppliers of
products and services. The assessment must also cover suppliers’ R&D procedures and

14 From a technical perspective, this provision gives effect to the extended BAT principle.
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should include the findings of any coordinated assessment of critical supply chains
carried out by the Cooperation Group under the NIS 2 Directive (see Article 22(1)).

As noted, essential and important entities are required to carry out regular risk
assessments and to apply security measures commensurate with those assessments. In
relation to suppliers, this entails assessing the potential risks arising from contractual
relationships with them and, in particular, incorporating cybersecurity requirements
into contracts with suppliers (see Head 30 NCSB for further detail). Entities
must then monitor compliance with those contractual provisions — particularly
the security requirements — and verify any supplier declarations of conformity or
certificates submitted.

Germany

Germany has yet to transpose the NIS 2 Directive. However, legislative work
to implement it in German law is well advanced. It currently takes the form of
a government draft entitled ‘Draft Law on Implementation of the NIS 2 Directive and
on Regulating the Essential Features of Information Security Management in the
Federal Administration’ (Entwurf eines Gesetzes zur Umsetzung der NIS-2-Richtlinie
und zur Regelung wesentlicher Grundziige des Informationssicherheitsmanagements
in der Bundesverwaltung) [ GISM, 2024]. The draft is relatively mature: it contains
not only the legislative provisions themselves but also elements of a regulatory
impact assessment and explanatory guidance on how particular measures
should be applied.

As to scope, §28 GISM provides that the core obligations set out therein apply
to essential entities (wesentliche Einrichtungen) and ‘particularly important entities’
(besonders wichtige Einrichtungen), and separately to important entities (wichtige
Einrichtungen). The classification largely mirrors the sectoral taxonomy in the
NIS 2 Directive; key sectors include energy, transport, healthcare, banking, digital
infrastructure, drinking water supply, waste management and the manufacture
of certain product categories specified in the GISM. The ‘particularly important
entities’ category corresponds to the ‘essential entities’ category and, under German
law, encompasses entities whose significance for society, the economy or other
specific public interests brings them within scope — namely operators of critical
infrastructure (Betreiber kritischer Anlagen). Separately, §29 GISM addresses federal
public administration bodies (Einrichtungen der Bundesverwaltung).

Under §41(1) GISM, an operator of critical installations (the aforementioned
Betreiber kritischer Anlagen) must notify the Federal Ministry of the Interior



NIS 2 Directive and Its Implementation in European Union Member States

(Bundesministerium des Innern) before the first deployment of a critical component.
The notification must identify the component and state its intended use. This
requirement does not apply if the operator has already notified the use of another
critical component of the same type for the same application and the competent
cybersecurity authority — in this case, the Federal Ministry of the Interior — has
not prohibited its use. §41(2) GISM provides that the Ministry, in consultation with
the relevant agencies and the Federal Foreign Office, may, within two months of
receiving the notification under paragraph 1, prohibit the operator from proceeding
with the first deployment of the critical component, or issue appropriate general
directions, if such deployment could undermine public order or the security of the

Federal Republic of Germany. In assessing the likelihood of a threat to public order

or security, the authority must pay particular attention to whether:

a) the manufacturer of the component is directly or indirectly controlled by the
government of a third country, including that country’s other government
agencies or its armed forces;

b) the manufacturer has been, or is, involved in activities detrimental to public order
or security in the Federal Republic of Germany or in another member state of
the European Union, the European Free Trade Association or the North Atlantic
Treaty Organisation (NATO), or to facilities located in their territories; or

c¢) the deployment of the critical component is consistent with the security policy
objectives of the Federal Republic of Germany, the European Union or NATO.
Authorisation to make the component available may not be granted until two

months have elapsed from the date of notification. Pursuant to §41(2) GISM, the

Federal Ministry of the Interior may extend that review period by a further two

months where the examination presents particular factual or legal difficulties (... wenn

die Priifung besondere Schwierigkeiten tatsdchlicher oder rechtlicher Art aufweist).

Under §41(3) GISM, critical components may be used only if the manufacturer has
provided the operator of the critical system with a declaration of conformity (in literal
transation ‘guarantee of trustworthiness’: Erkldrung der Vertrauenswiirdigkeit —

Garantieerkldrung). That declaration must accompany the notification required by

paragraph 1. It must explain how the manufacturer ensures that the critical component

contains no technical features specifically designed for misuse, in particular:

1) sabotage;

2) espionage;

3) terrorism; or

4) compromising the security, confidentiality, integrity, availability or functionality
of a critical system.
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The Federal Ministry of the Interior, in consultation with the relevant ministries
and the Federal Foreign Office, is empowered by regulation to prescribe the minimum
content of the declaration of conformity. Those requirements must be guided by
the objectives of protecting the security, confidentiality, integrity, availability
and functionality of the critical component and must address risks to public security and
order associated with the manufacturer, in particular its organisational structure.

Crucially, these rules (as set out in sentences 1 and 2 of the cited provision) apply
only from the date the regulation is published and do not extend to critical components
already in use before that date. Any subsequent amendments to the regulation will
not affect declarations of conformity already issued. By way of exception, however,
§41(4) provides that the Federal Ministry of the Interior, in consultation with the
relevant ministries and the Federal Foreign Office, may prohibit the continued use
of a critical component, or issue directions, if continued use could jeopardise public
order or the security of the Federal Republic of Germany —particularly where the
manufacturer is deemed untrustworthy (nicht vertrauenswiirdig). Paragraph 2,
sentence 2 applies mutatis mutandis.

Under §41(6) GISM, where further use of a critical component has been prohibited
under paragraph 4, the Federal Ministry of the Interior may, in consultation with the
relevant ministries and the Federal Foreign Office, prohibit the planned deployment
and any further deployment of critical components of the same type from the same
manufacturer, allowing a reasonable grace period.

In serious cases of untrustworthiness under paragraph 5, the Federal Ministry of
the Interior may prohibit the use of all critical components from a given manufacturer.
It must then issue its decision in consultation with the relevant ministries and the
Federal Foreign Office.

The position is slightly different where assets are to be withdrawn from use —
whether preventively or as a corrective measure — following security incidents.
On a literal reading of the provisions, incidents alone are not sufficient grounds
to trigger the restrictions described above. However, §41(5) GISM sets out grounds
for treating a manufacturer of critical components as untrustworthy, including:
a lack of adequate security controls and penetration testing of the product and its
production environment; or failing to remedy identified product vulnerabilities and
to notify the operator of critical installations. Accordingly, if a security incident
occurs as a result of such omissions, the restrictions in §41 GISM may be applied.

In addition, the Federal Office for Information Security (BST), may deploy a range
of enforcement and supervisory measures — powers that are particularly relevant
in crisis situations triggered by incidents. In particular, BST may order additional
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audits and inspections to verify whether an entity is meeting its obligations (§61(5)
of the draft). If it identifies deficiencies, it may issue directions requiring specific
corrective or preventive measures (§61(6)—(7) GISM) and require submission of
a plan to remedy the deficiencies, together with evidence of implementation. BSI
is also empowered to require that potentially affected persons be informed of the
nature of the risk and the protective measures, and to publicise information about
the breaches.

If BST’s directions to particularly important entities (besonders wichtige
Einrichtungen) are not complied with, the competent supervisory authority may,
under §61(9) GISM:

a) temporarily suspend all or part of the licence granted to that entity, and
b) temporarily bar untrustworthy management from performing the functions of
their office (i.e. suspend the management board).

These measures are available only where the particularly important entity fails
to comply with the directions. They must be lifted as soon as the entity returns to
compliance.

As regards securing the supply chain, according to §30(1) of the draft GISM:

[p]articularly important entities and important entities are required to take
appropriate, proportionate and effective technical and organisational measures
... to prevent disruptions to the availability, integrity and confidentiality of the
information systems, components and processes they use to provide their services,
and to minimise the impact of security incidents.

When determining whether measures are ‘appropriate, proportionate and effective’
(geeignete, verhdltnismdflige und wirksame ... Maftnahmen), regard must, in accordance
with sentence 1, be had to the extent of the entity’s risk exposure, the size of the
organisation, the costs of implementation, and the likelihood and severity of security
incidents, including their social and economic impact. Entities must keep records
demonstrating compliance with sentence 1. At a minimum, the measures must
include supply chain security, including security-relevant aspects of relationships
with direct suppliers or service providers (§30(2) (4) GISM).

§38 of the draft GISM also places duties on the management bodies of
particularly important entities and important entities to implement and monitor
compliance with §30 GISM, and to undergo training accordingly. The explanatory
memorandum to §30(2) is instructive. It indicates that the requirements set out
in the draft — especially on supply chain security and incident response — may also
encompass scanning (EAS testing). Supply chain security measures may include,
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for example, appropriate contractual terms with suppliers and service providers on
risk management, cybersecurity incident management and patch management, and
the incorporation of BST recommendations relating to their products and services;
they may also involve encouraging suppliers and service providers to adhere to core
principles such as security by design and security by default. In identifying appropriate
measures, the obliged entity must take into account specific vulnerabilities identified
in the products or services of individual direct suppliers and service providers, as
well as the overall quality of those suppliers’ and service providers’ products and
cybersecurity practices, including the security of their R&D processes. When
identifying and selecting specific measures, entities must also have regard to the
results of coordinated risk assessments of critical supply chains carried out under
Article 22(1) of the NIS 2 Directive.

Conclusions

The NIS 2 Directive requires EU member states to establish a legal framework
under which entities of particular systemic importance to society and the economy
must implement a cybersecurity management system that secures their supply
chains and supplier relationships. As part of that framework, member states must
also impose risk-management measures on suppliers of critical ICT products and
services, including mandatory risk assessments. The Directive further sets out rules
for proportionate responses to cybersecurity incidents and crises. However, it does
not create a regime empowering member states to exclude particular suppliers or
technologies solely by reference to their country of origin or capital ties to entities
from certain third countries. In that respect, NIS 2 is technologically neutral.
Accordingly, the exclusion of any supplier or technology from supply chains must
be justified by a cyber threat of sufficient gravity to satisfy the requirement of
proportionality.

The 5G Toolbox is not an autonomous implementation standard for NIS 2; it
must be interpreted in light of the Directive, which has superior status in the EU
legal order. In that sense, the Toolbox helps to clarify the Directive’s rules — for
example, on the exclusion of providers or technologies and their isolation within
systems — but only to the extent and in the circumstances that the Directive itself
permits or requires such measures (notably in response to serious incidents or crises).
The Toolbox also provides guidance on how to apply the principle of proportionality
in those situations.
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All of the national implementing measures examined, adopted by EU member
states other than Poland, reflect the principle of technological neutrality, including
as regards essential and important entities within the meaning of the Directive. None
of these measures creates a free-standing basis to restrict or exclude a particular
technology or supplier through discretionary action unconnected to specific findings
that the systemic risk they pose has risen to a level that renders such restriction or
exclusion proportionate.

Each national cybersecurity management model permits entities that are critical
or important (labelled differently across legal systems, but corresponding to the
two NIS 2 categories) to restrict or exclude specific technologies or suppliers, but
only where a risk assessment indicates a high level of cyber threat, or where serious
incidents or a crisis in the national cybersecurity system have occurred.

Some frameworks — for example, the Hungarian Cybersecurity Act and the
German Draft Law — allow preventive exclusion of a technology or supplier on
grounds that include political criteria (such as a supplier’s involvement in activities
hostile to the state). Any such exclusion is specific rather than general and follows
a request concerning a particular supplier or technology, grounded in an adequate
technical assessment. Even where the assessment reaches an adverse conclusion
about a class of technology, the resulting measures apply to that class only insofar
as the technology is sourced from the supplier concerned.

Each national model requires not only a well-founded justification for any
prospective restriction but also that its personal and material scope be calibrated
to the scale of the identified cyber threats, having regard both to specific personal or
material characteristics and to the impact of the relevant technologies and suppliers
on critical and important infrastructure in the country, as well as on the physical
environment (e.g. German Umuwelt, Swedish miljéen).

The differences between the solutions examined are neither significant
nor material; they consist chiefly of procedural variations and of greater or lesser
specificity as to the factors to be weighed when assessing proportionality. They are
also reflected in the way legislators treat the principle of escalation (i.e. increasing
the intensity of the response) as distinct from proportionality — a distinction made
expressly in Italy’s draft implementation of the NIS 2 Directive. In incident or crisis
scenarios, moreover, Italian law permits the imposition on critical or important
entities of an obligation to restrict their suppliers and technologies to those that
themselves qualify as critical or important entities, or to products certified under
a scheme recognised in Italy. A broadly similar approach is under consideration
in Germany and has already been adopted in Hungary.
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Differences also arise in the scope of obligations by reference to entity size.
In particular, Italian law provides broader exemptions on size grounds: the core
obligations in this area may apply only to large entities.

It is also worth noting that some media portrayals of certain final or draft
measures implementing the NIS 2 Directive are not borne out by the adopted or
proposed texts. A particularly notable example is the Austrian draft (and, to some
extent, the German draft), which has at times been presented as a regime that would
radically exclude suppliers and technologies from third countries. That is not the
case: the final draft provisions are designed to ensure compliance with the principle
of proportionality.
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THE EU INTERNAL MARKET
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ADMINISTRATIVE COURTS

Introduction

Pursuant to Article 26(1) and (2) of the Treaty on the Functioning of the
European Union (TFEU),

[t]he Union shall adopt measures with the aim of establishing or ensuring the
functioning of the internal market, in accordance with the relevant provisions
of the Treaties. ... The internal market shall comprise an area without internal
frontiers in which the free movement of goods, persons, services and capital is
ensured, in accordance with the provisions of the Treaties.

The European single market, regarded as a cornerstone of the European Union,
is one of the most significant achievements of the European integration process. The
instrumental and normative expression of the realisation of the internal market is found
in the fundamental freedoms, namely: the free movement of goods (Articles 28—29
TFEU); the free movement of persons (workers) (Articles 45-48 TFEU); the
freedom of establishment (Articles 49—55 TFEU) and the freedom to provide services
(Articles 56—62 TFEU); and finally, the free movement of capital (Articles 63—66
TFEU). The content of these principles (freedoms) has been developed and specified
primarily through the case-law of the Court of Justice of the European Union (CJEU),
to mention only, by way of example, such landmark judgments as Cassis de Dijon
(Case 120/78), Bosman (Case C-415/93), Gebhard (Case C-55/94) and Commission
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v Portugal (Case C-367/98). In parallel, the CJEU’s acquis has been implemented
and further elaborated in cases pending before national courts that involve an
EU-law component. In particular, the administrative courts have been active in this
respect, considering in their case-law the significance of the above fundamentals
of the functioning of the internal market in subject-matter-diverse disputes, inter
alia concerning tax obligations, the regulation of economic activity, state aid and
a range of other matters. Even a necessarily cursory review of the case-law shows
that the essence and practical significance of the EU freedoms are analysed by the
judiciary primarily through the lens of the cross-cutting principle of proportionality,
without which the design of the internal market — grounded in the principle of
mutual recognition — would, to put it mildly, be difficult to sustain [Cieslinski,
2013, p. 230]. The objective of this study is therefore to demonstrate the impact of
the EU freedoms on the application of administrative law and thus to illustrate the
harmonisation of the national legal system with EU law at the operative level, i.e.
in the practice of law application, in matters relating to the internal market. The
thesis advanced here is that the internal market is perceived in the practice of Polish
administrative courts as an autonomous value, as well as fundamental freedoms,
while the principle of proportionality constitutes the means by which those values
are realised in public legal transactions.

1. The meaning and theoretical contours of the principle
of proportionality

The principle of proportionality is regarded — particularly in the case-law of the
Court of Justice — as a general principle of EU law, now finding its normative basis
in Article 5(4) of the Treaty on European Union (TEU), according to which (first
sentence), ‘[u]nder the principle of proportionality, the content and form of Union
action shall not exceed what is necessary to achieve the objectives of the Treaties’.
This principle fulfils two essential functions. First, it prevents the introduction of
unnecessary restrictions on the free movement of goods, persons, services or capital;
that is to say, it is an instrument serving the integration of the markets of EU member
states. Secondly, it guarantees to participants in the internal market that the rights
conferred by the Treaty provisions cannot be infringed without justification,; it thus
ensures the protection of individual rights and interests [ Maliszewska-Nienartowicz,
2009, pp. 14—16]. Since the Cassis de Dijon precedent, the role of this test has increased
markedly: the catalogue of values capable of being set against the freedoms — and
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thereby limiting them — has expanded significantly, whilst the scope of the freedoms
themselves has developed so as to permit the challenge of national measures that are
non-discriminatory. The principle now determines the specific design of the freedoms
and, more generally, shapes the manner of their application by the Court of Justice as
well as the limits of the obligations arising for member states in concrete cases. Since
it ultimately allows the scope of permissible restrictions to be specified, it effectively
decides on the division of powers and the degree of deregulation. Its role stems from
the very nature of the freedoms as subjective rights and norms that leave a significant
margin of discretion and expose conflicting interests — economic integration and
non-market interests, national and supranational concerns, public and private
values — which require highly individualised adjudication and balancing that only
proportionality can ensure [ Cieslinski, 2013, p. 233]. It therefore needs no extended
justification to observe that it is precisely in the context of reviewing the compatibility
of national rules with EU law that the special role of the courts in protecting the
subjective rights of the ‘actors’ of the internal market becomes apparent.

As Mudrecki notes, although the Court of Justice has not developed a coherent
theory of the principle of proportionality, it generally refers to infringements of
this principle in the sense of a proportionality test sensu stricto as understood by
Alexy [Mudrecki, 2020, Chapter 11.4]. That test rests on a dichotomous division of
legal norms into rules and principles. The latter — unlike rules, which operate on an
‘all-or-nothing’ basis — function according to a ‘more-or-less’ scheme, which gives
rise to the problem of competing principles in a manner that departs from classical
conflict-of-laws reasoning [ Peczenik, 1989, p. 76]. Classical conflict rules do not apply
in the case where principles, in the above sense, are in conflict: principles cannot
be ‘set aside’ or ‘invalidated’ en bloc; rather, they may be fulfilled to a greater or
lesser degree depending on the case at hand. This entails determining the weights of
competing principles in a given case and according to conditional priority to one of
them [Alexy, 2010, pp. 80—87]. On this basis, Alexy’s theory of principles is defined
by three core propositions: the optimisation thesis, the law of collision, and the law
of balancing. According to the first, the normative structure of principles takes the
form of optimisation commands, imposing an obligation to realise a given state of
affairs to the highest extent possible in the circumstances.

As indicated, this means they may be realised to varying degrees depending on
the factual and legal context. Where competing principles arise, one must determine
to what extent and which of them is to take precedence so that each is realised to the
highest possible degree. Principles may thus be fulfilled gradationally, i.e. to a greater
or lesser extent. The collisional nature of principles is another defining feature;
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collisions of principles are derivative of collisions of values. Correspondingly, the
gradual fulfilment of principles reflects the gradual realisation of values. There is
no possibility of resolving ex ante all theoretically possible collisions of principles.
Accepting such a possibility would require a comprehensive hierarchy of principles
mirroring a hierarchy of values, which does not seem feasible given the worldview
pluralism of contemporary societies. The complexity of social reality therefore
necessitates assessing the priority of one principle over another through the prism
of a fragment of reality situated at a specific time and place. Such preference is,
as noted, conditional in the sense that the priority of principle A over principle B
in circumstances X does not exclude the priority of principle B over principle A in
circumstances Y. As a mechanism for resolving such collisions, Alexy proposes the
law of balancing, i.e. determining, based on the circumstances of the particular case,
the conditional (relative) priority of one principle over others, which in substance
entails applying the proportionality test. The essence of proportionality is to realise
one principle in a manner that causes the least possible detriment to the realisation of
a competing principle. The permissible degree of the non-fulfilment or infringement of
one principle depends on the degree of importance of fulfilling another — the greater
the degree of non-fulfilment of one principle, the more important the fulfilment of
the other must be. The principle of proportionality comprises three sub-principles:
suitability (appropriateness), necessity, and proportionality in the narrow sense. The
last of these expresses the very essence of balancing colliding principles (the sensu
stricto test), as it delineates the legal limits of the fulfilment of competing principles.
The balancing referred to here proceeds in three stages. First, one must determine
the degree of non-fulfilment or infringement of the first principle (P1). Secondly,
one must determine the significance of fulfilling the competing principle (P2). This
means that the degree of importance of P2 is the same as the degree to which non-
infringement of P1 would infringe P2. The third stage consists in juxtaposing and
evaluating the results of the two preceding stages, i.e. assessing whether the importance
of satisfying the competing principle P2 justifies the infringement (non-fulfilment)
of principle P1. This phase captures the essence of the balancing of principles and, at
the same time, is what the Court of Justice in fact undertakes when assessing cases
for which the normative template consists in the EU freedoms and the assessment of
their restrictions in the light of proportionality [ Alexy, 2010, pp. 97-99, 132—133].

It should be emphasised that the resolution of collisions of principles is no longer
the exclusive domain of constitutional courts in the broad sense —i.e. courts operating
within both national and international jurisdictions (in particular, the Court of
Justice) — but has become part of the operative discourse of the courts of fact,
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including the administrative courts. Thus, the courts a quo have themselves become
exponents of the constitutional system of values and, accordingly, guardians of the
Treaty freedoms. In dispensing justice and performing the tasks of administrative
adjudication, the courts are therefore not oriented solely towards decision-making
by reference to a narrowly understood criterion of legality but take into account the
law’s complex character, facing the necessity of balancing the principles and values
relevant to the given (hard) case [ Grzybowski, Sarnowiec-Cistak, 2018, pp. 69—70].
In the European economic space, that balancing takes place, as noted, on the basis
of the Treaty freedoms constitutive of the internal market.

From the foregoing observations it follows, first, that the limits of the freedoms
(of the common market) have become the subject of a judicial dialogue between the
national courts and the Court of Justice. Secondly, what has become the common
denominator — the interpretative and operational tool — for the Treaty freedoms
is the proportionality formula, universal across the European legal space and the
juridical model of law application. The content of that formula, albeit open-textured,
nonetheless has theoretical contours that describe the essence of judicial statements
in which values (principles) realising the assumptions of the internal market are
balanced. These conclusions will be illustrated with selected examples from the
case-law of the administrative courts.

2. Fundamental and instrumental values in the judicial practice
of Polish administrative courts

The case-law of administrative courts emphases that the principle of proportionality
is a fundamental systemic principle of the European Union, which applies, inter alia,
when enacting and applying national law intended to realise Union objectives. This
principle performs a role analogous to the constitutional systemic principles of the
member states. The proportionality test developed in the case-law of the Court of
Justice has been invoked, inter alia, in relation to administrative fines connected with
the incorrect accounting of harmonised taxes, in particular VAT. As is well known,
value-added tax is a means of achieving the aim of establishing the internal market.
It is a turnover tax which, in principle, does not distort competition or hinder the
free movement of goods and services (Article 113 TFEU; fourth recital of the VAT
Directive) [ Council Directive 2006/112/EC]. Although this is the overarching aim
of the common VAT system, one must not overlook the fact that VAT is vulnerable
to fraud (in particular, so-called carousel fraud). Combating fraud, tax evasion and
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potential abuse is therefore an objective recognised and supported by the VAT system
[ Tanoarch, 2011, para. 50 et seq.]. Consequently, one of the measures countering
pathologies of the common VAT system is the imposition of various administrative
sanctions —in Poland, the so-called ‘additional tax liability’. The essence of this
measure is to protect the tax system from the financial consequences of tax fraud; the
mechanism adopted allows a defaulting entity to be charged with an administrative
sanction of up to 100% of the amount of the tax shortfall. In this connection, drawing
on the CJEU’s case-law, the Supreme Administrative Court has underscored that:

where acts have been committed with the aim of perpetrating a VAT fraud resulting
in an understatement of liability or the obtaining of an undue refund of excess
input tax, the importance of the objective of preventing such fraud empowers the
legislature, in pursuing that objective, to employ legal measures whose effects
for taxpayers are marked by a significant degree of severity. By its very nature, ...
the proportionality criterion sensu stricto implies that where the measure subject
to the proportionality test is intended to realise the above objective, the level of
severity may be commensurately high relative to the rank of that objective. In
such a situation even a very considerable severity of the protective measure does
not give rise to a sense of loss of reasonable proportion between that severity and
the importance of the objective protected. Accordingly, ... a sanction consisting in
the obligation to pay 100% of the input tax which the taxpayer deducted in breach
of the law does not infringe the principle of proportionality where the taxpayer
committed that breach knowingly, being aware of his participation in tax fraud.
... The serious and negative nature of such conduct justifies the introduction into
the legal system of provisions with a preventive effect. In such circumstances,
the application to the taxpayer of a sanction which ... may be regarded as open
to justified criticism, cannot, in view of the taxpayer’s deliberate action to obtain
an undue deduction, be assessed as infringing the principle of proportionality. In
such a case, the requirement to maintain a rational proportion between the degree
of severity caused by the sanction and the weight of the objective pursued by the
sanction is satisfied. [CBOSA, 2022a]

At the same time, it goes beyond what is necessary and indispensable to achieve
the above preventive aim to impose an additional tax liability on a taxpayer where the
irregularity stems from interpretative divergences, i.e. does not constitute material
unreliability. An error is not the same as fraud. Where an understatement of the
taxable amount is the consequence of an error in applying the VAT mechanism, the
measure cannot be regarded as necessary to achieve the aims of ensuring proper tax
collection and preventing tax fraud (see e.g. judgment of the Warsaw Voivodeship
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Administrative Court, ref. IIT SA/Wa 926,/23, CBOSA). In other words, the principle
of proportionality serves to demarcate both the limits of protection and the scope of
permissible interference with the taxpayer’s rights within the common economic area.

The administrative courts also analysed the limits of the freedom to conduct
a business (right of establishment) by undertakings operating within the European
Union. An illustration is provided by the case-law concerning the register of domain
names used for the offering of gambling services contrary to statute. The purpose of
that register is to restrict (block) access to illegal websites offering gambling (online
casinos, betting, etc.) that do not hold the requisite authorisation issued by the Polish
authorities. It is thus a tool allowing for the exclusion from the market of undertakings
which do not submit to the regulation of gambling activity under the rules in force
in Poland and which, for that purpose, intentionally use domains registered outside
the country. In this context, the case-law stresses ‘the lack of harmonisation at EU-law
level of the market in games of chance’, with the consequence that

it must be regarded as a natural corollary of this state of affairs that Member States
enjoy a wide regulatory discretion in determining the rules governing gambling,
justified by the specific nature of gambling and, above all, by the serious risks
associated therewith for those who participate and for those who organise it.
Gambling creates dangers for the economic, social and family situation of those
who take part and may lead to addiction comparable to addiction to narcotics and
alcohol. In the case of gambling, the benefits associated with the operation of a free
market therefore do not arise. The principle governing gambling is that players
lose more than they win. Those who organise gambling in effect ‘sell’ the illusion
of rapid enrichment at the cost of the real impoverishment of those consumers who
engage in such games. From a societal perspective, opening the free market to this
sector would therefore produce exclusively negative effects, since the competition
underpinning that market does not deliver the expected consumer benefits in this
field. Hence, it is accepted that the morally and financially harmful consequences of
gambling for individuals and society may justify a wide regulatory competence of
Member States as regards determining the necessary level of consumer and public-
order protection. That regulatory competence encompasses the discretion to set
the objectives of their policy on games of chance and, where necessary, to specify
in detail the level of protection sought, which at the same time constitutes the
criterion for assessing the legality of national measures, provided, of course, that
restrictions adopted in that regard meet — as shaped by the Luxembourg Court’s
case-law — the requirements of proportionality. Moreover, the mere fact that
a given State chooses a different system of protection from that adopted by another
Member State cannot affect the assessment of the necessity and proportionality
of the measures adopted in this field. [CBOSA, 2024]
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Therefore, if in the field of gambling the benefits associated with the free market
do not materialise, and in relation to economic activity in gambling — which, by reason
of its nature, is subject to strict regulation — member states may enjoy a relatively
broad regulatory competence, then ensuring the necessary and indispensable level
of consumer and public-order protection may justify the adoption of legal solutions
consisting in authorising gambling on the basis of exclusivity (a monopoly). This
has the advantage of channelling games into a controlled circuit and preventing the
risk of their being organised for fraudulent and criminal purposes; in other words,
in granting exclusive rights to conduct online gambling to a single entity subject
to strict public control [CBOSA, 2024].

In the view of the Supreme Administrative Court, the national solutions, including
those concerning the register of domains used for offering gambling contrary to
statute, accord with these assumptions. As the case-law puts it:

the legal solutions adopted in national law do not, in any degree or respect, diverge
from — indeed they correspond to — the approach endorsed in the Luxembourg
case-law as regards the possibility and permissibility of establishing, in the present
field, a rule of exclusivity (monopoly), i.e. granting exclusive rights to conduct
online gambling to a single entity subject to strict public control. [CBOSA, 2024]

At the same time,

introducing the possibility of blocking access to illegal domains ensures that
players will have no doubt as to whether they are using the services of a lawful
gambling operator. Experience to date shows that many persons participating
in illegal gambling are unaware that they are infringing statutory provisions.
This is due to the broad availability of illegal websites and the low level of public
awareness of statutory restrictions applicable to the catalogue of games that may
be offered online. The legislator hopes to raise public awareness in this respect. ...
in connection with the granting of the right to organise certain games online to an
entity exercising the state monopoly in that field, that entity will in large measure
be burdened with new obligations. This clearly indicates coherence and systemic
approach to ensuring the highest level of protection of citizens against the negative
effects of gambling. ... ensuring appropriate public oversight of that segment of
the gambling market which encompasses online casino games (among the most
addictive forms of gambling) may be achieved solely through supervision of the
entity exercising the state monopoly. This will enable the establishment of a legal
framework ensuring the achievement of the objective through an offer adjusted
to it both quantitatively and qualitatively. It will also increase the percentage of
players using the lawful, state-controlled offer. The effect of the above solutions
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will be to increase the market share of lawful operators and the consequent rise
in the level of consumer protection. The aim ... is to restrict the possibility for
entities without the requisite authorisation to offer online gambling. Such entities
do not meet the requirements relating to ensuring the highest possible level of
player protection. This concerns protection both against the negative social and
economic consequences of gambling and addiction and against the refusal by
entities to honour financial commitments to players. [CBOSA, 2024]

Accordingly, it is accepted that

ameasure ensuring the enforcement of national rules establishing the principle of
exclusivity (monopoly) as regards games of chance ... may consist in a mechanism for
blocking (an order to block) access to websites through which unlawful gambling
services are offered; serving to prevent their use, this is treated as an indispensable
element of the protection that a Member State may and intends to ensure in its
territory in the field of games of chance... [CBOSA, 2024]

The courts do not discern in this respect an infringement of the freedom to provide
services and, crucially, emphasise — by reference to the CJEU’s position — that

there is no obligation to examine, in each individual case, whether an implementing
measure intended to ensure compliance with that regulation is suitable for
guaranteeing attainment of the objective pursued by it and whether it is consistent
with the principle of proportionality, provided that the measure is indispensable
to ensuring the effectiveness of that regulation and does not contain any additional
restriction beyond that which follows from the regulation itself. [CBOSA, 2024]

The said register serves solely to ensure the attainment of the Act’s objectives
(in particular securing the said monopoly) and does not entail any additional
restrictions.

The judiciary also invokes the EU freedoms in matters concerning access
to state aid in a broad sense. For example, in its judgment, the Warsaw Voivodeship
Administrative Court considered the access of a foreign (EU-based) undertaking
to exemption from social security contributions under special measures intended
to counter and remedy the effects of the COVID-19 pandemic. As a rule, this support
was granted to undertakings operating in sectors particularly affected by the pandemic
(including, inter alia, tour operators). The problem addressed by the court was that
the undertaking was not listed in the REGON register and thus its principal activity
qualifying it for exemption could not be determined on the basis of that register,
as required by national implementing measures (regulation). There was, however,
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no doubt that the undertaking provided, within the territory of Poland, tour operator
services — i.e. services falling within the scope of the support. Addressing this issue,
the court observed that the administrative authority’s position

in effect runs counter to the constitutional hierarchy of sources of law, consistent
at both national and EU level. It should be noted that among the fundamental
principles of EU law is the prohibition of discrimination on grounds of nationality...,
which must be related also to the freedom of establishment. [CBOSA, 2022b]

Consequently, the authority’s rationale for a formal restriction on access
to support — namely that an EU-based foreign undertaking conducting the supported
activity is not eligible for exemption from contributions on account of the lack of
a relevant entry in the REGON register — is irreconcilable both with the general
principles governing the pursuit of economic activity in the territory of the Republic
of Poland and ‘is discriminatory on grounds of nationality’. In substance, this amounts
to ‘an attempt to interpret constitutional and statutory principles through the prism
of ... the understanding of a sub-statutory act, which does not withstand scrutiny
in the light of systemic arguments’ [CBOSA, 2022b)].

The examples of rulings cited above indicate that Polish administrative courts
undoubtedly uphold the internal market and its fundamental freedoms. At the same
time, certain differences can be observed in the operationalisation of internal market
principles, manifested particularly in whether the court invokes the principle of
proportionality in its reasoning.

Conclusions

The foregoing considerations show first and foremost that the taxonomy
of the general principles of EU law is perceived similarly in the case-law of the
Court of Justice and of national courts. In particular, the CJEU appears to draw
a distinction between principles that have an autonomous normative force and those
that require recourse to other principles. It should be recalled, for example, that
the CJEU has indicated that there is no basis for the autonomous application of
the principle of non-discrimination (Article 18 TFEU) or the principle of ensuring
the functioning of the internal market (Article 26 TFEU) where the Treaty contains
specific provisions on the freedoms guaranteeing the functioning of that market,
in particular the freedom of establishment or the free movement of goods and the
freedom to provide services [see e.g. Tesco-Global Aruhdzak, 2020, paras 55-56]. At
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the same time, the cross-cutting principle of proportionality is the means by which
the internal market freedoms are realised and their limits determined. Although the
scope of application of proportionality extends well beyond the internal market, its
application in this field is of particular significance. The interests of EU member
states are pursued primarily within the internal market, and one of the conditions
justifying derogations from the free movement of goods, persons, services and
capital is precisely the principle of proportionality [ Frackowiak-Adamska, 2009,
pp. 15—16]. Likewise, in the necessarily selective case-law presented, the fundamental
importance of the Treaty freedoms is highlighted alongside the proportionality
formula as the instrument delimiting, on the one hand, the freedom of Union
entrepreneurs and, on the other, the extent of permissible public intervention with
that freedom. In other words, the content of the rules defining the internal market
freedoms is specified with regard to proportionality. It is also important that the
proportionality formula has a defined theoretical structure which is reflected in the
judicial dialogue between national courts and the Court of Justice. In particular,
legal assessments appear to rest upon the model distinction between the elements
of the proportionality test: suitability, necessity and proportionality sensu stricto
[Frackowiak-Adamska, 2009, pp. 269-274].

One may therefore venture the claim that proportionality, although recognised
in the case-law as a general principle of EU law, performs a subsidiary role in relation
to the objective of ensuring the functioning of the internal market and the freedoms
that constitute that market. Its character is thus, so to speak, instrumental. By
contrast, the freedoms themselves, as well as the internal market, constitute
fundamental (intrinsic) values within the meaning of the TFEU. This distinction
has a long philosophical pedigree, referring in particular to Kant’s division between
categorical and teleological values, i.e. values that embody the assumed end and those
that are associated with the means of attaining that end. This bears not only upon
the perception (classification) of the above EU-law principles but should also affect
the way assessments are formulated concerning the limits of the Union freedoms.
In particular, such assessments may be relativised systemically or instrumentally
[Wréblewski, 1973, pp. 51-53]. This thesis is likewise illustrated by the case-law
of Polish administrative courts.

The first type of assessment addresses the question whether a given regulation
corresponds to the fundamental assumptions upon which the legal system is founded
—in this case, the internal market as the very warp of the European Union. An
example of system-relativised assessments, as they point to the intrinsic significance
of the freedom of establishment and the freedom to provide services, is provided
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by the judgments discussed above concerning the register of domains used to offer
gambling contrary to statute and access to support measures countering the effects
of the COVID-19 pandemic. In the former, the court essentially emphasised that,
given the acceptance within the internal market of the rule of exclusivity (monopoly)
for online gambling by a single entity subject to strict public control, there is
no obligation to carry out a proportionality test sensu stricto in order to assess the
compatibility of that institution with EU law. In the latter, attention was drawn
to the inadmissibility of introducing restrictions, by way of sub-statutory acts
(regulations), on access to public support for EU undertakings providing services
in Poland — and, indirectly, on the fundamental rights of Union entrepreneurs — thus
underlining the importance and rank of the fundamental freedoms constitutive of the
internal market. Instrumental assessments, by contrast, address whether particular
regulations properly serve the realisation of intrinsic (fundamental) values, i.e. those
posited by law. An example of an instrumental assessment is the case-law concerning
administrative fines (sanctions) connected with fraud within the common VAT
system. The essence of the administrative courts’ reasoning in this respect is that
the severity of a fine is justified to the extent, first, that it is linked to fraud and,
secondly, that it is calibrated (by rate or amount) to the degree of culpability of the
participant engaging in fraud. The source of the justification for the level of sanctions
thus lies in the proportionality test, in the light of which measures countering the
distortions of the VAT system should not, in conflict with the principle of VAT
neutrality, go beyond what is necessary to achieve the fundamental objective of the
proper functioning of the VAT system and hence of the internal market.

