Project no: 29038

Project Acronym: CBCED

Project title: CHALLENGES AND PROSPECTS OF CROSS BORDER CO-
OPERATION IN THE CONTEXT OF EU ENLARGEMENT

Instrument: Sixth Framework Programme Priority 7-Citizens and
Governance in a Knowledge Based S ociety

Thematic Priority: Specific Targeted Research or Innovation Project

Deliverable 11: Regional Summary Report-Bia a Podla  ska, Poland

Partner responsible: Academy of Management, Poland
(Anna Rogut, Bogdan Piasecki, Rafal Zuromski)

Due date of deliverable: 29.02.2008
Actual submission date: 10.04.2008

Start date of project: 01.03.2006 Duration: 30 months

Project coordinator name: Prof. David SMALLBONE
Project coordinator organisation:Small Business Research Centre (SBRC),
Kingston University
Kingston Hill
Kingston-upon-Thames
Surrey KT2 7LB, UK

Project co-funded by the European Commission within the Sixth Framework
Programme (2002-2006)

Dissemination Level

PU Public X
PP Restricted to other programme participants (including the Commission Services)
RE Restricted to a group specified by the consortium (including the Commission

co Confidential, only for members of the consortium (including the Commission
Services)




Contents

IO 1 0T [ o 1 o o PP PPPPPPRURPPRRPRR 1
2. Profile of the Cross Border REQION ........ccc.. cooreiiiiiiiieiiee e 3
2.1. Economic Development: Characteristics and Key ISSUes ..............ccccvvveeeee. 3
2.2. Entrepreneurship DeVeIOPMENT..........uuuuiiiiiiiiiiiiiiieiee e 6
2.3. Social, Cultural and Historical Perspectives ...........ccccvvvvevieviiiiiiiiieee e 7
2.4. Policy Environment for Entrepreneurship and CBC...............coooiiiiiiiiiiinnnne. 8
2.5. Potential for FUIUIE CBC .......cooiiii i e e 13
3. Institutional Cross Border Co-0peration........  .oooooevoiiiiiiiiiiiieiie e 15
3.1. Nature and Extent of Current Institutional CBC.............coovviiiiiiiiiiiieeeeeeee, 15
3.1.1. Co-operation between administrative authorities..............ccccceeeeeeeeee... 16
3.1.2. Co-operation between organizations of entrepreneurs and other regional
INSTEULIONS ...t e e e e e e e ettt e e e e teeaeaaaeeeeas 18
3.2. Enabling Factors for CBC.........cccoiiiiiii e 19
3.3. Constraining Factors for CBC............oovviiiiiiicicie e 20
3.4. Examples of Positive Experiences of CBC.........c.ccccoviiiiiiiiiiiiiiiiicce e, 22
3.5. Examples of Negative Experiences of CBC ...........cccoovviviiiiiiiiiiiiiie e, 22
3.6. Evidence of Cross Border CIUSLEIS ........cuuiiiiiiiiiiiieieiieeeeeeeeeivee e 23
3.7. Enlargement-Related Effects on Institutional CBC ..............c.ccccceiiieiieeeeeenn. 24
3.8. Policies for Institutional and Enterprise CBC...........ccoooiiiiiiiiiiiiiieie e, 24
3.8.1. BUQ EUIrOregIiON .....cooiiiiiii ettt 24
3.8.2. TRIC PrOgramMIMe. ....ceiiiiiiiieee et e e e e 25
3.8.3. The Neighbourhood Programme Poland-Belarus-Ukraine, INTERREG
HA/TACIS CBC 2004-20086.........ccceeeeeeeeieeeeccriiininteeeeeeeeeeeeaaeaaeaeaeaaeaeeansannns 25
4. Enterprise Cross-Border CO-0peration ...........  .ooevveeeeireiiiiinee e 26
4.1. Types of Current CBC Identified..............ccuuuiiiiiiiiiiiiiiieeeee s 26
4.2. Characteristics of enterprises involved in CBC, including foreign partners 28
4.2.1. Basic Characteristics (Size, OWNership). ........ccccceeeeiiiniiniiiiiiiiiiieeee 28
4.2.2. TYPES OF @CHIVILY...coeiiiiiiei i 28
4.2.3. FOrEIgN PArNEIS .....ceuveuiiieei e e e eeee et e e e e e e e e e e e e e e e e aaeaeas 29
4.2.4. The role of cross-border co-operation ..............cccovvviviiiiiiiiiiiiie e, 29
4.3. Evidence of Change in CBC OVer tiMe..........ccooviiiiiiiiiiiiiciieee e 29
4.4. Costs and Benefits of CBC to ENterprises...........oovvvvvivviiiiiieiieeeeeeeeeeeeeiiinns 31
441 BENETIS cooiiiiiiiiiiie e ———————————— 31
B4, 2. COSES ..ttt et er e 32
4.5. Positive and Negative Lessons from CBC.............oooovviiiiiiiiiieeeeeeeeeeeeeiiin, 32
4.6. The Role of Trust in Enterprise-Based CBC...............cvvviiiieieeeeeeeeeeieeiiin, 33
4.7. Enlargement-Related effectS...........uiiiiiiiiii e 35
4.8. Use of External Assistance and Participation in Public Policy Programmes36
4.8.1. IN GENEIAL ..ot 36
4.8.2. In1elation 10 CBC .....vuiiiiiice e e 37
4.9. Policy iSSUes identified ...........oooiiiiiiiii e 37



5. Informal and Household-Based CBC...............  coooiiiiiiiiiiiiiiieiieeeereeee e 38
5.1. Characteristics and Types of Informal and Household-Based CBC

[To 1= 111 1T=T o F P PPPRRPR 38
5.2. Background and characteristics of participants, including foreign partners 40
5.3. Enabling and Constraining FOICES ...........uuuiiiiiiiieeeeeeeeeeeeree e 41
5.3.1. ENADLIING FOICES ....ccoiiieeeiicie et 41
5.3.2. CONSraiNiNg FOICES ......ovuiuiiiiiieee et 41
5.4. Evidence of Change over Time, including Current Trends and Future
e (0] 1= o 1P 42
5.5. ThE ROIE Of TIUSE.....ciiiiiiiii e 43
5.6. Enlargement-related effects ..............ueeiiiiiiiiiiiiii e 44
5.7. Policy ISsues Identified...........cccuuumiiiiiiiiieee e 45
L O 0] T3 1101 (0] 1 46
6.1. Overall Assessment of CBC in ReJION........ccooiiiiiiiiiiiiiiiieeee a7
6.2. CBC: Enlargement Related Issues Emerging ...........ccoeeviiiiiciiiiiiiininenee. a7
6.3. Co-operation and Clustering Related ISSUES.............coooiiiiiiiiiiiiiiiiiiieeeee, 48
6.4. Identity and Perception-Related ISSUES............ccooeeiiiiiiiiiiiiiiiceeee 49
6.5. Trust- and Learning Related Issues EMerging ...........cooooeveiiieiieiiiiinninnnee. 50
6.6. Policy and Governance Related ISSUES...........cooeiieiiiiiiiiiiiiiiiieeee 51
6.7. Future Prospects for CBC. .........cooiiiiiiiieeiiee e 51
7 REIEIBNCES ... et et a e as 52
7.1, LILErature FEVIEW .. ...ceei i i ittt ettt e e e e e e e e e e e e e e s e as s s nnnaeeeees 52
7.2. List of other relevant WebSItesS ............uuviiiiiiiiiiiiii e 54
7.3. List Of Organizations ...........cooiiiiiiiiiie e 55



1.Introduction

The CBCED project is investigating the challenges and prospects for cross border
co-operation (CBC) for entrepreneurs in border areas affected by EU enlargement.
The project seeks to identify sources of threat and opportunity for entrepreneurship
in a broadly based selection of different types of border region, together with the
types of policy response required at the EU, national and regional levels to influence
these. Following a review of the existing evidence base and of relevant theoretical
literature, the methodology employed involves a combination of secondary data and

primary, empirical investigation in the case study border regions listed below.

The document represents Deliverable 11 of the CBCED project. It contains the
regional summary report for the Biala Podlaska case study region, which is one of 12
regions included in the CBCED project for detailed empirical investigation. These

case study regions are:

Imatra and Tornio in Finland

Gorlitz and Hochfranken in Germany
Biala Podlaska and Zgorzelec in Poland
Florina and Serres in Greece
Kyustendil and Petrich in Bulgaria

Ida-Viru and the South East region in Estonia

The purpose of the regional summary reports is to present a summary of the main
results from each of the case study regions, in which empirical investigation has
been undertaken. The regional summary reports are intended to complement the

papers (Deliverables 12-16) related to each of the substantive work packages.

The content of each regional summary report follows a broadly harmonised

framework. Following this introduction, subsequent sections are:

Section 2, which provides a profile of the case study region in terms of economic

development; entrepreneurship; social, cultural and historical perspectives; the



policy environment for entrepreneurship development and cross border co-

operation; and an assessment of the future potential for CBC.

Section 3, which summarises cross border co-operation involving institutions,
paying attention to enabling and constraining influences; examples of positive
and negative experience of institutional CBC in the region; evidence of cross-
border clusters, if any; an assessment of any enlargement related effects on
institutional cross-border co-operation; and policies for institutional and
enterprise based CBC. This section is based mainly on the findings of interviews

with key informants and business support organisations in the region.

Section 4 is concerned with cross-border co-operation, involving enterprises.
Specific topics covered include: the types of CBC that enterprises are currently
involved in; characteristics of enterprises involved in CBC, including foreign
partners; evidence of change in CBC over time; the costs and benefits of CBC to
enterprises; positive and negative lessons from CBC,; the role of trust in
enterprise-based CBC; enlargement-related effects (if any); use of external
assistance and participation in public policy programmes; and policy issues
identified. This section is based on interviews with entrepreneurs and/or senior

managers of enterprises

Section 5 is concerned with informal and household-based cross border co-
operation. Specific topics covered include the characteristics and types of
informal and household-based CBC identified; the background and
characteristics of participants in this type of activity; enabling and constraining
forces; evidence of change over time, including current trends and future

prospects; the role of trust; any enlargement-related effects; and policy issues.

Section 6 contains a summary of the main conclusions. Following an overall
Assessment of CBC in the region, the section summarises findings in the region
in relation to each of the main substantive topics featured in the project. These
are enlargement-related issues; clustering-related issues; identity and
perception-related issues; trust-related issues; and policy issues. The section
ends with a summary assessment of future prospects for CBC in the region.
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2. Profile of the Cross Border Region

The Bia a Podlaska County (together with the Bia a Podlaska city) is situated in the
central eastern part of Poland and directly borders Belarus (
Figure 2-1).

Figure 2-1: Polish case study regions: Zgorzelec and Bia a Podlaska

2.1. Economic Development: Characteristics and Key Issues

Bia a Podlaska is one of poorest counties in the Lublin Province and indeed one of

the poorest in Poland.

From 1975 to 1999 the capital city of the county, Bia a Podlaska, fulfilled the function
of capital city of the former Biaa Podlaska Province, which gave a strong
developmental impulse to the city. In this period the population almost doubled, new
housing estates came into being, technical infrastructure was extended, and the
communication system was modernized. After the administrative reform (1999), the
former Biaa Podlaska Province became part of the present Lublin Province, and
now Bia a Podlaska fulfils a supportive and supplementary function for Lublin (the
present capital city of the province). The remaining municipal centres (Terespol,
Mi dzyrzec Podlaski) are low ranking, which seriously limits the possibility of

development of entrepreneurship and labour market as well as growth of social



activity. Moreover, as a result of the bankruptcy of major plants, they are now mainly
focused on basic administrative and educational functions:

“Here in Biaa Podlaska a new quality is being developed: not entrepreneurship but an academic

base. The number of students is quite high. Schools developed their potential.” (MR) “

»1he biggest employers in the city of Bia a Podlaska are the hospital and the education sector.” (MB)

Bia a Podlaska is a typically agricultural county, in which people living in rural areas
comprise nearly 80% of the whole population. Agriculture also is the basis of the
county's economy, giving employment to over 60% of working people.

Agricultural production gave rise to the food and meat processing industry. Other
developing sectors in the county are: wood (mainly construction carpentry and
furniture), metal, production of building materials, clothes and transportation. The
majority of non-agricultural business activity is focused in the Bia a Podlaska city.
Construction is another important sector in the Bia a Podlaska County. With regard

to this industry concentration it is worth mentioning Mi dzyrzec Podlaski.

For the purpose of the development of entrepreneurship and improving the
investment attractiveness of the county a Duty Free Area in Ma aszewicze was
created. However, so far, it is mainly branches of large Polish companies that are
based there. Simultaneously, in the region of Brest, on the other side of the border, a
Free Economic Zone was established, creating exceptionally beneficial conditions for
foreign investments. On the one hand, it is a competitive situation for the Bia a
Podlaska County, but on the other hand it encourages Polish businessmen to set up
their companies in this area as it enables them to enter, on favourable conditions,
the huge markets of Belarus and Russia. The most attractive factor there is equal
taxation for entrepreneurs based there as well as the time of business registration:
“There is a fully centralized system there [in Belarus], but they have the Brest FEZ and there are
Polish companies there which have succeeded. If one is reliable, it is much faster to negotiate
agreements and get certain things. | know a company from the whereabouts of Pozna producing
floor panels which moved to the FEZ within two weeks. There are no civilizational barriers between us
— there is no difference in labour costs for entrepreneurs who settled there.” (KI)

Despite the advantageous conditions (border location with the important

transcontinental communication routes, cheap development areas, including a



military airport of over 600 hectares etc.), the investment potential of the county is
still not exploited:

“The route from Germany to Bia a Podlaska is about 700 km, taking into account our roads. The fact
that we do not have proper roads, airports, or hotel infrastructure, discourages not only investors, but
generally discourages people from coming here and hampers contacts. Another problem is that local

businessmen do not speak foreign languages and lack the ability to negotiate at the European level.”
(TL)

“Investment attractiveness of the city is in the dormant phase. | mean our airfield. This is a military

airfield with a huge investment potential which is still not used.” (MB)

The low level of activities aimed at attracting investors and the poor social and
economic infrastructure have hampered foreign investment so far (there are only a
few agencies of foreign shipping companies close to the border):

»The attractiveness of the county for investors is null: the inhabitants are very poor, so nobody will

come here. There is uncertainty as to how the border will look like in our commune. There are
supermarkets in Bia a Podlaska. There is land but who will come here?” (KI)

“Land for development is still cheap, but it lacks infrastructure and an environment which would make

it attractive. It is often undeveloped with poor utilities, water-supply, and sewage system.” (AM)

The Bia a Podlaska County has approximately 113 975 inhabitants. However, over
the past years there have occurred changes in the demographic structure of the
population. The rate of people below 19 years of age is systematically falling and the
number of people over 65 years of age is growing. It causes then a fall in the supply
of labour, which is exacerbated by the large emigration of people aged 20-59. The
poorly educated population is another problem. Almost half of inhabitants have
elementary or even incomplete elementary education. Only 5% of the total

population have higher education.

The Bia a Podlaska County has a poor level of innovative activity. The research and
development sector in the region struggles with many problems related to a low level
of financing, bad structure of R&D spending, insufficient scientific and research
equipment (a high degree of wear and tear of the existing equipment), and lack of

developed knowledge and knowledge transfer infrastructure and commercialization.



Most financial resources come from the state budget, and not from the private

sector.
2.2. Entrepreneurship Development

The Bia a Podlaska economy is dominated by by micro-businesses, mainly operating

in the trade, transport and construction sectors:

“This is a quite dynamic environment. We register a few thousand business entities per year. There
are quite many dissolved entities as well but the balance is positive. This refers particularly to all
services connected with the border but also to services provided to the inhabitants and the southern
microregion of Podlasie. Bia a Podlaska is the centre which influences its surroundings within at least
50 kilometres. We have two big colleges, two affiliated branches, with 10 000 students. There are also
transport companies closer to the border, which specialize in the mass carriage of goods. There are
also construction companies — especially in the field of road construction as well as many small
traders and small shops due to the closeness of the border and services provided for visitors from
abroad”. (AC)

European integration has had a mixed impact on entrepreneurship in the county. On
the one hand, the market has expanded. On the other, it is difficult for some
enterprises to meet new regulations and standards. Investment in infrastructure —
supported by EU funding — has been unequivocally beneficial for local businesses.
Entrepreneurship and business activity of the inhabitants is mainly focused in the city
of Bia a Podlaska. Outside the city of Bia a Podlaska, the level of entrepreneurship is
very low. This results from a lack of local market demand for goods and services as
well as from the social situation of the county inhabitants, which does not encourage
them to develop entrepreneurial attitudes:

“Apart from Bia a Podlaska, things are getting worse. Last year most big enterprises closed down
here and there are very few of them outside of Bia a Podlaska. There are mainly shops in the places
we live... Of course, some people have excessive expectations, and some do not — they are

enterprising but are afraid to take any actions i.e. set up their own firms as they do not know how to

do it. It is too complicated and too expensive for them.” (AM)

.The level of entrepreneurship is insufficient. Entrepreneurship will develop if there is demand for
services and delivery of goods. The buying power of the population is the barrier as generally people
earn litle money and that is why it cannot be a driving force for the development of other activity.”
(Js)



Rural areas are also characterized by a lack of big enterprises. The only forms of

entrepreneurship are shops.
2.3. Social, Cultural and Historical Perspectives

The border between Poland and Belarus was established after World War Il by the
Yalta treaty, according to which part of the territory earlier belonging to Poland was

given to Belarus and incorporated into the Soviet Union.

These historical events, which happened over 60 years ago as well as other
centuries-old economic and cultural connections of people inhabiting the area of
today's Belarus and Eastern Poland have important and multiple consequences for
the present state of relations between Poland and Belarus. Over the past 15 years
these relations have been additionally complicated by far reaching differences
between the present Polish and Belarusian political and economic systems as well
as the integration of Poland with the EU. For example, after the disintegration of the
Soviet Union and after gaining independence by Belarus, there was a border created
between Belarus and Poland. Neither Belarusians nor Polish citizens used to need
visas to cross it. This lack of visa requirements created unusually advantageous
conditions for communication and migration of people, and also partly for trade
exchange between regions lying on either side of the border, although lack of
developed infrastructure as well as different bureaucratic regulations made this
exchange difficult. After Poland's accession to the European Union in 2004, the
Polish-Belarusian border became the external border of the European Union (a hard
border). However, even before that, as of the 1% of October, 2003, visas were
introduced for citizens of Poland and Belarus, due to EU requirements. The
introduction of visas created significant difficulties for trade, as well as tourist and

cultural exchange between Poland and Belarus.

There are a lot of cultural similarities between Poland and Belarus. The area of the
Bia a Podlaska and Brest counties was formerly inhabited by Slavs. Eastern Slavic
communication routes between the East and West traversed their land. Brest,
situated on the eastern bank of the Bug River was a hub where eastern Slavic
people came into contact with western Slavs as well as people from Western Europe

and Baltic lands. The area around Brest came to be known as the Brest Land. On
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the western bank of the Bug River another settlement called Bia a Podlaska was
created. It was closely linked to Brest in terms of ethnicity, culture and economy.
Bia a Podlaska was another place of direct contacts between eastern and western
Slavs. For many ages both of these cities belonged to Poland. After the third partition
of Poland (at the end of the 18th century), Brest was incorporated into the Russian
empire, being given the status of county capital. It found itself inside Polish borders

again in 1921, getting the status of the capital city of the Polesie Province.