Perceiving the relationship between intrinsic values (the internal market, the EU
freedoms) and proportionality as a means to an end (an instrumental value) may have
not only a taxonomic value for doctrinal knowledge but also an operative dimension.
It may assist in conceptualising problems relating to the functioning of the internal
market, in particular by facilitating their legal characterisation (e.g. whether they
concern a ‘direct’ breach of a Treaty freedom or the delimitation thereof).
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MIGRATION DYNAMICS IN THE NEW EU
MEMBER STATES SINCE 2004: POLAND
IN COMPARATIVE PERSPECTIVE

Introduction

The accession of the Central and Eastern European states to the European
Union after 2004 marked a turning point that reshaped nearly every aspect of their
economic, political and social life. Accession was accompanied by far-reaching
institutional reforms, including market liberalisation and the lifting of barriers
to cross-border movement. Among the most significant consequences were new
migration patterns — initially outward, then inward — that became a defining feature
of the post-accession period. This chapter examines Poland’s migration dynamics
in comparative perspective, setting the Polish experience within the wider context
of the countries that joined the EU from 2004 onwards.

When analysing migration trends in the majority of countries that joined
the EU in the twenty-first century, i.e. Poland, Bulgaria, Croatia, Cyprus,
the Czech Republic, Estonia, Lithuania, Latvia, Malta, Romania, Slovakia,
Slovenia, Hungary' — it is important to recognise that, despite certain shared
features of their recent histories — many having been within the Soviet sphere
of influence and some having formed part of the USSR* — these countries also

1 Throughout this chapter, Poland, Bulgaria, Croatia, Cyprus, the Czech Republic (Czechia), Estonia,
Lithuania, Latvia, Malta, Romania, Slovakia, Slovenia and Hungary are referred to collectively as the
new EU member states.

2 With the exception of Cyprus and Malta.
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differ markedly in their migration experiences. The chapter therefore highlights
both the similarities and the principal differences in migration trends across these
countries, with particular attention to movements beyond the EU and inflows
from outside it. From a theoretical perspective, international migration is driven
chiefly by two forces: economic differentials that generate voluntary labour
migration, and crises — such as wars or natural disasters — that prompt forced
displacement. In voluntary labour migration, people typically view socio-economic
conditions at home as unsatisfactory and believe that moving abroad will, or is
at least likely to, improve their prospects. Yet the realisation of these aspirations
is constrained by migration barriers, understood as structural constraints that
significantly reduce the number of people who actually move. Such barriers most
commonly take the form of formal legal restrictions intended to shield the labour
markets of highly developed countries from large-scale inflows of foreign workers.
In the Central and Eastern European economies examined here, these forces have all
shaped migration patterns over recent decades; the chapter considers them in that
regional context.

1. Historical background

From the end of the Second World War, the countries of Central and Eastern
Europe (CEE) lay within the Soviet sphere of influence, and the socialist authorities
imposed tight restrictions on emigration to the West. The migration literature often
cites the CEE states in 1945—1990 as rare cases of the imposition of emigration
controls — a practice now uncommon and largely confined to authoritarian regimes.
Such restrictions complicate the analysis of international migration in the region,
as between 1945 and 1990 the authorities kept no meaningful statistics, recording
only official exit permits [Iglicka, 2007]. In Poland, for example, just 52 permits to
emigrate to ‘capitalist countries’ were registered in 1954 [ Stola, 2001]. For the Baltic
republics, reliable sources are even scarcer, not least because Soviet demographers
argued that there were hardly any reasons for emigration from socialist states [ Rosset,
1975; Kaczmarczyk, 2005].

Despite the paucity of official data, estimates suggest that between 1945 and 1990
more than one million people left Poland, nearly half a million left Czechoslovakia
[Drbohlav et al., 2009], and around 400,000 left Hungary [ Godri, Soltész, Bodacz-Nagy,
2014]. Similar figures to those for Hungary are reported for Bulgaria [ Markova, 2010
and for Romania. Emigration was higher in Yugoslavia, where the liberalisation of
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exit policy in the 1960s is estimated to have enabled over one million people to move
to Western countries. Also notable are the departures of several hundred thousand
Italians from territories annexed to Yugoslavia after the war, and of more than one
hundred thousand Muslims to Turkey.

It is obvious that emigration from CEE to Western Europe would have been far
greater had state authorities not curbed both emigration and foreign travel through
numerous restrictions. In demographic terms, the countries of Central and Eastern
Europe were net emigration countries in the post-war decades (that is, they recorded
negative net migration), but actual outflows were heavily suppressed by state policy.

2. Systemic transformation

The end of the socialist system and the lifting of exit controls fundamentally
changed migration from the countries of the former Eastern bloc. In the first years
after the barriers came down, people who had long intended to emigrate but had
been unable to do so finally exercised that choice; family reunification was a common
motive. A second, gradual shift concerned the very form of mobility: permanent
or long-term emigration gave way to temporary labour migration, encouraged by
favourable exchange rates for Western currencies. Crucially, people could now migrate
abroad to work and return home without fear of sanctions or of being barred from
re-entry — in stark contrast to the pre-transformation period.

During the 1990s, Romania experienced the largest outflows among the CEE
states, especially in the latter half of the decade as the costs of economic restructuring
became acute. Similar pressures — rising unemployment and the contraction of
inefficient industrial sectors — were felt across the region and spurred labour migration
to Western Europe. The notable exception was the Czech Republic, whose economy
performed comparatively well, and which gradually became a country of immigration,
particularly for Slovaks. The former Yugoslav republics of Slovenia and Croatia
were a special case. Their pursuit of independence in the early 1990s led to armed
conflict. In Slovenia, the war was brief, lasting ten days, but in Croatia the war of
independence was prolonged and had major consequences for large-scale migration.
Many Croats were forced to leave their homes in the war-affected areas; most moved
elsewhere within Croatia, but a significant proportion left the country. After 1995 and
the end of hostilities, around 200,000 Serbs also left Croatia. Post-war emigration
of Croats continued, driven by economic hardship, war damage and ethnic tensions.
Cyprus and Malta likewise merit separate mention, as their migration dynamics
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differ in several respects owing to geography. In Cyprus, the unresolved division of
the island has played a significant role, prompting both movements within the island
and emigration to other EU member states. Malta, by contrast, has long been shaped
by substantial emigration, particularly to English-speaking countries.

3. EU accession and post-2004 migration

A watershed for migration in these countries was their accession to the European
Union — most in 2004, with Bulgaria and Romania following in 2007, and Croatia
in 2013. Enlargement was accompanied by the phased opening of EU-15 labour
markets to citizens of the new member states, under transitional arrangements set
out in the accession treaties (see Tables 1-3).

Table 1. Transitional arrangements for the 2004 enlargement (Poland, Czechia,
Slovakia, Hungary, Slovenia, Lithuania, Latvia, Estonia)’

Country Year labour market opened
United Kingdom 2004
Ireland 2004
Sweden 2004
Finland 2006
Spain 2006
Portugal 2006
Greece 2006
Denmark 2006
Netherlands 2006
Italy 2008
France 2008
Luxembourg 2007
Belgium 2009
Germany 201
Austria 201

Source: Author’s own compilation based on Ulceluse and Kahanec [2023].

3 Cyprus and Malta, which also joined the EU in 2004, were not subject to labour-market restrictions
under the transitional arrangements; their nationals had immediate access to EU-15 labour markets.
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Table 2. Transitional arrangements for the 2007 enlargement (Bulgaria, Romania)

Country Year labour market opened
Sweden 2007
Finland 2007
Spain 2007 (temporary suspension for Romanian citizens, 2009-2014)
Portugal 2009
Greece 2009
Denmark 2009
Italy 2012
Ireland 2012
Netherlands 2012
Belgium 2012
France 2014
Luxembourg 2014
United Kingdom 2014
Germany 2014
Austria 2014

Source: Author’s own compilation based on Ulceluse and Kahanec [2023].

Table 3. Transitional arrangements for the 2013 enlargement (Croatia)

Country Year labour market opened
Germany 2015
Austria 2020
All other EU countries 2013

Source: Author’s own compilation based on Ulceluse and Kahanec [2023].

Asnoted, in the pre-accession years, the CEE economies faced serious economic
difficulties. In some, unemployment approached 20 per cent, fuelling emigration for
work. Most of those who left in the immediate post-accession years were young, not
highly specialised and relatively free of family commitments [Schwabe, 2023]. The
literature has described this pattern as ‘liquid migration’ [ Okdlski, Salt, 2014]: on
arrival, migrants often did not set a firm time horizon for their stay. Crucially, EU
membership meant they no longer had to decide this in advance; free movement allowed
them to cross borders legally — and to return — whenever they wished. Between 2004
and 2007, Poland recorded the largest outflow in absolute terms, with more than
one million people leaving. The United Kingdom was the principal destination for
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many CEE nationals, having opted not to impose transitional restrictions in 2004
(see Table 1). According to the Worker Registration Scheme data [UK Border
and Immigration Agency, 2007], over 600,000 Poles, nearly 100,000 Slovaks and
more than 85,000 Lithuanians registered in that period; registrations also included
over 44,000 Latvians, more than 41,000 Czechs and over 35,000 Hungarians. From
accession onwards, Romania had the next-largest annual outflows after Poland
[Schwabe, 2023]. Cyprus and Malta, by contrast, joined the EU with comparatively
higher GDP per capita and lower unemployment than most CEE states, limiting
large-scale post-accession labour emigration to Western Europe. Instead, both faced
growing immigration pressures, notably irregular arrivals across the Mediterranean.
In migration terms, therefore, their post-accession challenges differed: while the new
CEE member states were predominantly countries of emigration, Cyprus and Malta
were more exposed to inflows of migrants and asylum seekers. Malta also saw rising
legal immigration linked to the expansion of its services sector.

The late-2000s global financial crisis (subprime mortgage crisis) sharply worsened
economic conditions in many advanced economies and reduced labour demand.
Although it prompted some temporary returns, it did not generate the mass return
migration that some had predicted; rather, it slowed departures among those who
had planned to emigrate.

4. Migration dynamics in the pre-pandemic decade

The second decade of the twenty-first century was marked by a return to global
economic growth, which, in this context, meant that many workers from the CEE
countries who had postponed migration in the preceding years were more incentivised
to proceed with their migration plans. During this period, Poland and — following
its EU accession — Romania recorded by far the largest outflows (Figure 1). The
United Kingdom remained the principal destination, a pattern sustained by migrant
networks that reinforced and expanded earlier flows.

Even so, the decade mattered less for emigration than for the steady rise
in immigration into the CEE region. As shown in Figure 2, immigration increased
across these countries, albeit at different speeds and scales. Poland and Cyprus
consistently recorded the largest inflows, approaching 200,000 a year. Czechia also
saw substantial inflows, particularly after 2016, when annual immigration rose above
50,000. By contrast, most other Central and Eastern European countries attracted
comparatively modest numbers, generally below 50,000 per year.
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Figure 1. Emigration from the new EU member states during the pre-pandemic
decade (2010-2019)
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Source: Author’s own compilation based on Eurostat [2025a].

Figure 2. Immigration to the new EU member states during the pre-pandemic
decade (2010-2019)
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Source: Author’s own compilation based on Eurostat (2025b).

The growth of immigration to the CEE countries during that period was driven
by two main sets of factors: economic and political. Economically, renewed growth
and increases in GDP per capita were associated with falling unemployment and
tightening labour markets, thereby generating stronger demand for foreign labour.
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Across 2010-2019, GDP per capita rose throughout the region. Nevertheless,
the regional average remained below the EU average (see Figure 3). There were also
marked differences within the CEE group. As Figure 3 indicates, the EU average
in the period still exceeded the average of the three best-performing CEE economies —
Malta, Slovenia and Cyprus. For its part, Poland’s GDP per capita, despite steady
gains, was closer to the average of the three lowest-performing CEE countries in this
respect (Bulgaria, Romania and Hungary) than to the regional leaders.

Figure 3. GDP per capita in the new EU member states vs EU in the pre-pandemic
decade (2010-2019)
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Source: Author’s own compilation based on Eurostat (2025c).

Consideration of unemployment dynamics, notably the reduction of average
unemployment rates in the new member states to below the EU average, helps
to explain the observed migration trends. As shown in Figure 4, the average
unemployment rate in the EU was higher not only than the average for all of the
analysed countries but also significantly higher than the average for the three new
member states with the highest unemployment rates. Unlike in the pre-accession
period, Poland emerged as one of the regional leaders — alongside Hungary and
Czechia — with among the lowest unemployment rates in the EU. An exception
in this regard was Croatia, where a decrease in unemployment rates was recorded
only after the country’s accession to the EU in 2013.

Beyond economic drivers, rising immigration to the CEE countries was also
shaped by a set of non-economic factors. A major trigger after 2010 was Russia’s
annexation of Crimea in 2014. From that point, the CEE countries became destinations
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for a growing number of migrants, primarily from Ukraine. Figure 5 shows the increase
in the Ukrainian population across EU countries from early 2014 to the year before
Russia’s full-scale invasion of Ukraine.

Figure 4. Unemployment rates in the new EU member states vs EU
in the pre-pandemic decade (2010-2019)
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Source: Author’s own compilation based on Eurostat (2025d).

Figure 5. Nominal growth in Ukrainian migrant population in the new EU member
states: from the annexation of Crimea to Russia’s full-scale invasion
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Most CEE countries recorded percentage increases well above the EU average.
Poland saw the largest absolute rise, with more than 650,000 Ukrainian residents
by the end of the period. Substantial increases also occurred in Czechia, Hungary
and Slovakia (see Figure 5).

5. Russia’s full-scale invasion of Ukraine and beyond

From a migration perspective, the defining event of the post-accession period
for all the countries considered has been Russia’s invasion of Ukraine and the
unprecedented wave of forced displacement that followed. In the first six months
after the outbreak of war, Ukraine’s borders were crossed an estimated 12 million
times, with roughly 60 per cent of crossings through the Polish border.

Table 4. Border crossings between Ukraine and CEE countries,
February—August 2022

Country Number of border crossings
Poland 5,796,748
Romania 1127998
Hungary 1,292,632
Slovakia 736,387

Source: Author’s own compilation based on UNHCR (2022).

The CEE countries faced a situation unprecedented in their post-war history:
alarge-scale inflow of people displaced by war. This challenge was addressed not only
through government action but, perhaps above all, through civic engagement —
most notably in Poland, where nearly 80% of citizens reported providing some form
of assistance — alongside the efforts of numerous NGOs, volunteers, and regional
and local authorities. At the EU level, the most significant step was the first-ever
activation of the Temporary Protection Directive, which granted Ukrainians access
to public services and to member states’ labour markets.

According to UNHCR, by the end of 2025 nearly seven million Ukrainians
who had fled the war had applied for protection outside their country. The largest
numbers were in Germany, Poland and Czechia. All CEE countries, however, played
an important role as destinations during that displacement (Table 5).
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Table 5. Ukrainian refugee population in the new EU member states (2025)

Country Ukrainian refugee population
Bulgaria 67,730
Czechia 379120
Estonia 41400
Croatia 27070
Cyprus 24440
Latvia 30920
Lithuania 47680
Hungary 64,190
Malta 2490
Poland 1,000,240
Romania 188,270
Slovenia 10,860
Slovakia 146,200

Source: Author’s own compilation based on UNHCR (2025).

As shown in Table 5, among the new member states, the largest number of
Ukrainian refugees was by far recorded in Poland (approximately one million),
followed by Czechia (around 380,000) and Romania (about 188,000). Notably, the
number recorded in Poland has declined over time, reflecting onward migration —
primarily to Germany and other Western European countries — driven by higher wage
levels and more generous social support systems. Across the 2004—2013 accession
countries, Romania recorded the largest increase relative to its pre-war stock of
Ukrainian residents — over 179,000, up from fewer than 2,500 before the war. By
contrast, Hungary was the only country for which post-2022 arrivals remained below
the pre-invasion Ukrainian resident population.

It should be emphasised that the foreign-born population in the CEE countries
has continued to grow steadily since EU accession. While Ukrainians remain the most
numerous group, the increase is not limited to them. Figure 6 shows net migration
in the countries analysed at three points: 2014, a year after the last EU enlargement;
2021, just before Russia’s full-scale invasion of Ukraine; and 2023, the most recent
data available when this chapter was prepared. Within a relatively short period after
accession, the new member states moved from being predominantly countries of
emigration to countries of net immigration. This not only signals their emergence
as important destinations for migrants but also points to a marked fall in outflows.
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Figure 6. Net migration in the new EU member states in 2014, 2021 and 2023
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Table 6. Selected macroeconomic indicators of CEE countries (2024)

Country Real GDP per capita (EUR) Unemployment rate (%) Real GDP growth (%)
Czechia 21910 26 1
Estonia 21,060 76 -03
Croatia 16,710 50 39
Latvia 17,510 69 -04
Lithuania 19,580 71 2.8
Hungary 16,190 45 -09
Poland 16,460 29 29
Romania 13,130 54 0.8
Slovenia 25480 37 16
Slovakia 19130 53 21
Bulgaria 11,300 42 2.8
Malta 34,650 31 59
Cyprus 29190 49 34
EU-27 (avg) 33,620 59 10

Source: Author’s own compilation based on Eurostat (2025f, 2025g, 2025h).

While the war in Ukraine was undoubtedly the principal driver of these increases,
the region’s relatively sound economic fundamentals have also provided an additional
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pull (Table 6). Very low unemployment — especially in Poland, Czechia and Malta —
together with comparatively high GDP per capita in smaller economies (Cyprus,
Malta, Slovenia) and solid GDP growth (Cyprus, Malta, Poland) have made these
countries more attractive to international migrants.

For the purpose of this chapter, it is also worth underlining that in these economies
the largest foreign communities — both at end-2019 and end-2023 — mostly originated
outside the CEE region. The sole exception is Slovakia, where Czechs form the
largest group, reflecting the 1993 division of Czechoslovakia (Table 7). In Poland,
Hungary, Romania and Czechia, Ukrainians were the largest foreign nationality both
before and after the outbreak of the war. This underscores the strength of migrant
networks and the role of geographical proximity in shaping both labour and forced
migration. As the table indicates, Poland also has the highest share of Ukrainians
in its foreign-resident population, suggesting it could see further sizeable inflows
from Ukraine should the conflict persist or escalate.

Table 7. Largest foreign populations (by nationality) as a share of total foreign
population, in per cent, 2019 vs 2023

Country soputaton 200 i poputton 200 %
Bulgaria Ukraine 38 Russia 238
Croatia Bosnia & Herzegovina 40 Bosnia & Herzegovina 224
Czechia Ukraine 50 Ukraine 549
Estonia Russia 90 Russia 34.2
Lithuania Russia 60 Ukraine 513
Latvia Russia 80 Stateless persons® 67
Poland Ukraine 68 Ukraine 78
Romania Ukraine 30 Ukraine 24
Slovakia Ukraine 45 Czechia 171
Slovenia Bosnia & Herzegovina 40 Bosnia & Herzegovina 461
Hungary Ukraine 30 Ukraine 159

Source: Author’s own compilation based on Eurostat (20251).

4 In Latvia, the largest group among foreign residents are persons without citizenship. This reflects
decisions taken after independence in 1991, when citizenship was not automatically granted to all
residents from neighbouring countries; some have never applied for, or obtained, Latvian citizenship.
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Conclusions

An analysis of migration in the countries that joined the European Union in the
twenty-first century reveals both similarities rooted in shared history and differences
reflecting national contexts.

During the socialist period (1945-1990), Central and Eastern European states
such as Poland, Czechoslovakia, Hungary, Bulgaria and Romania were subject
to stringent state controls on emigration. Although both legal and irregular departures
occurred, their scale was modest relative to latent demand. Yugoslavia was a partial
exception, having liberalised emigration in the 1960s. By contrast, Malta and Cyprus
lay outside the Soviet sphere of influence; their migration patterns in that era followed
different trajectories shaped by their colonial legacies and economic development.

In the 1990s transition, rising emigration across Central and Eastern Europe was
driven by restructuring, high unemployment and falling living standards. Romania
saw the largest labour outflows. An exception was the Czech Republic (Czechia),
whose comparatively strong economic performance made it the region’s first net
immigration country — largely due to inflows from Slovakia after the 1993 division
of Czechoslovakia. At the same time, the wars following the break-up of Yugoslavia
generated large-scale forced displacement across the Western Balkans.

The accession of most of these states to the European Union in 2004 marked
a turning point. A common feature was a sharp rise in labour emigration to the
EU-15, subject to the transitional arrangements, driven by wage differentials
and better job prospects. This pattern — often termed ‘liquid migration’ — was
most evident in Poland, which saw more than one million departures between
2004 and 2007, making it the regional leader. Romania followed as another major
sender after its own accession, while smaller states such as Slovakia, Lithuania
and Latvia experienced large outflows relative to their populations. Malta and
Cyprus, although part of the 2004 enlargement, diverged from this pattern, with
lower emigration and a greater focus on immigration, reflecting their location and
specific labour market needs.

Between 2010 and 2019, the dynamics shifted. Emigration continued, but the
main development was a steady increase in immigration, underpinned by improved
economic conditions, falling unemployment and stronger labour demand. Poland
again stood out as a key destination, attracting large numbers of Ukrainian migrants
after the annexation of Crimea in 2014; similar trends were visible in Czechia and
the Baltic states. Over that period, most of the analysed countries moved from net
emigration to net immigration.
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Russia’s war against Ukraine triggered an unprecedented wave of forced
displacement, with Poland becoming the principal receiving country among the
new member states — in absolute terms and, by regional standards, in relative terms.
Others in the group also received substantial numbers, but Poland’s role as the
primary destination underscored its distinctive position in the region.

Overall, the new EU member states share a broad trajectory: constrained
emigration under socialism; large post-accession outflows; and rising immigration
since the 2010s. There are, however, clear differences in scale, timing and underlying
causes. It is also worth noting that Malta and Cyprus stand apart, their migration
patterns shaped less by post-socialist transition than by their Mediterranean location
and economic structure.

In migration terms, Poland can serve as a reference point for the CEE region:
first as a major source of labour emigrants; later as the major destination country for
Ukrainian labour migrants as it shifted to net immigration; and today as a central
hub for regional mobility and for people displaced by the war in Ukraine.

This position calls for a well-designed integration strategy: successful
labour-market inclusion can turn a challenge into an opportunity for development,
with employment and consumer spending acting as key drivers of growth.
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INDIA AS A PARTNER OF THE
EUROPEAN UNION IN TRADE IN SERVICES
AND POLAND’S POSITION

Introduction

The European Union and India rank among the most prominent players in global
trade in services. Both are characterised by a diversified service economy. This sector
represents a significant share of GDP and employment. In the European Union,
services account for over 70% of gross value added and exports, while India excels
in knowledge-driven segments such as information and communication technologies
(ICT), business process outsourcing (BPO) and professional services. The potential
gains from cooperation are therefore considerable, even though the two compete
strongly in specific fields.

Negotiations on a free trade agreement (FTA) between the European Union
and India were formally resumed in 2022 after a several-year pause caused by
differences in their approach to market liberalisation. The negotiating mandate
covers, inter alia, trade in services. Both parties view the talks as part of their
strategic partnership, the objective of which is to deepen their economic integration
and amplify bilateral trade flows.

For Poland and other EU member states, India could become both an attractive
destination for export expansion and a source of competitive pressure in certain
segments. It is expected that the prospective free trade agreement will remove
some of existing barriers, such as market access irritants, mandatory licensing
requirements, discriminatory treatment of service providers, restrictions on the

155



Dariusz Mongiato

156

temporary movement of contractual workers, and limitations on the cross-border
supply of services. The liberalisation of services will, in turn, test the resilience and
competitiveness of European companies, including Polish firms.

The purpose of this article is to assess the competitive position of the European
Union, as an integration bloc, and of India in trade in services over the period
2020-2024. Tt employs the Revealed Symmetric Comparative Advantage (RSCA)
and Net Exporter (NX) indices to identify which service sectors qualify as ‘star
performers’ and which remain areas with untapped potential or even at risk of losing
their position, as well as those whose trade brings more costs and thus weigh on the
economy. The analysis aims to identify the strengths and weaknesses of the partners,
and to indicate areas where market liberalisation under the agreement currently
in the negotiation pipeline could yield the greatest benefits or pose the greatest
risks. The study has been extended to include information on the role played by
Poland in EU trade in services with India and assesses its capacity to compete with
Indian service providers.

Existing research on EU-India negotiations on services has largely focused on
regulatory barriers [Nordas, 2023; Dash, Bhattacharjee, 2024], broad assessments of
the potential implications of liberalisation [EPRS, 2020], and case studies of selected
service sectors, such as the health sector [Chanda, 2011]. However, the literature still
lacks a comprehensive, sector-level quantitative assessment of sectoral competitiveness
that would allow the industries with the greatest potential to gain from liberalisation.
Moreover, existing studies do not take into account the distinctive characteristics of
individual EU member states, including Poland, nor do they cover the most recent
period of 2020—2024, marked by both the COVID-19 pandemic and the subsequent
dynamic recovery of trade in services. This article addresses these gaps by providing
a rigorous quantitative analysis of the competitive positions of the EU, India and
Poland in trade in services, disaggregated by sector and tracked over time.

The article posits three research hypotheses. First, India does not play a substantial
role as a trading partner of the European Union in trade in services. Second, the
competitive positions of the EU and the Republic of India in the global services
market differ. Third, the significance of access to the market of India varies across
EU member states. In particular, Poland does not feature among the leading EU
exporters and importers of services to and from this geographical area.
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1. Research method

The article combines logical and conceptual analysis with quantitative and
statistical techniques. The study comprises three components. First, it examines
the European Union’s services trade balance and India’s share therein, and traces the
dynamics of bilateral trade. Second, it analyses the composition of EU services exports
to and imports from India. Third, it identifies the competitive positions of the EU
and India in the global services market and separately compares India with Poland.

To describe changes in trade flows, year-on-year (y/y) dynamics and the
Compound Annual Growth Rate (CAGR) were used, whereas the analysis of
competitive position was based on the mapping technique.

This approach involves combining several selected indicators and using them to
generate a graphical representation in the X — Y coordinate system. This tool was
developed by Tri Widodo [Widodo, 2009] for the analysis of trade in goods, and it has
since been applied by researchers also to the analysis of trade in services. The author
of this study also employed this technique and, for the construction of the matrix,
incorporated the following two variables: RSCA [ Dalum, Laursen, Villumsen, 1998]
and NX [UNIDO, 1982]. The former represents the Revealed Symmetric Comparative
Advantage (RSCA) index. For the purposes of the study, the original formula for
this indicator was modified in the following manner:

RSCA*=(RCA 1) / (RCA+1),
where
RCA! = (X / XY/ (X" /XYy,

where XJ.A represents the volume of exports of a given category of services from
country A, and X" denotes the total exports of services from country A, X;" stands
for the value of global exports of a given service, and XW is the total volume of
global exports of commercial services (i.e. excluding government services). The
RCA is a comparative advantage indicator proposed by Balassa [1965]. The RSCA
indicator ranges between [—1; 1). A country has a comparative advantage if its RSCA
is positive, and it shows lack of advantage if the index is negative.

Meanwhile, the NX measure, also referred to in the literature as the Trade Balance
Index (TBI), which was adapted for the purpose of the study, was calculated using
the following formula:

NX = (XA~ MY /(X + MDY,
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where XjA and M;* represent, respectively, the volume of exports and imports of
a specific service industry of a given entity A. As a result, NX*", NX;™ and NX;"*
are obtained, which indicate whether the EU, India and Poland, respectively, are
net exporters of a given service. The calculated NXJ.A indices range between [—1; 1].
Positive values indicate that the country’s exports of a given service exceed its imports.
The closer the score is to unity, the stronger the country’s capacity to generate
asurplus in its trade balance. Conversely, if expenditures exceed revenue, the country
is classified as a net importer of that service.

As aresult of the mapping, a given type of service can be presented in one of the
four quadrants of the chart or on the axes [Mongiato, 2025] (Figure 1). Quadrant
A presents industries with untapped potential. Their distinctive feature is that their
trade balance is negative, even though the country has a comparative advantage
in providing the services. Quadrant B groups the so-called ‘star performers’. These
services are distinguished, on the one hand, by their comparative advantage, and
on the other hand by the fact that the country records a trade surplus. From the
country’s point of view, the larger the group of such services, the better the overall
national competitive position. Quadrant C of the chart presents services in which
the country has no comparative advantage and it is labelled as their net importer.
This group is referred to as ‘underperforming sectors’. Meanwhile, quadrant D of
the chart includes services in respect of which the country sells more than it buys,
yet does not enjoy a comparative advantage. These industries may be forced out of
the market by competition and they are therefore at risk of losing their position.

Figure 1. Matrix for mapping service sectors
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Source: Author’s own compilation based on Mongialo [2025].
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The raw statistical data used in the article derive from Eurostat and the WTO.
The figures concerning exports and imports of services cited in the article are taken
from the IMF’s Balance of Payments, which records transactions between residents
and non-residents of the economy [IMF, 2009]. This source is currently the most
comprehensive, detailed and reliable study on international trade in services, albeit
not devoid of certain limitations. These imperfections arise from the specific nature
of trade in services, which, unlike trade in goods, is carried out in the following four
modes: (1) cross-border supply of services, (2) consumption abroad, (3) commercial
presence, (4) movement of natural persons. A distinctive feature of the mode 1 is
that it is only the service itself that can cross national borders. For instance, an IT
company in India provides cloud services and remote server management to customers
in Germany. Consumption abroad, by contrast, may involve two situations. One
is when the consumer travels to the country where the foreign service supplier is
based. The other is when the owner sends goods to another country, where they are
repaired, maintained or improved on-site by local service providers. For instance,
consumption abroad happens when Indian students go to France to study at private
business schools offering MBA programmes. The third mode of supply of services
(commercial presence) occurs when a foreign service provider establishes a branch,
subsidiary or affiliate in another country in order to provide services directly
to customers residing in that country. For instance, a German consulting firm opens
an office in Bengaluru to provide services to local clients in the financial sector.
Finally, the fourth mode of supply takes place when, for instance, specialists from
India come to Poland to carry out an I'T contract, or when engineers from Romania
go to India to work on infrastructure construction.

The form in which services are delivered to consumers is important for measuring
the volume of service flows. The data presented in the balance of payments (BoP)
are a relatively reliable source of information on trade carried out in modes 1, 2 and
4, but do not, in principle, record transactions related to the sale of services in the
form of commercial presence. In practice, this means that the actual volume of trade
in services for both the EU and India is much greater than official BoP statistics show.

The study has analysed exports and imports of total services, as well as the
trade broken down into 11 main service categories, which are defined according to
the BoP methodology: SA — manufacturing services on physical inputs owned by
others, SB — maintenance and repair services not included elsewhere (n.i.e.), SC —
transport, SD — travel, SE — construction, SF — insurance and pension services,
SG - financial services, SH — charges for the use of intellectual property not included
elsewhere (n.i.e.), SI — telecommunications, computer and information services, SJ —
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other business services, SK — personal, cultural and recreational services [United
Nations et al., 2012]. Given the availability of data, the SC, SJ and SK groups were
disaggregated into the subcategories: SC into SC1, SC2, SC3, SC4; ST into SI1, SI12,
S13); SJ into SJ1, SJ2, SJ3; and SK into SK1 and SK2. In total, the study covered
19 types of services.

As regards the timeframe, the dataset covers exports and imports for the period
from 2020 to 2024 inclusive, which made it possible to track changes in trade flows
over five years of developments and growth to be assessed in both value and percentage
terms. The baseline year is 2020, coinciding with the onset of the COVID-19
pandemic, which has had a profound and lasting impact on global services trade.
The endpoint, 2024, reflects the most recent year for which statistics are available.
The competitive mapping position is shown for 2024, providing a current snapshot
of the positions of the EU, India and Poland in the global services market. Through
this approach, it was possible to show a medium-term trend in trade in services and
to present in detail export specialisation (the RSCA indicator), and the capacity
to generate a trade surplus (NX indicator) on an industry-specific basis.

The values of exports and imports of services and the EU trade balance were
taken from Eurostat. However, for the purposes of calculating RSCA and NX, data
from the WTO on expenditures and revenues of trade in services with the rest of the
world were employed (i.e. EU trade with world, Poland’s trade with world, India’s
trade with world). Consequently, in the case of the EU, volume of the intra-EU trade
isincluded, which may potentially lead to an overestimation of this integration bloc’s
share in global exports and imports of services. Nevertheless, adopting the same
reference point (i.e. the world) was necessary in order to compare the competitive
position of these actors in the global market.

2. Results of the study
Analysis of total EU-India trade in services

EU exports to India and EU imports from India

As shown in Table 1, total EU-India trade in services grew steadily between
2020 and 2024 on both the export and import sides. The value of EU services sold
to customers in India rose from just under EUR 15.5 billion in 2020 to almost
EUR 28.3 billion in 2024, which corresponds to a compound annual growth rate
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(CAGR) of 16.3%. Growth was strongest in the immediate post-pandemic years:
in 2021, EU exports to India increased by 40.8%, followed by a further 22.4% in 2022.
A correction occurred in 2023 (=2.7%), before growth resumed in 2024 (+9.0%).
These figures suggest that the market of India offers considerable potential for EU
service providers, albeit with some volatility.

Imports followed a similar path. The value of services purchased by the EU
from India increased from EUR 19.3 billion in 2020 to EUR 35.8 billion in 2024,
corresponding to a CAGR of 16.7%. Here, the year-on-year profile was more even
than on the export side: growth remained positive throughout, ranging from +5.9%
in 2024 to +32.9% in 2022.

Table 1. Value of EU services exports to India and imports from India, with y/y

change and CAGR
EU export to India EU import from India
Value Y/y change . CAGR Value Y/y change . CAGR
(EUR millions) (%) (%) (EUR millions) (%) (%)

2020 154821 19,2977
2021 217918 +40.8 23]108.6 +197
2022 26,681 +224 30,6944 +329
2023 25954.8 =27 33,8315 +10.2
2024 28,2861 +9.0 358198 +59
CAGR (2020-2024) +16.3 +16.7

Source: Author’s own compilation based on Eurostat [2025].

Trade balance between the EU and India

Over the period under review, the European Union remained a net importer
of services from India. As shown in Table 2, the services trade deficit stood at
EUR 3.8 billion in 2020. It narrowed markedly in 2021 to EUR 1.3 billion, reflecting
asharp acceleration in EU exports to India (+40.8% year on year), almost twice the
pace of growth on the import side. From 2022, the deficit widened again, reaching
EUR 4.0 billion, and almost doubled in 2023 to EUR 7.9 billion. By 2024, it had
narrowed slightly to EUR 7.5 billion but remained substantial.

These movements in the EU’s balance with India point to the growing
competitiveness and market penetration of Indian services suppliers in the European

market.
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Table 2. EU trade balance in services with India, EUR millions

2020

2021

2022

2023

2024

- Balance

-3,815.6

-1316.8

-4,0134

-7876.7

-7533.6
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Source: Author’s own compilation based on Eurostat [2025].

India’s share in total EU exports and imports with the rest
of the world and its dynamics

As Table 3 indicates, India’s role in the European Union’s trade in services with
the rest of the world increased between 2020 and 2024, particularly on the import side.

India’s share of EU services exports remained relatively stable, fluctuating
between 1.6% and 1.9%. It peaked in 2021 amid the post-pandemic rebound, edged
up again in 2022, and eased in 2023 and 2024, ending the period at 1.8%.

Growth was markedly stronger on the import side. In 2020, India accounted for
2% of total EU services imports. Over the next three years, it steadily consolidated
its role as a supplier to European customers. In 2024, its share eased slightly from
the level reached in 2022, from nearly 2.7% to 2.6%. Taken together, these figures
indicate that India has consistently strengthened its position in EU imports, with
growth largely steady and sustained.

Taken together, these trends reveal a clear asymmetry in India’s role in the
EU'’s services trade over 2020—2024: while India’s weight in EU exports has been
broadly stable, its importance in EU imports has risen, underscoring that India is
a considerably more important supplier to the EU than a purchaser of EU services.

Table 3. India’s share of total EU trade in services, in %, 2020-2024

2020 2021 2022 2023 2024
in EU exports 163 193 190 182 182
in EU imports 204 234 251 266 263

Source: Author’s own compilation based on Eurostat [2025].

3. Individual shares of EU member states in EU trade with India

As Table 4 shows, EU-India trade in services was highly geographically
concentrated over 2020—2023. On the export side, Ireland was by far the leading
player, with a share ranging from 27% to almost 33%. Germany ranked second, at
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18—21%, and France third, at 11—18%. The Netherlands also featured as a significant
exporter, with a 6-10% share, while Denmark likewise stood out with 7—12%.

The geographical pattern of imports differs from that of exports. Instead of Ireland,
the largest importer of services from India, with a share of almost 24% in 2021, rising
to 32% in 2023, was Germany. The Netherlands was the second largest, at 19—26%.
Together, these two member states accounted for nearly half of the EU’s total imports
from India. Ireland ranked third, with a 20—24% share. The shares of other member
states were much smaller, although Sweden’s (about 8—9%) and France’s (11-16%)
were relatively significant.

As regards the dynamics of member states’ shares, Germany and Ireland steadily
strengthened their positions on the import side, whilst the Netherlands regained
ground in 2022—-2023. On the export side, France saw a marked decline: it accounted
for nearly 18.2% of total EU exports of services to India in 2021 but only about
11.3% two years later. By contrast, Sweden increased its export share from 2.8%
in 2020 to 5.7% in 2023. Set against the overall structure of EU-India services
trade, Poland occupied a peripheral position throughout the period. Its share of EU
exports to India ranged from 0.8% in 2021 to 1.2% in 2023, placing it among the less
significant exporters. Poland’s role as a purchaser of services from India was likewise
limited: services bought by Polish residents accounted for around 0.51-0.72% of
total EU imports from India over 2020—2023.

To sum up, in 2020-2023, EU trade in services with India was dominated by
a handful of member states. On the export side, Ireland and Germany led, followed
by France, the Netherlands and Denmark. The composition of the top five importers
broadly mirrored this, with Sweden replacing Denmark. Other member states
played only a modest role — here defined as an average annual share of 1-6% of EU
exports to and /or imports from India — or a marginal one (below 1%). Table 4 shows
in particular that Sweden belonged to the group with a modest role in EU exports
to India, whilst Denmark’s share on the import side was comparatively modest. As for
Poland, its exports accounted for between 0.9 and 1.2% of total EU exports to India,
while its imports from India were smaller still, at roughly 0.6-0.7%.

These patterns reflect pronounced intra-EU diversity in the intensity of
commercial links with the economy of India.
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Table 4. Individual share of EU member states in trade with India, % of total EU trade
with this partner

EU export to India EU import from India

2020 2021 2022 2023 2020 2021 2022 2023
Belgium 1.84 1.82 153 170 375 316 271 287
Bulgaria 0.08 0.06 0.08 0.08 0.03 0.04 0.03 0.05
Czech Republic 0.29 0.29 030 045 0.88 079 0.77 0.87
Denmark 817 926 11.80 6.65 556 417 528 546
Germany 18.34 1871 20.80 18.87 3041 2390 2639 3194
Estonia 0.05 0.07 0.07 0.09 0.05 0.05 0.08 0.06
Ireland 32.81 30.56 2710 3110 1949 2273 2333 2427
Greece 346 334 340 290 043 036 042 045
Spain 127 140 281 273 142 165 234 206
France 1249 1819 14.07 1.25 15.02 .06 1315 1594
Croatia 0.03 0.04 0.08 018 0.04 0.04 0.04 0.05
Italy 206 128 161 233 172 099 122 183
Cyprus 018 0.12 014 0.16 214 177 200 253
Latvia 017 0.06 0.06 0.08 0.06 0.07 010 017
Lithuania 0.07 0.08 0.04 0.09 0.02 0.03 0.03 0.04
Luxembourg 070 0.79 0.68 0.66 090 098 0.89 115
Hungary 0.09 079 028 042 030 019 020 0.20
Malta 0.15 0.14 018 0.08 0.13 010 0.64 0.24
Netherlands 9.77 575 703 919 2573 1870 1990 2356
Austria 0.88 053 061 091 1.09 104 1.09 116
Poland 0.89 0.81 103 118 0.56 0.51 071 072
Portugal 032 033 030 037 0.70 0.87 099 0.82
Romania 042 0.52 049 0.60 032 0.28 032 0.25
Slovenia 0.05 0.06 0.07 0.07 0.08 0.07 0.08 0.06
Slovakia 0.05 0.04 0.04 0.04 0.06 0.08 0.08 0.08
Finland 259 177 250 214 495 3.85 417 524
Sweden 276 318 290 5.68 8.80 856 8.08 829

Source: Author’s own compilation based on Eurostat [2025].

Competitive position of the EU and India in the global services market

The competitive positions of the EU and India in 2024 are assessed using
a mapping technique that combines the RSCA and NX indicators. Table 5 reports
the indicators’ values, and Figures 2—3 present the sectoral maps.
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Table 5. NXand RSCA values in 2024 for the EU and India by service sector

India EU

Service sectors NX RSCA NX RSCA
SA. Manufacturing services on physical inputs owned by others |  0.85 -070 012 0.20
SB. Maintenance and repair services n.i.e. -0.61 -091 0.12 0.04
SCl. Sea transport -0.52 =012 010 -0.13
SC2. Air transport -0.51 -037 0.06 -016
SC3. Other modes of transport 018 -0.74 -0.04 028
SC4. Postal and courier services -0.21 -0.59 024 028
SD. Travel 000 | -036 0.08 -013
SE. Construction 0.27 0.04 014 -0.13
SF. Insurance and pension services -048 -048 0.08 -0.03
SG. Financial services 0.28 -0.61 017 -0.06
SH. Charges for the use of intellectual property n.i.e. -0.81 -0.86 -0.26 -0.01
SI1. Telecommunications services 0.01 -036 0.01 0.01
SI2. Computer services 071 045 039 013
SI3. Information services -0.50 -0.78 0.20 0.12
SJ1. Research and development services 078 -0.21 -0.08 on
SJ2. Professional and management consulting services 072 0.50 -0.07 -013
SJ3. Technical, trade-related and other business services -035 -0.26 0.03 010
SK1. Audiovisual and related services 033 -027 0.03 0.00
SK2. Other cultural and recreational services -0.25 0.09 022 0.05

Source: Author’s own compilation based on WTO [2025].

For India, computer services (SI2) and professional and management consulting
services (S]2) stand out as the principal star performers, with relatively high values
for both NX and RSCA. Tt should be borne in mind that SJ2 is a broad, heterogeneous
category encompassing, among others, legal services, accounting, tax advisory,
advertising and marketing, and opinion and market research. In the absence of more
granular data, it is not possible to pinpoint export specialisation or trade balances
within these subsegments. Quadrant B of the chart also includes construction
(SE), although India’s revealed comparative advantage is slight, as indicated by the
point’s proximity to the vertical axis. When comparing India with the EU, it can be
seen that on the EU side, the set of star performers is noticeably larger. It includes
manufacturing services on physical inputs owned by others (SA), maintenance and
repair services n.i.e. (SB), postal and courier services (SC4), computer services (SI2),
information services (SI3), technical, trade-related and other business services (SJ3),
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and other cultural and recreational services (SK2). According to Table 5, RSCA and
NX for the EU were also marginally positive for telecommunications services (SI1)
and for audiovisual and related services (SK1), but the values are so close to zero
that it is not clear whether they should be classed as the block’s star performers.

Figure 2. India’'s competitive position in global trade in services, by sector, 2024
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Source: Author’s own compilation based on WTO [2025].

The results of the comparison, on the other hand, certainly confirm that, in 2024,
the EU’s services export model was more diversified than India’s, with a broader
set of high-performing sectors. Figures 2—3 also show that EU-India competition
is sharpest in computer services, where Indian providers hold a clear advantage in
global markets.

Asregards industries with untapped potential (quadrant A), in India this category
comprises only audiovisual and related services, where an existing comparative
advantage has not yet translated into a trade surplus. In the EU, a similar pattern
is observed in research and development services and in ‘other modes of transport’,
covering modes other than sea and air (for example, road transport and inland
waterways). In both cases, India and the EU exhibit some comparative advantage
in these segments but have not yet been able to convert it fully into export gains.
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Figure 3. The EU’s competitive position in global trade in services, by sector, 2024
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Source: Author’s own compilation based on WTO [2025].

In the case of India, seven service categories met the criteria for being at risk
of losing their market position and thus fell into quadrant D. This refers to: (1)
manufacturing services on physical inputs owned by others, (2) other modes of
transport, (3) financial services, (4) telecommunications, (5) research and development
and (7) audiovisual services. In addition, travel services were placed at the borderline
of this quadrant. The RSCA index calculated for India was negative and NX was
equal to zero. This positioning indicates a high risk of travel services moving to
quadrant C, where underperforming industries are located. In principle, the same
holds true for telecommunication industry.

In the European Union, a large, albeit smaller, group of services also lay in
quadrant D. Besides travel, these included sea transport (SC1), air transport (SC2),
construction (SE), insurance and pension services (SF), and financial services
(SG). The strongest downward pressure towards a deficit and hence a move into
quadrant C was observed in air transport, where in 2024 a relatively small positive
NX coincided with a clearly negative RSCA. By contrast, conditions were most
favourable in financial services, where a relatively slight comparative disadvantage
was accompanied by a comparatively high NX.

The mapping shows that, in India’s trade pattern, as many as eight service
categories displayed the hallmarks of underperforming industries. It concerns
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(1) manufacturing services on physical inputs owned by others, (2) travel, (3) charges
for the use of intellectual property, (4) sea transport, (5) air transport, (6) insurance
and pension services, (7) information services and (8) postal and courier services.
This was the largest cluster among the 19 types analysed and points to a generally
weak competitive position of India in these areas. Lacking comparative advantage
and running a deficit, these services tend to generate more costs than benefits.
Within this set, India’s weakest performance is in intellectual property rights,
where both NX and RSCA are at their lowest, indicating a persistent deficit
and strong reliance on imports. The picture is comparatively less adverse in sea
transport, where the negative readings are less pronounced than for other services
in this quadrant. By comparison, the European Union’s position is more favourable
in terms of the number of underperforming industries. Only professional services
and IP rights fell into quadrant C. In the latter, the comparative disadvantage
is relatively small, suggesting scope to improve competitiveness. In professional
services, EU expenditure only slightly exceeded revenue, which likewise bodes
well for a potential move into surplus.

In conclusion, the models of India and the EU differ fundamentally. India
is highly specialised in selected knowledge-intensive segments, whereas the EU
benefits from a more diversified portfolio spanning both traditional and modern
services. The most direct head-to-head competition is in computer services, where
India currently holds a clear lead.

4. Poland’s position in the global services market vis-a-vis India

To compare Poland’s position as a global supplier and purchaser of services
with that of India, the same mapping technique was used as in the previous section,
combining the RSCA and NX indicators. Table 6 reports Poland’s RSCA and NX
values for 2024, and Figure 4 presents the corresponding map.

Table 6. RSCA and NX indicators for Poland, 2024

Service sectors NX RSCA
SA. Manufacturing services on physical inputs owned by others 0.88 049
SB. Maintenance and repair services not included elsewhere (n.i.e.) 044 039
SCl. Sea transport -0.53 -077
SC2. Air transport 0.24 -0.26
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Service sectors NX RSCA
SC3. Other modes of transport 048 072
SC4. Postal and courier services 020 0.25
SD. Travel 0.10 -0.24
SE. Construction services 0.53 031
SF. Insurance and pension services -0.54 -0.67
SG. Financial services 010 -0.65
SH. Charges for the use of intellectual property not included elsewhere (n.ie) i  -055 -0.66
SI1. Telecommunications services 0.00 -033
SI2. Computer services 0.20 o
SI3. Information services 010 -0.01
S)1. Research and development services 0.66 -0.05
S)2. Professional and management consulting services 022 017
SJ3. Technical, trade-related and other business services 012 -0.03
SK1. Audiovisual and related services 010 -0.50
SK2. Other cultural and recreational services 035 0.19

Source: Author’s own compilation based on WTO [2025].

Figure 4. Poland’s competitive position in global trade in services, selected

industries, 2024
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NX

For Poland, the NX and RSCA values show that. in 2024, the country had
a markedly larger set of star performers than India. No less than eight branches
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belong to quadrant B of the chart, compared with three industries in the case of India.
Poland’s stars span both traditional and modern activities. The strongest surplus
(highest value of NX) was recorded in manufacturing services on physical inputs
owned by others (SA), while export specialisation measured by RSCA was highest
in other modes of transport (SC3). The weakest of Poland’s star performers, judged
by both trade balance and comparative advantage, were computer services (SI12),
followed by professional and management consulting (SJ2). The research also revealed
the performance was somewhat stronger in postal and courier services (SC4) and
in other cultural and recreational services (SK2). Poland also fared relatively well
in maintenance and repair (SB) and in construction (SE). A comparison of Poland’s
and India’s indices shows that Poland held a stronger global position in construction,
whereas it lagged behind India in professional services; Indian providers also clearly
outperformed Poland in computer services.

The mapping makes it clear that, in 2024, Poland, unlike India, had no services
with untapped potential (i.e. those in quadrant A). By contrast, Poland’s trade
profile featured a relatively large group of services at risk of losing their competitive
position, larger than in India’s case. As Figure 5 demonstrates, the following industries
fell into quadrant D in 2024: (1) travel, (2) air transport, (3) financial services,
(3) research and development (R&D), (4) technical, trade-related and other business
services; (5) audiovisual and related services and (6) information services. Export
specialisation was weakest in the financial and audiovisual sectors, where RSCA
values were negative and very low. Conversely, two branches (information services
and technical, trade related and other business services) displayed the greatest
potential to develop comparative advantage (RSCA negative but close to zero).
Telecommunication services present a more complicated case, as their NX index was
equal to zero. Regardless of the fact that RSCA for this industry was negative, this
branch should rather be treated as borderline, and not be considered as belonging
to part D of the chart. As a consequence, Poland‘s model includes no more than
6 categories characterised by the risk of losing market position.

As regards underperforming industries, three Polish service branches met this
criterion: sea transport; insurance and pension services; and charges for the use
of intellectual property. The same categories also appeared in India’s model. The
difference was that, in India’s case, this part of the chart also included sea transport.
At the same time, the indicator values show that Poland was in a relatively more
favourable position than India in the financial sector and in sales and purchase of IP
rights, where the negative values were higher. By contrast, in sea transport, Poland
displayed a more pronounced comparative disadvantage.
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In summary, as in the case of the European Union, the competitive positions of
Poland and India in the global services market are not alike. Poland stood out in 2024
with a larger cohort of star performers, while simultaneously a sizeable set of service
categories was at risk of losing market position. In several underperforming areas,
Poland’s position was comparatively more favourable than India’s, while in others,
such as sea transport, it was weaker. In professional and management consulting,
computer services, and construction where both countries recorded positive RSCA
and NX values, they compete directly, albeit with differing intensity. India holds
the stronger position in professional and computer services, while Poland compares
more favourably in construction.

Conclusions

The study showed that India did not play a significant role as an EU partner
in trade in services in the years 2021-2024. Tts share did not exceed 2% of the
EU’S global exports and 2.7% of its imports annually. Over the period examined,
the volume of services purchased by the European Union from this trading partner
exceeded the volume of services sold. At the end of 2024, the trade balance closed at
EUR -7.5 billion. Furthermore, India and the EU did not occupy identical competitive
positions in the global services market, but EU service providers generally performed
better than their competitors. Finally, the significance of access to the market of
India for individual EU member states was not identical. In particular, Poland played
a negligible role as a supplier and recipient of services from India, with a slightly
larger share in EU exports to India than in imports from this geographical location.
The findings confirm prior conclusions in the literature concerning the nature of
EU - India relations, and the added value of this research lies in extending the
analytical scope to cover the period up to 2024, and in employing a broader, more
comprehensive approach that takes into account both the sectoral structure and the
differences between EU member states, including empirical evidence that Poland
does indeed play a peripheral role.

In addition, the findings of the study may shed light on the effects of the further
liberalisation of bilateral trade in services between the EU and India. According
to the theory of regional integration, one can expect an increase in the volume
of bilateral export and import of services. The removal of barriers to the flow of
services should contribute primarily to trade creation and trade diversion effects,
but will also affect, inter alia, the competitiveness of domestic service providers. This
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environment would favour firms already operating effectively in sectors identified
as star performers. The improved access to a large consumer market would allow
them to deepen specialisation and consolidate their advantages. Conversely, entry
by foreign competitors may compress prices and lift quality in the home market.
At the same time, there are likely to be adjustment costs as domestic and foreign
providers face fiercer competition. Underperforming sectors, and those at risk of
losing ground, may be squeezed or even forced out.

The analysis also underscores that the negotiations between the European Union
and India cannot be viewed solely through the lens of the EU as a single bloc, since
their effects will vary markedly across member states. Moreover, the gains from
liberalisation may be distributed unevenly between the parties. The question of
who would gain more from removing barriers to bilateral trade in services: the EU
or India, can only be answered once both parties have agreed on the terms under
which they will allow freedom to provide services.
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THE SIGNIFICANCE OF THE EUROPEAN
UNION’S AUTONOMY IN OUTER SPACE
FOR SECURITY AND DEFENCE: A POLISH
PERSPECTIVE

Introduction

The contemporary global economy is characterised by a high degree of
interdependence among the entities that constitute it, with states playing
afundamental role through actions undertaken at both the national and supranational
levels. Engagement in international activities is often exercised through integration
groups and is driven by the pursuit of greater influence in global affairs, the provision
of collective security and the enhancement of competitiveness relative to other states
orinternational organisations. A prominent example of such a group is the European
Union, which comprises 27 member states and strengthens the standing of both its
members and the Union itself within the global economic order.

Cooperation within integration groups is conditioned, among other things, by
the need to respond to the internationalisation of contemporary threats. With the
growing interdependence of entities, not only benefits but also global challenges are
passed through. In particular, ensuring internal security, traditionally perceived as
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the domain of sovereign states, is becoming internationalised and is currently being
tackled by international organisations. This is evident within the European Union,
for which security is a key area of activity.

In the contemporary economic landscape, technological autonomy in outer space,
expressed through space capabilities, is becoming the basis for ensuring security. In
fact, space technologies are essential for access to navigation, communication and
early warning systems, among other things. Space capabilities are the foundation
of security and defence strategies |[ESPI, 2025]. As part of international space
cooperation, the European Union is undertaking initiatives to strengthen its position
as one of the key global players with advanced space capabilities, comparable to those
of the United States and China.

Given that outer space constitutes a key domain enabling, inter alia, the conduct
of military operations, the research objective of this chapter is to identify the
significance of developing the European Union’s space capabilities for international
security and defence, as well as to determine Poland’s role in the construction of the
EU’s space autonomy. The chapter employs the method of critical literature analysis
combined with logical reasoning.

1. The importance of outer space for international security
and defence

Outer space, or more broadly, the cosmos, has not been defined within international
space law [Myszona-Kostrzewa, 2025]. In other words, it has no legal definition
[Butchard, 2022]. However, the literature on the subject follows the Federation
Aéronautique Internationale (FAI) in assuming that it is the space above airspace,
with its lower boundary at least 100 km from the Earth’s surface [Sanz Fernandez
de Cérdoba, 2004].

An analysis of the documents prepared by the Committee on the Peaceful Uses of
Outer Space concerning the delineation of outer space’s boundaries and its definition
indicates the existence of two primary positions among states regarding the necessity
of establishing a legal definition of outer space [UNOOSA, 2020].

1. The first group of countries — for example, Greece, Mexico, Mozambique and
Qatar — emphasises the numerous benefits of having a uniform and legally binding
definition, which include avoiding international disputes, enhancing security
and providing legal clarity.
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2. Thesecond group of countries — e.g. France, Germany, Norway and Turkey — does
not seek to establish a uniform definition, and in their view, this is not a priority.
This is justified by the absence of disputes arising from the lack of a definition
and the lack of evidence for the need to formulate such a concept.

Despite the lack of a legal definition of outer space, countries recognise its
importance in ensuring freedom of decision-making in the area of security and defence.
This is reflected in the treatment of space as a defence domain [Pataki, 2025] and
the designation of technologies placed in space as critical national infrastructure.
This position is held by France, Belgium and the United Kingdom, among others
[OECD, 2025]. Space technologies and ground-based support systems enable:
= satellite imaging, including near real-time observation,
= internet connectivity in remote locations,
= communication services, including satellite radio,
= early warning of military attacks,
= geospatial intelligence,
= interception of ballistic missiles,
= navigation and positioning.

Outer space can be considered in two ways: (1) as a space in which technologies
supporting activities on Earth are located and (2) as an area for military operations.
Focusing on the second approach, it should be noted that outer space is treated
as a fully-fledged domain of military operations, analogous to land, airspace or
seas and oceans, where armed operations can potentially be conducted. To date,
there has been no armed conflict in outer space; however, it is worth noting that
technological advances and growing geopolitical tensions make such a scenario
possible [Pataki, 2025].

On the other hand, outer space plays a fundamental role in providing the
infrastructure necessary to carry out military operations on land, at sea or in the air.
Thanks to space technologies and ground support systems, it is possible to support
infrastructure such as transport, energy and finance. Notably, numerous space
technologies complement ground-based technologies. An example is the acquisition
of Earth observation data. To ensure the accuracy and reliability of the data, satellite
data must be calibrated using ground-based observations. This is an example of the
need to have infrastructure located both in space, most often in low earth orbit and
geostationary orbit, as well as on Earth.

In contemporary security studies, outer space is considered one of the militarised
domains [Pobjie, Azcarate Ortega, 2024|. This means that it is an area where military
technologies are deployed, but for peaceful purposes. Accepting this definition, it
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must be said that outer space is militarised but not armed, if by armament is meant
the use of these technologies in a destructive manner.'

It should be noted that although the placement of nuclear weapons and other
weapons of mass destruction in outer space is prohibited, outer space is not a domain
free from the deployment of conventional weapons. Moreover, the scholarly literature
indicates that even civilian technologies may be transformed into weapons. When
distinguishing the nature of space technologies, three categories are typically
identified: civilian, military and so-called dual-use technologies (Figure 1). The
last-named category includes technologies that may serve both civilian and military
purposes. Such technologies can support military operations conducted on Earth
or directly in outer space.

Figure 1. Classification of space technologies according to their application

Space
technologies

Dual-use Civilian Military

Space
weapon

Kinetic

Non-kinetic

Source: Authors’ own compilation based on ESPT [2011].

2. The European Union’s space capabilities

Space capabilities can be understood as the ability to access, utilise and contribute
to the creation of space infrastructure, as well as the ability to access and utilise
shared natural resources in space [ Croshier, 2023]. Space infrastructure consists

I The literature on the subject generally accepts that outer space is militarised but not armed. However,
it is worth noting that the concept of ‘militarisation’ is sometimes equated with ‘armament’ [Pobjie,
Azcarate Ortega, 2024].
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of satellites and related ground systems [Croshier, 2023]. Therefore, a country’s
autonomous space capabilities should be understood primarily as its ability to build
and launch satellites into orbit. In terms of militarisation, space capabilities include,
in particular, positioning and navigation systems, payload delivery into orbit, as well
as early warning and synchronisation capabilities [ Bielawski, 2022]. The objectives
of possessing autonomous space capabilities are:

1. Aiming to ensure decision-making autonomy in relation to security, which is
possible by reducing dependence on external entities. Having one’s own space
infrastructure provides control over output data and the ability to obtain data
almost in real time. This is important because the use of data available in the
public domain, for example, may result in poorer image quality, longer waiting
times for data, or less accurate images of different regions [ Croshier, 2023]. An
example of the development of proprietary space capabilities is the development
of GNSS satellite positioning systems by actors such as the European Union
and Russia, despite access to the American GNSS system, i.e. GPS (Global
Positioning System).

2. Ensuring continuity in maintaining the civilian nature of major space projects.
This is one of the reasons indicated by the European Union [ Council of the EU,
European Council, 2025].

The European Union’s space capabilities can be assessed based on the Space Power
Index [Aliberti, Cappelli, Prain, 2023]. This index identifies countries and entities
that are classified as space powers. This term refers to an entity that possesses space
capabilities and benefits from them in order to support autonomously set objectives
[ESPI, 2023]. The Space Power Index is composed of 94 indicators, grouped into
four leading categories: hard capacity, soft capacity, technical autonomy and political
autonomy. From the perspective of space capabilities, material resources and the
ability to conduct space operations independently are key. These fall under hard
capabilities and technical autonomy, respectively.

According to the above indicator, Europe is not considered a space power [ ESPI,
2023]. This is due, among other things, to insufficient hard capabilities, which include
space control, as well as insufficient military autonomy in space. Furthermore,
dependence on external entities, such as the US, and insufficient resources related
to launch vehicles are also highlighted. However, it is worth noting that, according
to the European Parliament Resolution of 23 November 2023, the European Union
defines itself as a space power [European Parliament, 2023]. According to the
Space Power Index, the space powers include the United States of America, China
and Russia. Nevertheless, it should be emphasised that the European Union also
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has several programmes that enhance its autonomy in space and develop its space
capabilities. Key programmes include Copernicus, Galileo and EGNOS. These are
European Union initiatives.

The Copernicus programme was developed by the European Commission. It is
an Earth observation system consisting of a ground segment and space components.
This means that it utilises satellites, specifically Sentinel, as well as ground-based
elements. Most of the data obtained is publicly available and free of charge. Copernicus
services are classified into six main categories: atmosphere, marine environment,
land areas, climate change, security and emergencies [Copernicus, 2025]. Within
these groups, further areas of service provision and data delivery are identified. For
example, in the area of security, its key activities include border protection, maritime
surveillance and support for the European Union’s external actions [Copernicus,
2025]. Border protection is primarily carried out using the Sentinel 1 and Sentinel 2
satellites, with the primary objective of reducing cross-border crime and enhancing
security by providing data in near real-time. One result of using this data is, for
example, the creation of a map of the main migration routes to the European Union
[Frontex, 2025]. The second area is maritime surveillance, which aims to monitor
compliance with maritime law and control maritime activities such as fishing. The
third area is support for the EU’s external activities, which may involve assisting
third countries. An example of the use of the Copernicus programme outside the
EU is assistance to third countries in preventing crisis situations that could cause
destabilisation in such a country.

The second fundamental system of the European Union is Galileo, which is the
European GNSS system. It consists of satellites and Earth-based stations. Thanks
to Galileo, entities have access to accurate navigation and positioning, among
other things. It is emphasised that Galileo provides more accurate data than the
American GPS. Five operational services are currently available (Open Service,
High Accuracy Service, Public Regulated Service, Search and Rescue Service, Open
Service Navigation Message Authentication), and three are under development.
Among the services under development, an important service in terms of security
and, indirectly, defence, is the Emergency Warning Satellite Service (EWSS), which
will be used to warn residents of disaster-threatened areas. Additionally, Galileo can
be utilised, for example, by border control services and to enhance transport safety.
However, it is worth noting that this system is entirely under civilian control.

The third key system contributing to the enhancement of the European Union’s
autonomy in outer space is EGNOS. It is a navigation system for aviation, shipping
and land users, offering services throughout the EU that are essential for safety, as it
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supports the GPS system, GLONASS and, above all, Galileo. EGNOS also introduces
new security features: (1) a space situational awareness programme to monitor space
threats and (2) government satellite communications providing national authorities
with access to secure satellite communications. This system also consists of satellites
and ground infrastructure.

3. The European Union Space Programme 2021-2027

The European Union recognises the significant importance of outer space for
ensuring security and defence, which has led to this domain being designated as
strategic in the EU Strategic Compass.” This is explicitly confirmed by the emphasis
placed on the fact that outer space plays a crucial role, inter alia, in monitoring
and the provision of communication [Council of the European Union, 2022]. The
Strategic Compass is an action plan that includes, among other things, the objectives
and vision for the development of the European Union’s security and defence until
2030. Its main objectives are to strengthen defence capabilities, manage threats and
cooperate with NATO and other partners. It identifies four priority areas: (1) crisis
management (ACT); (2) resilience/security (SECURE); (3) capability (INVEST);
(4) partnerships (PARTNER) [Council of the European Union, 2022]. In the
SECURE area, attention is drawn, among other things, to ensuring secure access to the
so-called strategic domains, i.e. space, cyberspace and the sea. The need to increase
presence in space for defence and security purposes is highlighted. In the INVEST
area, on the other hand, focus is on the need to expand investment capacity in order
to develop new-generation capabilities in space. The aim is to achieve technological
sovereignty in critical technology areas.

A significant stage in recognising the importance of space for the security of the
European Union was the adoption of a regulation [Regulation (EU) 2021/696],
which established the first EU space programme for 2021-2027. It is a civilian
programme which sets out five main objectives: to provide up-to-date, secure and
high-quality space-related data and services; to derive greater benefits from the
use of space-related data and services; to enhance security and autonomy for the
European Union,; to play a stronger role for the EU as a player in the space sector; and
to increase the sustainability of space activities. The third objective is particularly
important from a security perspective. It emphasises the need to strengthen the

2 The EU Strategic Compass was adopted by the Council of the EU on 21 March 2022.
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security and protection of the EU and to increase the organisation’s autonomy
in space. The Regulation also contains specific objectives, among which the fifth
objective, which is to ensure independent access to space in the context of security
needs, should be highlighted. Importantly, Regulation (EU) 2021 /696 establishes
the European Union Space Programme Agency (EUSPA) as a specialised body of
the Union. One of the key tasks of EUSPA is to provide security accreditation for
space programme components.

Member states play a crucial role in the EU space programme, as it involves them
sharing their know-how and information, as well as, among other things, providing
access to infrastructure located in their territory. Another important entity in the
programme is the European Space Agency, which, for example, in relation to the
Copernicus system, is responsible for building and developing space infrastructure.

An important element from the European Union’s perspective is that the
programme addresses areas crucial for building EU autonomy in space. One such
area is the development of launch infrastructure and payload delivery systems.
However, as indicated, there is no separate budget for this area. The total budget
for the space programme is EUR 14.88 billion, of which EUR 9.017 billion will be
allocated to the Galileo and EGNOS systems, EUR 5.421 billion to the Copernicus
system, and EUR 0.442 billion to SSA and GOVSATCOM.

The EU space programme will encompass activities within the framework of the
systems already discussed (Copernicus, Galileo, EGNOS), as well as GOVSATCOM
and SSA. GOVSATCOM is a satellite communication service. SSA stands for Space
Situational Awareness and includes NEO (Near Earth Objects) subcomponents,
i.e. systems for monitoring objects approaching our planet, SEW subcomponents,
i.e. observation parameters related to space weather, and SST subcomponents, i.e.
a system for observing and tracking space objects, including space debris.

Furthermore, in March 2023, the Council of the EU adopted a Regulation on
the EU Secure Communications Programme for 2023-2027 [Regulation (EU)
2023/588]. The programme sets the European Union the goal of introducing the
IRIS2 component, among other things. This is a multi-orbital satellite constellation
designed to provide secure and ultra-fast communication services. Security will be
ensured through encryption, including quantum cryptography.

In order to secure its autonomy in space, the EU is also investing in its industrial
base, specifically:

1. Coordinated funding: the EUR 13 billion EU space programme exploits synergies
with defence initiatives such as the European Defence Fund and Horizon Europe
to ensure seamless research and development.
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2. Technological autonomy: actions are being taken to reduce dependence on non-
EU suppliers while securing critical components and materials for space systems
[Council of the EU, European Council, 2025].

4. The role of Poland in shaping the European Union’s
space autonomy

As a member state of the European Union, Poland is also a member of the
European Space Agency (ESA). This status entails an obligation to pay a mandatory
contribution, which is allocated to the financing of the Science Programme and the
so-called Core Activities. In addition to the mandatory contribution, ESA operates
a system of optional programmes under which member states may determine the
level of their additional financial contributions. The assessment of ESA contributions
indirectly allows for determining a country’s role in building and developing European
space capabilities. It is worth noting that Poland’s contribution has been steadily
increasing (Table 1).

Table 1. Poland’s ESA contribution in 2017-2023 (in EUR millions)

Type of ESA contribution 2017 2018 2019 2020 2021 2022 2023
Mandatory contribution 218 230 233 241 257 26.8 274
Optional contribution 12.8 1.6 13 143 134 184 174

Source: Authors” own compilation based on POLSA [2024).

Additionally, it should be emphasised that there will be a significant increase in
financial commitment in 2026—2028, as Poland’s contribution to the European Space
Agency’s optional programmes will amount to approximately EUR 550 million. This
is more than double the amount for 2023-2025 (EUR 251 million) [POLSA, 2024].

Due to the significant increase in Poland’s contribution to the ESA, it is worth
analysing the latest results from the meeting of the European Space Agency Council
at the ministerial level.” This will enable Poland’s financial involvement in European
space projects to be determined, with a particular emphasis on activities related
to security and defence. For this purpose, Table 2 has been prepared, showing
selected programmes.

3 The Ministerial Council meeting of the European Space Agency took place in Bremen on
26—27 November 2025.
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Table 2. The amount of Poland’s declared financial commitment to selected ESA
programmes related to science, exploration, Earth observation, navigation

and space safety for the years 2026-2028 (in EUR millions)

Programme Poland Total
Science
Scientific Experiment Development Programme (PRODEX) 7634 1760.87
Exploration
European Exploration Envelope Programme Period 4 . 61.00 377300
Earth observation
Copernicus Space Component 1194 31410
Future Earth Observation 35.00 1904.00"
European Earth Watch (Digital Twin Earth Element) 319 86.23
European Earth Watch (InCubed Element) 8.00 60.00*
European Resilience from Space to Earth Observation 55.00 100.00"
(ERS EO Element 1 - Phase 1)
European Resilience from Space to Earth Observation 3.00 2977
(ERS EO E2 FNOC)
European Resilience from Space to Earth Observation 6.00 2500
(ERS EO E2 Cluster 1 ALPSTAR)
European Resilience from Space to Earth Observation - 32501
(ERS EO E2 Cluster 2 ESCA+)
European Resilience from Space to Earth Observation 4500 210"
(ERS EO E2 Space Resilience Nodes)
Navigation
Navigation Innovation and Support Programme (total) 8.00 20855
FutureNAV (FutureNAV Component 1LEO PNT) 10.65 60872
FutureNAV (FutureNAV Component 2 GENESIS) - 1034
FutureNAV (FutureNAV Component 3 PNT Demonstrators) 10.00 23605
Space safety
Space Safety Programme (S2P) Period 3 5930 95526

* Envelope, i.c. the total approved budget allocated to a given programme or its component for a specific period of time.

Source: Authors’” own compilation based on ESA [2025].

An analysis of the data in Table 2 indicates that between 2026 and 2028, Poland
will have a significant share in several ESA programmes related to science, exploration,

earth observation, navigation and space safety. Examples include Earth observation

programmes, as seen, among others, in the European Resilience from Space to Earth
Observation programme (ERS EO Element 1 — Phase 1).
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Poland’s increasing role in building and developing EU space autonomy is evident
in the activities of the Polish Space Agency (POLSA), which is involved in the
implementation of the EU space programme [POLSA, 2025]. Additionally, there are
several EU programmes in which Polish entities are involved. One example is the
SALTO project, funded by the European Union, which aims to create the first stage
of a reusable launch vehicle. One of the participants in this project is SpaceForest.
It is a Polish limited liability company that has received EUR 835,687.50, which
places it among the seven main participants in terms of funding received [ European
Commission, 2025].

Focusing on strictly domestic activities related to the development of space
autonomy, it should be emphasised that Poland has a Space Strategy, which provides
asignificant impetus for the development of the space sector and indicates the desired
directions for this development until 2030. The Strategy sets out three main objectives:
1. The Polish space sector will be able to compete effectively in the European

market, with its turnover amounting to at least 3% of the total turnover of that

market (in proportion to Poland’s economic potential).

2. The Polish public administration will utilise satellite data to carry out its tasks
more efficiently and effectively, while domestic enterprises will be able to fully
meet internal demand for such services and export them to other markets.

3. The Polish economy and public institutions will have access to satellite
infrastructure enabling them to meet their needs, especially in the field of security
and defence [ Ministry of Development and Technology, 2022].

It should be noted that, in light of the considerations presented in this chapter,
the objective related to access to satellite infrastructure in order to support national
security and defence is significant [POLSA, 2024]. Furthermore, the Polish Space
Strategy specifies detailed objectives, the third of which provides for the development
of national security and defence capabilities through space technologies and satellite
techniques. The following implementation tools are envisaged as part of this objective:
a) Development of a national satellite Earth observation system.

b) Construction of a space situational awareness system.

¢) Ensuring the availability of satellite communication and navigation services.

d) Development of rocket technologies.

However, it was this specific objective that POLSA identified as being at risk of
not being achieved, which could have negative consequences for the achievement of
the other objectives as well. Activities such as the development of rocket technology
and ensuring access to satellite services are at high risk of not being achieved by
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2030. Furthermore, it is pertinent to note that Poland does not have a national
space programme.

Considering Polish projects related to the development of space capabilities for
defence purposes, what also deserves a mention is the groundbreaking significance
of the launch of the Polish radar satellite as part of the Transporter-15 mission,
carried out using a Falcon 9 rocket. This is the first Polish military satellite under
the MikroSAR programme. The satellite remains under the direct control of the
Polish Armed Forces. However, although the launch of the satellite is an important
step towards increasing national autonomy in the space domain, the process was
carried out using the resources and infrastructure of a foreign entity, the American
company SpaceX.

Conclusions

The strategic significance of outer space for defence and security is currently
widely recognised at the international level. Within the European Union, this is
reflected, among other things, in the establishment of the EU Space Programme
for 2021-2027. The Programme is of an international nature, which is significant
given that in Europe, the strengthening of space capabilities critically relies on
international cooperation. This is due to the fact that no European country holds
the status of a space superpower.

It is worth noting, however, that although Europe has not historically been
a significant player in space, the EU is currently developing its autonomous
capabilities in space through the efforts of both the European Union and the
European Space Agency. A good example of this is the Galileo system, which
operates independently of other global navigation satellite systems (GNSS), such
as the American GPS.

Poland’s membership of the European Space Agency, coupled with the country’s
increasing contribution to ESA, enables the Polish industry to participate in national
and international contracts in high-tech sectors with significant growth potential.
Through this collaboration, the Polish space sector is expected to develop at an
accelerated pace, gradually closing the technological gap and establishing national
areas of specialisation. It should be noted, however, that several domains still require
further action in order to fully realise the potential of Poland’s space sector.
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NATIONAL CHAMPIONS AND SME
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Introduction

The concept of national champions has long occupied an important place in debates
on industrial policy, competitiveness and economic sovereignty in the European
Union. In recent years, the relevance of national champions has increased in the
context of geopolitical uncertainty, supply chain disruptions and the EU’s renewed
emphasis on strategic autonomy. Despite their prominence in public discourse,
national champions remain a controversial policy instrument. Critics argue that their
promotion may distort competition, crowd out smaller firms and reduce incentives
for innovation. Supporters, by contrast, view them as key companies capable of
mobilising capital, technology and organisational capacity at a scale that smaller firms
cannot achieve. Importantly, this debate has increasingly shifted from the question
of whether national champions should exist to how they should be embedded within
broader economic ecosystems.

This chapter aims to analyse the role and specific functioning of national champions
in France, Germany and Poland. By comparing selected institutional and policy
models, an attempt was made to identify the main challenges and opportunities related
to building cooperation ecosystems between national leaders and small and medium-
sized enterprises (SMEs) in Poland, formulating policy-oriented recommendations
relevant to Poland’s future position in the EU.
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1. National champions

Research indicates that the term ‘national champion’ lacks a universally accepted
definition and is highly context-dependent, reflecting the complex interplay of
political, economic and legal conditions. It generally denotes a state-firm relationship

intended to enhance a company’s global competitiveness (Table 1).