This long common history means that between the Biaa Podlaska and Brest
counties intensive cultural co-operation has been going on for many years, also due
to the considerable Polish minority residing in the Brest County. In the national
census of inhabitants conducted in 2002, 47 640 Polish citizens declared Belarusian
nationality, the largest group being in the Podlasie Province — 46 041. Belarusians
are the most numerous ethnic minority in the Biaa Podlaska County (36 people),
ahead of Ukrainians (18 people) and Romani (16 people). The historically
conditioned presence of Belarusians in Polish eastern territories gave rise to the
chach acki language, which is a mixture of the Bia ystok dialect and northern dialects
of the Ukrainian language spoken in present-day eastern Poland (mainly in

Podlasie).

Family connections between people living on either side of the border give rise to
frequent mutual visits, and also provide an opportunity to initiate trade contacts and
promote cross-border co-operation. What is more, the Polish Government approved
a draft of the Act on the Polish Card (2007) giving privileges to Poles living in the
former USSR states. Obtaining a Polish Card gives one the right to education in
Poland and exempts people from fees for issuing a long-term visa for multiple

entering Poland.

2.4. Policy Environment for Entrepreneurshipand CB  C

The administrative structure of the region is in line with the rest of Poland. Important
organizations include the territorial (regional) council, the Province Office, counties
and communes.

The county administrative bodies co-operate with:
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The Agency of Local Development (a branch of the Lublin Foundation for
Development). It operates in the region through a network of local institutions
created together with the local authorities of cities, communes, counties, and
non-governmental organizations, which together form *“a network for
entrepreneurship development”. This network consists of Agencies of Local
Development (ALD) as branches of the Lublin Foundation for Development.
One of these branches is based in Biaa Podlaska. The main goals of the
Agency are to support local enterprises, people starting business activity, and
actions undertaken for the benefit of the unemployed; to create a favourable
environment for the development of local entrepreneurship; to promote services
provided by the Biaa Podlaska branch of the Lublin Foundation for
Development; and to promote the Bia a Podlaska County. The ALD provides
services in the area of the Bia a Podlaska County, and the Radzy County. The
Agency's activities are focused in the city of Bia a Podlaska. The main types of
services provided by the ALD are: information, training and financial services
(preferential loans and loan guarantees for companies).

The Bia a Podlaska Association of Regional Development. The main objective
of the Agency is to carry out cross-border co-operation projects aiming at
supporting entrepreneurship, the development of tourism, as well as activating
the labour market. An example of a cross-border entrepreneurship support
project is “Development of business cross-border co-operation in the Brest and
Bia a Podlaska Counties”. An example of a tourism development project is
“Improvement of access to tourist values of the northern part of the Bug
Euroregion”. An example of a project activating the labour market is “Activating
young unemployed people in the Bia a Podlaska and Brest Counties”.

The Foundation for the Development of the Lublin Region. The mission of the
Foundation for the Development of the Lublin Region is the improvement of
living standards of the inhabitants of the Lublin Region by supporting
entrepreneurship development and competitive knowledge based economy.
The wide range of services offered by the Foundation is directed at the
following target groups: entrepreneurs, start-ups, the employed, the job-seeking
unemployed, local authorities, and the inhabitants of rural areas of the Lublin

Region.



The Biaa Podlaska Chamber of Commerce (BPCC). It is a business self-
government body that was established in 1990. Now it has over 100 members,
which are companies operating in different sectors: agricultural processing,
light industry, construction, trade, transportation, and banking. A similar role is
played by the Guilds of Craftsmen and Entrepreneurs in Bia a Podlaska and
Mi dzyrzec Podlaski.
The Polish Association for the Defence of Carriers in Bia a Podlaska.
The Bia a Podlaska Association for Regional Development, which runs cross-
border co-operation projects in the field of entrepreneurship support, tourism
development, as well as activation of the labour market.
Other organizations acting for the benefit of entrepreneurship development are:
a branch o the Lublin Province Agricultural Consulting Centre in
Ko skowola,
a branch of the Lublin Chamber of Agriculture in Bia a Podlaska,
the Podlasie Agritourism Association based in Janow Podlaski,
the Council of the Federation of Scientific and Technical Associations of
the Polish Federation of Engineering Associations in Bia a Podlaska and its
Centre of Innovation,
a branch of the Foundation for the Development of the Lublin Region, and,
since October 2003, a branch of the Lublin Foundation for Development —
the Agency of Local Development, whose task is to help entrepreneurs with

running their business activity and gaining financial aid.

Representatives of these organizations participate in sessions of the local authorities
and have advisory voice. Also the remaining business self-government organizations
occasionally participate in sessions of self-government at different stages of the
decision making process related to education, cultural and business development of

the region.

Entrepreneurship support is first of all the domain of two nationwide programmes:
the Government's Strategy for Small and Medium Sized Enterprises up to 2002 and
the Government's Strategy for Small and Medium Sized Enterprises 2003 - 2006.

Both programmes contain complex solutions with instruments designed to: (1)
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promote entrepreneurial culture and more favourable attitudes towards
entrepreneurship; (2) integrate entrepreneurship education in schools and at all
levels of post-secondary education; (3) reduce entry barriers and provide support for
start-ups; (4) provide seed financing.

As of 2008, new programmes will come into being, including first of all: Strategy for
increasing the innovativeness of economy for 2007-2013 as well as the Innovative
Economy Operational Programme and regional operating programmes.

The research has identified evidence of the following kinds of policy in the region:
Measures designed to promote entrepreneurial culture and more favourable
attitudes towards entrepreneurship. For example, The Biaa Podlaska
Association for Regional Development carried out a grant contest ,Act locally”
of the Polish-American Foundation of Freedom, which aimed at supporting
initiatives directed at sustaining local traditions, promoting tourism and local
entrepreneurship. The Guild of Craftsmen and Entrepreneurs promoted
entrepreneurial culture by: Crafts Meetings, the Day of the Crafts Master, the
Senior Club.

Measures designed to integrate entrepreneurial education at schools and at all
levels of post-secondary education. For example, The Agency of Local
Development (ALD) participated in work fairs organized on the premises of a
college in Bia a Podlaska. It also organized information meetings for students,
encouraging them to take advantage of its offer. Another project called “ ak”
was realized with the scholarship fund. The beneficiaries of the project were
students who do not work.

Initiatives designed to reduce entry barriers. For example, a branch of the
Lublin Foundation for Development in Biaa Podlaska organized the Biaa
Podlaska Economic Forum for the third time. In 2007 Forum was held under
the title “Support for entrepreneurship in the financial period of 2007-2013". The
main aim of this meeting was to provide entrepreneurs, local authorities and
budget units from the area of the Bia a Podlaska County with information about
the sources of financing and possibilities of gaining aid in the new EU
programme period. Subjects concerning regional development were also

raised. Other example presents a branch of the Agency of Local Development
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in the Bia a Podlaska County. It realized several projects aiming at enlarging
occupational mobility of workers as well as their adaptation by improving their
qualifications and teaching them new skills.
In response to entrepreneurs' demands, there was a project called ,East of
Business” directed at owners and employees of micro and small enterprises,
offering consultancy and trainings (according to the needs of a given
enterprise), as well as meetings and business practices in order to create long
term and short term plans for SMEs development.
Apart of them there are also policies fostering start ups and tailored efforts
increasing participation in business ownership of ethnic minorities, women and
young people. The first type of policies is illustrated by the following examples:
The Agency of Local Development ran a project ,Starting with
entrepreneurship”. Project was meant to prepare people willing to start their
own business by providing them with complete knowledge necessary for setting
up, effective running and quick development of new businesses.
Vocational schools associated in the Guild of Craftsmen and Entrepreneurs
prepared their students for running business activity during the course of
education. It was one of the elements of entrepreneurship classes.
The Foundation for the Development of the Lublin Region realized projects for
people willing to start their own business activity: self-employment development
in the Northern Lublin Region; substantial and financial support for new
enterprises in ukéw, Radzy , and the Bia a Podlaska Counties; mobilization of

small entrepreneurship in the Eastern Lublin Region.

The second type of policies illustrates the following example: Since July 2005, the
Bia a Podlaska Association for Regional Development has been realizing a project
financed by the European Social Fund entitled “Entrepreneurship for the future —
supporting self-employment in the area of the Bia a Podlaska City and County”. The
aim of this action was to promote entrepreneurship and self-employment. The project
is addressed to university graduates, people facing loss of their jobs and farmers
quitting agriculture. The BPARD also realized a project called “Activating the young

unemployed in the region of Brest and Bia a Podlaska”, which has resulted in training
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800 Polish unemployed people in the basics of running their own business and the

effective implementation and use of available aid.

Two other types of policies encompass:
Initiatives to simplify and/or reduce taxation for entrepreneurs/businesses (tax
consultancies for entrepreneurs; intervention by the Bia a Podlaska Chamber of
Commerce in case of a clash between an entrepreneur and a fiscal or customs
institution).
Initiatives aiming at improving the market orientation of local institutions. They
are illustrate by: (i) consultancy services for the local authorities in the form of
preparing application documents for structural funds — applications and
attachments (that is, a local development plan, a public transport development
plan, reutilization of local programmes, a feasibility study); (ii) training services
for civil servants from the local authorities. The trainings dealt with, among
others, investor service, obtaining EU funds, accounting projects financed with
those funds, preparing presentations of cities, communes, as well as
investment offers, preparing strategies for counties/communes/cities, public
finance discipline (and responsibility for violations), financial controlling and

others.