Table 1. National champions — definitions and key attributes

Source (author/
institution)

Definition / Key approach

Key attributes of the definition

Baer [2025]

A large corporation receiving support
and incentives from the state in the
hope that it will better compete in the
global market

State support, a symbol of economic
strength and national pride

Kociubinski [2023]

Domestic and state-controlled
enterprises active in international
markets, considered politically
important

Domestic ownership and control,
international competitiveness,
support for strengthening the
position

Molski [2015]

As a political concept: large
corporations in strategic sectors,
pursuing the public interest

A mission beyond profit, the state
cannot afford the bankruptcy of
such enterprises

Stanikunas and
Burinskas [2011]

Large companies dominating in their
fields, favoured by the government
in the belief that their success is in the

Significant market power, the
result of deliberate government
intervention

national interest if the companies are
successful in foreign markets

An institution in which officials
consider the dominance of public
enterprises in a given sector to be
optimal

Viallet-Thévenin [2015] Sectoral dominance, state support
for growth, evolution towards an

international champion

Falck and Heblich
[2007]

Companies operating at or near
the technological frontier, highly
competitive in global markets

Innovation, dynamism and being
network pilots in their regions

Source: Author’s own compilation based on literature review.

Despite variations in emphasis, the literature identifies a common core in defining
national champions. The authors highlight the role of state intervention (Table 2),
viewing champion status as the outcome of targeted public support closely linked
to national interests, including economic security and the international image of
the state (flagship companies). At the same time, definitions differ with regard to
ownership and normative interpretation: while some emphasise state ownership,
others recognise privately-owned firms supported mainly through regulation or
R&D policy. Moreover, the term carries contrasting meanings across policy domains,
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functioning as a pejorative concept in competition law and a positive one in industrial
policy, where national champions are seen as engines of economic development.

Table 2. Forms of support for national champions received from the state

Type of support

Description

Financial and capital
support

Includes direct flows of public funds, such as grants, subsidies, tax breaks, as
well as preferential loans or loan guarantees. The state may also use capital

contributions or share acquisitions (e.g. through sovereign funds) to prevent
or increase the scale of foreign takeovers

Legal and regulatory
intervention

Involves modifying the regulatory environment to the advantage of the
national champions, including limiting regulatory oversight or providing
exemptions from antitrust law. This intervention may include facilitating
mergers to achieve ‘critical mass’, imposing tariffs on foreign competitors, and
protecting against foreign takeovers (e.g. through ‘golden shares’ or tightened
foreign direct investment (FDI) screening procedures)

Public demand (public
procurement)

Harnessing the state’s purchasing power through preferential public
procurement. Strategic public procurement can serve as a guaranteed outlet
for national champions and is particularly important in strategic sectors

(e.g. defence, infrastructure). This instrument is less subject to international
restrictions

R&D and innovation
support

Funding for research and development (R&D), including tax breaks for R&D,

is available. This support may include promoting cooperation between
businesses and research institutions (e.g. through European programmes such
as EUREKA or IPCEI)

Structural and crisis
support

Interventions aimed at rescuing struggling enterprises (so-called ‘lame ducks’)
or restructuring declining sectors. This includes temporary aid measures

to address serious economic disruptions (e.g. during a financial crisis)

to prevent the collapse of systemically important enterprises

Source: Author’s own compilation based on Baer [2025], Bulfone [2020], Biirken et al. [2020], Germann [2023], Molski
[2015], OECD [2009], Owen [2012], Stanikunas and Burinskas [2011], Schneider [2022], UNIDO [2024], Zettelmeyer [2019].

2. National champions in France

The history of national champions in France, as outlined by Hayward [1995]
and Cohen [2007], is closely linked to the country’s distinctive dirigisme approach,
which embraced strong state intervention in industrial development, sectoral
targeting and the promotion of national champions, especially in technologically
advanced industries. The government played a key role in shaping the economy’s
structure and guiding modernisation [Hayward, 1995]. French industrial policy was
characterised by ‘high-tech Colbertism’, focusing on large-scale projects [ Cohen, 2007,
Buigues, Cohen, 2020; Warlouzet, 2019], known as ‘grands projets’, which are major
initiatives of strategic, often political-military, significance aimed at creating and

191



Joanna Bednarz

192

supporting companies considered crucial to national economic interests. Buigues and
Cohen [2020] identify the factors behind the success of large projects as the state’s
active support through a form of offensive protectionism: it promotes the financing
of industrial development, funnels the results of public research to chosen firms,
ensures investment through public procurement, enables long production runs to
recover fixed costs, and mobilises public resources to help grow national champions,
whether publicly or privately owned.

Since the late 1960s, and especially with the deepening of European integration,
France has gradually moved away from a model of national self-sufficiency, leading
to the internationalisation of its national champions and the sharing of development
costs at the European level. Nevertheless, state-led economic governance has
remained a defining feature of French industrial policy, with the national champion
strategy retaining a central role [Hayward, 1995]. European integration and market
liberalisation since the 1980s have constrained direct state intervention, prompting
a shift from vertical sectoral policies to more horizontal frameworks, while the state
has adapted its role through public ownership structures, innovation clusters and
SMESs support [Cohen, 2007; Buigues, Cohen, 2020; Viallet-Thévenin, 2015].

At the same time, French industrial policy has increasingly emphasised
internationalisation and strategic openness to global capital. While early efforts
sought to build globally competitive national champions, many firms have remained
dependent on domestic and European markets, as illustrated by the automotive sector
[Savary, 1995]. More recently, France has pursued a form of ‘directed internationalised
statism’, selectively attracting foreign investments, particularly from sovereign
wealth funds, while maintaining a strong discourse of economic patriotism [ Thatcher,
Vlandas, 2021].

The sectoral orientation of French industrial policy remains pronounced, with
continued emphasis on high-technology industries such as aerospace, energy and
digital technologies [ Cohen, 2007; Bora, Schramm, 2023]. The state has promoted
competitiveness clusters (pdles de compeétitivité) to foster innovation and regional
specialisation, while also supporting the country’s reindustrialisation through digital
transformation initiatives [ Cohen, 2007].

Recent trends in French industrial policy include a renewed focus on economic
sovereignty, the green transition and the development of European champions
in cooperation with Germany and other EU partners. The COVID-19 pandemic
and geopolitical tensions have accelerated debates on strategic autonomy and
the role of state activism in industrial policy. France has also played a leading role
in shaping EU-level initiatives, such as the revision of the Solvency IT Directive,
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to redirect private investment towards national and European industrial priorities
[Benoit, 2025]. It is also worth noting President Macron’s approach, expressed in his
speech at the Sorbonne, in which he linked European sovereignty to the creation of
European champions in high-tech industries [ Macron, 2017; Bora, Schramm, 2023].
The interplay of national interests and European integration continues to shape the
evolving landscape of French industrial policy.

Since the early 2000s, French industrial policy has increasingly supported
collaboration between national champions, SMEs and research institutions through
the creation of competitiveness clusters. They aim to build regional innovation
ecosystems, promote knowledge transfer, collaborative R&D, and develop new value
chains [Gadille et al., 2021; Cohen, 2007]. Cluster management typically involves
both large firms and SMEs, with public authorities facilitating collaboration and
resource sharing. Within these clusters, national champions often act as anchor firms,
offering market access, while SMEs act as technology providers and R&D partners.
Cluster policy supports the shift towards more horizontal innovation ecosystems,
enhancing SMEs’ access to resources and networks and contributing to higher R&D
investment, employment growth and innovation performance among participating
firms [ Gadille et al., 2021; Mar, Massard, 2021 ]. Nevertheless, significant challenges
persist. Collaboration between SMEs and national champions is often hindered by
issues related to trust, knowledge protection and power asymmetries. As a result,
many SMEs continue to operate as subcontractors rather than equal partners, and
the benefits of cluster participation are not distributed equitably [Gadille et al.,
2021; Parker, 1999].

3. National champions in Germany

The historical development of German industrial policy is deeply rooted
in ordoliberalism, a post-war economic philosophy emphasising free markets, robust
competition, and a limited government role in enforcing the ‘rules of the game’ [ OECD,
2009; Zettelmeyer, 2019]. Unlike the French tradition of dirigisme, Germany’s post-
war approach was characterised by a subtle and subdued style [Warlouzet, 2019;
Bulfone, 2020]. The government prioritised horizontal support measures, such as
developing a world-class scientific base through the Fraunhofer Institutes, establishing
connections between public research institutions and industry, and supporting the
Mittelstand (SMEs) rather than creating monopolistic national champions [ Bulfone,
2020; Owen, 2012].
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Germany’s long-standing commitment to market neutrality experienced a major
shift in early 2019 with the release of the National Industrial Strategy 2030 (NIS
2030), launched by the Ministry of Economic Affairs and Energy [BMWi, 2019], where
national champions are defined as large firms achieving ‘critical mass’ in strategic
technologies like AT, quantum computing and green energy, enabling them to compete
internationally [ Schneider, 2022]. This plan marks a shift from Germany’s traditional
horizontal, technology-neutral approach to targeted interventions, including state
aid, syndicates, FDI screening and temporary state shareholdings to prevent foreign
takeovers. Champions are elevated to matters of national and economic interest,
with policy aiming to preserve value chains and foster mergers, even if it challenges
EU competition rules [Schneider, 2022]. Central to this shift are the perceived
necessity of scale, the pursuit of technological sovereignty and the preservation of
manufacturing capacity, reflecting growing concerns over global competition and
strategic dependencies.

The current situation is defined by a move towards defensive mercantilism,
driven by what scholars describe as the ‘external scourge of necessity’ [Schneider,
2022; Germann, 2023]. Technological advancements in the US and China raise
concerns because they could destabilise the core sectors of the German economy,
particularly automotive and mechanical engineering. In response, Germany has
started to increasingly use state tools. This includes a proposal to create a state-
owned participation fund that would buy shares in key companies to prevent foreign
takeovers [ Zettelmeyer, 2019]. Additionally, Germany, often together with France,
has lobbied for changes to EU competition and merger laws [Zettelmeyer, 2019;
Schneider, 2022]. Currently, the German government depends heavily on Important
Projects of Common European Interest (IPCET). These projects allow for substantial
state subsidies in strategic sectors such as semiconductors and hydrogen, while
remaining compliant with EU law [Schneider, 2022; UNIDO, 2024].

At the same time, efforts to promote national champions face significant
institutional constraints. The National Industrial Strategy 2030 has encountered
resistance from the ordoliberal-conservative business community, mainly representing
the Mittelstand and economic think tanks, who warn against risks of rent-seeking,
inefficiency and the erosion of competitive incentives | Zettelmeyer, 2019; Schneider,
2022; OECD, 2019]. Unlike France or China, Germany lacks a highly centralised
governance structure, which complicates the coordination of champion-oriented
policies [ Germann, 2023; Viallet-Thévenin, 2015]. Balancing support for large
firms with the preservation of Germany’s ‘hidden champions’ — highly specialised,
world-leading SMEs, niche global leaders, often family-owned SMEs [Rohrbeck,
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2009; Stanikunas, 2011]. While the national champions policy emphasises large-
scale consolidation, Germany’s true economic strength has traditionally come from
these specialised producers who compete rather than rely on state protection [Owen,
2012]. Policy indirectly supports SMEs through ecosystem initiatives like R&D
programmes and digitalisation but mainly focuses on large firms for sovereignty.

Empirical evidence suggests that German national champions can function as
anchors within open innovation ecosystems. Case studies such as Deutsche Telekom
illustrate how large firms collaborate with universities, established corporations,
startups and specialised SMEs in R&D, co-development and market testing, thereby
integrating smaller firms into broader innovation networks while maintaining
international competitiveness [Rohrbeck et al., 2009].

In Germany, cooperation between national champions and SMEs is supported
by a broad set of dedicated programmes focused on technology-oriented R&D,
networking and collaboration with research institutions. They have evolved over
time and currently form an integral part of Germany’s innovation policy framework.
These instruments, combined with long-term innovation financing and cluster policies
such as Leading-Edge Cluster Competition and the ‘go-cluster’ programme, enable
large firms, including Siemens, Bosch, Daimler, BASF and SAP, to act as leaders of
innovation ecosystems, involving SMEs and start-ups in joint innovation activities
rather than limiting cooperation to subcontracting.

4. The specific characteristics of Polish champions:
between state and private ownership

In Polish public discourse, national champions are defined not only by their
size but also by their efficiency, sectoral role, international activity and innovation
capacity [Czerniak, 2022]. Criteria commonly used in both literature and practice
include scale of operations, market leadership, presence in foreign markets, R&D
intensity, strategic importance for the economy, fiscal contribution and financial
stability [European Economic Congress, 2018].

The specificity of the Polish market is based on the duality of the ownership
structure. Although state-owned companies have traditionally been considered
champions, recent years have seen a dynamic increase in the importance of private
entities [ Czerniak, 2022] (Table 3). However, the highest status, that of International
Champions, is held almost exclusively by state-controlled entities, such as PKN
Orlen, KGHM and Grupa Azoty. This stems from the fact that the Polish state has
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been reluctant to relinquish ownership rights in strategic sectors (energy, fuels),
fearing loss of control over critical infrastructure to foreign capital. As a result, these
companies often pursue political goals, such as emergency purchases of raw materials
during crises [ Czerniak, 2022].

Table 3. Classification and attributes of Polish national champions

Category Of, national Characteristics and examples Economic role
champions

International Industry leaders, strong global Guarantors of strategic security;

Champions presence, SSP dominance (e.g. PKN implementation of large-scale
Orlen, KGHM) investments

National Champions High innovation, stable domestic Engines of innovation and
position, growing share of private digitalisation; building domestic
companies (e.g. Selena FM, Asseco) intellectual capital

Aspiring Champions Companies with high growth Flexible exporters; supply chain
dynamics, often export-oriented, but : integrators for SMEs
on a smaller scale (e.g. Wielton, LPP)

Local Champions Entities focused on the domestic Ensuring the continuity of public
market, often with a quasi-monopoly : services and local infrastructure
(e.g. Poczta Polska)

Source: Author’s own compilation based on Czerniak [2022].

In Poland, national champions perform functions that go beyond profit generation
and can be analysed across economic, political and foreign policy dimensions.
In economic terms, they are expected to achieve economies of scale and scope
that benefit the national economy, as illustrated by the expansion of firms such as
Allegro, supported as a potential regional competitor to global platforms [ Molski,
2015; Nowak-Far, 2025]. Politically, champions are often framed as national success
stories, with major corporate decisions, such as the Orlen-PGNiG merger, explicitly
justified by strategic objectives, including the energy transition [Czerniak, 2022;
Kociubinski, 2023; Nowak-Far, 2025]. They also serve as instruments of economic
diplomacy, functioning as elements of national soft power [Kociubinski, 2023].

Recent crises have further reshaped the role of Polish national champions.
According to Czerniak [2022], the COVID-19 pandemic and the war in Ukraine
shifted their function from purely economic towards safeguarding state security,
particularly in areas such as energy, medicine and health, military and cybersecurity.
As aresult, selected state-controlled and private firms have increasingly been tasked
with ensuring the resilience of critical sectors and reducing strategic dependencies.

National champions should be positioned as ‘network pilots’, boosting development
across the entire economic ecosystem, especially for SMEs. Large companies generate
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jobs not only directly but mainly through their suppliers and subcontractors [Molski,
2015; Bukowski, Sniegocki, 2017]. This collaboration resembles a symbiosis: national
champions provide SMEs access to foreign markets and serve as a ‘springboard
for innovation’, creating demand for modern solutions from startups and offering
them references from initial implementations [Molski, 2015]. However, experts
highlight the risk of continuing the peripheral economic model if Polish champions
do not develop their own competence centres domestically but instead rely solely
on technology transfer from abroad [Kawalec et al., 2022].

The literature points to significant risks associated with the Polish model of
national champions. Kociubinski [2023] argues that a lack of transparency and
strong political ties can lead to ‘crony capitalism’ and corruption, as well as treating
national champions as ‘cash cows’ for those in power. Nowak-Far [2025] assesses the
Polish policy of promoting super-national champions as chaotic and inconsistent
in content, especially in the field of state aid and appropriate market supervision.
Finally, Molski [2015] points to systemic risk, arguing that the concentration of
resources in a few giants poses a threat to the stability of the entire national financial
system in the event of their failure.

Conclusions

The comparative analysis of national champions in France, Germany and Poland
shows that the role of large, state-supported enterprises varies greatly depending
on institutional context, industrial structure and policy priorities. While France
demonstrates a model of direct state intervention and strategic support for selected
firms, Germany uses a more decentralised system where large corporations coexist
with a strong and internationally competitive Mittelstand. Poland, by contrast, is
a hybrid case where national champions mainly operate in strategic sectors and
remain closely tied to the state.

For Poland, the key challenge lies in transforming national champions from
relatively isolated companies into anchors of broader economic ecosystems. Given the
dominant role of SMEs in the Polish economy, strengthening linkages between large
enterprises and smaller firms should be treated as a central objective of industrial and
innovation policy. This requires moving beyond ad hoc cooperation towards more
systematic mechanisms, such as supplier development programmes, joint innovation
projects and participation of SMEs in large-scale European initiatives.
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From a policy perspective, the chapter argues that national champions can play
a constructive role in Poland’s integration into European value chains, provided that
public support is conditional upon the creation of measurable domestic spillovers.
Embedding SME inclusion criteria into public procurement, innovation funding and
strategic investment projects could help reconcile the objectives of competitiveness,
cohesion and economic resilience. In this sense, national champions should not be
viewed as alternatives to the SME sector, but rather as potential catalysts for its
upgrading and internationalisation. Properly designed, such an ecosystem-oriented
approach could enhance Poland’s economic position within the European Union while
mitigating the risks traditionally associated with champion-based industrial policies.
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THE WARSAW STOCK EXCHANGE
AND THE PROCESS OF BUILDING
AN EU CAPITAL MARKETS UNION

Introduction

The year 2026 will mark 35 years since the Warsaw Stock Exchange (WSE)
resumed operations in the Polish economy — its first session took place on 16 April
1991. With Poland’s accession to the European Union (EU) in May 2004, the Polish
capital market became part of the European capital market. This required adopting
European legal frameworks within the Polish capital market, while also exposing
it to competition from the capital markets of other member states. Recent decades
have seen a dynamic transformation of European capital markets, including stock
exchanges, driven by financial globalisation and the development of stock exchanges
in emerging countries, such as China. If European stock exchanges wish to maintain
their significant role in international investment flows, they must remain competitive,
as they now compete for capital buyers and sellers not only against each other but
also against their global counterparts.

Previous research on financial flows within the EU, including capital investments,
has often focused on the EU budget, as well as public agencies’ revenues and
expenditures [Kawecka-Wyrzykowska, 2023]. However, another source of funding
for the economy has been developed over the past few years: the Capital Markets
Union. Recently, in EU countries, investment capital is primarily channelled through
the banking sector, with the capital market playing a secondary role — a stark contrast
with the United States, where the capital market dominates. The EU attributes
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America’s higher economic growth, efficiency and flexibility to this market-based
model. For years, the EU has sought to reshape its financial system by strengthening
the role of the capital market, including through the latest Capital Markets Union
(CMU) initiatives. The aim of this analysis is to assess this initiative from the
perspective of the Polish stock exchange.

1. Movement of investment capital in a market economy
in the light of the construction of a single EU financial market

The stock exchange is the cornerstone of the capital market, which functions as
a primary component of the financial market, which in turn is part of the financial
system. The financial system — specifically the banking market and the capital
market — facilitates the flow of investment funds within the economy. In a given
economy, the dominance of the banking market indicates a banking model, while
the dominance of the capital market indicates a market model.

In the bank-based model, dominated by universal banks offering both commercial
and investment banking services, the capital market plays a significantly smaller
role in the allocation of investment resources; banks are the leading participants.
Financial intermediaries, such as investment funds, also play a secondary role, while
businesses primarily use investment loans offered by banks. In this system, banks
are responsible for increasing the efficiency of businesses, as they determine the
allocation of resources within the economy. Debt securities — primarily government
bonds — dominate the market; households rarely hold shares or actively invest in the
market. This model prevails across the EU, although efforts are currently underway
(as discussed below) to increase the role of the capital market as an intermediary
channel for the flow of investment funds.

Conversely, the market-based model utilises the capital market — specifically
the stock exchange — as the primary mechanism for fund movement. The capital
market largely supervises economic entities, continuously verifying their value.
A characteristic feature of the market-based model is the presence of numerous
institutional investors, such as investment funds, pension funds and insurance funds,
as well as a wide variety of financial instruments. Entities operating within a market-
based framework exhibit significantly less risk aversion than those operating under
the banking model, which fundamentally informs their investment decisions. This
model is present in the economies of the United States and the United Kingdom.
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For many years, the EU has been unsuccessfully attempting to reshape its financial
system towards a market-oriented structure, aiming to make it more similar to that
of the United States [Janicka, 2018]. This stems from the perception that the market
model is more efficient, flexible and significantly contributes to a country’s higher
economic growth. However, in 2015, European Commission noted that ‘[a]vailable
research fails to provide a general rule determining which financial structures
are optimal with respect to their contribution to economic growth’ [European
Commission, 2015b, p. 17].

In the EU, the single financial market — including an integrated capital market —
has been under construction since the establishment of the European Economic
Community in 1958. In May 1999, a plan to deepen the integration of European
financial markets was presented — Financial Services Action Plan (FSAP) [ European
Commission, 1999]. The plan, in large part, focused on capital market integration.
The lack of an integrated European capital market was identified as one of the main
obstacles to realising the full development potential of EU countries. The FSAP focused
on removing barriers to capital market integration (including the establishment of
a single prospectus, uniform standards for corporate financial reporting, addressing
market manipulation, and cross-border mergers and acquisitions). The FSAP was
completed in 2005, when a subsequent document, the Green Paper, was published,
which contained the Commission’s proposals for financial market integration for the
period 2005-2010 [European Commission, 2005]. The global financial crisis that
reached European markets at the end of 2008 interrupted the process of deepening
integration and led to emerging phenomena indicative of the disintegration of the
European financial market.

In 2015, another Green Paper was published [European Commission, 2015],
outlining the reasons and objectives for another attempt to deepen capital market
integration. This was likely influenced by the lessons the EU learned after the 2007—
2008 crisis | European Commission, 2015]:

Europe has traditionally been more reliant on bank finance, with bank lending
playing a significantly larger role in the financing of the corporate sector than
the issuance of debt securities in the market. This greater dependence on bank
lending makes the European economy, especially SMEs, more vulnerable when
bank lending tightens, as happened in the financial crisis. [p. 8]

Equity markets in the EU remain characterised by a home bias, meaning that
potential risks and rewards are not shared across borders. Cross-border holdings
of debt securities also remain lower than would be expected in a fully integrated
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market. Even the best performing national markets in the EU lack critical size,
leading to a smaller investor base and fewer financial instruments to choose from.

[pp. 8-9]

It was assumed that its construction would be completed by 2019. The EU
approached the construction of a CMU with great determination. It was noted
that after the 2008 financial crisis, the US economy experienced a faster and more
dynamic recovery than that of the EU, which was attributed to the capital market’s
leading role in the US economy [ European Commission, 2015b, pp. 8—9]. The 2015
Green Paper also emphasised the need to increase the competitiveness of the EU
economy to ensure a broader flow of foreign investment to its markets, which is an
important source of additional investment capital.

In 2015, the European Commission presented the Action Plan on Building a Capital
Markets Union [ European Commission, 2015a]. As indicated, stronger capital markets
will complement Europe’s strong tradition of bank financing. Therefore, the banking
sector and the capital market were considered complementary, not competitive,
sectors — a premise that remains contentious regarding the movement of investment
funds. The main objectives of the CMU are defined as follows [ European Commission,
2015a, p. 3]
= Unlock more investment from the EU and the rest of the world.
= Better connect financing to investment projects across the EU.
= Make the financial system more stable.
= Deepen financial integration and increase competition.

In 2020, both the EU’s external environment (the COVID-19 pandemic) and its
internal environment (the UK’s exit) underwent significant changes, the consequences
of which had a significant impact on how the European financial market functions.
Consequently, in 2020, the European Commission presented A Capital Markets
Union for people and businesses — a new action plan [ European Commission, 2020].
It indicated that only a fully integrated capital market would enable the sustainable
development of the EU economy and strengthen its competitiveness and international
position. The CMU is crucial to achieving the EU’s economic goals, including
recovery from the COVID-19 pandemic, the transition to a digital and sustainable
economy, and the realisation of strategically open autonomy on a global scale.

Building a single capital market proved more difficult than initially anticipated —
its foundations were not laid until 2019, and when adopting a new plan for deepening
integration in 2020, it was also noted that EU capital markets remained fragmented.
Not only are legal changes important for ongoing processes, but also the real changes
that result from them. For this reason, the EU has decided to define and annually
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publish indicators illustrating the progress of changes taking place in the financial
markets of member states [ European Commission, 2021] to assess their pace and
scope. A list of indicators (currently 31) to monitor progress towards the CMU
objectives is published annually. Table 1 presents the market funding ratio, which
illustrates the share of investment financing by manufacturing and service enterprises
using capital market instruments — the higher the indicator, the higher the financing
through equity and bond issues, and the lower the financing through bank loans. The
evolution of this indicator reflects the progress of the transformation from a bank-
based system to a market-based one.

Table 1. Market funding ratio, EU-27,2015-2022 (%)

Country 2015 2016 2017 | 2018 2019 2020 . 2021 | 2022 23;’:3(352
EU-27 405 413 414 412 44 47 @3 42 414
Austria 353 0 361 | 350 @ 338 325 342 | 323 . 296 336
Belgium 622 | 659 | 650 637 626 @ 623 610 589 627
Bulgaria 153 184 71 | 155 154 137 . 124 | 199 160
Croatia 529 | 536 537 | 539 | 549 536 | 541 | 487 532
Cyprus 21 M9 1O 150 199 205 | 213 | 222 170
Czech Republic 521 499 | 482 470 © 460 | 460 417 409 46.5
Denmark 450 451 | 448 424 414 402 | 382 | 352 415
Estonia 1 0 27 0 231 245 241 | 22 23 204 27
Finland 628 | 639 644 638 627 | 625 | 618 6l 629
France 602 599 | 590 @ 581 | 577 560 @ 557 | 537 575
Germany 549 549 541 53.6 520 50.7 510 499 526
Greece 193 199 215 232 256 259 | 322 | 302 2147
Hungary 387 | 389 352 331 325 | 357 401 398 368
Ireland 791 818 812 @ 814 83 852 880 | 882 835
Italy 295 292 316 340 | 352 354 373 | 380 338
Latvia 85 91 1O . 138 157 166 213 208 149
Lithuania 154 146 180 @ 217 | 23 367 362 | 33 248
Luxembourg 731 701 | 658 @ 657 | 630 647 668 = 657 669
Malta B8 313 . 328 29 357 344 337 . 357 330
Netherlands 472 510 | 521 | 503 | 500 449 | 498 = 478 491
Poland 512 517 483 460 @ 449 482 480 = 453 48.0
Portugal 401 412 428 437 452 458 459 | 465 439
Romania 288 295 | 297 @ 275 272 278 @ 255 236 275
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cont. Table 1

Country 2015 2016 2017 | 2018 2019 2020 2021 = 2022 2’8}’56_';’552
Slovenia 31 O3B5 340 | 340 N2 22 306 279 322
Slovakia 21 36 299 289 280 252 242 | 23 278
Spain 363 381 409 421 437 432 444 441 416
Sweden 608 619 626 626 637 634 633 619 625

Note: Sum of volume of corporate bonds and listed shares by non-financial corporations relative to the sum of volumes of
those two and bank loans to non-financial corporations, listed shares at constant prices.

Source: Author’s own compilation based on European Commission [2024].

Data analysis confirms that the EU failed to achieve a key CMU goal in the
2015-2022 period: an increase in financing through the capital market and a decrease
in the use of bank loans. Poland, however, showed a positive trend, with the share of
investment financing via capital market instruments rising by five percentage points.

Table 2 presents data on direct and indirect investment by households in EU
countries, revealing important information about the choices of the primary
capital providers, i.e. households, between keeping savings in cash, bank deposits,
or investing them directly or indirectly in capital market instruments. The share
varied considerably across the EU between 2015 and 2022, ranging from an average
of 80% in the Netherlands to just over 16% in Greece. In Poland, the average share
hovers around 30%. The volatility of this share is also important. While Greece
saw modest growth of about 1-2 percentage points annually, Poland experienced
a decline, from nearly 40% in 2017 to only 25% in 2022. This change cannot be
attributed solely to increased risk aversion resulting from political events (i.e. the
Russia — Ukraine war), as Latvia showed the opposite trend: rising from about 28%
in 2015 to 37% in 2022.

Table 2. Direct and intermediated investment by households, 2015-2022 (%)

Country 2015 2016 2017 | 2018 2019 2020 . 2021 | 2022 23;’:35‘2*2
EU-27 598 600 @ 602 | 585 598 591 | 595 | 559 591
Austria 480 475 483 | 463 | 475 = 468 479 @ 448 484
Belgium 616 619 616 588 598 593 601 | 556 59.8
Bulgaria B3 244 270 | 260 | 277 276 292 @ 27 265
Croatia 338 | 357 | 372 375 404 | 395 | 401 = 390 379
Cyprus 188 193 213 20 24 217 @ 233 24 214
Czech Republic 319 317 325 321 328 316 328 342 325
Denmark 799 809 @ 813 | 804 = 809 806 | 823 | 799 808




The Warsaw Stock Exchange and the Process of Building an EU Capital Markets Union

Country 2015 2016 2017 | 2018 2019 2020 - 2021 = 2022 2’8}’56_';’552
Estonia 469 | 475 491 | 472 481 | 463 472 437 470
Finland 552 550 553 | 520 | 539 | 537 572 528 544
France 638 @ 647 644 623 633 615 | 608 @ 596 626
Germany 551 547 550 @ 534 | 544 = 539 554 539 545
Greece 150 144 153 150 174 . 72 . 191 180 164
Hungary 458 | 454 | 470 446 = 498 497 506 = 504 479
Ireland 574 . 579 | 517 560 587 @ 569 | 5719 | 540 571
Italy 602 . 595 604 @ 586 @ 595 & 588 = 590 = 560 590
Latvia 283 310 337 | 341 380 384 397 370 350
Lithuania 254 270 282 263 279 | 269 | 294 = 279 274
Luxembourg 445 442 439 | 420 | 435 431 456 @ 423 236
Malta 423 40 400 390 387 351 | 344 . 310 378
Netherlands 799 | 808 @ 805 804 = 819 = 819 & 803 & 753 801
Poland 322 317 339 293 288 271 283 250 295
Portugal 361 | 347 | 360 346 @ 353 334 328 286 339
Romania 71 274 0 293 291 307 306 @ 334 @ 320 300
Slovenia 306 0 301 | 306 289 299 @ 288 | 304 @ 274 259
Slovakia 337 336 356 349 | 357 | 361 380 @ 390 3538
Spain 469 | 475 491 | 472 481 @ 463 472 437 470
Sweden 798 = 795 797 783 804 802 = 815 = 782 797

Note: Sum of volumes of bonds and listed shares, investment funds, claims against insurance and pension funds held by
households relative to the sum of volumes of these items and cash holdings and deposits. It can also be read as 100% minus
the ratio of cash and deposits to the sum of all investment products, including cash and deposits.

Source: Author’s own compilation based on European Commission [2024].

Despite the EU’s efforts, the progress of CMU construction remains unsatisfactory.
As the European Securities and Markets Authority (ESMA) pointed out in its report,
‘gradual progress has been made to improve efficiency, scale and resilience in this
period, but EU capital markets remain underdeveloped. At the end of 2023, for
example, the EU-27 share of global equity market capitalisation stood at just 11%
compared to 45% for the US. Moreover, this share declined over the past 15 years;
in 2009, it was 16% for the EU-27 and 34% for the US’ [ESMA, 2024, p. 4]. Therefore,
significant regulatory, infrastructural and organisational barriers have not been
overcome; the market itself remains fragmented, and its role in the movement of
investment capital in the EU is not changing significantly.

The document Savings and Investments Union: A Strategy to Foster Citizens’ Wealth
and Economic Competitiveness in the EU [European Commission, 2025], adopted by
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the European Commission in March 2025, is geared to support the construction
of a CMU. It notes that EU households hold approximately EUR 10 trillion in
bank deposits, and, ‘According to ECB’s analysis, if EU households were to align
their deposit-to-financial assets ratio with that of US households, a stock of up
to EUR 8 trillion could be redirected into market-based investments — or a flow
of around EUR 350 billion annually’ [European Commission, 2025, p. 2]. It can
therefore be concluded that the US financial market remains the main point of
reference for the EU, and the announcement of yet another strategy to build a new
union represents one more attempt to switch from the European banking model to
the US market model.

2. Key stock exchanges in the global economy
and in the European Union

The capital market’s role in the movement of investment funds is usually assessed
through the prism of its key segment: the stock market. Thus, the stock exchange,
where capital providers and recipients meet, is a key intermediary in the market
system. Historically, stock exchanges were considered key players in domestic
capital markets, concentrating the supply and demand for domestic investment
capital. This role was primarily shaped by regulatory arrangements that limited
foreign capital providers’ and recipients’ access to domestic markets in the post-
war period. Driven by financial globalisation and the associated liberalisation since
the 1980s, stock exchanges have undergone significant transformation, increasingly
engaging in consolidation and internationalisation. The operation of stock exchanges
now reflects a regional or even global dimension, driven by growing competition in
international markets.

Stock exchanges that want to limit their operations to the domestic market cannot
effectively compete for significant capital with leading exchanges and exchange
alliances. This is clearly demonstrated by the data in Table 3. Among the ten largest
global exchanges by market capitalisation, there is not a single domestic exchange
from an EU member state. The Euronext exchange alliance occupies the third position
in the ranking, owing to the combined market potential of the stock markets of six
EU member states: Belgium, France, Ireland, Italy, the Netherlands and Portugal,
as well as the Norwegian stock exchange (Norway is not a member of the EU). The
position of the European capital market in the global system changed with the
United Kingdom’s exit from the EU in 2020. The London Stock Exchange ranks
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sixth globally and is therefore one of the world’s leading exchanges. While it may
still be European, it can no longer be classified as an EU exchange.

For comparison, Table 3 also includes data on the market capitalisation of the
selected exchanges in 2017. The largest increase was recorded by the American
Nasdaq stock exchange, although the capitalisation of the Indian stock exchange
almost doubled, and Euronext also saw significant growth. Chinese exchanges also

recorded increases in capitalisation.

Table 3. Market capitalisation of the world’s largest stock exchanges,
December 2017 and December 2023 (USD trillions)

Market Market
No Stock exchange Country capitalisation — capitalisation —
December 2017 December 2023
1 i New York Stock Exchange United States 2208 2556
2 | Nasdag-US United States 10.04 2341
3 | Euronext Europe (Belgium, 439 6.89

France, Ireland, Italy,
the Netherlands,
Norway, Portugal)

4 ' Shanghai Stock Exchange China 5.09 6.52
5 | Japan Exchange Group Japan 6.22 6.15
6  London Stock Exchange Group* | United Kingdom 446 450
7 i National Stock Exchange of India | India 235 434
8 | Shenzhen Stock Exchange China 3.62 429
9 | Hong Kong Exchanges Hong Kong SAR 435 397
10 | TMX Group Canada 237 3.09

*2023 data in GBP have been converted to USD using the average exchange rate of December 2023.
Source: Author’s own compilation based on Focus [2024], Statista [2025].

In assessing the initiative to build a CMU from a global perspective, it is clear
that the national stock exchanges of individual EU countries have no chance of
becoming dominant stock markets in the global economy. The only way to maintain
the position of European stock exchanges is to build larger, integrated structures
that attract both issuers and investors.

The global stock market has undergone a significant transformation in recent
decades. Among the 10 largest stock exchanges in the world, two are from China,
one is from Hong Kong (whose market significantly participates in transactions
in Chinese securities), one is from India and one from Japan. This means that half
of the largest stock markets are located in Asia. The growing importance of Asian
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stock exchanges means a decline in the importance of European stock exchanges,
including those within the EU. Building the CMU, which is intended to eliminate
obstacles to deeper cooperation between EU stock markets, represents the EU’s
response to these shifts in the global market.

Table 4 presents data on the market capitalisation of European stock exchanges,
taking into account existing stock exchange alliances. The share of capitalisation of
individual stock markets in the total capitalisation of all European stock markets
is also presented. The Euronext alliance, of course, has the largest share of the total
capitalisation of EU stock markets, exceeding 55%. Second place is held by another
alliance — the Nasdaq Nordic and Baltic exchanges — while the German stock
exchange (Deutsche Borse AG) ranks third; each represents more than 16.5% of the
total. In fourth place, the BME Group of Spanish stock exchanges has a share of
just over 6%, followed by the Warsaw Stock Exchange with just under 1.7%. Given
the capitalisation of the top ten global stock exchanges, only the Nasdaq Nordic
and Baltic exchanges and the German Stock Exchange (Deutsche Borse AG) have
a chance of joining this group in the future. While the Warsaw Stock Exchange is the
largest in the region of Central and Southern Europe, it currently has no prospects
of playing a larger role on either the global or European markets.

Table 4. EU stock exchanges, stock market capitalisation, December 2023
(USD trillions)

No Country/Countries Stock exchange (CUaSpIiDti:'iiSlﬁzs:) S?(Z ;e
1. | France, Netherlands, Belgium, Euronext 6.889 55.06
Portugal, Ireland, Italy, Norway*
2. Estonia, Latvia, Lithuania, Nasdaq Nordic and Baltic Exchanges 2120 1694
Denmark, Finland, Sweden,
Iceland*
3. i Germany Deutsche Borse AG 2074 16.58
4. Spain BME Spanish Stock Exchange Group 0770 615
5. : Poland Warsaw Stock Exchange 0.212 1.69
6. | Austria Vienna Stock Exchange 0.126 109
7. | Greece Athens Stock Exchange 0.081 0.65
8. | Luxembourg Luxembourg Stock Exchange 0.054 043
9. | Romania Bucharest Stock Exchange 0.048 038
10. | Hungary Budapest Stock Exchange 0.043 034
1. | Czech Republic Prague Stock Exchange 0.035 0.28
12. | Croatia Zagreb Stock Exchange 0.025 0.20
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No Country/Countries Stock exchange (fja;gitjﬁgzs) S?(;:;e
13. | Cyprus Cyprus Stock Exchange 0.010 0.08
14. | Slovenia Ljubljana Stock Exchange 0.010 0.08
15. | Bulgaria Bulgarian Stock Exchange 0.008 0.06
16. | Malta Malta Stock Exchange 0.005 0.04
17. : Slovakia Bratislava Stock Exchange 0.002 0.01

Total 12512 100.00

*Non-EU countries.