An example of an interesting, cross-regional initiative is Easternpartenariat (the
European Economic Forum) held cyclically by the Lublin Foundation for
Development, the Marshal's Office in Lublin and the City Office of Lublin.
Easternpartenariat is aimed to stimulate MSP development by facilitating the
establishment of business relations between entrepreneurs’ organizations as well as
entrepreneurs themselves from the Lublin Province and partner regions e.g. from
Netherlands, France, Germany, Italy, Sweden, Ukraine, Belarus and Russia (more

information on: www.lfr.lublin.pl, www.lubelskie.pl i www.um.lublin.pl).

2.5. Potential for Future CBC

It is widely assumed that:

“Cross-border co-operation has solid foundations constituted by cultural and historical relations as
well as the lack of language barrier. Relations between Poles and Belarusians are warm and many

cities have developed contacts with the Brest County in Belarus, the Lvov and Woy Counties in
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Ukraine as far as cultural exchange, tourism, education, science are concerned. It is not so with trade
exchange as legal regulations effectively impede any cooperation. European Union restrictions
prevented trading in goods, particularly furniture, household appliances, and plumbing fixtures.
Poland’s accession to EU has seriously changed the situation of the region which has become the
eastern border of United Europe. On the one hand, it created bigger possibilities for the region’s
development but, on the other hand, due to the politics conducted by the authorities of Belarus, it also
restricted cross-border trade contacts. The policies of both countries have a significant impact on this

co-operation.” (KH)

Further development of this co-operation, which is so necessary and expected in all
fields, depends on it:

LTourism, economy, and also science because higher schools in Brest are very good — we have, for

example, music teachers from Belarus. People would also come to work in those professions where

we are beginning to lack employees.” (MR)
Further potential professions are in the fields of:

“economy, finances and education as well as medicine and health care, in the future.” (TL)

LBelarusian entrepreneurs are willing to participate in joint projects. They stress the need to create a
centre assisting the activity of their firms with regard to information and administration. They also see
the need of professional training of firms’ owners who come from various professional groups and are
often unable to cope with entrepreneurship problems. Joint initiatives and meetings would significantly
increase mutual trust as well as joint possibilities of application for EU funds for mutual co-operation

and co-operation within the Euroregion Bug.” (KH)

There is also a lot to be done with regard to economic co-operation, especially in
some sectors. This includes the following:

.companies in the meat processing sector which were set up with the objective to export their
products east. Next come the furniture and construction materials sectors. If the borders are open the
role of transport will increase as well” (AM)

The more so as Poland's accession to the European Union initiated trade contacts
with the West (instead of with the East):

“After the accession commercial firms oriented at trade exchange with eastern countries tended to
wind up. On the other hand, so-called shadow economy is flourishing. This includes alcohol, tobacco
products and textiles trade — import to Poland and export of high technologies, mostly household

appliances, computer accessories and electronic equipment.” (KH)

“In fact entrepreneurs changed the directions of both export and co-operation. The EU helped to
provide conditions of co-operation with intra-community companies. On the other hand, co-operation
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with Russia is fragmentary. Our companies are open mainly to co-operation with Germany. We have
good relations with France through the French Centre.” (MR)

It was supported by the unification of legal regulations:

“At present these companies operate as autonomic entities that run business having their own
contacts and profits. It shows in a better fleet — new cars. For example, Jakon Trans Company has
only DAF trucks. Before that, they developed on the basis of good relationships with partners from the
West, which had part of this market.” (TL)

As for contacts with the East, they have decreased because of the instability of legal
regulations and the risk related to entering into commercial agreements. An example
of this is an embargo on meat, and other legal restrictions.

Many local companies gained the chance to provide their services only because of
the development of basic infrastructure in the county:

Local authorities emphasize that:

“... there are only positive aspects of the European Union — | mean programmes and projects co-
financed by the European Union. The Bia a Podlaska City has submitted several applications through
the City Office, the Municipal Commune Office, as well as through local colleges, and 4 large projects
are being realized now. In total, the city has gained PLN 72 million from the European Union. This
amount allows us to develop basic infrastructure, as well as to give work to local companies. Local
companies win public tenders and money stays on the local market.” (TL)

and are interested in cooperation in the following areas: road infrastructure,
education, health care, social aid, environmental protection - regulating parameters

and standards.

3.Institutional Cross Border Co-operation

The research uncovered a range of institutional cross-border co-operation between

the Bia a Podlaska County and the Brest County.
3.1. Nature and Extent of Current Institutional CBC

The framework for the institutional cross-border co-operation is formed by: (1) the
Declaration of Good Neighbourhood, Mutual Understanding and Co-operation

between the Republic of Poland and Belarus signed in 1991; (2) the Treaty of Good
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Neighbourhood and Co-operation signed in 1992 (3) a number of other agreements
related to border clearances, development of tourism, education, transit of goods
etc., signed in the following years (more information on the website:
www.msz.gov.pl/apps/apps/?portlet=bpt/list):

».Co-operation with Belarus has a rather formal character and is rather continuous. It is regulated by
contracts and agreements between local authorities. Apart from that, the TRIC project is being carried
out..” (KH)

City offices, province offices and communes enter into separate agreements with

partners from beyond the eastern border.

3.1.1. Co-operation between administrative authorities

In 1995, the Bug Euroregion was created, encompassing the Lublin Province as well
as the border regions of Belarus (the Brest province) and Ukraine (the Volhynian
County with the capital city of uck). One of the aims o f the Euroregion is to make
use of the common cultural heritage as well as to work jointly for the benefit of peace
between the neighbouring nations (more information on the website:

www.euroregionbug.pl). In 1996, a Polish-Belarusian International Coordinative

Committee for Cross-border Co-operation was created. The last meeting of that

Committee took place in Minsk in 2004.

The Co-operation Agreement between the Biaa Podlaska County and the Brest
County signed on the 28" of March 2000 was an important step for large-scale
formal co-operation. It concerned co-operation between governmental authorities,
local authorities, economic and social organizations as well as educational and
cultural centres in the fields of agriculture, environmental protection, civil defence,
education, culture, sport, and tourism. The basic objective defined in the contract
was co-operation in attracting domestic and foreign investors, and also helping local
enterprises in initiating and broadening mutual contacts.

"In order to create a good atmosphere, cross-border co-operation with the city of Brest was initiated.
An agreement on the partnership of cities was signed and we made a joint television programme
broadcast by Brest television. It is called “Neighbours”. 20 minutes of the programme was broadcast
from Bia a Podlaska and another 20 minutes from Brest. There were interviews, theme programmes.

The programme enjoyed great popularity in Belarus. Entrepreneurs communicated and there were

joint advertisements. The bridge on the Bug River was marked as the bridge of peace. There were
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plenty of delegations and mutual visits. The biggest problem was to cross the border. An idea was
conceived to provide a train which would make the operations of entrepreneurs easier. Unfortunately
it failed.” (MR)

The Agreement provided for the following kinds of co-operation:
exchange of experience of culture and education workers
students exchange
participation in ceremonies and holidays
sports competitions for young people

organization of cultural, musical and folk events.

In December 2002, another agreement with the Brest County was signed which
provided for a common borderland information and contact platform for both
counties. The aim of the platform was to tighten cross-border co-operation by
increasing knowledge about both regions, providing information about their
development plans, deepening regional development co-operation, as well as
supporting economic development. Separate agreements regulate contacts between
the cities of Bia a Podlaska and Brest as well as Bia a Podlaska and Baranowicze
(more information on the website www.bialapodlaska.pl). That co-operation concerns
promoting economic partnership through developing local economy, exchanging
experience of functioning of municipal administration, public transportation and water
supply, co-operation in the field of culture, education and sport, as well as supporting
associations intending to co-operate:

“Bia a Podlaska has two partner cities: Brest and Baranowicze. This means there are contacts at the
level of authorities. Apart from occasional visits and revisits of officials there is exchange in the field of
culture, sport, non-economic activities, and youth exchange. The EU membership ensured the
possibility to use PHARE CBC funds designated for cross-border co-operation, and we have realized

one project with Baranowicze. The financial aspect of the European Union intensifies this co-

operation and creates new instruments.” (MB)

Other counties of the Bia a Podlaska Province also sign co-operation agreements:

»The county office of Zalesie has signed two agreements: the first one with a school in Baranowicze

(junior high school attended by about 1 200 pupils) and the other one with the county on the
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Belarusian side of the border. The agreement was signed in 2006. Its aim is the exchange of teachers
and pupils.” (JS)

»The county of Terespol has a partnership agreement with Brest. We are partners with the head of the
county, Polish consulate and other authorities. We maintain good relations systematically. There is a
proposition of a new Euroregion — Przebu e. Representatives in Minsk, Kiev, Brussels and the Polish

ambassador help us with this project.” (KI)

.For Belarus regional co-operation is one of the priority directions in relations with Poland. The
Belarusians think that inter-regional contacts effectively support the development of relations between
people and deeper mutual bonds, and stimulate trade and economic co-operation as well as cultural,
sports, and youth exchange. In many cases the co-operation between the Brest County and the
Lublin Province can serve as a good example and leads to mutual benefits ... The cities are
continuing their co-operation, which was initiated earlier. For example, there are regional meetings of
delegations of local authorities from Bia a Podlaska and Baranowicze; Mi dzyrzecze Podlaskie and
Goplin; Lublin and Brest. On the 1 of July, 2006, an agreement was signed on the development of
co-operation between Brest and cross-border cities: Biaa Podlaska, W odawa, Mi dzyrzecze
Podlaskie, Terespol and the county of Terespol as well as the county of Bia a Podlaska. In fact, these

are all Polish cross-border cities willing to co-operate.” (AK)
The studies show that this co-operation is currently undergoing a crisis:

,Official co-operation was initiated much earlier — in 2002. It was much better at the beginning of the
1990s. At present, the governor is banned from Brest. The Province Governor's offices moved to
Lublin, and Ukraine has become fashionable. We are trying to make up for it, but the marshals do not
want to engage. It is a pity as it is the main trade route, better than Ukraine. We didn’t do much with
Ukraine; after the big victory of the Orange Revolution the situation has reversed. Lublin is closer to

Ukraine in a natural way and we are alone with the national border which is more and more dividing.’