Source: Author’s own compilation based on Focus [2024], BSSE [2024].

The Vienna Stock Exchange retains a share of just over 1% of the EU stock
market capitalisation; with the exception of the Greek stock exchange, the share of
the remaining exchanges does not exceed 0.5%. Therefore, the EU stock market is
characterised by duality — on the one hand, exchange alliances and the stock exchange
of the EU’s largest economy, Germany (where the Frankfurt Stock Exchange plays
asignificant role, while other local exchanges are marginal). On the other hand, there
is a large number of small national exchanges whose role in the European market is
limited; these entities face a critical question regarding their future role not only in
national economies but also within European structures.

3. Warsaw Stock Exchange — opportunities and threats related
to the capital markets union

The Warsaw Stock Exchange (WSE), although the largest in the region, currently
holds little significance in the European market. Maintaining independence and
refraining from joining alliances implies a risk of marginalisation in the long term, as
large entities and investors seek markets with high capitalisation and high liquidity.
Over the years, the Polish stock exchange has sought a development plan to expand
itsrole in the European market. One notable plan was the Warsaw City 2010 Agenda,
which envisioned making the WSE the leading stock exchange in the region by 2010.
This plan was never implemented; however, in November 2010, the WSE became
a public company listed on its own trading floor. In 2009 and 2010, plans were
made to privatise the exchange and sell its shares to an industry investor. However,
discussions with Germany’s Deutsche Borse, initiated in 2009, ended in failure, as
did further efforts in 2010. In 2014, the WSE considered an alliance with its largest
competitor in the region — the Vienna Stock Exchange. Following the formation of
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the Euronext alliance in 2000, plans for an alliance between the WSE and Euronext
emerged in 2001, which drew criticism from some financiers. There were fears that
joining Euronext would diminish the WSE’s importance, and there were suggestions
that it should focus on strengthening its position in the region. While the WSE has
the strongest position in the region among smaller exchanges, its standing in the
European market — not to mention the global market — lags behind the ambitions
that guided previous development decisions.

Since 2015, the EU has been working to build a single, integrated European
capital market. As noted above, this is driven by both regional conditions and global
factors. The struggle to maintain the position of European stock exchanges in global
structures is not the only reason for the creation of the CMU; a second objective is
to increase the role of capital markets in the transfer of investment capital in the face
of the decline of the banking sector. As the data in Table 1 demonstrate, there has
been no significant success in this area. Progress depends largely on the sentiment
and risk aversion of investors, which remains difficult to change, as evidenced
by the data in Table 2. In countries like Poland, where the capital market and its
associated investment opportunities are relatively new, changing these attitudes is
even more difficult.

Table 5. Structure of investors on the Warsaw Stock Exchange, 2015-2024 —
Main Market and New Connect (%)

Investors Instruments { 2015 : 2016 : 2017 : 2018 : 2019 : 2020 : 2021 : 2022 : 2023 : 2024

Foreign Shares —Main | 51 53 53 59 63 56 57 64 65 68
Market
Shares — New 7 8 8 3 3 4 6 5 7 8
Connect

Individual Shares —Main | 12 13 16 12 12 25 22 17 16 13
domestic Market

Shares — New | 74 73 76 83 86 92 88 84 84 84
Connect

Institutional ;| Shares — Main | 37 34 3] 29 25 19 21 19 19 19
domestic Market

Shares — New ;| 19 19 16 14 n 4 7 n 9 8
Connect

Source: Author’s own compilation based on WSE [2025a].

At the same time, the situation on the WSE is significantly dependent on
the sentiment of foreign investors — transactions on the WSE’s main market are
dominated by them, and this involvement is growing year by year (see Table 5).
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The same cannot be said for the involvement of Polish individual or institutional
investors. The Polish stock exchange currently has limited growth potential based
on domestic capital, which should be taken into account when developing strategies
for the WSE’s future development. Although the WSE’s NewConnect transactions
are dominated by domestic individual investors, the value of transactions in this
market is incomparably lower than in the main market, accounting for only 0.5% of
the main market’s transaction value. Due to the capitalisation of issuers and their
liquidity, this segment is of no interest to foreign and domestic institutional investors.

The WSE position paper on building a CMU, published in 2015 [WSE, 2015],
argued that efforts to create new impetus for its stable and sustainable development
should be prioritised over eliminating barriers and restrictions on access to the
capital market. It asserted that European capital markets require stimulation and
incentives to motivate diverse categories of issuers and investors to participate
in the market, rather than mere harmonisation and pushing for further legislative
initiatives. Therefore, providing these incentives is crucial.

The paper also cautioned that the proposed solutions should not be implemented
based on the ‘one-size-fits-all’ principle, but rather by taking into account the unique
characteristics of EU member states’ markets. The CMU should equally serve
stakeholders from all member states; consequently, the growth of some markets cannot
come at the expense of marginalising others. This is particularly important for less
developed markets — if they weaken as a result of the actions by developed markets,
access to capital for small and medium enterprises could be hindered. Many local
capital markets operating in EU countries differ from the largest European financial
centres in terms of capitalisation, turnover, the size of issuers and investment firms,
and investor structure. However, such markets should not be discriminated against,
and their interests should be equally considered in ongoing work [WSE, 2015].

The key threats to the WSE resulting from the changes in European capital
markets include increasing marginalisation driven by the growing importance of
key markets, such as Euronext, and the gradual outflow of issuers and investors
to larger markets, i.e. the concentration of capital on leading European exchanges.
In November 2024, the WSE adopted the Strategic Development Directions of the
WSE Group for 2025-2027 [WSE, 2025b], which defined five priorities related to
capital market development:

1. Activities for the development of the capital market in cooperation with its
participants.

2. Anincrease in the number of companies raising capital through the stock exchange
and active support for issuers.
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3. Increasing and activating the domestic individual investor base.

4. Providing support for financial education, promotion, and building trust in the
capital market.

5. Strengthening the role of the WSE as a regional financial centre and actively
shaping market regulations.

Despite the passage of time, the WSE’s priorities remain virtually unchanged.
Given the ongoing development of key global stock markets, does the WSE have
a chance to achieve a position commensurate with its aspirations within the
European capital market? The idea of strengthening the WSE’s role as a regional
financial centre and developing offerings for SMEs is undoubtedly important.
However, it is uncertain whether foreign investors, who currently dominate the
WSE, will find this strategy attractive and maintain their interest in the Polish
market. Developing the Polish capital market based on domestic resources remains
a significant challenge, as evidenced by both corporate financing preferences and
the structure of household savings.

Conclusions

The European capital market is facing significant challenges. Shifts in global
financial markets — the strengthening of American stock exchanges, the growing
importance of Asian exchanges, and the London Stock Exchange’s exit from the EU —
pose difficult challenges. The response has been an intensification of consolidation
with EU stock markets, resulting in the emergence of alliances with a stronger global
competitive position. To accelerate the development of the European capital market,
the concept of building a capital markets union (CMU) was initiated.

The EU’s difficulties lie not only in the insufficient development of some stock
exchanges, which prevents them from competing regionally and globally, but also
in the insufficient interest in capital market offerings among both businesses and
investors. The solutions advanced by the EU prioritise global competitiveness as the
core objective, followed by regional integration within EU stock markets, while the
development of domestic markets is treated as a tertiary concern. The expectations
of key European stock markets attracting large issuers and substantial capital may
differ from those of local markets, which primarily target small and medium-sized
domestic markets.

The common interest of all EU capital markets is to stimulate the growth of the
capital market’s share in the transfer of investment capital to enterprises. Dynamic
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development of stock exchanges — whether global, regional or local — cannot come
to be without issuers willing to enter public trading and investors willing to acquire
their securities. This structural change is crucial not only for building the CMU
but, above all, for increasing the market capitalisation and turnover of EU stock
exchanges. Recent data underscore the importance of this issue: in 2024, the EU-27’s
stock market capitalisation represented 64% of GDP, a decline of 6 percentage
points compared to 2023. Stock market capitalisation relative to GDP stood at
87% in China, 157% in Japan and 213% in the US. Capital raised by both newly
and already-listed companies in the EU-27 declined by 3% from 2023, while the US
experienced a strong rebound, with capital raising increasing by 89% year-on-year
[Thomadakis, de Freitas, 2025].
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THE ROLE OF EU MEMBERSHIP
IN POLAND’S INTRA-INDUSTRY
TRADE IN SERVICES: A GRAVITY
MODEL APPROACH

Introduction

Over the last two decades there has been an unprecedented increase in the
importance of services in international trade. As regards the European Union
(EU), this rapid growth was, most of all, positively influenced by a revolution
in information and communication technologies and efforts towards liberalisation
of trade. However, despite the fact that the importance of services has increased
significantly compared to goods and despite their dominance in GDP and job
creation, trade in services has not developed as much as trade in goods, where it is
almost completely liberalised in countries that are parties to the same regional trade
agreements, including the EU or the European Economic Area (EEA)." For example,
although in 2020 in the EU economy the value added in services as a share of GDP
reported in 2020 was 65.6% (63.4% in 2004), services represented much less than
half of international trade, i.e. the total trade in services (exports plus imports) as
a share of GDP in 2020 reached 25.4% in the EU economy (15.2% in 2004) [Our
World in Data, 2024]. A similar conclusion can be drawn for Poland.” Of course, this

1 The EEA consists of the EU member states and three countries of the European Free Trade
Associations (EFTA) (Iceland, Liechtenstein and Norway; excluding Switzerland) [Eurostat, 2025].

2 Poland reported 57.2% of the value added in services as a share of GDP (56.4% in 2004) and 17.9% of
the total trade in services as a share of GDP (10.9% in 2004).
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is partly due to the fact that some services are not physically tradable. However, as
shown by evidence, the lack of international competition results in services being
underprovided; they are overly costly and lag in raising productivity. This is true
even for EU members [cf. Ambroziak, 2023].

The above observations are justified by the theory of international trade, which
explains the rationale, determinants and consequences of its development. Because
the theory of comparative advantages [Ricardo, 1817] and the theory of factor
proportions [Heckscher, 1919; Ohlin, 1933] did not provide a full explanation of
actual intra-industry trade, over the years concepts began to develop to capture
more complex trade relationships within individual industries. The Grubel and
Lloyd’s [1975] concept of the essence and importance of intra-industry trade (IIT)
made it possible to look at international trade through the prism of simultaneous
imports and exports of products within the same industry. However, while there is an
increasing literature on IIT in goods, there are not many studies on IIT in services.
This conclusion concerns also Poland’s IIT in services. The first study dealing with
IIT in services was carried out by Kierzkowski [1989] on transportation services
(the author is not aware of any earlier publication). Before this work, international
trade in services has been the subject of very limited theoretical and empirical
efforts. Since then, relatively little research has been published on IIT in services
[for a literature review, see Majerczyk-Graczykowska, 2025]. The literature review
leads to the conclusion that there are research gaps including the estimation of the
vectors and scale of factors behind changes in the intensity of Poland’s IIT in services.
Thus, the aim of this chapter is to fill some of the research gaps by assessing whether
membership in the EEA (of which the EU is a core part) determined changes in the
intensity of Poland’s IIT in services and what was the direction of its impact.

Taking the above into account, as well as the literature review, the study puts
forward the following research hypothesis: Poland’s membership of the EEA
has contributed to the increase in the intensity of Poland’s IIT in services.
Addressing this hypothesis, the following research question is to be answered: Has
the membership in the EEA (of which the EU is a core part) contributed to the
increase in the intensity of Poland’s IIT in services?

The remainder of this chapter is organised as follows. The ‘Research methodology’
subchapter provides information on the research methodology, data collection and
research limitations. The ‘Results and discussion’ subchapter presents a general
overview of Poland’s international trade in services in the years 2004—2020, and
presents the most important results of the analysis regarding changes in Poland’s
IIT in services from the geographical and sectoral perspectives and provides an



The Role of EU Membership in Poland’s Intra-Industry Trade in Services: A Gravity Model Approach

estimation of the impact of Poland’s membership in the EEA on the intensity of
Poland’s IIT in services, based on an extended gravity model. This part also briefly
discusses the role played by knowledge-intensive services (KIS) and creative services
(CS). This chapter concludes with a summary of scientific findings and suggestions
for further research directions.

1. Research methodology

The analysis covers the period 2004—2020. The sectoral structure was determined
by the balance of payments classification proposed by the OECD at the 2-/3- /4-digit
level, and covers 28 service industries, as defined by Majerczyk-Graczykowska [2025,
pp. 21-23]. These industries were selected due to need to ensure comparability of
data for the entire period 2004—2020; however, calculations are made mostly at the
3-digit level. In identifying service industries, a similar approach was applied by
Majerczyk-Graczykowska [2023] and, for IIT in goods, e.g. by Kawecka-Wyrzykowska,
Ambroziak, Molendowski and Polan [2017, p. 29].

In order to show changes in the structure of IIT and understand the extent
of Poland’s TIT in services, the Grubel and Lloyd (GL) index [Grubel, Lloyd,
1975] was applied. The index is the most commonly used measure in studies
concerning IIT in goods or services. This study does not include an analysis of
horizontal IIT and vertical IIT [as in Sichei, Harmse, Kanfer, 2007, p. 17; Majerczyk-
Graczykowska, 2023, 2025]. The analysis of IIT was performed based on data for
bilateral trade between Poland and all its partners where data were available at
analysed digit-level.

In order to identify the vectors of factors driving changes in Poland’s IIT
in services, including membership in the EEA, the Poisson pseudo-maximum-
likelihood (PPML) log-linear regression model was used. The extended gravity
model had the form as described by Majerczyk-Graczykowska [2025, p. 138].

With a view to answering the research question, two OECD datasets were used,
i.e. Extended Balance of Payments Services classifications: from 2002 (EBOPS
2002 providing data until 2009) and from 2010 (EBOPS 2010 providing data
since 2010). The following databases were also used in the model: OECD (http://
stats.oecd.org), Our World In Data (https://ourworldindata.org) and Fraser
Institute (https://www.fraserinstitute.org/). The analysed categories of services
(service industries) are compatible with the OECD classifications EBOPS 2002
and EBOPS 2010.
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2. Results and discussion

General overview of Poland’s trade in services

As regards a geographical context of Poland’s trade in services, it is worth pointing
out that shares of Poland’s services exports to the EU-27 in Poland’s total services
exports varied in the years 2004—2020 between around 73.7% in 2004 and 63.5%
in 2020 (the lowest share was recorded in 2017, at 61.5%, and the highest in 2006,
reaching 74.7%) and shares of Poland’s services imports from the EU-27 in total
Poland’s services imports varied between 75.5% in 2004 and 69.7% in 2020 (the lowest
share, 69%, was reported in 2010 and the highest, at 76.7%, in 2009). Exports and
imports of services to and from the EFTA countries are quite interesting. Shares of
Poland’s services exports to these countries in Poland’s total services exports varied
in the years 2004—2020 between almost 3.2% (the lowest 2004 level) in 2004 and
9.4% in 2020 (the highest level was recorded in 2014 and 2015, at 10.4%). Shares of
Poland’s services imports from these countries fluctuated between 3.4% in 2004 (the
lowest level) and 6.5% in 2016 of Poland’s total services imports (vs 5.6% in 2020).
Major fluctuations were observed in exports and imports of services in the case
of the Visegrad Group (V4). Shares of Poland’s services exports to the V4 ranged
in the years 2004—2020 between 5.3% in 2004 and 7.7% in 2010 of Poland’s total
exports of services (4.5% in 2020) and shares of Poland’s services imports from V4
varied between 7.1% in 2005 and 9.4% in 2011 of Poland’s total services imports
(7.3% in 2004 and 6.9% in 2020).

In turn, shares of Poland’s services exports to the OECD countries in Poland’s
total services exports hovered in the years 2004—2019 around 85% and increased
to 88.6% in 2020, whereas shares of Poland’s services imports from the OECD
countries in Poland’s total services imports were higher and in 2004 ranged around
89.3% and came close to 87.6% in 2020. Meanwhile, shares of Poland’s services exports
to the Commonwealth of Independent States (CIS) and Turkmenistan, Ukraine
and Georgia (extdCIS) in Poland’s total services exports varied between 11.2% of
Poland’s total services exports in 2004 (the highest level) and 5.8% in 2020 (the
lowest level). Considerable exports were witnessed in trade with Russia, resulting
from a relatively high value of transport services. Shares of Poland’s services imports
to the extdCIS in Poland’s total services imports varied between 4.1% in 2004 and
2.8% in 2020 (the lowest in 2016 at 2.4% and the highest in 2008 at 5.4%).

Turning to the analysis of Poland’s trade with individual partners, the highest
exchange was recorded in trade in services with Germany (Figure 1). However, shares
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of Poland’s services exports to Germany in Poland’s total services exports decreased
in the years 2004-2020 from almost 40% in 2004 to 23.6% in 2020. In the case of
exports to the UK, such shares stood around 6% in 2004 and 8.5% in 2020, while
for France they ranged around 2.6% in 2004 and 3.9% in 2020. Shares of Poland’s
services exports to the USA in Poland’s total services exports decreased from 7.4%
in 2004 to 7.2% in 2020. Poland reported a fairly large rise in the proportion of
services exports to Switzerland (2.4% in 2004 and 8.3% in 2020); such substantial
changes resulted especially from an increase in exports of transport services (from
1% to 1.4%), telecommunication, computer and information services (TCI) (from
0.05% to 1.5%) and other business services (OBS) (from 0.6% to 3.1%). Shares of
Poland’s services exports to the Netherlands in Poland’s total services exports ranged
between 3.7% in 2004 and 7.1% in 2020 and in the case of Ukraine they reached
4.4% in 2004 and 2020. Shares of Poland’s services exports to Russia decreased from
approximately 4.5% in 2004 to 0.5% in 2020.

Figure 1. Share of selected countries in Poland’s total exports of services,
2004-2020 (%)
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Source: Author’s own compilation based on OECD [2022a], OECD [2022b].
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Asregards imports, shares of Poland’s services imports from Germany in Poland’s
total services imports decreased from 26.1% in 2004 to 20.1% in 2020 (Figure 2).
Shares of Poland’s services imports from the UK in Poland’s total services imports
decreased from 8.9% in 2004 to 7.6% in 2011 and then increased to 9.3% in 2020.
For France, such shares stood around 5% and for the USA they decreased from
almost 10% in 2004 to about 5.4% in 2020. Shares of Poland’s services imports
from Switzerland in Poland’s total services imports increased from 2.5% in 2004
to 4.6% in 2020 and were not so large as in exports. Shares of Poland’s services
imports from the Netherlands in Poland’s total services imports grew from 5.8%
in 2004 to 6.5% in 2020.

Figure 2. Share of selected countries in Poland’s total imports of services,
2004-2020 (%)
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Source: Author’s own compilation based on OECD [2022a], OECD [2022b].

An analysis of the geographical structure and intensity of Poland’s international
trade in services has revealed that Poland witnessed the highest exchanges with
developed economies, especially with members of the EEA facing the lowest trade
barriers [OECD, 2020]. Geographical proximity seems not to be that important (see
e.g. trade with extdCIS countries being Poland’s neighbours). What appear to be
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key factors are low average trade barriers between trading countries (see e.g. trade
with the EU or EFTA members) and the economic size of the trading partner. This
aligns with the theory of international trade, according to which the size of exchange
between trading partners and trade barriers seem to be among key determinants of
international trade.

When it comes to the sectoral structure, in 2004 the greatest shares in Poland’s
services exports were recorded for travel services (43.2%), transport services (31.4%)
and OBS (11.3%). In 2020, the highest shares were reported for transport services
(28.2%), OBS (27.4%), TCI (14.2%) and travel services (12.4%). However, in 2020,
the results were significantly influenced by the COVID-19 restrictions, especially on
travel services. The biggest increase was recorded for OBS (over 15 p.p. difference)
and TCI (from 3.6% in 2004 to 14.2% in 2020) and the biggest decrease was witnessed
in travel services (over 23 p.p. difference between 2004 and 2019 and over 30 p.p.
between 2004 and 2020) (Figure 3).

Figure 3. Share of service sectors in Poland’s total exports of services,
2004-2020 (%)
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Source: Author’s own compilation based on OECD [2022a], OECD [2022b].
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Table 1. Sector codes

Sector code Service industry

SC_transport 206_SC1 - sea transport

210_SC2 - air transport

214_SC3 — other modes of transport

246_SC4 — postal and courier services

SD_travel 237_SDA — business travel

240_SDB — personal travel

SE_construction | 250_SE1 — construction abroad

251_SE2 — construction in the reporting economy

SF_insurance 254 _SF4&SF11 - life insurance and pension services

255_SF12 — freight insurance

256_SF13 — other direct insurance

257 _SF2 - reinsurance

258 SF3 — auxiliary insurance

SG_Finance 260_SG1 - explicitly charged and other financial services

SI_TCI 263_SI2 — computer services

264_SI3 — information services

247 _SI1 — telecommunication services

SH_IP_charges 266_SH — charges for the use of intellectual property
S)_OBS 271_5J34 — other trade-related services

272_S)33 — operational leasing services

274_S)21 - legal, accounting, auditing, bookkeeping, tax consulting, business and
management consulting and public relations services

278 _SJ22 — advertising, market research and public opinion polling services

279_S)1 - research and development services

280_SJ31 — architectural, engineering, scientific and other technical services

281_5J32 — waste treatment and de-pollution, agricultural and mining services

284 _S)35 — other business services n.i.e

SK_PCR 288_SKI1 — audiovisual and related services

289 _SK2 — other personal, cultural and recreational services

Source: Author’s own compilation based on OECD [2022a], OECD [2022b].

In 2004, the greatest shares in Poland’s services imports were recorded for
travel services (35.7%), transport services (22.1%) and OBS (16.8%); in 2020, the
greatest shares were observed for OBS (30.4%), transport services (21.7%), TCI
services (14.6%) and travel services (13.1%). As mentioned, in 2020 the results
were significantly influenced by COVID-19 restrictions. The biggest increase was
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achieved in OBS (13.6 p.p. difference) and TCI (difference of 9.2 p.p.) and the
greatest decrease was reported for travel services (14.4 p.p. difference between 2004

and 2019 and 22.6 p.p. between 2004 and 2020) (Figure 4).

Figure 4. Share of service sectors in Poland’s total imports of services,

2004-2020 (%)
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Note: Definition of sectors as in Table 1.
Source: Author’s own compilation based on OECD [2022a], OECD [2022b].

Dynamics of Poland’s intra-industry trade in services

Over the 2004-2020 period under study, the IIT index in Poland’s total trade
in services diminished. In 2004, IIT represented 58% of total trade in services
(Figure 5), which probably resulted from its relatively fast growth in the previous
period (pre-EU accession) and its relatively high levels in previous years. The highest
rate was reported in 2008 (60.3%), and starting from that year, the significance of
two-way trade in services was diminishing, as reflected in a decline to a 53.9% share
in 2019, to then slightly increase to 54.9% in 2020. Interestingly, the growth of this
indicator was also observed during the 2007—-2009 global financial crisis, the euro-

zone sovereign debt crisis of 2009-2012 and the COVID-19 crisis.
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Figure 5. The lIT index in Poland’s total trade in services, 2004-2020 (%)
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Source: Author’s own compilation based on OECD [2022a], OECD [2022b].

The above apparently suggests that the EU/EEA membership did not help Poland
to increase its overall share of IIT in services. Thus, it is also important to know the
level of IIT in particular service industries.

As regards particular service industries, the analysis has revealed that high level
of ITIT in 2004 (above the average overall IIT level as presented in Figure 5 with
reference to 2004, i.e. 58%) and its increase in 2020 were recorded for postal and
courier services, explicitly charged and other financial services, and other trade-
related services (Figure 6 and Table 2). A high level of IIT in 2004 and its decrease
in 2020 were reported for sea transport, air transport, other modes of transport,
business travel, telecommunication services, other business services n.i.e., and other
personal, cultural and recreational services. In turn, a low level of IIT in 2004 and its
increase in 2020 were observed in personal travel, life insurance and pension services,
reinsurance, auxiliary insurance, computer services, information services, operational
leasing services, legal, accounting, auditing, bookkeeping, tax consulting, business and
management consulting and public relations services, advertising, market research
and public opinion polling, architectural, engineering and other technical services,
waste treatment and de-pollution, agricultural and mining services, and audiovisual
and related services. A low level of IIT in 2004, which further decreased in 2020,
was observed in construction abroad, construction in the reporting economy, and
research and development services.
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Compared to 2004, in 2020 Poland recorded higher values of IIT indices
in services with respect to most of the service industries (Table 2). This conclusion
concerns, inter alia, computer, information, consulting, advertising, engineering
and audiovisual services. However, the answer to the research question, turned out
to be negative for services relating to sea, air and other modes of transport, business
travel, construction, telecommunication, research and development, and other
personal services. The analysis has revealed a clear difference in the intensity of
IIT in selected service industries. The IIT index is especially high in most of the
high-tech KIS (HT-KIS) and market KIS (and most of creative services) and low
in most of the non-KIS and financial-KIS. The above may suggest that factors
influencing IIT are associated, among other things, with a technological gap between
trading countries, human capital and with trade restrictions concerning a given type
of services (this applies in particular to financial-KIS).

Table 2. Changes of Poland’s IIT in services between 2004 and 2020

Sector Service-industry (zlr??;) (2”?%700) E:Z:)nﬁi /nc|)<rEKIS cs

Transport 206_SC1 - sea transport 823 383 | -440 | market-KIS -
210_SC2 - air transport 824 706 -11.8 | market-KIS -
214_SC3 — other modes of transport 678 413 | -26.6 | non-KIS -
246 _SC4 - postal and courier services 69.7 784 8.7 non-KIS -

Travel 237 _SDA — business travel 645 527 -11.8 | non-KIS -
240 _SDB — personal travel 477 63.8 161 non-KIS -

Construction : 250 _SE1 — construction abroad 521 146 | =375  non-KIS -
251_SE2 — construction in the reporting ;| 496 361 -134  non-KIS -
economy

Insurance 254 SF4&SF11 - life insurance and 38 386 348 . financial-KIS | -
pension services
255_SF12 — freight insurance * 01 - financial-KIS | -
256_SF13 — other direct insurance * 34 - financial-KIS | -
257_SF2 — reinsurance 58 336 277 financial-KIS | -
258_SF3 — auxiliary insurance 328 | 431 103 | financial-KIS @ -

Financial 260_SG1 - explicitly charged and other | 627 659 32 | financial-KIS | -
financial services

TCl 263_SI2 — computer services 523 693 170 HT-KIS cs
264 _SI3 — information services 413 63.0 217 HT-KIS s
247_SI1 - telecommunication services 830 i 662 : -168 : HT-KIS -

IP charges 266_SH — charges for the use of 50 374 324 | HT-KIS cs
intellectual property
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Sector Service-industry (2”?2/04) (2"?%700) (Cl:apnée)z /ncl><rEKI S (&)
OBS 271_S)34 — other trade-related services | 660 | 66.2 02 | market-KIS -
272_5)33 — operational leasing services 120 | 328 208 | market-KIS -

274_5)21 - legal, accounting, auditing, 541 720 179 | market-KIS -

bookkeeping, tax consulting, business
and management consulting and public
relations services

278 _S)22 — advertising, market research 517 599 81 market-KIS CS
and public opinion polling services

279 _S)1 - research and development 51.8 258 | =260 . HT-KIS CS

services

280_SJ31 — architectural, engineering, 50.2 64.6 144 market-KIS CS

scientific and other technical services

281_S5J32 — waste treatment and de — 26.8 495 227 market-KIS -

pollution, agricultural and mining

services

284_5)35 — other business services nie | 809 | 556 | -253  market—KIS | -
PCR 288_SK1 — audiovisual and related 544 741 19.7 HT-KIS cS

services

289_SK2 — other personal, cultural and 643 - 469 « -175 | other-KIS cs
recreational services

* Invalid IIT index.
Source: Author’s own compilation based on OECD [2022a], OECD [2022b].

As regards the geographical perspective, IIT indices are especially high for
trade with V4 countries, Lithuania, Austria, the UK, Spain, Slovenia, Germany,
Romania, Ireland, Estonia, Netherlands, Canada and India (Figure 7). This short
list of countries may suggest that factors influencing IIT are not just the common
membership of the EU/EEA (low level of barriers and deep integration) but also
the sizes of economies of trading countries and differences therein, average level
of trade barriers, geographical distance, technological gap, endowments in human
capital and differences therein, English proficiency, FDI, low transactions costs, etc.

Asregards trade barriers and differences in IIT indices for particular EU member
states, it is worth to note that despite the EU efforts in creating an integrated
single market and a common commercial policy, there are substantial differences
across the EU member states over policies in services trade between EU members
(intra-EU) and towards the rest of the world (extra-EU). However, in the long run,
such differences will decrease and services trade policies should converge among
EU member states (not only with regard to trade towards the rest of the world but
also intra-EU trade).
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However, to answer the research question of whether membership in the EEA has
contributed to the increase in the intensity of Poland’s IIT in services, it is necessary
to carry out an analysis of an econometric model, with determinants including the
EEA membership.

Estimation of the impact of membership in the EEA on the intensity
of Poland’s intra-industry trade in services

Factors influencing the intensity of IIT in services identified based on the
literature review show that the size of economies of the trading partner countries
and distance between them play a key role in analysing IIT. Nevertheless, one may
not ignore and exclude other factors that impact the intensity of IIT in services
in the econometric model. Thus, in order to identify directions of impact and scale of
determinants of changes in Poland’s IIT in services, an extended version of the gravity
model was used with additional determinants reflecting the relative distance variables,
as omitting them could produce unreliable results. The gravity model had the form,
as described in detail by Majerczyk-Graczykowska [2025, p. 138, Equation 3.7], i.e.:

T, = exp[lncy0 +6,InY, + le”th + yan}.j +
+a,InX, +a,X, +0D,+v,+u e,

where IIT,

;s ashare of IIT in services between Poland and its partners in Poland’s total
trade in services, ¥;and Y;are explanatory variables in a logarithmic form reflecting
GDPs of country i (Poland) and country j, D, denotes binary time-invariant variables,
Z;denotes non-binary time-invariant variables and X, denotes time-varying variables
(in a logarithmic and non-logarithmic forms). The analysis was carried out for 781
observations in the PPML regression with 11 predictor variables in the model and
the intercept (_cons) (II'T between Poland and its 53 trading partners in the period
2004-2020). The geographical distance was a clustering variable.

Trade liberalisation variable related with the EEA membership (the time-

varying variable EEA,, being a zero-one variable) turned out to be statistically

iiv
significant at the level of 1% (results of the Poisson pseudo-maximum-likelihood
log-linear regression model in STATA: 0.273; p <0.01; robust standard error: 0.083)

in Poland’s ITT in services. The parameter of the predictor variable EEA,, turned out

it
to have a positive sign. The results show that mutual trade between Poland and
other members of the EEA positively influenced the intensity of Poland’s IIT

in services between Poland and country j. This is consistent with expectations.
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Table 3. Results obtained in the model

e | Dpeced [ el chore

Size of the economies of trading InGDP, + statistically insignificant

countries lnGDPjr . .

Difference in the size of the Indiff GDP,, - +

economies of trading countries

Geographical distance border, + +
Indist, - statistically insignificant
(clustering variable)

Technological distance Indiff Patents,, - -

Trade liberalisation EEA, + +
otherPTA,, + -

Economic freedom EFW, + +

Difference in human capital diffHCmean,, - -

Factor endowments in human capital | HDI,, + -

Source: Author’s own work.

The above results not only from adjustments that Poland made when becoming
a member of the EU/EEA, but also from Poland’s presence in the single market,
ensuring free movement of people, goods, services and capital within the EU as
freely as within a single EU member state. Special attention should be paid to the
transposition of Directive 2006/123 /EC and other sectoral directives into national law.

Results on mutual trade between the EEA members are consistent with the
theory according to which participation in preferential trade groupings has positive
effects on IIT [cf. e.g. Sichei 2005; Kimura, Lee 2006; Ambroziak, 2013; Kawecka-
Wyrzykowska et al., 2017; see also Czarny, 2002]. Kimura and Lee [2006] found that
being a member of the same regional trade arrangement has a significant impact on
both trade in services and in goods (despite the fact that many of these arrangements
fail to include services explicitly, they facilitate trade in services at least as much
as in goods). Trade in goods and in services is positively affected by economic
freedom, but the effect is stronger for services (this implies that trade in services
will grow faster than trade in goods, and services will play a more important role
in the global economy).

Despite the fact that the IIT index in Poland’s total trade in services diminished
over the 2004—2020 period under analysis, the results of the gravity model confirms
that EEA membership contributed to the increase in the intensity of Poland’s IIT
in services. However, additional analyses should be conducted for specific service
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industries to assess the impact of EEA membership on these industries. Significant
changes have occurred in the structure of Poland’s IIT in services. IIT has declined
significantly in some industries, while it has increased significantly in others.

Conclusions

To sum up, the ITT index for Poland’s total trade in services was lower in 2020
than in 2004 (58% in 2004 compared to 54.9% in 2020). This was associated with
changes in the structure of Poland’s exports and imports in selected service industries.
The study showed favourable changes in knowledge-intensive services, including
creative services, i.e. in industries which are seen as the engines of the future economic
growth of the country and innovation catalysts.

Although overall IIT has declined, econometric analysis shows a positive
impact of EEA membership on the overall IIT level. The study yields the following
answer to the research question: membership in the EEA has contributed to the
increase in the intensity of Poland’s IIT in services. This result is consistent with
the theoretical assumptions reflected in the hypothesis and suggests that factors
behind Poland’s success in 11T in knowledge-intensive services and creative services
are associated, inter alia, with membership in the EU/EEA, which has contributed
to the intensification of ITT in selected service industries (it is more profitable to offer
these services within one industry rather than in an inter-industry arrangement).

There is a need for further research on IIT in services and trade positions of
the remaining EU member states and developed economies, taking into account
geographical and sectoral perspectives, as well as on determinants influencing 11T
in particular service industries. Such research may also compare empirical results
using different methods applied to measure IIT and trade position and employing
different econometric techniques.

REFERENCES

Ambroziak, A.A. (2023). Integration of the European Single Market Thirty Years After Its
Creation, Studia Furopejskie — Studies In Furopean Affairs, 27(3), pp. 63—85. DOI: 10.33067/
SE.3.2023.4.

Ambroziak, L. (2013). Wplyw bezposrednich inwestycji zagranicznych na handel
wewnqtrzgaleziowy panstw Grupy Wyszehradzkiej. Warsaw: Instytut Badan Rynku,
Konsumpcji i Koniunktur.

233



Barbara Majerczyk-Graczykowska

234

Czarny, E. (2002). Teoria i praktyka handlu wewngtrzgaleziowego. Warsaw: SGH Publishing
House.

Directive 2006,/123/EC of the European Parliament and of the Council of 12 December 2006
on services in the internal market, OJ L 376, 27.12.2006.

Eurostat (2025). Glossary: European Economic Area (EEA), https://ec.europa.eu/eurostat/
statistics-explained /index.php?title=Glossary:European_Economic_Area_ (EEA)
(accessed: 17.12.2025).

Grubel, H.G., Lloyd, P.J. (1975). Intra-Industry Trade: The Theory and Measurement of
International Trade in Differentiated Products. London: Macmillan.

Heckscher, E. (1919). The Effect of Foreign Trade on the Distribution of Income, Fkonomisk
Tidskrift, 21, pp. 1-32.

Kierzkowski, H. (1989). Intra-Industry Trade in Transportation Services. In: Intra-Industry
Trade: Theory, Evidence and Extensions (pp. 92—120), P.K.M. Tharakan, J. Kol (Eds).
London: Macmillan.

Kawecka-Wyrzykowska, E., Ambroziak, t.., Molendowski, E., Polan, W. (2017). Intra-Industry
Trade of the New EU Member States. Theory and Empirical Evidence. Warsaw: PWN.

Kimura, F, Lee, H.H. (2006). The Gravity Equation in International Trade in Services. Review
of World Economics / Weltwirtschaftliches Archiv, 142(1), pp. 92—121. DOI: 10.1007 /s10290-
006-0058-8.

Majerczyk-Graczykowska, B. (2023). The Evolution of Poland’s Intra-Industry Trade
in Transport Services in 2004—2020, International Business and Global Economy, 42,
pp. 23-36. DOLI: 10.26881/ibage.2023.42.02.

Majerczyk-Graczykowska, B. (2025). Determinants of Poland’s Intra-Industry Trade in Seroices
in 2004—-2020 [Doctoral thesis]. Warsaw: SGH Warsaw School of Economics, https://sgh.
bip.gov.pl/fobjects/download /2007465 /rozprawa-doktorska-mgr-barbary-m-majerczyk-
graczykowskiej-pdf.html (accessed: 15.12.2025).

OECD (2020). Services Trade Restrictiveness Index: Policy Trends up to 2020, https://issuu.
com/oecd.publishing /docs/oecd-stri-policy-trends-up-to-2020 (accessed: 17.11.2023).

OECD (2022a). Extended Balance of Payments Services Classification 2002 (EBOPS 2002),
https://stats.oecd.org (accessed: 07.04.2022).

OECD (2022b). Extended Balance of Payments Services Classification 2010 (EBOPS 2010),
https://stats.oecd.org (accessed: 07.04.2022).

Ohlin, B. (1933). Interregional and International Trade. Cambridge MA: Harvard University Press.