(K1)

3.1.2. Co-operation between organizations of entrepreneurs and other regional
institutions

Organizations of entrepreneurs, business support institutions and other institutions
become involved in cross-border co-operation.

E.g. in the year 2000, a Co-operation Declaration of the Bia a Podlaska County with
the Belarusian Association of Entrepreneurs and Employers in Minsk was signed. In
that agreement, entrepreneurs were represented by the Bia a Podlaska Chamber of
Commerce. As a result of the agreement, in the Bia a Podlaska County meetings are
organized of entrepreneurs from the area of the Bia a Podlaska County and the Brest

County representing different kinds of business. (WS)
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The Bia a Podlaska Association for Regional Development started co-operation with
the Association of Private Entrepreneurs “Sodejstwie” — an organization of
entrepreneurs from the city of Brest.

»In our co-operation with the association “Sodejstwie”, within the framework of joint projects, we are
trying to match entrepreneurs both in a direct way — through seminars, conferences and business
meetings, and indirectly — through publishing of booklets including offers of Polish and Belarusian
entrepreneurs.” (PD)

The Guild of Craftsmen and Entrepreneurs has also engaged in the international co-
operation although in this case the partners are institutions from Germany and
France:

»Co-operation with the Chamber of Crafts in France in Nitro; Vocational School Complex in Rheine in
Germany. First contacts were funded with the Leonardo da Vinci programme, then there was no

assistance for continuation, now it is self-financing. Co-operation with Germany is financed by the

Polish-German Foundation. They count on the Polish-French Foundation’s support.” (RC)
For the time being:

“there is no contact with the Guild in Belarus. First talks took place in 2006 in Ukraine, in Lvov They
concerned training: craft learning as well as youth exchange. The Guild came with an offer that they
could teach crafts from scratch, which is not available in Ukraine”. (RC)

3.2. Enabling Factors for CBC

The studies show that institutional cross-border co-operation started and develops
mostly due to geographical proximity, common history, culture and language
similarities:

.Cross-border co-operation is something traditional and it would be abnormal if it were different. The
border along the Bug River was “mapped out with a finger “and nobody asked about it anybody. They
divided villages and farms in the arbitrary way. Mutual penetration of cultures, speaking the same
language, mutual understanding better than between people in western Poland. A religious melting

pot: the Orthodox and Catholics. That is why the need to co-exist is still present there.” (AC)

“The Russian language is still used in the Guild’s schools because of the border location of the
county.”(RC)

»The attitude of institutions is positive. The extension of European Union did not have any impact on it
— relations at the regional level are friendly regardless of the relations between Warsaw and Minsk.
We have constraints imposed from the outside but contacts are maintained all the time. Institutions

maintain these contacts hoping that in the future they will pay off.” (AM)
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3.3. Constraining Factors for CBC
Cross-border co-operation with Belarus faces a number of barriers (Table 3-1).

Table 3-1: Institutional barriers to cross-border c o-operation in the county of
Bia a Podlaska

.Hard” factors LS0ft “ factors

- politics (political differences, foreign policy) - Polish feeling of superiority towards
border (visas, other formalities, bad road Belarusians
infrastructure) - inexperience in conducting cross-border co-
different economic, social and organization operation
potential - underestimation of contacts with the East
lack of money - lack of trust

The basic ones include: politics and the border. Even earlier literature research
mentioned the disproportion of entities engaged in cross-border co-operation. Unlike
Polish local authorities that are quite independent in taking decisions, their
Belarusian counterparts are deprived of decision autonomy and all the activities they

want to initiate must be consulted at a higher level including the central one.

»In the case of formal contacts the foreign policies of both countries as well as the domestic policies of
Belarus have a huge impact on mutual trust between partners. ... A negative lesson is organizing
meetings, conferences and trainings at the time of elections in neighbouring countries. The election of
new authorities, replacement of clerical personnel on the eastern side delayed or even made the
realization of projects impossible.” (KH)

“Cross-regional policy closes the possibilities of local co-operation. There are no cultural barriers.
Local authorities tried to transfer their model of democracy. There were numerous meetings devoted
to local authorities, but these are very important political conditions.”(MR) “In mutual relations at the
local level big politics is not directly translated into interpersonal relations. It translates into relations
between institutions.” (MB)

Big politics often impedes maintaining contacts at equal levels:

.The Bia a Podlaska Governor was stopped at the border. If he wanted to cross it he would have to
turn to the Minister of Interior Affairs, and he does not want to do it. Meanwhile they pay great
attention to the level of relations. The head of commune cannot meet the governor. They are

expecting a counterpart.” (Kl)
Big policy worsens the already bad situation at border crossings:

»The border is the barrier. Uncertainty about the possibility of its crossing is tiring. Many people give
up the opportunity to visit Belarus as they do not know how they will be treated at the border and how
long it will take to cross it. This is a big discomfort in cross-border contacts. (AC) ,, The border hampers

initiating co-operation. Anybody who goes there for the first time will think it over 10 times before he
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does it again... Along with the integration with EU we are neglecting our neighbours and it hinders
normality. For too long the border has been something sick and inhuman and when people are not in
touch it makes them believe stereotypes easier.” (KlI) ,There are few upgrades of border crossings.
Unfortunately, we have a wide crossing on the one side and a narrow one on the other. Neither
Belarus nor Poland let through more than 1000 trucks. In Terespol, the crossing on the Belarusian
side is being upgraded. On the Polish side it is not. It depends on big politics and on whether there
was or was not a meeting of at the governmental level. Everything depends on talks. We can meet at
the local level but not everything depends on local governments and regions. Something must be
done at this border crossing. If it is going to be good money should be spent on both sides. There is

the Joint Polish-Belarusian Commission on border, but it has not assembled for three years.” (AK)

Another factor impeding co-operation is the difference in socio-economic and

organization potential:

We must remember about the inequality of entities. Lublin should be a counterpart for Brest. Bia a

Podlaska is the too small to be a partner for Brest” (Kl)
The hard barrier is the lack of funds, which is especially true of eastern partners:

.The only problem in co-operation that occurred during the joint realization of projects is funds
availability on the eastern side. Sometimes projects were carried out only on the Polish side from the
funds available for the Province, and Ukrainian or Belarusian partners were just participants of
projects covering journey costs from their own resources.” (KH)"Co-operation with the East represents
small value added, although it has a big potential. There is no financial dimension or exact
arrangements.” (MB)

Attitudes of Poles also create barriers, including:
Feeling of superiority:

»Along with accession to the EU, we are the subject of envy and higher respect but Belarusians
also have a sense of dignity. Average inhabitants have sensitive egos and care about
preserving their identity — like people from Bia a Podlaska and all inhabitants of Podlasie. The
co-operation must not mean the desire to dominate. You have to be very subtle and patient as
far as changes in their behaviour are concerned. They result from legal requirements. Some
manners of behaviour are unacceptable for them — you cannot tell jokes about authorities, you

cannot laugh at your compatriots and say bad things about them.” (AC)
Underestimation of contacts with the east:

,CO-0operation experiences are always positive but very difficult. The Poles generally do not like
our neighbours from the east. However, they are quite decent people; they live in different

conditions but we also lived in such conditions and that is why we feel so important now.” (KI)

Lack of trust, especially on the part of younger generations:
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»young people do not trust them and do not believe that Belarusians can be attractive partners
for international exchange. Maybe we underestimate them because they live so close.
Unfortunately, Polish young people think they know everything about them because things are
worse there than in Poland. The further from the border, the greater interest a country
attracts... Young people treat partners from Western Europe better than those from Eastern
Europe.” (AM)

It is accompanied by inexperience in cross-border co-operation:

.There is no professional training preparing for cross-border co-operation. Trainings only offered on

acquisition of funds.” (MB)

3.4. Examples of Positive Experiences of CBC

The above review demonstrates that generally institutional contacts are a source of
positive experiences and mutual benefits, especially noticeable in the field of
tourism. For example, one of the joint projects was designed to assist tourism
development in the northern part of the Bug Euroregion:

cross-border tourist guide and website,

promotion of tourist attractions of the Bug Euroregion,

better availability of information on tourist attractiveness of the Bug

Euroregion,

improvement the Bug Euroregion image,

increase in the potential of organizations that can play a significant role in

effective implementation and application of aid measures in future.

3.5. Examples of Negative Experiences of CBC

The studies show that there are no negative experiences in the institutional cross-

border co-operation:

».Co-operation is still being developed, new initiatives and projects are conceived and there are new

ties between the province and partner counties.” (KH)
Negative experiences pertain to the field of commercial relations:

»All the world of pathologies connected with cigarettes and alcohol smuggling. Crime connected with

smuggling. Intensified traffic causes that gangs come to this area to collect protection racket.” (AC)
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3.6. Evidence of Cross Border Clusters

At the present moment there are no clusters developed in the county, however there
exists some potential for creating them, mainly in the furniture industry. On the
premises of the former Bia a Podlaska Furniture Factory there exists a concentration
of small furniture companies (11 enterprises).