Our World in Data (2024). Trade in Services as Share of GDP, https://ourworldindata.
org/grapher/service-exports-and-imports-gdp?country=OWID_EU27~POL~-OWID _
WRL~USA~]JPN~CHN~GBR (accessed: 10.10.2024).

Ricardo, D. (1817). Principles of Political Economy and Taxation. London: John Murray.

Sichei, M.M. (2005). South Africa-US Intra-Industry Trade in Services, https://repository.up.ac.
za/bitstream /handle/2263/28201/Complete.pdf (accessed: 06.11.2017).

Sichei, M.M., Harmse, C., Kanfer, E (2007). Determinants of South Africa-US Intra-Industry
Trade in Services: A Wild Bootstrap Dynamic Panel Data Analysis, South African Journal
of Economics, 75(3), pp. 521-539.



Scholarly Tribute to

Professor Elzbieta Kawecka-Wyrzykowska
from Researchers

of the Collegium of World Economy,

SGH Warsaw School of Economics






Grazyna Wojtkowska-todej

Institute of International Economic Policy
SGH Warsaw School of Economics
gwojtko@sgh.waw.pl

ORCID: 0000-0001-6772-7712

EU ENERGY POLICY AT THE START OF
THE THIRD DECADE OF THE 21°" CENTURY:
CHANGE OR CONTINUITY?

Introduction

The governance of energy and the use of primary energy carriers have attracted
particular attention since the outset of European economic integration. The need
for cooperation was reflected in the creation, in the 1950s, of the European Coal and
Steel Community (ECSC), the European Atomic Energy Community (EURATOM)
and the European Economic Community (EEC). The establishment of these three
Communities marked the beginning of European economic integration and, in line
with the theory of economic integration, developed at both market and political
levels. Initially, cooperation concerned the widely used resource of coal and the
peaceful use of a new source of energy, namely nuclear energy. In subsequent years,
it extended to more easily transported energy carriers such as crude oil and natural
gas, and later to renewable energy sources (RES).

Despite the recognised need to strengthen cooperation between member
states within an enlarging European Union, and despite numerous initiatives,
it was not until the Treaty of Lisbon, which entered into force in 2009, that
provisions setting out the common objectives of EU energy policy were developed
and incorporated into primary law. These provisions were included in Title XXI
‘Energy’. Pursuant to Article 194(1) of the Treaty on the Functioning of the
European Union (TFEU):
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In the context of the establishment and functioning of the internal market and
with regard for the need to preserve and improve the environment, Union policy
on energy shall aim, in a spirit of solidarity between Member States, to: ensure the
functioning of the energy market; ensure security of energy supply in the Union;
promote energy efficiency and energy saving and the development of new and
renewable forms of energy; and promote the interconnection of energy networks.

At the same time, Article 194(2) of the Treaty states that under the Treaty
provisions the measures shall be established necessary to achieve the above objectives,
which shall not affect a member state’s right to determine the conditions for exploiting
its energy resources, its choice between different energy sources and the general
structure of its energy supply, without prejudice to Article 192(2) (c). This implies that
cooperation with member states should be based on solidarity and that, when making
their own energy choices, member states should take account of the arrangements
and decisions developed and adopted at Union level, including those concerning
the need to preserve and improve the quality of the natural environment. It should
also be emphasised that the Treaty provisions on energy policy are consistent
with environmental policy as set out in Article 191 TFEU. The provisions of that
Article emphasise the rational utilisation of natural resources and the promotion, by
European institutions, of international measures to protect the natural environment
and the climate.

Over the period of cooperation in the field of energy, as part of ongoing processes
of horizontal and vertical integration, a shift in the hierarchy of objectives in EU
energy policy can be observed — a paradigm change. Whereas in the 1970s and the
first half of the 1980s the priority was to guarantee the security of fuel and primary
energy supplies to the EU, since the 1990s key activities have focused on energy
market liberalisation [Wojtkowska-Eodej, 2020]. From the first decade of the 21*
century, what has become a new determinant of energy policy is counteracting climate
change, while maintaining the objective of continued energy market liberalisation,
albeit with growing concerns about security of supply.

The primacy of objectives related to the mitigation of global warming and
reducing greenhouse gas emissions, which has been evident in EU energy policy
in recent decades, reflects trends in the global economy associated with the ongoing
energy transition, regarded as a key factor in achieving carbon neutrality. At the same
time, it is argued that structural changes in the global economy aimed at achieving
net zero greenhouse gas emissions will require profound changes to existing global
production and consumption models. Important factors shaping this process include
an understanding of the actions undertaken as part of the energy transition and social
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acceptance (green consumption). This also applies to economic issues (including
those related to industrial policy, the costs of financing energy investments, energy
markets, energy prices, CO, emission prices, carbon assets and taxes), political issues
(including security and international relations), climate change measures and new
energy technologies (including new, clean, low-carbon generation technologies,
technologies for saving energy and increasing energy efficiency, and digital energy
transition technologies)' [Wojtkowska-Lodej, Jakubdw, 2022].

EU energy policy in the first decades of the 21st century

At the dawn of the new millennium, within its energy and climate policy, the
European Union actively engaged in new pro-environmental initiatives at the global
level and supported international agreements aimed at counteracting climate change
[Wojtkowska-Fodej, 2024, 2025a]. This was consistent both with Treaty provisions
and with the energy and climate policy pursued within the Union.

Since the first decade of the 21* century, on the basis of a common platform for
cooperation developed within EU energy policy, using a broad range of instruments
and operating across diversified competences (exclusive, shared, coordinating,
supporting or complementary),” the EU introduced a number of long-term energy
strategies and implementing regulations designed to contribute to the achievement
of EU energy policy objectives.

Among the key documents underpinning these actions is the long-term strategy of
the European Green Deal (EGD), adopted in 2019, which concerns the transformation
of the European economy and the economies of member states into a net zero-
emission economy by 2050 [European Commission, 2019]. The framework for
implementing the European Green Deal comprises dozens of adopted regulations
covering the areas of activity included within it.> Particular attention should be
paid to the regulations relating to energy management contained in the ‘Fit for 55’
package published on 14 July 2021. Its objectives are consistent with the European

1 The energy transition entails profound structural changes in the economy, associated with
decarbonisation and the reduction of greenhouse gas emissions, in particular carbon dioxide (CO,).
It is closely linked to the increasing deployment of renewable energy sources (RES) and other clean
energy sources, as well as to the use of digital technologies across the value chain within the energy
management system. Social aspects are also important in this process, including the recognition of
consumer needs and the involvement of local communities in initiatives for affordable and clean energy.

2 See Articles 3,4, 5,6 TFEU

3 For a broader discussion of the adopted regulations and those currently under negotiation, see
Wojtkowska-Lodej [2024, pp. 34—-41]; Wojtkowska-Lodej [2025b].
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Climate Law [Regulation (EU) 2021/1119] and it includes comprehensive changes
to the emissions trading system (the so-called EU ETS2), a proposal to introduce an
adjustment mechanism in the form of a border tax — the Carbon Border Adjustment
Mechanism (CBAM), a regulation on a common reduction effort for member states
setting greenhouse gas emission reduction targets (Effort Sharing Regulation, ESR),
and amendments to directives on renewable energy sources (RES), energy efficiency
and energy taxation [Kawecka-Wyrzykowska, 2022, pp. 11-38].

The adoption of regulations related to the implementation of the provisions
and targets of the EGD coincided with unprecedented disruptions in the global
and European economy associated with the COVID-19 pandemic, a supply shock
linked to the post-pandemic economic recovery, further deepened by the energy
crisis and the war in Ukraine.

The initial response of EU institutions to these crisis developments focused
on helping member states to achieve a balanced recovery and stimulate economic
growth. Under the Recovery and Resilience Facility, member States could count on
financial support under their respective national recovery plans (NRPs).

Further challenges arose in connection with the crisis triggered by the war
in Ukraine, the economic sanctions imposed by Western countries, and the phasing
out of energy imports from Russia. Given the EU’s high dependence on hydrocarbon
imports from Russia, the situation was critical with regard to the short-term supply
of crude oil, gas and coal to member states, especially in Central and Eastern Europe
(CEE) [Mroz, Niedzidtka, Wisniewski, Witkowski, Wojtkowska-FLodej, 2023, pp. 219—
241; Wojtkowska-Lodej, 2021].

In this crisis situation, the EU adopted an action plan [European Commission,
2022], aimed at rapidly reducing dependence on Russian fossil fuels. At the same
time, accelerating the energy transition was recognised as an important direction
for creating a more resilient energy system in Europe and for building a genuine
Energy Union.*

The REPowerEU strategy envisages intensive action to reduce energy
consumption and transform industrial processes so that gas, oil and coal can be
replaced by renewable electricity and hydrogen from non-fossil sources. The measures
adopted, together with action taken by the member states, made it possible to address
the problems that had arisen within a short period of time.

4 In 2025, an analysis and assessment of the extent to which the desired changes in the geographical
diversification of supplies of crude oil, natural gas, hard coal and uranium had been achieved confirmed
the need to further increase the EU’s independence from Russian energy, and identified the actions
required in this regard in the so-called Roadmap [European Commission, 2025].
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The energy crisis of 2021, compounded by geopolitical developments and the
war in Ukraine, spread for the first time to all fossil fuels and, as a consequence,
to electricity prices. These were new phenomena and were strongly felt by member
states whose economies depended on energy supplies from Russia.

What kind of energy policy for the EU?

Recent years have provided a practical test of the EU’s existing energy and
climate policy. In view of the phenomena observed and the responses undertaken
by member states and EU institutions, there is a need, under these new conditions,
for a new approach to regulating energy governance within the European Union.

First, in light of the security crises experienced, there is a need to move beyond
the prevailing approach that treats energy security solely as security of supply. It
seems reasonable to consider it in a broader context of interdependencies between
existing energy policy objectives, for example measures aimed at increasing the role
and reliability of RES, building resilience to threats, and ensuring access to clean,
locally sourced energy.

The crises have also demonstrated the need to take greater account of member
states’ national resource conditions and to allow more flexibility in how they meet
Union obligations, as well as the need for cooperation between countries in line with
principles long enshrined in the TEU and the TFEU, such as solidarity and fairness.

In this context, questions arise around the remaining objectives of EU energy
policy and the interests of individual states, including whether energy and climate
policy brings member states closer together or divides them. From the perspective
of member states in the CEE region, while environmental objectives and climate
action are important for their development and well-being, in the short term they
pose a significant challenge, not only financially but also socially. For the effective
long-term implementation of energy and climate policy objectives, it seems important
to increase flexibility in delivering common goals and, in accordance with the
principles of solidarity and fairness referred to above, to support desirable projects
and further develop cooperation.

In my view, the slowdown in Europe’s energy transition observed during the period
of crisis and geopolitical uncertainty does not indicate a departure from the strategy
of sustainable, low-carbon development set out in the EGD. Several uncertainties
persist, including those related to the implementation of the EGD, ensuring energy
security, reducing climate-related risks, innovation, global competition, international
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cooperation and others. However, the energy transition, together with the introduction
of anew economic model based on clean energy technologies and secure and affordable
energy supported by new energy technologies, provides a pathway to reducing risk
and uncertainty, strengthening energy security and fostering growth. Technological
progress is a key factor in the process of profound structural change towards a low-
carbon European economy.

The near-term energy future of the global economy
and the EU region

The EU’s energy policy to date has been reviewed in light of the challenges faced
by member states. As in the 1960s, energy is, and will continue to be, an important
factor in the process of economic integration in Europe. It will shape the further
development and competitiveness of the EU economy and its member states, drawing,
alongside existing sources, on renewable as well as new clean and low-carbon energy
sources. Climate-friendly energy transition processes, supported by modern energy
technology solutions, will be central to the governance of energy use in the EU and
will influence cooperation between member states.

In view of current experience, internal challenges related to integration processes
and external uncertainties, a key element will be to define the desired model of
integration in energy and climate policy and of cooperation between member states.
Observations from various regions of the global economy indicate that countries are
pursuing their own energy transition pathways and are guided by their own priorities
in determining them [WEC, 2024; Wojtkowska-Lodej, 2025a]. At the same time,
similar uncertainties can be observed in different regions of the world, over issues
such as energy prices and adaptation to climate change, alongside shared priorities
such as energy infrastructure, energy storage and capital costs, etc.

For the EU as a subject of international law, new challenges are also emerging
in the field of international energy cooperation.
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RETHINKING INNOVATION DISPARITIES
IN THE EUROPEAN UNION: POLICY
CHALLENGES FOR ENHANCING
SUSTAINABLE COMPETITIVENESS

Innovation is widely recognised as a key driver of economic growth and
international competitiveness, both of which are essential for enhancing welfare
and societal well-being. Within the European Union (EU), however, innovation
capacity is characterised by substantial heterogeneity across countries [ European
Commission, 2025a] and regions [ European Commission, 2025b]. These persistent
differences have given rise to what is commonly described as the innovation divide,
posing a significant challenge to the EU’s objectives of economic, social and territorial
cohesion that are necessary to achieve sustainable competitiveness.

The innovation divide has been extensively analysed over the past two decades
in global, national and regional contexts. Empirical studies at the country level point
to enduring disparities in innovation performance and capabilities [e.g. Kong, Zhou,
Liu, Xue, 2017; Kowalski, 2021), while regional analyses highlight pronounced
spatial concentration of innovation activities [Weresa, Kowalski, Rybacki, 2022].

This paper seeks to explore the innovation divide across the European Union
and discuss policy approaches aimed at addressing persistent disparities in order
to enhance the sustainable competitiveness of the EU as a whole.

The literature consistently identifies structural factors as the primary drivers
of innovation disparities. These include differences in industrial structures, human
capital endowments, institutional quality and the effectiveness of innovation systems
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[Cincera, Veugelers, 2013; Kowalski, 2021]. From the perspective of competitiveness
theory, regional differences in factor conditions, demand characteristics and
competitive environments constitute the basis for sustainable competitive advantages
[Porter, 2008; Aiginger, Vogel, 2015]. Consequently, innovation specialisation and
differentiation may foster resilience and adaptability to technological change and
economic shocks rather than weaken overall cohesion. Therefore, full convergence
in innovation performance appears neither realistic nor economically justified.

These considerations suggest that discussions of innovation disparities should
move beyond a narrow focus on reducing gaps in innovation performance indicators.
Instead, greater attention should be paid to reducing disparities in access to the
benefits of innovation [Richardson et al., 2024]. This shift in perspective is particularly
important in light of the changing nature of innovation. Innovation processes have
increasingly shifted towards intangible assets, data and service-based activities
that complement manufacturing [OECD, 2019]. While intangible components of
innovation, such as data or digital knowledge, can, in principle, be used simultaneously
across multiple locations, their effective exploitation depends on access to advanced
skills, digital infrastructure and institutional capacity. The development of the Digital
Single Market creates new opportunities for innovation diffusion across the EU,
but it may also exacerbate asymmetries between countries and regions if access to
digital resources and capabilities remains uneven [Kawecka-Wyrzykowska, 2023].

Empirical evidence from the European Innovation Scoreboard (EIS) and the
Regional Innovation Scoreboard (RIS) illustrates the complexity of these dynamics.
At the country level, the innovation divide across EU member states narrowed
between 2018 and 2025, as reflected in a declining coefficient of variation. However,
convergence was uneven across groups of countries. While convergence occurred at
the EU level, divergence was observed within the group of Emerging Innovators,
driven by faster progress in countries such as Croatia, Poland and Slovakia, and
relatively slower improvements in Bulgaria, Latvia and Romania. Disparities among
Innovation Leaders have also widened as Denmark and Sweden have strengthened
their leading positions compared with other countries in this group [European
Commission, 2025a].At the regional level, pronounced disparities persist. The 2025
RIS reveals a highly uneven spatial distribution of innovation performance. All top
50 most innovative regions are located in Northern and Western Europe, while the
lowest-performing regions are concentrated in Central, Eastern and Southern Europe.
However, a limited number of regions in these less innovative areas perform above
the EU average, including Praha, Pais Vasco, Navarra, Madrid, Catalonia, Comunitat
Valenciana and Grande Lisboa [European Commission, 2025b].
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Despite these disparities, evidence of g-convergence at the regional level has
been identified. A study covering 240 NUTS 2 regions between 2014 and 2021 shows
a decline in the dispersion of the Regional Innovation Index, indicating a gradual
catching up by less innovative regions [ Weresa et al., 2022]|. However, decomposition
of the Regional Innovation Index reveals particularly high dispersion in areas such
as business process innovation, employment in innovative SMEs, participation
in lifelong learning and collaboration among innovative SMEs. These findings
point to the need for policy measures that promote open innovation, interregional
cooperation and stronger support for SMEs.

Finally, recent external shocks may also affect innovation disparities. Due to the
war in Ukraine, regions along the EU’s eastern borders in Poland, Slovakia, Hungary
and Romania, have experienced disproportionate pressures from refugee inflows,
despite often being classified as less innovative or transition regions. This situation
increases the risk of such areas becoming ‘left-behind places’, thereby reinforcing
the need for place-sensitive policies that mobilise local potential and ensure a more
equitable distribution of innovation benefits [ Rodriguez-Pose, 2018]. In this context,
policies promoting equal access to education, investment in human capital and
continuous skills upgrading remain central to mitigating the innovation divide.

Conclusions and policy implications

Addressing the innovation divide in the European Union requires coordinated
and sustained efforts across multiple levels of governance and policy domains. While
differences in innovation capacity across countries and regions are partly inevitable
and, to some extent, economically justified, persistent structural exclusion of less-
developed regions from innovation processes undermines both territorial cohesion
and long-term competitiveness. Consequently, innovation disparities should not be
assessed solely in terms of differences in performance indicators but also in relation
to unequal access to innovation processes and their economic and social returns
[Richardson et al., 2024].

From a policy perspective, the importance of stronger alignment between
cohesion policy and the renewed EU industrial policy should be considered. The
emerging industrial policy paradigm emphasises innovation, digitalisation and green
transformation as key drivers of structural change, while recognising the necessity
of public intervention to address market and coordination failures [ Kawecka-
Wyrzykowska, 2020]. However, without explicit territorial considerations, industrial
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policy instruments risk reinforcing existing spatial concentrations of innovation
and economic activity. Ensuring that strategic support for innovation contributes
simultaneously to sustainable competitiveness and cohesion therefore requires a more
place-sensitive policy design.

In this context, fostering an inclusive approach to sharing innovation benefits
should become a central objective of EU policy. Inclusiveness should be understood not
as uniform innovation performance but as the capacity to participate in innovation-
driven growth and to benefit from innovation generated elsewhere. This implies
targeted investments in human capital, continuous skills upgrading and institutional
capacity-building, particularly in lagging regions. It also calls for policies that promote
interregional cooperation and open innovation [Weresa et al., 2022].

Finally, recent external shocks, including the geopolitical and humanitarian
consequences of Russia’s invasion of Ukraine, have further highlighted the vulnerability
of less developed and border regions within the EU. These developments reinforce the
need for place-based and forward-looking policies that mobilise underutilised resources
and support adaptive capacity in regions. By prioritising inclusive innovation,
improving access to the benefits of innovation, and strengthening knowledge diffusion
within a coordinated cohesion and industrial policy framework, the EU can unlock
the full innovative potential of its regions and enhance its resilience and prosperity,
thus enhancing sustainable competitiveness in the long run.
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REGULATORY AND INSTITUTIONAL
BARRIERS TO THE DEVELOPMENT

OF THE EQUITY CROWDFUNDING MARKET
IN POLAND

The Capital Markets Union (CMU) was launched by the European Commission
in 2015 to deepen financial integration in the European Union (EU) and to reduce
the economy’s excessive reliance on bank financing [ European Commission, 2015]."
Within this framework, a key objective was to improve access to finance for small
and medium-sized enterprises (SMEs), which face structural barriers stemming from
bank dominance and limited access to capital markets [ Beck, Demirgii¢-Kunt, 2006].
Alternative forms of finance, including crowdfunding, were therefore recognised as
instruments for diversifying funding sources and supporting innovative ventures
[Mochkabadi, Volkmann, 2020]. The EU regulation on European crowdfunding
service providers for business (ECSP) reflects this approach by establishing
a harmonised framework for cross-border crowdfunding and formally embedding
equity crowdfunding in the CMU architecture [Regulation (EU) 2020/1503].

Investment crowdfunding (equity crowdfunding, ECF) involves raising capital
for business projects from a broad pool of investors via online platforms in exchange
for equity or similar securities and has emerged as a complementary source of finance
for SMEs and start-ups facing high entry barriers to traditional capital markets
[Mochkabadi, Volkmann, 2020].

1 For a more detailed discussion of the economic dimension of European integration, see Kawecka-
Wyrzykowska and Michalowska-Gorywoda [2016].
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In Poland, the equity crowdfunding market, formally present since 2012, long
remained small and fragmented, with low awareness and few platforms. A dynamic
expansion began around 2019, with 2020—-2021 marking a boom: 16 platforms,
85 issuers — mainly from the gaming, hemp and IT sectors — and a substantial
increase in capital raised [Rink, 2024]. This surge was driven by Covid-19 and very
low interest rates, which redirected retail investors towards higher-risk, higher-yield
assets. In 2022, however, Russia’s invasion of Ukraine reversed this trend as risk
aversion increased; the number of active platforms fell to 11 and issuers to 47, with
total funding below PLN 24.5 million [Rink, 2024]. In 2023, only 17 campaigns were
conducted on seven platforms, signalling a pronounced downturn of the market.

The ECSP Regulation, applicable across the EU from November 2021, introduced
harmonised authorisation and passporting rules, higher offering thresholds (up to
EUR 5 million in 12 months without a full prospectus) and strengthened investor
protection through the KIIS, suitability tests and reflection periods. In member
states where the ECSP Regulation was implemented in a market-supportive way,
the number of platforms and the funding volume rose markedly; by 2023 at least 98
platforms in 17 countries reported data and total crowdfunding volumes exceeded
EUR 1 billion, with countries such as France, the Netherlands and Lithuania
emerging as leaders [ESMA, 2025; Shneor, Zhang, Wardrop, Ziegler, 2023].

In Poland, by contrast, the national implementing act on crowdfunding for
business ventures and assistance to borrowers was adopted only in July 2022 and
entered into force at the end of that month, well after the EU regime became applicable
[Act of 7 July 2022]. Combining crowdfunding rules with borrower support measures
subordinated ECF to short-term political and stability objectives rather than
to a long-term capital market strategy, while the fast-track legislative process limited
expert debate and favoured a more restrictive supervisory stance [ Shneor et al., 2023].

Moreover, the transitional period under the ECSP Regulation was extended until
November 2023 to give national authorities more time to complete authorisations.
While formally justified by the need to avoid market disruption, this extension
in practice prolonged regulatory uncertainty and encouraged platforms to delay
licence applications [Shneor et al., 2023]. When the transitional period ended,
platforms without authorisation or an incoming passport had to suspend or cease
operations, disrupting ongoing campaigns and reducing the pipeline of new offerings.
The record-breaking campaign of Kombinat Konopny S.A. on the Crowdway platform
in 2023, raising PLN 4.5 million within hours, was one of the last major offerings
before the new regime fully applied, illustrating the gap between market potential
and an increasingly restrictive environment [ Trzebinski, 2023].
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Although the ECSP Regulation sets a three-month deadline for decisions on
complete applications, evidence from other licensing procedures suggests that the
Polish Financial Supervision Authority (KNF) operates with far longer timelines.
Authorisation processes for regulated entities often take up to two years, whereas
in many EU countries, including Estonia and Lithuania, typical durations range from
several to twelve months [EBA, 2022; FinTech Poland, 2021]. These discrepancies
are difficult to explain solely by application quality and point to structural delays
related to resource constraints, complex internal procedures and conservative
interpretation of rules [FinTech Poland, 2021]. As a result, barriers to entry arise
not only from substantive requirements but also from the organisational features
of the supervisory authority.

Compliance costs further exacerbate these obstacles. Aligning operations with
the requirements of the ECSP Regulation has required platforms to implement
internal control and risk-management systems and build formal compliance functions,
often relying on costly external legal and advisory services [Shneor et al., 2023]. In
the absence of suitable insurance products, prudential safeguards largely had to be
met with own funds, while firms also faced authorisation fees and legal costs, with
no public grants or subsidies available to offset them [ FinTech Poland, 2021]. Industry
reports and stakeholder interviews indicate that, in many cases, the cumulative cost
of legal advice, IT upgrades and organisational changes represented a significant
fixed outlay, particularly burdensome for smaller platforms, and acted as a deterrent
to market entry or further development [Shneor et al., 2023; FinTech Poland, 2021].
Between 2023 and 2025, only two entities in Poland obtained ECSP licences: Emiteo
and GPW Private Market SA” and the latter subsequently relinquished its licence
citing high fixed compliance costs, weak issuer and investor activity and persistent
regulatory uncertainty, including protracted interactions with KNF [ Uryniuk, 2024;
Rejestr.io, 2025].

Supervision that was intended to enhance trust and balance investor protection
with innovation has thus acquired a de facto obstructive character, constraining
the potential of the equity crowdfunding market in Poland through a combination
of delayed and fragmented implementation of Regulation 2020,/1503, lengthy and
unpredictable licensing procedures and high compliance costs.

2 The company obtained authorisation to provide investment crowdfunding services on 27 October 2023,
but at the request of its sole shareholder (GPW S.A.) it withdrew from this activity in December
2024, and the authorisation was revoked by the KNE
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FROM SUSTAINABLE DEVELOPMENT
TO RESILIENCE: NEW MECHANISMS
OF EUROPEAN INTEGRATION

European integration has historically been closely linked to risk management
through the institutionalisation of economic interdependence and common rules.
From the early stages of post-war cooperation, integration was conceived as a means
of stabilising political and economic relations by embedding national economies in
shared institutional frameworks. Over the past decade, however, the European Union
has entered a phase of permanent uncertainty, in which crises are no longer episodic
disturbances but constitute the normal context of integration. The COVID-19
pandemic, Russia’s aggression against Ukraine, the energy and raw materials crisis,
growing geopolitical fragmentation, and accelerating climate and digital transitions
have exposed the fragility of integration assumptions based on stability, efficiency
and predictable global value chains.

Contemporary European studies increasingly emphasise that crises are not merely
disruptions of integration but reveal the EU’s nature as a political order and test its
adaptive capacity [ Schimmelfennig, 2024]. Crises simultaneously expose institutional
weaknesses and create pressures for reform, forcing the EU to redefine the scope
and instruments of collective action. The concept of failing forward illustrates that
the EU has often responded to crises through incomplete but integration-enhancing
reforms, which expanded its capacity to act while at the same time generating new
tensions over solidarity, responsibility and distribution of costs [Jones, Daniel
Kelemen, Meunier, 2021]. Under these conditions, a gradual but profound shift
in the logic of integration can be observed: from market-driven liberalisation and
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efficiency-oriented governance towards integration through joint risk management
and coordinated transformation.

At the same time, crises intensify the debate on the costs and distributional
consequences of integration, which has direct implications for the durability of the
European project. In this context, it is worth recalling the perspective of Professor
Elzbieta Kawecka-Wyrzykowska, who succinctly emphasises the ambivalence
of integration processes: ‘Does integration bring only benefits? Of course not’
[Kawecka-Wyrzykowska, 2022]. This observation is particularly relevant in an
era of permanent uncertainty, as the growing importance of security and resilience
may both strengthen the solidarity dimension of integration (e.g. through joint
financing instruments and reforms) and intensify distributional conflicts between
states, sectors and social groups.

This shift is reflected in the growing prominence of resilience as an organising
principle of EU policies. According to the 2020 Strategic Foresight Report | European
Commission, 2020], resilience refers not only to the ability to withstand shocks but
also to the capacity to adapt and transform in a sustainable, fair and democratic
manner. In this sense, resilience extends beyond crisis response and becomes a forward-
looking framework for policy coordination. It embodies a new language of integration
that legitimises deeper cooperation at EU level in areas traditionally dominated by
national competences, such as industrial policy, security of supply, energy systems
and technological sovereignty.

Within this emerging framework, sustainable development has evolved from
a long-term normative objective into a central integrative policy framework.
Rather than functioning as a separate policy field, it increasingly acts as a cross-
cutting principle shaping regulatory design and strategic priorities. As noted by
Borras and Radaelli [2011] and Jordan and Lenschow [2010], the mainstreaming of
sustainability objectives across sectoral policies fosters integration through regulatory
and institutional mechanisms, even in the absence of treaty change. Shared long-
term goals — such as climate neutrality, resource efficiency and social cohesion —
operate as an ‘integrative anchor’ that helps maintain coherence and direction of
the European project in times of crisis and political contestation [ Schimmelfennig,
2024; Zeitlin, Vanhercke, 2018].

At the intersection of these processes lies the circular economy, which has become
one of the core operational dimensions of sustainable development in the EU. The
literature highlights that the circular economy is not merely an environmental concept
but a driver of structural economic transformation closely linked to the functioning
of the internal market [Ghisellini, Ripa, Ulgiati, 2018; Korhonen, Honkasalo,
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Seppala, 2018]. Requirements concerning eco-design, durability, reparability and
recyclability directly affect competitive conditions and the free movement of goods,
thereby embedding circular principles in the core mechanisms of market integration.

From an integration perspective, the circular economy can be interpreted as
amechanism of functional integration in the neofunctionalist sense [ Barcz, Kawecka-
Wyrzykowska, Michatowska-Gorywoda, 2007; Haas, 2004]|. Empirical research
identifies five main channels of circular economy impact: competitiveness, supply
chains, innovation, digitalisation, and small and medium-sized enterprises. All five
of them, when reinterpreted, function as channels of integration. Firms adopting
circular practices contribute to regulatory convergence, create new cross-border
interdependencies in supply chains, and generate technological and regulatory
spillovers across member states [ Kristoffersen, Mikalef, Blomsma, Li, 2021; Pelkmans,
2006; Sharma, Govindan, Lai, Chen, Kumar, 2021]. In this way, enterprises act not
merely as beneficiaries of integration but as active carriers of integration, while
circular practices trigger market-based and regulatory spillovers without the need
for formal treaty revisions.

The durability of resilience-based integration depends, however, on its socio-
institutional dimension. The literature consistently shows that insufficient social
acceptance of transformation costs undermines support for European integration
and fuels political backlash [Hooghe, Marks, 2009]. The concept of just transition
therefore plays a crucial legitimising role, addressing the distributional effects
of climate, energy and digital transitions, and linking economic transformation
with social protection [International Labour Organisation, 2023]. Regions, local
governments and social partners emerge as key actors of bottom-up integration,
translating EU objectives into concrete practices and embedding them in local
institutional contexts [ Bachtler, Berkowitz, Hardy, Muravska, 2017; Marks, Hooghe,
Blank, 1996]. Through participation, institutional learning and cooperation networks,
they contribute to strengthening the social foundations of European integration
[Sabel, Zeitlin, 2008].

Building on these insights, the article proposes a model of resilient European
integration, which reinterprets a development framework as an integration model.
The model consists of four interrelated dimensions: resource, energy, digital and socio-
institutional. Together, these dimensions frame the EU as a system of risk management
and an architecture of resilience, rather than merely a market or regulatory order
[Elmqvist et al., 2019; Folke, Biggs, Norstrom, Reyers, Rockstrom, 2016]. Integration
is thus understood as the joint construction of adaptive capacities under conditions
of permanent uncertainty, combining economic coordination with social legitimacy.
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In conclusion, resilience should not be treated as an add-on to European
integration but as its contemporary core. Under conditions of systemic risk and
overlapping crises, the effectiveness and durability of the European project depend
less on efficiency or formal expansion of competences, and more on the EU’s capacity
to coordinate transformation, manage uncertainty, and maintain social cohesion
and legitimacy.
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UKRAINIAN REFUGEES IN THE POLISH
LABOUR MARKET: A SOCIO-ECONOMIC
PERSPECTIVE

According to official data, Poland’s journey from an emigration to immigration
country has been unprecedentedly fast. As mentioned in Chapter 6 of the Report, since
WWII, thousands of Poles have sought to emigrate to the West, and this aspiration
has influenced the outlook of successive generations. Remaining within the Soviet
sphere of influence and functioning in the socialist economic system, the country did
not have much to offer to its most talented and entrepreneurial citizens. During that
time, the state authorities restricted emigration using different measures, and the
emigration restrictions policy lasted until the systemic change of 1989 [Stola, 2001 ].
Those who managed to emigrate from Poland during that period (many of whom
chose theillegal path, based on, e.g., US tourist visas) were aware that they opted for
permanent migration rather than a temporary stay in the destination country. After
the systemic transition to a market economy, as the emigration barriers disappeared,
the main obstacle in the migration process was in the immigration policies of the
developed countries.

After 1989, it also became apparent that the characteristics of the emigration
changed, with a shift towards temporary migration, often with the intention
to generate some savings in foreign currencies and invest them in Poland, benefiting
from favourable exchange rates [Schwabe, 2024]. The three countries that were
the main migration targets for Poles at that time were Germany, the US and Italy
[ Grabowska-Lusinska, Okélski, 2008]. However, the principal emigration wave
occurred after Poland entered the EU, with the UK as the main destination for Polish
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labour migrants. The rationale behind this migration was the size and condition of
the British economy along with the fact that it was one of three countries which
decided not to apply transitional arrangements [ Schwabe, 2023], and thus it enabled
free access to its labour market for citizens of all the countries acceding the EU
in 2004. Emigration to the UK at that time was tempting to many, as the Polish
economy was going through a turbulent period of market reforms, which resulted
in high unemployment (around 20%) and relatively low wages. The post-accession
emigration wave was considered the highest in Poland’s history after WWIIL. It
is estimated that only during the first years after accession (2004—2007), over
700,000 Poles decided to take the opportunity and emigrate to the UK, and about
200,000 to Ireland [Schwabe, 2023].

Despite all the negative consequences of losing talent, it is a fact that the outflow
of labour from Poland after 2004 improved the condition of the Polish labour
market in the short term. This, along with the EU structural funds, access to the
EU internal market and reforms that had been conducted since the 1990s spurred
an unprecedented growth of the Polish economy, which in 2025 became one of the
most affluent countries globally in terms of the overall GDP value [World Bank,
2025]. However, this high-paced growth brought with it natural interest from
migrants from less affluent countries. The main immigrant groups in Poland were
Ukrainians, followed by Belarusians. Immigration to Poland significantly accelerated
after 2014, when Russia annexed Crimea and Ukrainians began to flee the country.
In 2016, Poland, for the first time in its post-war history, recorded a net migration
surplus, which has since become a new standard. The immigration rate was steadily
growing, and skyrocketed in 2022, when the unjustified Russian full-scale aggression
against Ukraine forced millions of people out of their country. After the invasion,
Poland hosted nearly 1.4 million Ukrainian refugees [UNHCR, 2022].

What is exceptional in Poland’s migration journey is the fact that the
highest immigration wave took place only 18 years after Poland experienced
the highest outflow of people from its territory — and after decades of being
perceived as an emigration country. Even though the Polish economy went through
this increased supply of labour almost seamlessly, the mass immigration revealed
numerous systemic and mental barriers, which operated as roadblocks to successful
integration of foreign workers. First of all, when the Russian invasion began, it became
apparent that the Polish state had no procedures in place to accommodate the refugee
inflow, especially in such high volumes. The fact that it was possible to handle the
challenge can be attributed mainly to non-governmental actors, i.e. Polish society, of
which nearly 80% declared providing refugees with some form of support in the first
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weeks after their arrival in Poland [Baszczak, Kielczewska, Kukolowicz, Wincewicz,
Zyzik, 2022], NGOs, which provided structures and know-how, and municipalities
that stood up to the challenge and provided temporary accommodation for those
who had no other option.

Although the initial months after the invasion could be considered successful
in terms of refugee reception, especially given the nature and scale of the migration
wave, with each passing year of the war it was becoming increasingly clear that the
refugees were not just a temporary challenge to Poland’s economy and society. Yet,
the research revealed that with each year of prolonged war, the share of the Ukrainian
population intending to remain in Poland was increasing, while simultaneously the
popular support in Poland for hosting the refugees was diminishing [ Szczepanik, 2023].
This can be attributed to the global economic slowdown and the resulting concerns of
Polish workers about the prospect of losing their jobs to Ukrainian refugees. Another
narrative was that the benefits that the Polish state offered to Ukrainians covered
by the Act on assistance to Ukrainian citizens in connection with armed conflict
in the territory of that state [Act of 12 March 2022], especially free education and
healthcare, were something that the Polish budget could not afford.

The anti-Ukrainian sentiment, cleverly fuelled by Russian propaganda, gradually
changed the proportion of Ukrainian refugees between Poland and Germany. While
at the beginning of the war there were over 1.4 million Ukrainian refugees in Poland
and about 900 thousand in Germany, at the end of 2024 these proportions reversed, as
many Ukrainians migrated to Germany in search of more generous social transfers and
opportunities in terms of certified state-funded vocational training. Such divergence
between member states’ welfare arrangements and labour-market institutions
illustrates broader asymmetries within European economic integration, which can
indirectly affect the direction and scale of labour mobility [ Kawecka-Wyrzykowska,
2009]. Those who remained in Poland pointed to numerous challenges with regard
to their integration in the Polish labour market, including discriminatory practices.
Even though Poland, at the end of 2024, was the EU country with the highest share
of Ukrainian refugees participating in the labour market (approximately two-thirds
of working-age population), it was also true that nearly half of them declared working
below their skills [Leven, Schwabe, 2025]. The main factors behind this mismatch
were inadequate proficiency in Polish (or English) and an insufficient offer of free
language courses, as well as difficulties in diploma (and skills) recognition by Polish
employers. Since European traditional immigration countries did invest in those
areas, and due to the fact that migration is driven primarily by connections within
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migrant networks, one can expect that Poland will continue to lose Ukrainian talent
to the benefit of other economies.

Hence, the clear benefits that Poland can offer, i.e. geographical proximity
to Ukraine, as well as a similar mentality and a sound economy with a low
unemployment rate, might not be enough to keep Ukrainians from moving abroad.
Since Ukrainian refugees generated 2.7% of Poland’s GDP in 2024 [ Deloitte,
2025], they can be considered a real asset to the Polish economy. In this context, it
seems that the Polish government’s role should be to create conditions conducive
to retaining this labour pool in Poland, while educating the Polish society about its
value. This is essential because Poland’s transition from a homogenous emigration
country to an immigration destination has occurred only recently, leaving society
with little experience in how to deal with immigrant groups, cultural diversity and
sustained labour inflows.
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WHEN EUROPEAN INTEGRATION
STOPS UNITING: WHY MORE CAN
MEAN LESS

Introduction

Poland acceded to the European Union in 2004 as the narratives legitimising
integration were already shifting away from the single market. As EU action
expanded into value-driven regulatory domains, the market-based mythology that
had depoliticised conflict through technocratic rules and relatively transparent trade-
offs weakened, opening space for normatively driven integration under conditions
of limited democratic oversight and asymmetric costs. This article argues that
European integration remains most effective and legitimate where it reinforces the
single market and collective responses to clearly defined economic challenges, as
extending integration beyond this logic tends to erode consensus and turn ‘more’
integration into ‘less’ political cohesion.

The single market myth as the stable core of integration

The long-term stability of European integration rested on a political myth
understood as a structuring cognitive and normative narrative that stabilised
authority and endowed integration with meaning [Della Sala, 2010]. Within this
framework, the single market combined a clear functional objective with a coherent
institutional architecture and a powerful legitimising narrative.
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As Jones [2010] shows, the economic mythology of integration transformed
distributive conflicts into expectations of growth and convergence, enabling
technocratic management and sustaining political support as long as the narrative
remained empirically credible. Competition policy constituted the institutional
backbone of this myth, ensuring predictability and relative symmetry in rule
application, thereby reinforcing the depoliticising character of market integration
[Akman, Kassim, 2010].

Crucially, the durability of the single market myth stemmed from its limited
scope. As Smismans [2010] observes, it did not require deep political identification or
ashared collective identity. Grounded in functional coherence and broadly consistent
economic experience, it provided a stable core of integration until expansion beyond
market logic began to erode its legitimising capacity.

From market legitimacy to normative expansion:
The eurozone crisis as a turning point

This equilibrium eroded during the eurozone crisis, which constituted not only
an economic shock but also a crisis of political legitimacy rooted in the way the
Economic and Monetary Union had been justified [Schmidt, 2020]. A rules-based
economic narrative masked the political nature of monetary integration. When
the crisis exposed the insufficiency of this framework, EU actors reinforced and
reinterpreted existing rules to preserve system functionality.

While this strategy improved policy output, it undermined transparency,
accountability and input legitimacy. From a Lakatosian perspective, the crisis
marked the empirical breakdown of the efficiency myth underpinning integration.
Rather than abandoning this hard core, EU actors insulated it through successive
narrative adjustments, allowing integration to advance rhetorically even as market-
based legitimacy eroded and integration was redirected towards new legitimising
narratives centred on normative purpose rather than economic performance.

Normative expansion and politicisation
In recent years, the market-based mythology of European integration has

increasingly been replaced by narratives centred on fundamental rights, the rule of
law, security and climate transition. As McNamara and Musgrave [2020] argue, this



When European Integration Stops Uniting: Why More Can Mean Less

shift reflects a move towards legitimacy grounded in norms and identity, increasing
politicisation.

Smismans [2010] shows that fundamental rights were incorporated through
a political myth relying more on symbolism than clearly delimited competences
and accountability. Macrae [2010] identifies a similar gap between ambition and
institutional capacity in gender equality policy. As a result, the expansion of EU
competences has not been matched by a commensurate development of shared political
identity or democratic practices, producing indifference or resistance rather than
durable consensus. Anti-European narratives thus emerge because of this process
of politicisation, rather than as its primary cause.

Climate policy and asymmetrical outcomes

An analogous mechanism can be observed in EU climate policy. For an extended
period, the ‘myth of green Europe’ legitimised regulatory expansion. However, under
conditions of rising costs and increasing implementation conflicts, its stabilising
capacity has visibly weakened.

Analyses of the Fit for 55 package, including the Land Use, Land-Use Change and
Forestry Regulation [Regulation (EU) 2018/841], point to increasing fragmentation
of instruments and the absence of a coherent centre of political responsibility [Sasso
et al., 2025]. OECD computable general equilibrium analyses indicate that the
implementation of Fit for 55 is associated with a reduction in EU GDP per capita
of approximately 1% by 2030 and around 2.1% by 2035 relative to the baseline
scenario [Chateau, Miho, Borowiecki, 2023]. Thus, before its midterm review, Fit
for 55 resembles the implementation failures of earlier EU multiannual strategies,
where ambitious objectives were undermined by unresolved trade-offs [Szczech-
Pietkiewicz, Radlo, 2022].

The Carbon Border Adjustment Mechanism only partially compensates for
these losses. Moreover, as Kawecka-Wyrzykowska [2022] demonstrates, its effects
are sectorally and geographically differentiated. As a result, asymmetric costs and
associated political tensions persist.
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Conclusions

European integration has proven most durable where coherence existed between
EU competences, executive capacity and an economically intelligible form of
legitimacy anchored in the single market. This durability was further reinforced by
cohesion policy, which mitigated adjustment costs and sustained political consent
without undermining market-based legitimacy. Extending integration beyond
this logic towards norm-driven policies has weakened this coherence, intensified
legitimacy tensions and increased political contestation.

In the absence of robust democratic legitimation and accountability, a growing
reliance on normative authority risks marginalising economic efficiency as a meaningful
evaluative criterion, as policy choices shift from contestable trade-offs to normative
imperatives. The Fit for 55 package illustrates how such normative ambition can
outpace both institutional capacity and economic calculation. Taken together, this
suggests that European integration would benefit from a strategic refocusing on the
single market and related areas where the EU retains clear functional advantages
and a proven capacity to generate durable consensus.
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REAL CONVERGENCE IN INCOME LEVELS
BETWEEN CENTRAL AND EASTERN EUROPE
AND WESTERN EUROPE

The aim of this chapter is to present the historical paths of economic growth of
the 11 Central and Eastern European (CEE) countries that joined the European
Union in 2004, 2007, and 2013, i.e. Poland, Bulgaria, Croatia, Czechia, Estonia,
Lithuania, Latvia, Romania, Slovakia, Slovenia and Hungary (EU-11). The research
covers the income convergence analysis of these countries toward the 14 Western
European countries that are EU members (EU-14).

The results presented here are the latest findings of the author’s research on
the phenomenon of real convergence. This research has been conducted at the
Department of Economics IT of the Collegium of World Economy, SGH Warsaw
School of Economics for over 20 years. One of the objectives of the analyses is to show
the benefits of EU enlargement for economic growth of Poland and other CEE
countries. The results of the research have been widely published in monographs and
scientific articles [e.g. Matkowski, Prochniak, Rapacki, 2016; Rapacki, Prochniak,
2019]; and are also regularly presented in the cyclical reports from the series Poland
Competitiveness Report published by the World Economy Research Institute at the
SGH Warsaw School of Economics [e.g. Prochniak, 2025], as well as in the SGH
Reports prepared for the Economic Forum in Karpacz (formerly: Krynica-Zdréj)
[see e.g. Maszczyk, Prochniak, Rapacki, 2025] for the latest edition of the study
that includes the projections of closing the income gap between Central-Eastern
and Western Europe).
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Presented below are the latest results concerning the verification of 5 and
o convergence. The S convergence occurs when less developed countries (with lower
GDP per capita) show faster economic growth than more developed ones. In turn,
o convergence means that income disparities between countries decrease over time.

To verify the absolute S convergence, the following regression equation was
estimated:

1

Tlny

y—22a0+a1lnyo+a, (D
where y,and y, are per capita income in the final and initial years, and ¢, is a random
factor. The dependent variable is therefore the average annual real GDP per capita
growth rate at purchasing power parity (PPP) between periods T and 0, while the
explanatory variable is the natural logarithm of GDP per capita in the initial period.
If the parameter @, is negative and statistically significant, S convergence exists.

To verify the existence of o convergence, a trend line is estimated for the variation
in income levels between countries:

sd(lny,)2a0+a1t+8t, (2)

where sd denotes standard deviation and ¢ denotes time. The explained variable
is the standard deviation of natural logarithms of GDP per capita levels between
countries, while the explanatory variable is time. If parameter ¢, is negative and
statistically significant, o convergence exists.

This chapter presents the results of the latest study covering the 1993-2025
period." All calculations were also performed for three subperiods: 1993-2004,
2004-2015, and 2015-2025, which informs an analysis of the time stability of
the convergence process (for the sake of conciseness, they will not be dealt with
in detail here). The first of the specified subperiods covers the period from the end
of the transformation recession in many EU-11 countries, including Poland, to the
moment of the largest EU enlargement to Central and Eastern Europe. The next
subperiod covers the first decade of EU membership of (most) EU-11 countries.
The last subperiod covers the second decade of EU membership.

I The full results of the analysis will be presented in the 2026 edition of the Competitiveness Report
published by the World Economy Research Institute, SGH Warsaw School of Economics.
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Figure 1. The relationship between GDP per capita growth rate in 1993-2025
and GDP per capita at the beginning of the period
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Source: Author’s own calculations.

Convergence is analysed both within the entire group of 25 EU countries and
between the two regions comprising the EU-11 and EU-14. The aggregated data for the
two areas, EU-11 and EU-14, are weighted averages with variable weights reflecting
the population of a given country belonging to a specific group in a given year.

The results confirm the existence of clear income convergence between the EU-11
and EU-14 countries throughout the 1993-2025 period (Figure 1). Convergence
occurred both among the 25 countries in the sample and between the two areas of
EU-11 and EU-14. Countries with lower income levels in 1993 showed, on average,
faster economic growth between 1993 and 2025 than countries that were initially
more developed. As the less developed countries in 1993 were those of Central and
Eastern Europe, these results confirm the clear convergence of the EU-11 countries
towards the average income level of Western Europe.

Upon analysis of individual subperiods, it turns out that the speed of convergence
varied greatly. For the 25 EU countries in 1993-2004, i.e. before the EU enlargement,
B convergence was confirmed by the model, but the R-squared coefficient was
only 34%. The convergence observed during that period was partly caused by the
fact that the integration anchor triggered by EU membership began to take effect
much earlier, i.e. even before the official date of the EU accession. The pace of
convergence accelerated between 2004 and 2015, which was undoubtedly due to
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the EU enlargement. The clear convergence trend observed in the first decade of
EU membership weakened in the following decade. This was largely driven by the
crises related to the COVID-19 pandemic and the war in Ukraine.

There were numerous sources of convergence. Most of them were related to the
European integration. The most important one was grounded in institutional and
market reforms recommended by the EU. As a result, the role of international trade
for CEE countries, including Poland, significantly increased (see, for instance, the
study by Kawecka-Wyrzykowska, Ambroziak and Kulpiniski [2022] for trade relations
between EU and Ukraine). Major sources of the catching-up process also included
the EU policy and the EU funds aimed at decreasing income differences between
less and more developed European regions. The transfer of technology from Western
Europe played a crucial role as well.

The o convergence of CEE countries towards Western Europe is measured by
changes in the standard deviation of natural logarithms of GDP per capita between
the 25 EU countries, as well as between the two areas of the EU-11 and EU-14. The
results are presented in Figure 2.

According to the results, between 1993 and 2025 there was ¢ convergence both
among the 25 EU countries and between the EU-11 and EU-14 areas. The most visible
and systematic reduction in income differences occurred in the second half of the
analysed period, i.e. after 2000, which was undoubtedly related to the EU enlargement.

Figure 2. Standard deviation of GDP per capitain 1993-2025
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Source: Author’s own calculations.



Real Convergence in Income Levels Between Central and Eastern Europe and Western Europe

In summation, the convergence process is not automatic. Despite the strong
downward trend in income differences between Central-Eastern and Western
Europe in recent years, there is no guarantee that this situation will continue in the
future (as evidenced by the temporary instability of our results and increasingly
frequent references in the literature to the possibility of divergent trends emerging
in Europe). Much will depend, among others, on further developments in Ukraine
and relations with Russia, as well as on the energy transition. The latter will be a very
costly process for Poland, as Professor Kawecka-Wyrzykowska aptly observes [for
details, see Kawecka-Wyrzykowska, 2025].
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The EU budget

In 2025, the European Commission began preparatory work for the adoption
of the new long-term budget of the European Union for the 2028-2034 period.
This budget, referred to as the Multiannual Financial Framework (MFF), covers
a period of seven years. On its basis, annual budgets are adopted [Oreziak, 2020].
The MFF for 2021-2027 is currently in place, and the total expenditure during
this period is EUR 1.2 trillion (around EUR 160—180 billion per year), which
represents about 1% of the gross national income of the EU as a whole. In addition,
there is a special fund of over EUR 800 billion (in current prices) under the EU’s
temporary financial instrument, NextGenerationEU, launched in 2021, to support
member states in recovering from the economic and social impact of the COVID-19
pandemic. To raise funds for this instrument, the European Commission borrows
money from the capital markets on behalf of the EU. These loans are to be repaid
between 2028 and 2058 from the EU budget.

In 2025, for the first time in the history of EU budgeting, the European
Commission organised a public consultation in the form of the European Citizens’
Panel to obtain citizens’ opinions and recommendations on the EU budget for 2028—
2034 |Oreziak, 2025a].

The history of negotiations of successive multi-annual budgets shows that they
constituted a difficult compromise between the interests of net beneficiaries and
net payers (including Germany, France and the Netherlands). Poland has been the
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largest net beneficiary to date, receiving over EUR 167 billion from 1 May 2004
to the end of September 2025 [Ministry of Finance, 2025]. However, it should be
emphasised that the positive net balance achieved by Poland is only a small part of
the benefits of EU membership. As Kawecka-Wyrzykowska [2023] notes, access by
Polish businesses to the EU’s single internal market is crucial.

The European Commission is obligated to protect the EU budget from unjustified
expenditure, particularly in the case of member states violating the rule of law. The
need for such protection stems, among other things, from the experiences of Hungary
since 2010 and Poland between 2015 and 2023. As a result of the devastation of
the rule of law during that period, Poland had to pay a fine of over PLN 2.5 billion,
decided by the CJEU. Both countries have also had their access to EU funds restricted,
including the Cohesion Fund [Oreziak, 2025b].

MFF for 20282034 — the Commission’s proposal

In July 2025, the European Commission presented the draft MFF for 2028—
2034. To support the Union’s priorities in this period whilst meeting its repayment
obligations under NextGenerationEU, the Commission proposed for the MFF
2028-2034 a total spending ceiling of EUR 1.8 trillion (in 2025 constant prices)
equal to 1.26% of EU GNI [European Commission, 2025a].

The president of the European Commission, Ursula von der Leyen, pointed
out that it is the largest budget proposed to date. The current budget, with its
52 programmes, presents too much complexity for businesses and local governments
that rely on EU funding. Therefore, the Commission proposed National and Regional
Partnership Plans (NRPPs). This is the first pillar of the new budget. It combines
funding for cohesion, agriculture, rural development, fisheries, social affairs, migration
and others into a single, coherent plan. This will allow each country and region
to design reforms and investments as a whole. The second pillar of the new budget is
the Competitiveness Fund. It is a powerful tool for investing in strategic technologies
needed by the economy of the future. Therefore, it is closely linked to Horizon Europe,
the size of which would be doubled. The third pillaris Global Europe. Funding for this
purpose would increase by 75% compared to the current MFFE This will strengthen
EU cooperation with third countries through new agreements, including those aimed
atincreasing energy security for member states and improving access to raw materials.
Financial support for Ukraine is also crucial here [ European Commission, 2025b].



The EU’s Multiannual Financial Framework for 2028-2034

During the plenary debate held on 12 November 2025 in the European
Parliament on the MFF 2028-2034, it was pointed out, among other things, that
the implementation of the Commission’s proposal to maintain the ‘one national
plan per Member State’ model could result in excessive concentration of power
at the national level and limit the supervisory role of the European Parliament. It
was also noted that the Commission’s proposed spending ceiling of 1.26% of EU
GNI would force cuts to flagship programmes, especially given the upcoming debt
repayment of the NextGenerationEU fund. Parliament called for stronger guarantees
for agricultural and cohesion policies, which it feared would be weakened under
the Commission’s plan [European Parliament, 2025]. To address, even partially,
the concerns expressed by the European Parliament, the European Commission
will need to revise its proposal.

Referring to this criticism from the European Parliament, Buti [2025] pointed
out that rather than protecting outdated programmes, it should push for a larger
EU budget and safeguards to match strategic goals. Hansum [2025] argues that the
Commission’s proposal for NRPPs could offer a fresh start for the EU’s cohesion
policy after 2028.

Asin the past, member states are divided over the EU budget’s funding sources and
spending priorities. The ‘frugal’ states advocate for no increase in overall EU spending,
while the ‘friends of cohesion” want more funds for agriculture and development. It
isimportant that all states agree that defence and competitiveness are key priorities
[Engstrom, 2025].

Conclusions

The debate on the MFF is not just about numbers and budget lines. It is
about the future of Europe. Among the main challenges are strengthening the EU
industry, developing renewable energy to protect energy sovereignty, reducing
regional disparities and ensuring the EU’s protection from digital threats. It is also
about combining environmental protection with creating conditions for economic
development and ensuring the EU’s independence in the field of defence. The
scope of EU budget funding depends primarily on the funds available. Revenue
ultimately determines the scale of EU budget spending. Therefore, it is crucial that
these expenditures reflect the EU’s priorities and the challenges it faces as closely
as possible.
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THE PRINCIPLE OF CONDITIONALITY

OF PAYMENTS FROM THE GENERAL BUDGET
OF THE EUROPEAN UNION: AN ASSESSMENT
IN THE CONTEXT OF THE PROPOSAL FOR
THE 2028-2034 MULTIANNUAL FINANCIAL
FRAMEWORK

As a legal principle, conditionality of payments from the EU general budget
appeared for the first time in the provisions of the Maastricht Treaty. At that time,
it referred to mechanisms of the Multilateral Surveillance Procedure (MSP) for
member states’ economic policies pursued within the framework of the so-called
Broad Economic Policy Guidelines (BESGs) under Article 121 TFEU. At present, the
principle of conditionality has a broader application in EU financial law. In particular,
it is a key arrangement meant to safeguard EU funds against misappropriation or
misuse whenever member states themselves experience backsliding of the rule of
law. The application of the rules of conditionality for payments from the EU general
budget can also be perceived as an expression of EU budget autonomy. Such an
autonomy is considered a desirable feature of a properly functioning EU budget
[Kawecka-Wyrzykowska, 2014a, 2014b].

The Multiannual Financial Framework (MFF) proposal for 2028—2034 provides
for a total amount of commitments of around EUR 2 trillion, i.e. 1.26% of the GNI of
all EU countries. The total allocation for Poland is estimated at over EUR 123 billion.

It should be remembered that the MFF is one large ‘package’ within which the
European Commission sets budget lines for specific, massive public policy objectives
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(in the areas of cohesion, agriculture, migration, strengthening defence resilience,

etc.). From this package, member states receive:

a) cohesion funds, which are allocated according to an algorithm that takes into
account the level of development of regions, unemployment, population size, etc.;

b) payments under the EU’s Common Agricultural Policy (CAP);

¢) payments from pan-European programmes (e.g. Horizon, Erasmus, Digital

Europe), where funds are not ‘allocated’ in advance but are effectively obtained

through competitions/projects;

d) funds from new instruments (e.g. Catalyst Europe fund, defence funds, Social

Climate Fund) — also on terms common to all countries.

It is also worth noting that the EU budgetary allocation for Poland (‘the national
envelope’) refers only to the part of the funds that can be calculated on the basis of
formulas (cohesion, agriculture, climate funds) and not the entire EU budget for
2028-2034. It can be estimated that Poland may receive approximately (less than)
7% of the proposed EU budget for 2028—2034 from the entire EU budget, on the
assumption that the allocation under the National-Regional Partnership Plans,
NRPPs) is the main stream of funds envisaged for Poland. The ‘national envelopes’
do not encompass, in particular, the European Competitiveness Fund and horizontal
and sectoral programmes such as Horizon Europe 20282034, the European Digital
Transformation Plan/Digital Europe or its successor, support instruments for critical
infrastructure, and credit/loan mechanisms.

In fact, the requirement of meeting the rule of law standards is not new with
respect to activities performed under the NRPP as the European Commission is
obliged to apply the provisions of Regulation (EU, Euratom) 2020,/2092 of the
European Parliament and of the Council of 16 December 2020 on a general regime of
conditionality for the protection of the Union budget. The main function of this act is
to protect the financial resources at the disposal of the European Commission (as the
administrator of the EU general budget) from misappropriation or embezzlement —
all possible in dysfunctional legal systems where politically favoured elite may escape
the reliable application of law by public authorities and courts. Nevertheless, a new
feature of the proposed provisions is that in the event the principles of the rule of law
and the EU Charter of Fundamental Rights are found to be violated in a given country,
payments from the EU general budget may be suspended or withheld, while the
member state concerned would still be obliged to pay equivalent funds to beneficiaries
from its own budgetary resources. This situation will imply considerable difficulties
in adjusting the national budget structure to possible suspensions or withholdings
of payments from the EU budget (especially where large amounts are involved).



The Principle of Conditionality of Payments from the General Budget of the European Union...

With regard to conditionality based on programming milestones, it should be
noted that it is logically linked to designing the EU budget expenditure framework
so that payments from the budget would be more closely linked to the functions
of the EU budget, and thus to the objectives pursued at national level (under the
relevant NRPP), which EU budget funding would serve to achieve. Milestones may
therefore now relate not only to the objectives set for the impact of public policies
but also to the procedures for implementing those policies.

This situation could, in itself, be interpreted as strengthening the position of the
European Commission vis-a-vis the member states, but not as increasing its discretion.
The Commission’s decisions in this regard must be based on what the member states
have agreed in their NRPPs; these arrangements will be the benchmarks to which
the European Commission will have to refer; its decisions in this regard will be
subject to judicial review by the CJEU. Whether the European Commission will
obtain greater discretion in authorising member states to spend funds from the EU
budget depends on the outcome of the NRPP negotiations, and more specifically
on what milestones are set within this framework.
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THE CULTURAL DIVERSITY IN THE
EUROPEAN UNION: A COMPETITIVE
ADVANTAGE OR A BARRIER TO
INTERNATIONAL BUSINESS?

Introduction

Contemporary research indicates that organisational culture is a key source
of competitive advantage in the global economy. According to the resource-based
view (RBV), sustainable competitive advantage arises not from access to material
resources but from the effective use of unique, difficult-to-imitate assets embedded
in organisational structures [ Barney, 1991]. Organisational culture meets the VRIN
(an acronym for Valuable, Rare, Imperfectly imitable, Non-substitutable [ Barney,
1991] criteria, as values, norms, and practices form the foundation of competitive
advantage. In international business, firms operate within diverse cultural systems,
which influences adaptability, leadership styles and decision-making.

The PwC [2021] Global Culture Survey, which covers 42 countries, including
some EU members, shows that companies with strong and authentic cultures
achieve higher adaptability, innovation and financial performance, with 81% of
highly adaptable firms identifying culture as a strategic resource. However, cultural
diversity may also become a barrier when organisational culture is incoherent or
inauthentic, as revealed by DEI data. PwC findings indicate discrepancies indeed
exist between leadership and employee perceptions of inclusiveness.

287



Dariusz Mongiato

288

The European Union can be seen as a coherent international organisation
whose members share common values and goals [Barcz, Kawecka-Wyrzykowska,
Michatowska-Gorywoda, 2015]. However, the mere fact of membership in this
integration grouping does not automatically result in the loss of cultural identity,
as shown by the results of the GLOBE project of 2004 [ GLOBE, n.d.], where EU
members were assigned to different cultural clusters.

This chapter hypothesises that cultural diversity in the European Union, reflected
in differences in power distance and uncertainty avoidance, can function both as
a competitive advantage and a barrier to international business, depending on how
effectively organisations manage and integrate these differences into their strategies.

Methodology

To capture cultural differences among EU countries, this study uses data from
the GLOBE project, which covered 62 countries, including 16 EU members. Among
the nine cultural dimensions identified by GLOBE, the following two were selected:
uncertainty avoidance (UA) and power distance (PD), as they best reflect differences
in organisational structures and decision-making. In addition, the analysis focuses
exclusively on GLOBE respondents’ assessments of current cultural practices
(‘as they are’).

Average PD and UA values for the 16 EU countries were calculated and used
as reference points to determine national deviations. These deviations were then
mapped on a two-dimensional matrix, positioning countries within four quadrants
and forming four cultural groups: relational-adaptive (negative UA, positive PD),
hierarchical-procedural (both UA and PD are positive), egalitarian-flexible (both
UA and PD are negative) and procedural-cooperative (positive UA, negative PD).
From a resource-based view perspective, these groups represent distinct strategic
resources that influence international competitive advantage.

The results

Table 1 shows the values of individual deviations from the EU average, and the
results of the mapping of EU countries are shown in Figure 1.

As Figure 1 shows, Poland, Hungary, Greece, Slovenia, Italy, Portugal and
Spain belonged to block A. These relational and adaptive cultures display a higher
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propensity for risk in decision-making and a greater distance to power than the
EU average. From a resource-based view (RBV) perspective, organisations from
these countries possess strategic resources such as flexible processes, independent
employees and strong intra-organisational relationships, enabling rapid response
to change, innovation and effective adaptation. Consequently, they cooperate
more easily with partners from low power-distance and low-procedurality cultures.
However, cooperation with highly hierarchical and formalised organisations is more
challenging, as it requires greater adaptability.

Table 1. Individual deviations of EU countries from the calculated EU average
(PD¥=5.02 and UA*=4.48)

Country Name Uncertainty Avoidance Power Distance
Ireland -0.08 +013
Hungary =127 +0.54
Poland -0.76 +0.08
Greece -099 +0.39
Slovenia -0.60 +0.32
Austria +0.78 -0.06
Netherlands +0.31 -091
Germany (EAST) +0.78 +0.52
Germany (WEST) +0.83 +0.24
Italy -0.60 +041
Portugal -048 +042
Spain -042 +0.50
France +0.05 +0.26
Finland +0.63 -013
Sweden +0.94 -017
Denmark +0.83 -112
Czech Republic +0.05 -143

Source: Author’s own compilation based on GLOBE [n.d.].

Much smaller than block A is quadrant B, consisting only of Germany (both
parts) and France, characterised by higher power distance and greater uncertainty
avoidance than the EU average. Organisations from these countries rely on well-
structured systems, formalised procedures and clear role divisions, ensuring stability,
predictability and operational consistency. These assets are difficult to imitate and, from
an RBV perspective, support sustained competitive advantage. However, cooperation
with partners from lower power-distance and less formalised cultures requires
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greater flexibility and conscious management of cultural differences, as divergent
approaches to decision-making and formalities may lead to misunderstandings and

conflicts in international projects.

Figure 1. Mapped positions of countries in terms of deviations from the EU average
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The remaining six EU members (Austria, the Netherlands, Finland, Sweden,
Denmark and the Czech Republic) represent procedural-cooperative cultures,
characterised by higher uncertainty avoidance and lower power distance than
the EU average. Organisations in these countries operate within established
procedures while maintaining flat hierarchies and a strong focus on cooperation.
Their advantages include procedural clarity, competent employees able to function
effectively in formalised systems, and trust-based relationship networks that are
difficult to imitate and thus constitute a competitive advantage. Firms from this group
can effectively integrate employee knowledge and creativity, strengthening their
international competitiveness. In international business, they cooperate most easily
with partners from countries with similar procedurality and low or moderate power
distance, such as those in quadrant C (egalitarian-flexible cultures). Cooperation
with block A countries is more challenging due to differences in procedural priorities
and authority, which may lead to misunderstandings and project delays.
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In the sample of 16 EU member states examined, countries belonging to quadrant C
(egalitarian-flexible cultures) were not identified, which means that in each country
at least one dimension of culture (UA or PD) was stronger than the EU average.

Conclusions

To sum up, the study confirms that EU countries differ significantly
in organisational culture, as reflected in deviations from the EU average in power
distance and uncertainty avoidance. These differences can serve both as a competitive
advantage and a barrier in international business, depending largely on how
effectively organisations manage them and adapt internal processes to a multicultural
environment.

The analysis also shows that firms from low power-distance and highly procedural
cultures benefit from flat hierarchies, coordination and innovation, while organisations
from more hierarchical and less procedural contexts rely on flexibility, independent
employees and strong internal relationships. Cooperation is easier between culturally
similar partners, while difficulties may arise when differences in the management
style and formalisation of processes are significant. For example, in business projects
involving organisations from Spain (block A) and Denmark (block D), communication
tensions may often arise resulting from differences in the level of formalisation of
decisions and the distance to power.

From the resource-based view perspective, cultural diversity represents a strategic
resource that, when consciously managed, can be transformed into a sustainable
competitive advantage. The research hypothesis is therefore confirmed.
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SELECTED ECONOMIC EFFECTS OF BREXIT
ON THE UNITED KINGDOM

Introduction

Brexit, that is, the withdrawal of the United Kingdom from the European
Union, formalised by the EU-UK Trade and Cooperation Agreement (TCA)
signed on 24 December 2020 and in force since 1 January 2021, has had far-reaching
consequences for the UK economy. The formal end of the transition period meant
leaving the EU single market and the customs union, which translated into tangible
and measurable economic costs, visible, inter alia, in the areas of trade, productivity
and investment. Supporters of leaving the EU argued that the costs associated with
reduced cooperation with the EU would be temporary and would be offset by greater
regulatory autonomy and new trade agreements with third countries. However,
analyses conducted after the end of the transition period point to the persistent and
multi-channel nature of the negative economic effects of Brexit.

Official macroeconomic forecasts prepared by the UK Office for Budget
Responsibility (OBR), developed since 2016 and regularly updated on the basis of
empirical data, identify several key mechanisms through which Brexit affects the
economy. These include lower investment, a decline in trade (especially exports),
weaker integration into global value chains, constraints on factor mobility, and
higher administrative and regulatory costs borne by firms. According to the OBR,
in the long run trade relations based on the TCA are expected to lead to a reduction
in trade volumes of around 15%, a decline in productivity of approximately 4%, and
areduction in the level of GDP of about 4% compared to a counterfactual scenario
in which the United Kingdom remained in the EU [OBR, 2025].
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Trade in goods

The key institutional change following Brexit is the operation of a new EU—
UK trade regime based on the TCA, which eliminates tariffs on goods subject to
compliance with rules of origin, while at the same time introducing non-tariff barriers
such as customs documentation checks, technical and sanitary certifications and
additional logistical procedures. Compared to the pre-Brexit situation, when the
United Kingdom participated in the single market, these changes imply a significant
increase in transaction costs [Kawecka-Wyrzykowska, Ambroziak, 2021].

Trade data confirm a slowdown in goods trade. Between 2019 and 2022, the
value of UK goods trade increased by only around 10%, whereas trade among EU
member states and between the EU and third countries grew by more than 30%
over the same period.

Empirical studies show that in the first years after Brexit UK exports to the EU
declined markedly and in a persistent manner, while the fall in imports was smaller
and largely temporary [ Du, Satoglu, Shepotylo, 2023]. Millard, Nicolae and Nower
[2024] indicate that the key channel of the negative economic impact of Brexit was
the decline in exports, resulting from a reduced number of firms serving the EU
market and weakened competition in the domestic market.

The end of the transition period and the introduction of new regulatory
requirements particularly affected small and medium-sized enterprises. According
to surveys conducted by the UK Office for National Statistics (ONS), in early 2024
around half of exporting firms and nearly two-thirds of importing firms reported
higher costs and operational difficulties directly linked to the new rules governing
trade with the EU [OBR, 2024, p. 39]

Trade in services

Although UK trade in services recovered relatively quickly after the COVID-19
pandemic and by the end of 2023 exceeded its 2019 level by around 12% [OBR,
2024, p. 39], this does not imply an absence of negative Brexit-related effects in this
area. Sectoral analyses by the LSE’s Centre for Economic Performance show that
in services most sensitive to regulatory barriers, exports to the EU fell by 15.8%
compared to other destinations for services trade, and the loss of market share in
the EU was not offset by expansion in non-European markets [ Arnold, Bhalotia,
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Dhingra, 2025]. This confirms the limited ability of the UK economy to substitute
its relationship with the EU single market with alternative trade partners.

New trade agreements

A key element of the Brexit narrative was the claim that reduced cooperation
with the EU would be compensated by new trade agreements with third countries,
enabling the implementation of the ‘Global Britain’ vision [ Cabinet Office, 2021].
The United Kingdom currently has 40 free trade agreements in force covering more
than 70 countries and is negotiating additional agreements [ Department for Business
and Trade, 2025]. In practice, however, the trade agreements concluded after Brexit
have not generated a significant growth impulse for UK trade, and their effects have
proven marginal and spread over time.

For example, the rolled-over trade agreement with Japan is expected to increase
UK GDP by only around 0.1% over a 15-year horizon. Similarly, the new agreement
with Australia is estimated to raise GDP by approximately 0.1% over the same period,
which does not compensate for the losses resulting from reduced access to the EU
single market [ Department for Business and Trade, 2022]. The limited impact of
new trade agreements largely reflects the fact that many of them simply replicate
agreements that the United Kingdom had already benefited from as an EU member
state. Moreover, new trade agreements have not been able to neutralise the costs
arising from increased barriers in EU-UK relations following the entry into force of
the TCA [Kuznar, Menkes, 2023]. These findings confirm that it was the loss of access
to the EU market for UK firms — rather than the absence of new trade agreements
per se — that constituted the main source of the early economic costs of Brexit.

Disruptions to foreign direct investment inflows

Another important channel through which Brexit has affected the UK economy
is foreign direct investment (FDI). Empirical studies consistently point to a negative
impact. Milas, Panagiotidis and Papapanagiotou [2024] show that economic and
geopolitical uncertainty following the referendum and the entry into force of the
TCA significantly weakened FDI inflows, generating losses estimated at around
0.5% of GDP. Broader analyses covering the period 2013—-2023 confirm that post-
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Brexit FDI inflows have been significantly lower than in the counterfactual scenario
[Simionescu, Horobet, Dalu, 2025].

The decline in FDI affects not only the level of capital accumulation, but also
financing conditions, technology transfer and long-term productivity growth.
From the perspective of multinational enterprises, Brexit has increased regulatory
uncertainty and coordination costs, making investment decisions more difficult,
particularly in services sectors [Du, Shepotylo, Yuan, 2025].

Productivity and GDP

GDP remains the key indicator of the long-term economic effects of Brexit.
Millard et al. [2024] show that the increase in trade barriers following the TCA has
led to a significant decline in productivity and output. Their model suggests that
after leaving the single market, UK GDP falls immediately by around 7.5%, and
in the long run stabilises at a level approximately 4—5% lower than in the scenario of
continued EU membership. The decline in productivity is estimated at around 4.5%,
translating into downward pressure on real wages and labour market conditions.

Recent studies further indicate that the economic impact of Brexit is larger than
initially estimated in the immediate post-referendum period. Bloom, Bunn, Mizen,
Smietanka and Thwaites (2025) estimate that by 2025 Brexit may have reduced
UK GDP by 6-8% compared to a counterfactual scenario in which the country
remained in the EU.

Conclusions

By implementing the political outcome of the 2016 referendum, Brexit has
translated into persistent economic costs for the UK economy. While some analyses
pointed to limited negative effects in the short run, more detailed economic research
based on micro- and macro-level data demonstrates that the loss of benefits associated
with participation in the single market and the customs union has reduced the UK’s
growth rate, lowered investment and increased trade costs. Consequently, despite
the ability to pursue an independent trade policy, the economic effects of Brexit
indicate that, in the medium and long term, the costs of this process outweigh the
anticipated benefits of regained regulatory autonomy.
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VAT FRAUD AND THE PROTECTION
OF THE EU’S FINANCIAL INTERESTS

One of the topics of the impressive academic oeuvre of Professor Elzbieta
Kawecka-Wyrzykowska is the issue of financing the European budget. Among the
studies authored by the Professor dedicated to this research area are those focusing
on problems closely aligned with my own research perspective, namely the Value
Added Tax (VAT). Consequently, the choice of the subject matter for this text was,
in a sense, natural.

VAT is a levy of considerable significance for European integration (see Article 113
of the Treaty on the Functioning of the European Union, hereinafter ‘TFEU’) and
is crucial from the perspective of EU budgetary revenues [ Kawecka-Wyrzykowska,
2008]. It constitutes one of the fundamental own resources of the EU budget [see
Article 2(1)(b) of Council Decision (EU, Euratom) 2020,/2053]. A certain paradox
regarding VAT is that, despite its fiscal importance, it is a tax remarkably susceptible
to fraud. According to the VAT Gap in the EU — 2024 Report | European Commission,
2024], in 2022 the compliance gap in revenues from this tax — i.e. the loss incurred
by member states — amounted to approximately EUR 89 billion. The VAT gap is
a measure of the difference between the theoretical revenues (estimated using the
most popular top-down method on the basis of macroeconomic aggregate values)
and the actual VAT proceeds.