The next potential area is tourism and agritourism:

“Apart from the possibility to build a transport and logistics cluster, the county of Biaa Podlaska
represents a big potential for creating a tourism cluster. However, entrepreneurs on the other side of
the border are not willing to join us and there is no tradition of building groups of manufacturers and

some of the most important factors of the development of co-operation network is the willingness to

for common activities, reliability, and mutual trust”. (KH)
The obstacle is:

» lack of a leader of the potential cluster, lack of formal co-operation, lack of experience as well as

cluster traditions in the county.” (KH)
Another promising area is logistics:

»Since the beginning of its activity, the Chamber raised the issue of a trade hub. Then it was called a
logistic and transport hub - it was an informal name. The first idea was conceived within the
framework of the first strategy for the county of Bia a Podlaska. There is the infrastructure of state
enterprises, private enterprises, limited liability partnerships connected with transport and
transshipment. It is very uneven and fragmented — from the syndicate Car Terminal in Koroszczyn to

micro-carriers. The Dry Port in Ma aszewicze can play a significant role in the creation of the cluster.”
(WS)

However, there are many factors constraining the creation of such a cluster,
including:

“Lack of appropriate knowledge and competence to develop this initiative or a vision. There is no
decision on the part of the government and it cannot be done at the local level, as the hub would
function at a cross-regional level. There is no suitable lobby; such a cluster would be competition for
the rest of Poland.” (WS)

Fostering of cluster development is included in the Regional Innovation Strategy for
the Lublin Province and in the Operational Programme for the Lublin Province 2007-
2013:

“There is going to be an industrial zone cluster, high technology is to develop, and the valley of

healthy food is going to be another cluster.” (KI)
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3.7. Enlargement-Related Effects on Institutional C  BC

Opinions obtained in the county show the following:

,Our accession to NATO as well as the European Union created certain mistrust on the part of

Belarusians.” (MR)

“Cross-border co-operation is brushed off although the European Union extension had no impact on

it. In one way or another, we have always carried on the cross-border co-operation.” (MB)

3.8. Policies for Institutional and Enterprise CBC

3.8.1. Bug Euroregion
The Euroregion covers the surface of 64 thousand km and is one of the largest of all
the European Euroregions. The Polish part constitutes over 31%, the Ukrainian part
over 28% and the Belarusian part over 40% of the whole area. According to its
statute, the Euroregion was created in order to develop co-operation between border
areas in the following fields:
spatial development
communication and transportation
education, health protection, culture, sport and tourism
protection and improvement of the state of the environment
elimination of the threat of natural disasters and providing aid in their event
developing contacts between inhabitants of border areas as well as institutional
and business co-operation
The Association of Local Councils of the Bug Euroregion (SSERB), established in
April 2000, is in charge of financing the operations of the Bug Euroregion on the
Polish side.
The statutory organs of the Cross-border Association of the Bug Euroregion are:
the Euroregion's Board consisting of 30 persons, 10 from each party (Belarusian,
Polish and Ukrainian),
the Presiding Board of the Euroregion, with one representative from each party,
Secretariats - national offices in Che m, Brest and Luck,
Representatives of the local authorities emphasize that participation in the Bug
Euroregion is purposeless and hardly noticeable. Most institutions in the region do

not take advantage of its support. The majority of projects which obtained grants
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from this source are realized by partners from Poland and Ukraine. Belarusian
partners take part only in about 25% of ventures. In many cases they are mentioned
only in the project documentation, but actually they do not actively participate in the
realization of ventures. In 1999-2004, the Bia a Podlaska County paid membership
fees to the Bug Euroregion, and then it quit because it brought no profit. In 2007 it
entered the structure again. One of the barriers in co-operation within the Bug
Euroregion, according to the surveyed is the different structure of local authorities
taking part in it:

“Lately we entered project again despite the fact, that earlier we had quit the Bug Euroregion because
we paid our membership fees but did not achieve anything. It is a complex structure with a variety of
bodies — there is the local authority administration and there are mixed authorities. There are budding
local authorities in Ukraine; in Belarus they are in name only.” (TL)

The local authorities are considering establishing a new Euroregion called
“Przedbu e”.

3.8.2. TRIC programme

TRIC is a cross-border information and contact internet platform for cross-border
areas - Brest and Bia a Podlaska. Its initiator is the Executive Committee of the Brest
County. The platform is financed with the European Union funds within the
framework of the programme TACIS “Support for the Development of Cross-border
Co-operation”. The project is realized by the working group on Promotion,
Information and Data Bases of the Bug Euroregion (more information on:
www.tric.info/q.php?ids=192&id=192&idt=144&list=2&nomer=192&landf=2)

3.8.3. The Neighbourhood Programme Poland-Belarus-Ukraine, INTERREG
INIA/TACIS CBC 2004-2006

The objective of the programme is to provide assistance for cross-border co-
operation at the Eastern border of Poland, which is simultaneously the external
border of the European Union. The priorities of the programme are as follows: (more
information on:
www.interreg.gov.pl/INTERREG+IIIA/Program+Polska++Bialorus++Ukraina)
increase of competitiveness of cross-border regions through upgrading and

development of cross-border infrastructure (transport systems, cross-border
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system of environmental protection, business support infrastructure and
tourism infrastructure),
development of human capital as well as institutional forms of cross-border co-

operation, and safety improvement at the borders of European Union.

4. Enterprise Cross-Border Co-operation

Poland and Belarus have long trade traditions. It is true that the transformation and
the dissolution of the Council for Mutual Economic Assistance initially put a break on
mutual contacts; however, the following years, and in particular 1995-1996, brought
a great increase in trade. Initially, it was slowed down by the crisis in Russia (second
half of the 1990s), and also afterwards, when Poland was preparing to became an

EU member and when it finally did became its member.

Furniture played an important part in exports to Belarus up to the mid-1990s. In that
period of time, a lot of SME exporting their products to Belarus were established. At
the present moment, in official trade exchange, apart from furniture, upholstery and
furniture fittings, there predominate household and RTV goods and foods. Other
important goods are: chipboard and felt board, toilet paper, harvesting machines,

doors and windows, car parts and accessories, slag wool and mineral wool.

4.1. Types of Current CBC ldentified

The studies clearly show that co-operation has both a formal and informal character:
seven respondents use only informal agreements, six only formal agreements, and
three use both kinds of agreements. The sector of business activity or the size of the
company has no influence on the character of the agreements used.

Often co-operation has an offhand character. This is the case in particular with
companies dealing in the retail sale of industrial articles and those used in the

building industry (occasional sales, a great number of small clients).
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In many cases, however:
“Co-operation is of a continuous and long-standing character.” (TL)

This concerns all the remaining companies (transport and production companies as
well as wholesalers), though only a few of them declared that they had partners of
long standing. What is more, some of these companies had already terminated
cross-border co-operation either owing to the Russian embargo on the imports of
Polish meat, due to negative changes in foreign currency rates, or because a
product started to be manufactured on the target market:

“In Belarus much importance is attached to programmes which support production substituting import
(greater than to export programmes). This policy above all aims for Belarus to become totally self-
reliant and to protect the domestic industry, agriculture and the food sector.” (WS)

Different ways lead to the establishment of co-operation. Often it is an accidental
thing. Companies dealing in the retail and service sectors indicate that such is the
character of these contacts:

“We do not have strategic partners. It is all very fluid. One company appears, and another one
disappears.” (Company 1)

“When somebody leaves, somebody else appears in his place”. (Company 2)

However, it is often the result of actively seeking a partner, carried on with the help
of roadside advertisements, brochures, websites, participation in trade fairs,
telephone offers, and advertisements on Belarusian television. Previously
established informal contacts and a good opinion (recommendation from a satisfied
client) are also significant:

“At the present moment things function on the basis of grape-vine.” What is also helpful is our

roadside advertising, as well as our website.” (Company3)
“Market places, telephone offers, e-mail, fax, and also personal recommendation.” (Company 4)

“We had TV advertising in Belarus for 1000 USD monthly, but when ukaszenko took over the costs
of advertising rose to 5000 USD and we gave it up.” (Company 5)

The main reasons for co-operation are economical matters: the range and
attractiveness of the assortment, recommendation from someone in the sector,
ability to pay in cash and punctuality in settling accounts. When doing business one

does not usually think of common roots, tradition, or culture:
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“The acceptance of my prices and punctuality in settling accounts. The better if it is in cash. Common
roots, culture, history have no influence on the choice of partner.” (Company 6)

“[Ability to pay] mainly in cash. (...) Only economic criteria are important, cultural ones are

unimportant. It is easy to communicate in our languages.” (Company 7)

“To tell the truth, the most important issue is the partner’s willingness to pay. The remaining things
(...) they are unimportant.” (Company 1)

However, its sometime happens, that these factors can be of considerable
importance, in particular in regions inhabited by a Polish ethnic minority:

“An estimation of a client’s credibility is made on the basis of his keeping deadlines for the receipt of
goods. Solvency is also critical. Common roots have a great influence on exchange; it is easier to get

along. This is particularly evident in contacts with clients from Baranowicz - people of Polish ancestry
live there. This helps to build trust.” (Company 8)

“The same sector, similar interests. In the case of successful business dealings, only further on can

one pay attention to common roots and history” (Company 2)

“With me everyone is equally important | give them the lowest possible prices. Common roots, culture,
history and in particular the same language help to establish co-operation.”

(Company 9)

4.2. Characteristics of enterprises involved in CBC , including foreign partners

4.2.1. Basic Characteristics (size, ownership).

Nearly all of the companies studied are small ones. Exceptions include two middle-
sized and a large one. Most of them are run by natural persons (not corporations).
15 companies are totally owned by Polish capital. One company is 100% owned by

foreign capital and two companies have mixed capital, Polish and foreign.

4.2.2. Types of activity

The principal sector of activity of the companies studied is wholesale and retail trade
(sale of cars, car parts, spare parts for tractors and farm machinery, sale of
audiovisual goods and home appliances, the sale of hydraulic materials and food,
furniture and the sale of building materials). 14 of the companies studied deal with
the “third sector”. The remaining sectors are transport (4 companies), services (3
companies). Some of the companies carry out at the same time trade and production

or trade and service activities.
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4.2.3. Foreign partners

Foreign partners are most often Belarusian, occasionally from Ukraine or Russia. For
most respondents, the partner’s country of origin is not that important, it is just said
that one’s partner comes from the east. The number of foreign partners varies from 5
to 30 companies. Only retail trade companies give a greater number. Many
respondents did not mention the number of partners, which might suggest that the

character of co-operation is of a sporadic and offhand nature.

4.2.4. The role of cross-border co-operation

For a considerable number of companies researched, co-operation is the principal or
the only source of income. Six companies assess that sales in the framework of
cross-border co-operation make up 50 to 60 % of the company’s total income. In the
case of two companies, cross-border co-operation makes up a 100% of the turnover.
Four companies declared a smaller proportion of cross-border co-operation in their
turnover - in the range of 10 to 30%. In the case of the remaining companies

turnover coming from cross-border co-operation is marginal.

4.3.Evidence of Change in CBC over time

The changes in the character and intensity of cross-border co-operation after 2004
result not only from EU enlargement processes but also from broader trends, and in
particular the consequence of the general liberalization of world trade and expansion

of imports from Turkey, China, India and other cheap countries.

Despite these trends, the Polish-Belarusian trade turnover grew in the period 2003-
2005 nearly three times and reached the amount of nearly USD 2 billion.

The post-integration tightening of the eastern border caused an increase in
formalities connected with border crossing. For SMEs, this has meant an increase in
procedures and time lost on crossing the border. In addition the access to Polish
goods on the Belarusian markets is limited by a high customs duty and VAT (18%)
which lowers their competitiveness in relation to goods imported from the Russian
federation.

“The Belarusian government imposes barriers on its own, and not due to changes which have taken

place in the EU.” (Company 4)
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There also exist quite a few barriers and limits apart from those posed by customs
duties, e.g. the licensing of import and export, including the obligatory registration of
contracts for certain goods. A hindrance is also the excessive system of certification,
constant changes in customs regulations, including rules for importing and exporting
goods, their taxing, determining customs tariffs by the customs administration. An
additional threat is the possibility of the confiscation of goods in case of non-
compliance with the customs regulations, and in consequence, their inmediate sales

in a network of special stores at lower prices:

“Since 2004 the nature of co-operation has changed greatly, and Belarusian regulations have not only
decreased, but totally blocked trade. The principal factor influencing these changes is the political

steps taken by our government.” (Company 10)

“County institutions are interested in cross-border co-operation. There exist lots of good will and good
organization at the grassroots level. The problems are at the governmental level. Some problems
stem from the EU accession treaty. S awpol, a big meat processing plant is situated in the commune
of Zalesie. It has a daily production capacity of 100 tons. It now has economic problems, for when it
was built production was planned for the eastern market; the proximity of Belarus means that
transport costs are lower, fresh goods can be delivered, which is vital in the case of the food industry.
At present the market does not exist. This has a negative influence on the whole commune. Cross-

border trade has decreased” (TL)
Visas are also a barrier:

“Since visas were introduced, trade has decreased a great deal and is developing, above all, on the

basis of informal contacts.” (KH)
Moreover:

“Apart from barriers on the border there are credit guarantee barriers, and they will exist until common
banks are created, which could check the credibility of both partners.” (TL)

On the other hand, this encouraged Polish enterprises to move to Belarus and
develop formal trade and production connections between Polish and Belarusian
enterprises, in particular in Belarusian special economic zones:

“In Belarus the system is centralized from the beginning to the end. However, they have the special
economic zone of Brest and there are Polish companies which have been successful. If one gains

credibility, one can obtain certain things and sign an agreement far more quickly. | know a company

from Pozna which makes flooring panels and which moved to this economic zone in just two weeks.”

(K1)
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The above barriers are not the only factors influencing the change in the character of
cross-border trade. An important factor is also the change in the character and
nature of the Belarusian market, on which there have appeared:

the first signs of certain liberalization:
“The Belarusian market is becoming more civilized. Solutions characteristic of free market

economies are reaching it.” (Company 2)

increasing demands on suppliers:
“I noticed the following positive results, the size of the market has increased, and a fresh

outlook on things has appeared, new technologies, a new organization of work.” (Company 8)

processes of company consolidation can be noticed:
“The number of buyers has decreased, especially small ones. There only remain big
wholesalers on the market place.” (Company 9)

an increasing production has appeared, of an anti-import nature:

“Yes, things have changed. Fewer goods are bought. They can buy this product in Belarus or in
Russia. Production already exists there. It is easier for them to do business in these countries.
The main factor influencing change is the transfer of production to the east.” (Company 6)
Western European companies are quickly settling into Belarus, and are
becoming greater rivals for Polish companies:

“Today, they are not buying anything. Western European markets have established themselves

in eastern markets. There has also occurred a blockade of the borders.” (Company 11)

“They (Clients) have just about disappeared. If they come, it is only for sentimental reasons.
They buy privately. In spite of the Tax Free document, there is no business. The main factor

influencing change on their side is cheap imports and EU policies.” (Company 12)

Thus, lately we have seen a decrease in the number of clients as well as in turnover.

4.4. Costs and Benefits of CBC to Enterprises

4.4.1. Benefits

The advantages of cross-border co-operation are seen by respondents only in
economic terms (increase of turnover, income, and market share). The opinions
given do not include any elements showing additional advantages in the form of e.qg.
exchange of experience, participation in a common project, the creation of clusters

or other groups, associations, or organizations.

31



4.4.2. Costs
Talking about the costs of co-operation, respondents mentioned the costs of
adaptation caused by tariff barriers and other barriers against trade, which are in

force:

“Duty is selective on shower cabins, tubs and ceramics.” (Company 4)

“l have made a procedural change. | have eliminated trans-shipment. | have introduced flexible
complaints procedures — certain things are fixed” (Company 7)

There are extra expenses due to with changes in visa regulations and differences in
foreign currency markets. Additional costs are caused by political decisions blocking
the possibility of cross-border trade, e.g. the Russian embargo on Polish meat, fruit
and vegetables:

“The Russian embargo struck both directly and indirectly. Companies which sold products of poorer
quality in the East are now selling them at home. We have lost both national and foreign markets.”
(Company 13)

The result is a great increase in risk, in extreme cases leading to a change of
business of a company or its downfall:

“We had to change our business. We lost many clients. We started TIR carnets and T1 procedures,

which are transit procedures where we are the guarantor of the maintenance of the transit route.”

(Company 1)
In less extreme cases, there is no long-term possibility of planning one’s activity:

“... lack of the possibility for planning turnover/supplies. The partner's company places orders on a
day-to-day basis. It could suddenly wind up owing to the large (and severe) volatility of customs and

tax regulations.” (Company 2)

4.5.Positive and Negative Lessons from CBC
Negative experiences are above all connected with unexpected decisions on the part
of Belarusian customs organs:

“Sometimes customs duty turns out to be 250 % of the value of a product” (Company 6)

“It is difficult to see a positive lesson. The negative ones are connected with various kinds of
surprising complains — the overloading of a truck — on the Polish side of the Customs Chamber it
might weigh less than on the Belarusian side. There are complaints concerning the value of goods —

that they are too cheap and the customs duty is calculated on the value of the goods.” (Company 7)
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Negative experiences also include the above-mentioned risks concerning delayed
payment for goods. What is interesting, this problem concerns not only small
companies and individual clients but also large State Treasury joint-stock companies
in post-Soviet bloc countries. According to respondents, the solution is to avoid non-
cash payments and depend only on cash:

“One has to be careful in cooperating with large State Treasury joint-stock companies — they tend not
to pay and it is difficult to get them to pay in cash.” (Company 2)

“Once, somebody did not pay me. Since that time | have never sold anyone goods on consignment.”
(Company 6)

“Without cash payment we will not go further than Brest. We have one trustworthy carrier, and we
only entrust goods to him without cash payment. Money transfer to a bank account is considered a

last resort.” (Company 5)

“Highly trusted clients took our goods and did not pay — a good car was lost in this way [the estimated
value of the loss was about PLN 150-200 000]. Now we have only cash payments. No Russian has a
fixed date of payment and will not have one in the future.” (Company 12)

However, respondents have had positive experiences connected with cross-border
co-operation — the development of their companies, gaining experience in operating
on eastern markets:

“A positive thing was the development of the assortment — a sector of non-electric household goods
was created and it is still developing.” (Company 3)

4.6. The Role of Trust in Enterprise-Based CBC

Earlier conversations with representatives of business organizations already
indicated a certain lack of trust related to cross-border co-operation:

“In business there is never absolute mutual trust, however it is a universal opinion, that business
transactions in the east remain very risky. There are companies which have experienced unreliability;
it is difficult to say who was to blame to the greatest degree” (TL)

Talks with businessmen have corroborated this, revealing a limited trust shown to
foreign partners. This is principally connected with the above-mentioned fears
related to non-payment for goods:

“l always have limited trust towards clients from the east. It is said that, if not right at the beginning,

then at the hundredth transaction they will take you in. The greatest economical problem is the risk of
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non-payment. The remaining problems are the risk of damage to goods during transport and
punctuality of delivery” (Company 7)

Owing to this only few respondents trust their partners to such a degree, that they
would consider other options than payment in cash:

“The principal problem in cross-border co-operation is the question of a partners credibility and
honesty... everybody wants to get for their services payment either in the form of goods-for-goods or
money. There is in the Polish mind a conviction about the low credibility of Belarusians. | do know
some cases of Polish untrustworthiness, although many more in the case of Belarusians. A good
knowledge of one’s partner across the border should not catch us off-guard.” (WS)

In interviews there also appeared opinions about attempts at swindling or theft of
goods:

“I have limited trust. If | trust people too much, | lose, it is in their nature to take somebody in, they

never feel guilty about it. If often happened in the past that they told us that they did not have enough

money and that they would pay next time, and after that they never came back again.” (Company 8)

“You never know when they are going to attack. You can’t believe them. Once | treated one of them
like a brother (a Belarusian). It turned out at the end that he took me in. It is in their nature.”
(Company 13)

However, this is not always the rule. Other opinions also turn up:

“Trust is necessary. Those few companies which have fixed dates of payment have gained my full
trust. Trade based on guaranteed contracts with small margins of profit does not pay.” (Company 2)
Such a degree of trust is usually based on a longer term of co-operation in the past,
or a successfully completed job by one’s partner:

“Trust certainly increases over time. One company shipping very expensive goods took care of all
formalities and now it is easier for us to take decisions about future co-operation.” (Company 1)

On the other hand, doing business in the east must be based on a certain level of
trust. Lots of things are settled outside the office, at informal meetings. It is often
there that the most important decisions are taken:

“Business in the east is not taken care of at the office. Most often it is taken care of at informal

meetings. In the west first of all it is the office and support is shown at dinner — the opposite of what is

in the east.” (Company 7)

“Here and there, there is a great tendency to carry on informal talks outside of the office.” (Company
2)
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Just a few respondents mention that one of the elements helping to build trust is
common history. Most of those interviewed do not, however, think so and indicate as
the principal factor conducive to co-operation and the building of trust — the ability to
pay in cash before the transaction, or at least a down payment. Cultural factors
(language, history, neighbourhood) are insignificant, according to respondents (see

section 4.1).