Methods for estimating the VAT gap, including the one mentioned above, are
not immune to criticism. A particular objection to the abovementioned approach is
that it fails to account for institutional factors affecting tax collectability, such as
the level of the standard tax rate and the number of preferential rates. Meanwhile,
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in countries with a higher standard VAT rate and an increased number of preferential
rates, a larger tax gap is generally observed. A high number of preferential rates
not only complicates the correct settlement of tax but also encourages the ‘creative’
classification of products or services under a specific category in order to apply
a more beneficial tax rate. Furthermore, factors conducive to the occurrence and
widening of the tax gap include the low efficiency of state authorities and a high
degree of complexity in tax regulations. The applicable principle of taxation in the
country of destination (consumption), as well as the construction of the tax based
on the cooperation of tax administrations, are also significant factors [Baran, 2018].
It turns out, therefore, that the selection of the economic analytical tool influences
the estimated size of the gap. In the case of the dominant ‘top-down’ methodology,
also included in the cited report — which is based on macroeconomic data — the
fundamental problem stems from the estimated nature of the statistical data serving
as the basis for calculation. This method appears to overestimate the size of the tax
gap. Conversely, the ‘bottom-up’ method, based on microeconomic data (e.g. records
of tax proceedings), may not be representative of all taxpayers. The application of
statistical methods (e.g. results of randomly conducted audits initiated without risk
analysis) is insufficient to ensure the objectivity of the estimates. Consequently,
assessing the size of the gap is very difficult [Beldzikowski, 2018].

Notwithstanding the uncertainties over the accuracy of VAT gap measurement,
particularly concerning the share of undesirable tax practices involved — and
specifically carousel fraud (Missing Trader Intra-Community fraud) — there is
no doubt that such phenomena are highly detrimental, having a significant impact on
the level of budgetary revenues under this heading. Combating VAT fraud and abuse
constitutes, therefore, as the Court of Justice has repeatedly indicated, an objective
recognised and encouraged by the VAT Directive [see e.g. Halifax and Others, 2006,
paragraph 71]. In simplified terms, two levels of counteracting pathologies in the
VAT system can be identified. The first, legislative, involves introducing changes
to ‘seal’ the tax structure, of which there have been a whole series in recent years,
both at the level of the VAT Directive and national acts [for a discussion, see e.g.
Brzezinski, Lasifiski-Sulecki, Morawski, 2018]. The second level considered here is
of a juridical nature, related to the practice of applying VAT regulations, involving
primarily the activity of European tax administrations, national courts, and finally
the General Court and the Court of Justice of the EU. In particular, the case-law of
the Court of Justice has emphasised the importance of the common system of value
added tax through the lens of the EU’s financial interests. The normative basis for
rulings in this regard was essentially Article 325 TFEU.



VAT Fraud and the Protection of the EU’s Financial Interests

By way of example, in Aklagaren v Hans Akerberg Fransson [2013], the Court
held that it had jurisdiction to answer a request for a preliminary ruling concerning
the application of criminal law on tax evasion by a member state (Sweden) in the
context of their compatibility with the principle of ne bis in idem set out in Article 50
of the CFR [Charter of Fundamental Rights of the European Union, 2000]. The
case concerned the simultaneous application of administrative sanctions regarding
VAT (i.e., in essence, an administrative financial penalty called a tax surcharge)
and criminal charges for false information provided by the taxpayer regarding VAT.
The Court stated that the measures imposed by state authorities constitutes the
implementation of Articles 2, 250(1) and 273 of the VAT Directive (particularly
regarding the implementation of measures to prevent tax evasion) and Article 325
TFEU (the obligation to counter fraud and any other illegal activities affecting the
financial interests of the Union), and thus an act of implementing Union law within
the meaning of Article 51(1) of the Charter of Fundamental Rights. At the same
time, it was noted that in light of primary EU law, the principle of ne bis in idem
does not preclude a member state from imposing successively, for the same acts of
failure to comply with declaration obligations in the field of VAT, a tax penalty and
a criminal penalty, provided that the first penalty is not criminal in nature. The
Court emphasised that national courts remain free to apply national standards of
protection of fundamental rights, as long as the level of protection provided for by
the Charter, as interpreted by the Court, and the primacy, unity and effectiveness
of EU law are not thereby compromised (see paragraphs 29 et seq.).

In turn, in foo Taricco and Others [2015], the Court reasoned that if the application
of national provisions in the field of limitation periods were to result, in a significant
number of cases, in serious fraud escaping punishment because the offences would
become time-barred before the criminal penalty provided for by law could be imposed
by a final judicial decision, it must be found that — since the measures provided for
by national law to combat fraud or other illegal activities constitute a threat to the
financial interests of the Union — they cannot be considered effective and dissuasive.
This, in turn, is incompatible with Article 325(1) TFEU, Article 2(1), and with
Directive 2006,/112 in conjunction with Article 4(3) TFEU (the principle of sincere
cooperation) (see paragraph 47 et seq.). Subsequently, however, in connection with
doubts raised by the Italian Constitutional Court, the CJEU corrected (mitigated)
its position in this regard in the judgment known as Taricco II [2017].

The ruling stated that Article 325(1) and (2) TFEU must be interpreted as
requiring the national court, in criminal proceedings concerning offences relating
to value added tax, to disapply national provisions on limitation periods falling within
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the scope of substantive national law which prevent the imposition of effective and
dissuasive criminal penalties in a significant number of cases of serious fraud affecting
the financial interests of the European Union, or which provide for shorter limitation
periods for cases of serious fraud affecting those interests than for those affecting
the financial interests of the member state concerned, unless that disapplication
entails a breach of the principle that offences and penalties must be defined by law
because of an uncertainty as to the applicable law or because there was the retroactive
application of legislation imposing conditions of criminal liability stricter than those
in force at the time the offence was committed. As noted, it is for the national court
to ascertain whether the finding that the national provisions (of the Criminal Code)
prevent the imposition of effective and dissuasive criminal penalties in a significant
number of cases of serious fraud affecting the financial interests of the Union leads
to a situation of uncertainty in the Italian legal order as to the determination of
the applicable limitation regime, which would be in breach of the principle that
the applicable law must be precise. If that is indeed the case, the national court is
not obliged to disapply the provisions of the Criminal Code at issue (see in particular
paragraphs 58—62).

It follows from the foregoing that the nexus between the common system of value
added tax and the principle of protecting the EU’s financial interests is multifaceted
and is not limited to a unidirectional relationship, i.e. obliging member states to take
actions minimising the risk of depletion in VAT revenues by combating fraud and
other illegal activities affecting the EU’s financial interests. The deep structure of
the issue in question consists of arrangements regarding the division of competences
between the EU and member states, made through the dialogue of national courts
(in particular constitutional courts) and the Court of Justice. Although a common
standard for the ‘control’ of CJEU judgments has not yet been developed, there seems
to be a common belief that the Court does not possess a monopoly on delineating
the jurisdictional boundaries of EU bodies and member states [for more details, see
Wyrozumska, 2020]. Protecting the EU’s financial interests in the context of the
VAT gap therefore represents the latest iteration of a familiar problem with a long
history, tracing its roots back to the famous Solange ruling of the German Federal
Constitutional Court. Consequently, the relationship between EU law and national
jurisdictions remains an open question and a persistent challenge for European
integration, continuing to drive the dialogue between national courts and the CJEU,
also in the field of VAT.
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THE ROLE OF EUROPEAN INTEGRATION
IN THE EU’S SUSTAINABLE
COMPETITIVENESS

Introduction

The contemporary global economy operates under conditions of escalating
environmental, social and economic challenges, including climate change, the energy
crisis, inflationary pressures and widening social inequalities. These phenomena
increasingly affect the development potential of individual countries and their
competitive positions in the global economy. In this context, European integration
is an important mechanism supporting the member states of the European Union
in transforming their development models towards sustainable competitiveness.

A particularly significant role in this process is played by EU development
strategies, including the European Green Deal and the Fit for 55 package, which
comprehensively combine the objectives of economic growth with environmental
protection and the strengthening of social cohesion [European Commission,
2019, 2023]. These strategies define the long-term development trajectory of the
European Union, integrating the actions of member states around common climate,
energy and development goals. This chapter aims to provide a synthetic analysis
of the role of European integration in shaping the sustainable competitiveness of
EU member states.
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European integration and sustainable competitiveness

The concept of sustainable competitiveness extends the traditional understanding
of competitiveness, which primarily equated it with productivity, the pace of
economic growth and the capacity to improve society’s material welfare. In the new
approach, equal importance is attached to the economic, social and environmental
dimensions, which directly reflects the concept of sustainable development [ Balkyté,
Tvaronaviciené, 2010; Cheba, Bak, Szopik-Depczyniska, 2020]. This implies a departure
from a narrow conception of competitiveness in favour of an approach that accounts
for long-term developmental conditions.

Sustainable competitiveness thus denotes an economy’s ability to achieve lasting
improvements in productivity and social welfare while rationally using natural
resources and limiting negative environmental impacts [Aiginger, Barenthaler-
Sieber, Vogel, 2013; World Economic Forum, 2014]. Understood in this way,
competitiveness is dynamic and long-term, and its attainment requires coherent
political, institutional and economic actions [ Falkowski, 2023].

European integration supports the implementation of this concept by creating
common institutional, legal and financial frameworks that enable the coordination
of public policies among member states. The single market, regulatory harmonisation
and access to EU financial instruments strengthen countries’ capacity to pursue
sustainable development objectives. For many years, the European Union has
remained a global leader in sustainable competitiveness, as evidenced by international
rankings [ SolAbility, 2023; Cambridge Institute for Sustainability Leadership, 2024].

At the same time, the level of competitiveness construed along these lines varies
widely across the EU. The Scandinavian countries achieve the highest values,
whereas the lowest are recorded, among others, in Bulgaria, Romania, Greece,
Hungary and Poland [Falkowski, 2025]. This differentiation results from varying
levels of socioeconomic development, economic structures, resource availability and
approaches to implementing EU development strategies. These disparities pose a key
challenge to the further deepening of European integration.

What an analysis of the pillars of sustainable competitiveness identify as a key
strength of the EU is governance efficiency, understood as the capacity to establish
stable and predictable institutional frameworks conducive to long-term growth
[European Commission, 2023]. At the same time, the most significant weaknesses
concern natural capital and resource efficiency, which are among the key challenges
for the further development of the EU [SolAbility, 2023].
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The European Green Deal as an instrument
for strengthening competitiveness

The European Green Deal is a central element of the EU development strategy,
aimed at achieving climate neutrality by 2050 [European Commission, 2019]. This
strategy assumes a comprehensive green and digital transformation, encompassing,
inter alia, the energy transition, the development of a circular economy and support
for technological innovation. These actions are intended to improve environmental
quality, increase resource-use efficiency and enhance the resilience of member state
economies to external shocks [European Commission, 2019; Cambridge Institute
for Sustainability Leadership, 2020].

The energy transition plays a crucial role in building sustainable competitiveness,
as it entails a gradual shift away from fossil fuels toward renewable and low-emission
energy sources [ Kawecka-Wyrzykowska, 2022]. This process, although it requires
significant investment and structural changes, supports long-term competitiveness
by reducing environmental costs, fostering the development of new economic sectors
and increasing innovation [ European Commission, 2019]. The green transformation
is complemented by the digital transformation, which supports productivity growth,
innovation and social inclusion [ European Commission, 2023].

Analyses indicate a clear positive relationship between the extent of
implementation of the European Green Deal’s assumptions and the level of sustainable
competitiveness among EU member states. The highest levels of sustainable
competitiveness characterise countries that are most advanced in implementing
this strategy, whereas states with a low degree of Green Deal implementation remain
among the outsiders [SolAbility, 2023; Cambridge Institute for Sustainability
Leadership, 2024].

Conclusions

European integration plays a key role in enhancing the sustainable competitiveness
of EU member states by enabling the coordination of actions to integrate economic,
social and environmental objectives. The European Union remains a global leader
in this field; however, what remains a significant challenge is the pronounced variation
in the level of sustainable competitiveness among member states. The European Green
Deal is the primary instrument for strengthening this competitiveness, although the
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effectiveness of its implementation depends on the determination and capacity of
individual countries to implement it [ European Commission, 2019, 2023].

Maintaining and improving the EU’s position amid increasing international
competition requires the continued, consistent implementation of adopted strategies
and the further deepening of European integration in the area of development
policies.
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REASONS FOR THE EU FTAs:
THE EU-MERCOSUR AGREEMENT
IN THE SPOTLIGHT

Free trade agreements (FTAs) are an important tool to reinforce EU’s economic
and geopolitical interests, as well as eliminate security-related risks. They also serve
as a means to promote European values and standards and are a key component of the
EU trade policy [WTO, 2023, p. 36]. The EU is a world leader in terms of number
(more than 40), and coverage (more than 70 economies) of FTAs in place (Figure 1).

In December 2024, the EU concluded its negotiations for a Partnership Agreement
with Mercosur (Argentina, Brazil, Paraguay, Uruguay) — the EMPA. The agreement
remains controversial, with some EU member states, civil society organisations and
farmers opposing it. The aim of this chapter is to present main motivations behind the
EMPA and discuss its potential benefits. It starts with a short overview of motives
for the EU FTAs, followed by a more detailed analysis of the EMPA and conclusions.
The chapter is based mainly on literature review.

Motives for the EU FTAs

Initially, the EEC (later the EU) signed its FTAs mainly with close neighbours
(apart from Mexico and Chile), looking for economic benefits (Table 1). When its
economic and political environment and objectives changed, new reasons for FTAs
emerged [ Kawecka-Wyrzykowska, 2020, p. 16].
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Table 1. Different motives for the EU free trade agreements — examples

P inant
redgm@an Potential benefits Partners
motivation
Economic Better market access (reduced prices, increased EFTA countries
competitiveness of goods, economies of scale,
increased trade volume)
Better external environment for companies, Korea, India, Canada, ASEAN
increased international competitiveness of
GVC-produced goods (elimination of national
regulatory barriers for trade in intermediate
products, technology-intensive products, services
trade etc.; export of EU'’s regulatory approach
Geopolitical | Equal opportunities in competing in markets Mexico, Korea, Singapore, Japan,
Canada
Economic connection with like-minded partners  Korea, Singapore, Japan, Canada
Political and | Increased political stability and security around Georgia, Moldova, Ukraine, Western
strategic EU borders Balkans, developing and emerging
countries

Source: Author’s own compilation based on Kawecka-Wyrzykowska [2020, pp. 11-16], Belka and Kapa [2024, p. 97-98].

In particular, as a result of stagnation in multilateral trade liberalisation (WTO
Doha Round) and changes in production methods (development of global value
chains, GVCs), they evolved into comprehensive FTAs with commitments deepening
the existing WTO provisions (WTO-plus: faster elimination of tariffs and non-tariff
barriers) or extending them to new areas (WTO-extra: competition, IPR, movement
of capital, investment, social matters) [Kawecka-Wyrzykowska, 2020, pp. 12—13]. As
aresult, ‘deep’ (‘new generation’) trade agreements, in addition to liberalisation of
trade in goods, include ‘almost systematically’ (since 2010) provisions on liberalisation
of trade in services and investment, and regulatory issues (competition, e-commerce,
government procurement, protection of IPR and Gls, sustainable development and
closer cooperation) [WTO, 2023, p. 36]. The other reason for the EU FTAs was
a desire to catch up with the US and other countries that had already signed FTAs
with selected countries (Korea and Mexico).

On the other hand, FTAs with neighbouring and nearby countries (Western
Balkans, Georgia, Moldova and Ukraine) were clearly motivated by political and
strategic factors. Promotion of economic development, economic and systemic reforms
as well as EU regulatory mechanisms were aimed at political stabilisation of these
countries and increasing the EU security level. Agreements with developing and
emerging countries were driven by similar rationales but with a focus on different
issues (migration, illegal drugs, labour and human rights, political dialogue, etc.).

313



Marzenna Btaszczuk-Zawita

314

Reasons and benefits for the EU-Mercosur FTA.
Some remarks

There are several reasons for the EMPA. When it comes to economic benefits,
it is expected to boost trade and investment [European Commission, 2025c, p. 1].
European companies are to benefit from a first-mover advantage, resulting from
liberalisation of tariffs and non-tariff barriers. The average rate of the Most-Favoured
Nation (MFN) applied tariffs range from 9% to 12.5% (5.1% in the EU). In all
countries, the total level of tariff protection of agriculture is lower than in the EU
and in most of them (apart from Paraguay) it is also lower than that of industry
(Figure 2). Tariff reduction for industrial goods (including cars, machinery and
pharmaceuticals) seems to be the most important part of tariff liberalisation within
the EMPA. According to estimates, European companies could save over EUR
4 billion worth of duties/year [European Commission, 2025¢].

Figure 2. MFN applied tariffs (simple average ) in the EU and Mercosur countries,

2024 (%)
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m Agricultural = Non-agricultural @ Total

Source: WTO [2025].

The Mercosur market is also relatively protected by burdensome procedures,
technical regulations and standards which differ from international ones. Regulatory
cooperation and simpler customs procedures, combined with better access to public
tenders should also bring benefits. It is estimated the agreement can increase the
EU’s annual exports by up to 39% (EUR 49 billion).
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In general, commercial benefits will be insignificant [CAN, 2025] and distributed
unevenly. While increased exports and profits are predicted for selected industries,
agriculture is expected to suffer losses, despite increased export opportunities (due
to tariff reduction, protection for 344 geographical indications (GIs), more friendly
procedures) and limited access to the EU market for sensitive products (beef, poultry
or sugar) and safeguards. This threat has sparked large-scale protests by farmers
throughout the EU and opposition from several EU countries (France, Poland,
Italy). The safeguards adopted are perceived as vague; they are only temporary and
do not solve structural issues [ CAN, 2025].

Sales of Mercosur food products (meeting lower standards) in the EU market
is also a cause for concern, although the EU’s rigorous food standards and the
‘precautionary principle’ will not be modified [ European Commission, 2025¢, p. 2].

European investors and service providers are expected to take advantage of better
access to the Mercosur market. The EMPA provides for the right of establishment,
non-discriminatory industrial investment, including the development of local
industries to process critical raw materials, and better protection of intellectual
property rights. One closely related motive (economic, but also political and security-
related) is the creation/reconfiguration of European GVCs, securing sources for
critical inputs and raw materials as well as possible diversification of energy sources.
Those opportunities are important because of competitiveness of European GVCs,
growing geopolitical instability and twin transformation (green and digital) [ European
Commission, 2025d].

It is suggested that the EMPA could help fight climate change, including
deforestation and biodiversity loss [European Commission, 2025¢, p. 1], but the
implementation of relevant regulations in Mercosur is challenging and raise concerns.
Possible negative consequences for climate (caused by increased production of beef
and soya for export to the EU) are the most controversial issues under the agreement.
Forest policy of Mercosur countries strongly differs from that of the EU (it supports
the development of agribusiness) and can be harmful for EU’s ambitions for global
climate action. It can also weaken European green legislation |Eckes, Krajewski,
2025]. Concerns about deforestation are not unfounded. Some research indicates
that deforestation increased significantly over the three years after the enactment
of FTAs [Abman, Lundberg, 2020].

As far as non-economic motives are concerned, it is worth mentioning the
‘export’ of EU values and standards (related to human, animal and plant health
and food safety, sustainable development, CSR) and increasing its role in creating
international standards (an element of competition with the US and China). It is
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a signal to the world against growing protectionism. The EMPA is also concluded
to strengthen political and economic ties with like-minded partners and to secure
the EU’s presence in the Mercosur region [European Commission, 2025¢, p. 1].

Conclusions

Motives underlying the EU FTAs have changed over the years and vary depending
on the specific trading partner. FTAs originally had a strong commercial dimension,
but as of 2006, they have shifted in focus to the external environment for EU
companies and increased international competitiveness of GVC-produced goods
(FTAs with key partners). Geopolitical and security motives also gained importance.
Commercial interests matter to a lesser extent and are related to selected sectors.

As might be expected, the motivations behind the EMPA are not strictly
commercial. Benefits from increased exports from the EU are expected only in selected
industrial sectors. For agriculture, it can bring serious losses, especially in the medium
and long term. It appears that in this case, economic motives combined with political
and security-related ones matter the most: securing sources for critical inputs and
raw materials for European GVCs, possible diversification of energy sources, ‘export’
of EU values and standards, strengthening of political and economic ties with like-
minded partners, and securing the EU’s presence in the Mercosur region. However,
the implementation of relevant regulations in Mercosur is still challenging and
raises concerns.
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STRATEGIC AGILITY OF POLISH SMEs IN THE
EU’S TURBULENT MARKET CONDITIONS

The essence of the strategic agility concept

The term strategic agility first appeared in the work by Roth [1996], yet one
of the most influential and frequently cited definitions was proposed by Weber
and Tarba [2014]. According to these authors, strategic agility (SA) constitutes
a managerial capability enabling continuous and rapid sensing of, and response to,
environmental change through the deliberate undertaking of strategic actions and the
consistent adjustment of an organisation’s configuration to effectively capitalise on
emerging circumstances. This definition highlights the extent to which organisational
leadership is expected to exhibit adaptability, creativity and the capacity to anticipate
unexpected shocks occurring both within and beyond the business environment
in which a given entity operates.

Moreover, within this conceptual framework, a key competence of the managerial
team is the ability to respond proactively, swiftly and effectively to disruptions and
threats in order to transform them into opportunities for growth [Tilman, Jacoby,
2019; Denning, 2018; Algahtani, Uslay, 2023].

In subsequent years, the concept of SA was further elaborated by Doz and
Kosonen [2008a, 2008b, 2010]. These authors proposed a formula [ Doz, Kosonen,
2008b, p. 111] expressing the construct as:

Strategic Agility = Environmental Sensitivity % Leadership Unity %
X Resource Fluidity
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After 2012, changes in the concept evolved mainly toward an emphasis on
work performance, scaling practices and the characteristics of leaders who manage
organisational agility.

In the context of research on SMEs, it can be emphasised that the way work is
organised in an agile SME — based on flexibility, speed, the adaptability of processes
and employees, and on practices such as commitment to self-development, continuous
teamwork, constant testing and process adjustment — is particularly useful for
companies operating in dynamic markets and turbulent environments. Examples of
such enterprises include startups, small technology firms, as well as organisations
in the creative and marketing industries, where innovation and an immediate response
to changing trends are essential for achieving success.

SMEs in the Polish economy and the role of support programmes

This year marks the 21* anniversary of Poland’s accession to the European Union,
alongside nine other states (Cyprus, the Czech Republic, Estonia, Lithuania, Latvia,
Malta, Slovakia, Slovenia and Hungary). EU membership has had a substantial
impact on entrepreneurial activity: it enabled domestic enterprises to capitalise on
the opportunities offered by the single market and various support instruments, while
subjecting them to intensified competitive pressures and the regulatory standards
characteristic of more advanced Western European economies. To highlight the
importance of SMEs in the Polish economy, it should be noted that they generate nearly
every second PLN of GDP (45.3%). Since Poland acceded to the European Union,
employment in the enterprise sector has expanded, increasing from approximately
8.2 million in 2004 to nearly 10.3 million in 2022. The average number of employees
within enterprises has also risen, from 5.7 million to 7.1 million. Between 2004
and 2022, the financial situation of such firms improved considerably. The total
revenues of non-financial enterprises increased nominally by a factor of 3.6 (reaching
PLN 7.9 trillion), production by a factor of 3.4 (to PLN 5.8 trillion), and value added by
afactor of 3.3 (to PLN 1.9 trillion). Micro-enterprises recorded the highest profitability
(8.0%), followed by medium-sized (6.3%) and small firms (6.0%) [PARP, 2024].

At the same time, numerous programmes and initiatives available in Poland
for SMEs have played a significant role in this growth. Currently, this support is
primarily targeted at startups and innovative companies (particularly in the areas
of R&D, technology and digitalisation) — through Horizon Europe, incubation
programmes and venture capital funds [NCBR, 2024].
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Strategic agility of Polish SMSs in the turbulent environment
(COVID-19 case)

The European Union market may be subject to significant turbulence in the near
future due to rising geopolitical tensions, destabilisation in the eastern neighbourhood
and rivalry between global superpowers. Threats related to migratory pressure, the
growth of Euroscepticism and the weakening of trust in EU institutions also remain
highly relevant (to name only the most important ones). This situation will also
have a significant impact on the functioning of Polish SMEs within the EU market
in the near future. A potential reference point for EU policy design during periods of
market turbulence may be the lessons learnt from the performance and adaptability
of SMEs during the COVID-19 pandemic.

In an empirical study [Sikora, Baranowska-Prokop, 2025], the relationship
between strategic agility and market performance among Polish and Finnish SMEs
was examined, along with an evaluation of the effects of COVID-19-related restrictions
on their market outcomes. The results are based on a survey conducted among
owners and managers of companies in the Polish and Finnish SME sectors during
the COVID-19-related restrictions. The data were collected using CAWT and CATI
techniques, both administered based on a previously distributed questionnaire. The
first research hypothesis, which proposes a positive relationship between strategic
agility (SA) and firm performance, is based on prior work, including Roberts and
Grover [2012] and others. It also takes into account the findings of earlier original
research based on a sample of Polish SMEs from the ‘pre-COVID-19’ period [Sikora,
Baranowska-Prokop, 2021], which found a positive relationship between SA and
firm performance.

Quite surprisingly, the analysis of the results and correlations obtained in
the presented study did not confirm this hypothesis in the Finnish sample, while
in the Polish sample only very weak (though statistically significant) positive
correlations were identified. At the same time, it should be noted that when other firm
characteristics (size, export involvement, industry and service sectors) were included
in the calculations, the results of the linear regression analyses did not confirm this
hypothesis for Polish SMEs either.

The second hypothesis advanced in this study posits that market disruptions
related to the COVID-19 pandemic had a negative impact on firm performance, and
this hypothesis was fully confirmed.
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Conclusions

The presented findings might have some implications for shaping EU economic
policy during market turbulence | Kawecka-Wyrzykowska, 2020]. The results of the
study, which demonstrated the existence of statistically insignificant relationships
between strategic agility and firm performance metrics during the COVID-19
pandemic for both Polish and Finnish SMEs, may be explained by a series of
protective measures and substantial financial support provided by the governments
of both countries to mitigate the pandemic’s effects [Ambroziak, 2025]. In this
context, strategic agility in SMEs was manifested more in the effective acquisition
and utilisation of these funds during the crisis than in traditional expressions of
strategic agility, such as establishing durable and flexible customer relationships,
implementing modern, flat organisational structures, ensuring rapid information
flow, prioritising human resource management and adopting advanced technologies
while emphasizing education and training. Consequently, taking into account
these observed phenomena and research outcomes, the formulation of EU aid
policies and the conditions for accessing support funds should be approached with
great caution. It is recommended to simplify procedures, make use of training and
introduce instruments that promote the long-term transformation of structures,
as well as ensure efficient monitoring of results, particularly in the context of SME
management in turbulent environments.
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NEW EU INDUSTRIAL POLICY
IN TIMES OF CHANGE.
RECOMMENDATIONS FOR POLAND

Introduction

Industrial policy is often perceived as market intervention that can distort
competition by subsidising selected companies or industries. For this reason, the
Treaty on the Functioning of the EU (TFEU) provides a general ban on state aid that
could adversely affect trade between member states. This is because the creation of
the European single market in 1993 eliminated traditional trade barriers, including
not only customs duties and quantitative restrictions but also physical controls at
the EU’s internal borders as well as technical and fiscal barriers. Consequently, state
aid became the last instrument of government intervention in the market to improve
competitiveness and protect domestic companies against competitors from abroad
[Ambroziak, 2017].

On the one hand, under the TFEU, the European Commission has exclusive
competence to authorise state aid, upholding the principles of competition in the
European single market. This approach was maintained until the recent pandemic and
energy crises, when the Commission significantly relaxed the rules on the admissibility
of state aid, allowing greater support for domestic entrepreneurs in countries with
more abundant budgetary resources [ Ambroziak, 2025a]. On the other hand, it was
not until 1992 that soft provisions concerning industry and improvement of its
competitiveness at the EU level were introduced into the Treaty establishing the
European Community [Kawecka-Wyrzykowska, 2020].
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In light of the current changes related to the need to ensure the competitiveness
of the EU industry in the context of the twin digital and energy transition, the
challenges associated with disrupted supply chains due to the pandemic and the war
in Ukraine [Ambroziak, 2025a; Stefaniak et al., 2025], the aim of this chapter is
to identify changes in the approach of the European Commission to industrial
policy, including legal and financial interventions in the market as part of the new
EU industrial policy.

The concept of the (new) EU industrial policy

The approach taken to date by the EU and its institutions, as well as almost
all EU member states, has been based on the concept of no active industrial policy
at a sectoral level, with the acceptance of horizontal measures. However, we are
currently seeing a shift away from the EU’s reactive, strictly pro-competitive, open
and horizontal industrial policy, towards a proactive approach that considers climate
issues, is partly protectionist and focuses on achieving specific objectives in individual
industries [ Ambroziak, 2025b].

First and foremost, the new industrial policy should be proactive, i.e. ahead
of non-EU partners. This is exemplified by the NextGenerationEU fund, which
supports economies affected by the pandemic. Secondly, the intervention now aims
to address broadly understood pro-development and pro-social aspects related
to climate challenges. Furthermore, while maintaining the open nature of EU
relations with the world, this policy must protect against unfair competition from
non-EU countries and identify key/strategic areas requiring intervention, not just
individual sectors. These changes, especially the last one, are related to the risk of
state failure [ Ambroziak, 2025b].

Coordination as a key instrument of the (new) EU industrial policy

As Kawecka-Wyrzykowska already observed as early as 2020, ‘A broad set of
measures and areas addressed in EU documents under the umbrella of industrial
policy and their implementation, [have] required strong coordination, both at the
EU level..., at the Member States’ level as well as between both levels’ [Kawecka-
Wyrzykowska, 2020, p. 21]. Nowadays, one could argue that coordination, or
cooperation to achieve shared objectives, underpins the EU’s new industrial policy.
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The European Commission uses this instrument to identify key sectors and areas of
intervention, as well as measures taken by EU member states in the field of industry.
These activities result in cooperation platforms between member states, businesses
and experts within the framework of the Industrial Forum, as well as sectoral alliances
and advisory groups, as set out in new sectoral legal acts (ECA, NZIA, CRM and
CMA). Although they are formally only forums for discussion and the exchange of
views, lacking a treaty basis, they are, in reality, creating a new model of institutional
cooperation within the EU. This model is gradually shifting the burden of decision-
making towards the joint management of selected sectors.

Financing the (new) EU industrial policy

Ananalysis of data from 2004 to 2023 indicates arelatively high degree of divergence
in the intensity (RSAIT) and similarity (SAST) in the structure of Industrial State
Aid granted by EU member states [for explanation of both indexes, see Ambroziak,
2021]. While there has been a gradual convergence of state aid in EU member states,
this is insufficient for joint action to reach common goals concerning twin transition
and against what is often unfair competition from outside the EU (Figure 1).

Unfortunately, as a rule, financing new initiatives under the new EU’s industrial
policy has not changed; the majority of funds constitute state aid granted by EU
member states, regardless of their source (both European and domestic). Therefore,
the new policy marks a shift away from an individual approach, even though most
of the funds are still of this nature, towards a coordinated group approach. At the
same time, it is difficult to consider the current approach as strictly sectoral (in the
sense of the 1970s); perhaps ‘mission-oriented’ or ‘targeted’ would be better terms.

Despite the proposals set out in the Letta [2024] and Draghi [2024] reports,
public aid remains the primary source of support, albeit with a slightly different,
multilateral dimension. A recently renewed concept is that of Important Projects
of Common European Interest (IPCEIs). One of the criteria for launching these
projects is participation by at least four EU member states alongside companies,
which is intended to limit the risk of a negative impact on competition in the Single
European Market. While this solution could strengthen synergies between the
countries and entities involved, it is still based on national financing and could increase
the disparity in participation. This could lead to further cohesion gaps within the
EU, particularly for countries that are forced to implement costly decarbonisation
measures [ Kawecka-Wyrzykowska, 2025].
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Figure 1. Convergence in the intensity and structure of Industrial State Aid in the EU
member states in 2000 and 2023
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Note: Min and Max represent the minimum and maximum values, respectively, as recorded by EU member states.

Source: Author’s own compilation based on European Commission [2025].

Conclusions (for Poland)

The development of new solutions in the field of industrial policy, in terms of both
building coordinated actions and managing financial resources, poses a significant
challenge for Poland. Firstly, national industrial policy objectives should be identified
within the broader framework of economic policy. Secondly, cooperation between
economic entities and public administration must be encouraged, despite the current
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reluctance due to concerns about corruption. Thirdly, securing funding for pan-
European projects (e.g. IPCEI) would probably require curbing Poland’s current
fragmented approach to supporting entrepreneurs.
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BETWEEN NUMBERS AND
INSTITUTIONS: PROFESSOR ELZBIETA
KAWECKA-WYRZYKOWSKA

AND THE ECONOMICS OF EUROPEAN
RESPONSIBILITY

The scholarly contribution of Professor Elzbieta Kawecka-Wyrzykowska occupies
asingular and enduring place in Polish economic reflection on European integration.
Itis distinguished by a sustained and methodologically disciplined effort to understand
how the European Union functions as a system of fiscal rules, legal commitments and
developmental priorities, and how this system reshapes the economic trajectory of
its member states, all without resorting to abstract theorising detached from policy
realities or short-term commentary driven by political cycles. Her works consistently
demonstrate that European integration is not a single political act that can be
evaluated once and for all but a long-term process unfolding through institutions,
budgets and obligations extending over decades.

A defining characteristic of Professor Elzbieta Kawecka-Wyrzykowska’s scholarly
work is its exceptional respect for empirical discipline and conceptual restraint. The
Professor has invariably resisted the temptation to frame EU membership in binary
terms of benefits versus costs or winners versus losers. Instead, she reconstructs the
underlying mechanisms through which European resources are raised, allocated and
constrained, revealing the often-overlooked architecture of contributions, rebates,
co-financing rules, own resources and conditionality. In her analyses, European funds
are never treated as abstract transfers detached from domestic realities; they are
embedded in legal frameworks, administrative capacities and political responsibility.
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This approach restores to public debate a crucial but frequently neglected dimension:
the practical obligations — budgetary, regulatory and administrative — that accompany
EU integration [ Kawecka-Wyrzykowska, 2023b].

Equally important is the Professor’s insistence on a long-term analytical horizon.
Poland’s relationship with the European budget is never portrayed as static, self-
evident or guaranteed but as a sequence of evolving stages marked by access hurdles,
income convergence, institutional learning and emerging constraints. This temporal
perspective allows Professor Elzbieta Kawecka-Wyrzykowska to show that the same
policy instruments — cohesion funding, agricultural support, recovery mechanisms
or climate-related transfers — can assume very different meanings depending on
a country’s development status and its ability to absorb, govern and strategically
deploy resources. What appears as a powerful engine of convergence in one phase
may later require reform, recalibration or replacement. Such an approach discourages
complacency and underscores the fundamentally dynamic nature of European
integration [Kawecka-Wyrzykowska, 2023a].

Another recurring and particularly influential theme in the works of Professor
Kawecka-Wyrzykowska is the inseparability of economic outcomes from legal and
institutional order. She consistently demonstrates that access to European resources
depends not only on formal eligibility or negotiated allocations but also on sustained
compliance with common rules and shared legal standards. Financial flows are
embedded in a legal system, and when this system is weakened or contested, the
economic consequences materialise with notable precision. This insight has been
especially important in the Polish context, where discussions of sovereignty have
often been conducted in isolation from their fiscal and budgetary implications. By
linking institutional credibility with quantifiable financial effects, her work advances
a more mature understanding of sovereignty as responsibility rather than privilege
[Kawecka-Wyrzykowska, 2022].

In recent years, this analytical framework has been applied to one of the most
demanding challenges confronting both Poland and the European Union: the energy
transition. Here again, Professor Elzbieta Kawecka-Wyrzykowska avoids both
alarmist rhetoric and complacent postponement. She neither underestimates the scale
and cost of transformation nor accepts the notion that delaying action constitutes
a rational economic strategy. Instead, she reframes the debate by demonstrating
that the true choice lies between a managed transition, supported by European
instruments and coordinated public policy, and an unplanned adjustment driven by
rising costs, regulatory pressure, loss of competitiveness and deteriorating energy
security. In this perspective, climate policy ceases to be an external constraint and
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becomes a test of strategic governance and long-term economic rationality [Kawecka-
Wyrzykowska, 2022, 2025].

A further strength of Professor Elzbieta Kawecka-Wyrzykowska’s contribution
builds on her ability to bridge academic analysis and policy relevance without
sacrificing scholarly rigour. Her work is firmly rooted in official data, legal acts and
budgetary documents, yet it never reduces economic inquiry to technical reporting.
Instead, she consistently interprets figures and institutional arrangements in light of
broader development strategies, distributional consequences and long-term incentives.
This capacity to connect technical detail with structural interpretation has made her
analyses particularly valuable not only to researchers, but also to public institutions,
advisory bodies and successive generations of students seeking to understand the
real mechanics of European integration beyond declarative politics [Kawecka-
Wyrzykowska, 2021, 2023a].

What ultimately unites these analytical strands is a coherent vision of the
European Union as a community of shared risks and shared commitments. Professor
Elzbieta Kawecka-Wyrzykowska’s scholarly quest rejects the reduction of membership
to simple accounting balances, yet it never abandons accounting discipline. Numbers
matter — but only when interpreted within institutional frameworks, legal rules and
collective objectives [ Kawecka-Wyrzykowska, 2021]. This balanced stance explains
the enduring relevance of her scholarship across audiences: economists value its
methodological rigour, policymakers appreciate its realism, and students benefit
from its clarity, restraint and intellectual honesty.

Beyond their substantive contribution, her works also reflect an intellectual
ethos that has become increasingly rare. There is no pursuit of easy conclusions,
no rhetorical excess and no instrumentalisation of scholarship for short-term
polemics. Instead, there is patience, precision and a profound respect for complexity.
In a field often polarised between technocratic simplification and ideological
confrontation, Professor Kawecka-Wyrzykowska has consistently shown that
serious engagement with European integration requires both analytical discipline
and normative responsibility.

Taken together, her works constitute more than an interpretation of Poland’s
position within the European Union. They are an invitation to think about integration
as a continuous exercise in accountability — financial, institutional and political.
At a time when the European project is facing unprecedented internal and external
pressures, such a perspective is not only academically valuable but also intellectually
and civically indispensable.
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