4.7. Enlargement-Related effects

The direct or indirect consequences of the enlargement are the above-mentioned
difficulties with border crossing, a decrease in the number of clients buying in
Poland, etc. These difficulties are indicated by most of our respondents. For most of
them, the introduction of visas for citizens of the former Soviet Union has a negative
influence on cross-border transit and their business:

“The EU enlargement created new barriers limiting the movement of people. Three months after the
enlargement (in 2004) there came a period of stagnation. | had to seek support at the embassy in

Minsk to speed up matters concerning visas. | had to keep my company in good shape, so |

developed distribution at home.” (Company 7)

“Yes, the border has closed. At first, problems appeared with the arrival of foreigners here. Visas were
not granted” (Company 8)

»Yes, the visa problem has arisen. That is a problem. Apart from that, thanks to the EU things are
generally going better (Company 14)

“Visas came into being and that has made co-operation much worse. We had lots of retail trade
(people going through the border to buy and sell things on an everyday basis) at good prices, this is
now gone” (Company 5)

The Russian embargo on Polish meat is also seen as a consequence of Polish
membership in the EU (and later on Poland’s support for the Orange Revolution in
Ukraine):

“The number of barriers has increased, | mean the embargo. Our support for the Orange Revolution
(Ukraine) triggered a change in just one week, and much for the worse” (Company 13)

Positive effects of integration with the EU mentioned by respondents include: easier
co-operation with western European countries (easier distribution, the possibility of
ordering smaller or larger amounts of goods depending on how much one needs,

new outlets), an improvement in the living conditions for people in Poland and in
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consequence an increase in their prosperity, the development of agriculture.
Respondents are also convinced that enlargement had no effect on eastern Poland
and that it is mostly western Poland which reaps the profits from the new situation:

“The enlargement of the UE had no influence on co-operation with eastern markets. However, in
terms of co-operation with Western Europe yes, things are changing. The number of barriers has
decreased. | import goods from the EU. Things are now easier for me. Distribution is easier; | can

order small quantities of goods. This helps the solvency of my company. | can also order collective
shipments, which decreases delivery costs.” (Company 2)

“It had no effect on eastern Poland. It did have, however, in the context of the opening up EU
markets. Turnover increased by about 20% due to the development of agriculture. It was necessary to
expand my company. In 2004 | built a commercial pavilion. It was an improvement for clients, for

social and buying conditions” (Company 9)

“It is positive — it is easier and simpler to import goods from the EU, access to EU goods is greater”
(Company 4)

“I know what we are going through here. Probably nothing has happened in the eastern parts. Nothing
has helped here. An improvement was in the west of Poland.” (Company 15)

The general estimation of the effect of enlargement is therefore susceptible to
various interpretations. Out of 18 respondents, 8 explicitly stated that this influence is
negative, six estimated it as positive, and the others stated that the enlargement had

absolutely no tangible influence for them.

4.8. Use of External Assistance and Participationi  n Public Policy Programmes

4.8.1. In general

Only six respondents availed themselves of external help of one kind or another —
market research carried out by an external company, participation in fairs organized
by the City Council, a customs agency for the clearance of goods going to Belarus,
assistance with writing business contracts, trade missions conducted by the
Warmian-Masurian Chamber of Commerce, help in getting an 1SO certificate. Only a
few respondents belong to any associations, however their opinion of these
institutions is rather poor:

“I am a member of the Chamber of Commerce. | do not see any advantages apart from current

regional information which | get through the Internet” (Company 4)
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4.8.2. In relation to CBC

None of the respondents took advantage of assistance for the development of cross-
border co-operation; what is more, some of the businessman surveyed said that
such support in the region did not exist, or that they had barely heard of it. This might
indicate a total lack of such services in the studied region or a complete lack of
activities promoting them among potential beneficiaries. On the other hand, this
could suggest that businessmen quite simply do not need such support and do not

seek such information.

4.9. Policy issues identified

Respondents singled out two principal groups of problems. The first was fears
connected with the implementation the Schengen regulations and consequently
further problems on the border. The principal cause of these fears seems to be the
lack of access to information concerning the upcoming changes:

“I have no knowledge on this subject [problems with regulations]. There is a general fear on both

sides of the border connected with the Schengen Treaty.” (Company 3)

“There is a great problem with the Schengen zone. It is only a few days to the change and nobody

knows if we will still be able to go there, or how.” (Company 14)

“I know nothing about what has changed in Russia; | know however that there is a problem with
Schengen.” (Company 5)

Another problem mentioned by respondents is the lack of co-operation with the local
authorities in the field of exchange of knowledge, as well as a feeling of isolation in
the face of these problems and changes, and in particular legal regulations. This
causes rancour in businessmen and a negative disposition towards self-government

institutions:

“Here we have to get along on our own. There is no help from the administrative side. We are left

alone with our problems (the embargo).” (Company 13)
“There is no information about legal changes on the regional level.” (Company 1)

“There is a problem. We get no information from the authorities. We must find out everything

ourselves. | think that we are being manipulated.” (Company 11)

“There is a problem — we are supposed to provide information on changes. | pay taxes and | have no

assistance from the authorities.” (Company 12)
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Respondents also mentioned taxes and labour costs as potential problems in the
development of cross-border co-operation. Some of them, however, do not see any

problems with any regulations.

5. Informal and Household-Based CBC

Differences in prices of many goods, especially petrol, liquor and cigarettes, whose
prices in Belarus are nearly 30% lower than in Poland, are the basis of the
continuous thriving of small border trade (mainly smuggling and “tourist trade”).
However, since 1997 border traffic with Belarus has been undergoing major
fluctuations: in 1997 it amounted to 9 million border crossings, between years 1989
and 1998 it decreased, and in the year 2000 rose to 12 million and since then has

been constantly falling.

5.1. Characteristics and Types of Informal and Hous  ehold-Based CBC
Identified

The survey comprised 15 households from Biaa Podlaska and its vicinity. All
respondents are in small retail business. Most of the surveyed deal in clothes and
footwear (7 persons), 2 respondents sell fruit and vegetables, a few deal in cellular
phones, phone accessories, and various industrial goods. In most cases the trade is
legal, only 5 respondents admitted that the whole or part of their business was illegal
(2 persons dealing in clothes and 3 persons selling alcohol and cigarettes). Only one
respondent has a registered company, one is considering registering, the remaining
ones have no such plans.

They co-operate in various ways, some respondents purchase goods abroad and
sell them in Poland, also to foreigners. Some respondents have regular suppliers.

“| started co-operation 15 years ago, when we met at the market. In the beginning | traded with

regular wholesale dealers who bought large quantities and took them abroad. None of them is around

anymore. (Respondent 5)

“l jump into the car, go abroad, buy products, and sell in Poland. | sell to regular customers.”

(Respondent 7)

38



.l have regular suppliers from Belarus and Poland. They are so called “ants” [people who cross the
border many times a day carrying small quantities of goods for sale]. The suppliers from Belarus who
| know want to sell their goods quickly and buy things in Poland.” (Respondent 6)

Other respondents do not enter into regular co-operation with foreign partners due to
the small scale of their business based on occasional informal contacts with
customers (sales of products). All respondents have many customers, some are
buying wholesale (for example footwear). 9 respondents declared that it was them
that started co-operation, in other cases it was their partners or customers.

All respondents base their co-operation on agreements of informal character, only
one person additionally made use of formal agreements — contracts (to a limited
extent). Main issues regulated by agreements are prices of goods (14 persons). and
assortment (4 persons). The beginning of co-operation or striking a deal is often
sealed with small gifts, collective drinking of alcohol or informal chat. Most
respondents say that they are equally treated, regardless of nationality.

“l choose the goods and set the prices myself. | treat all my customers in the same way regardless if

they are Polish or come from the east.” (Respondent 10)

“[Concluding contracts involves] bringing small gifts, a handshake, or drinking vodka together.”

(Respondent 7)

“Formal contracts took place (rarely). Most often it was a handshake and a small treat.” (Respondent
3)

“[Concluding contracts involves] a handshake, a “bear hug”, a pat on the back. Sometimes | would
give a hip flask to regular customers, which was, of course, included in the price. | treated retail and
wholesale clients in a different way. If someone was a regular client he would get a hip flask.”

(Respondent 2)

For almost all respondents profit is the main reason for undertaking cross-border co-
operation, and it is often the main source of their income. They also mention a desire
to make some extra money on top of their old age pension or disability pension, an
opportunity to buy cheaper goods for themselves when buying goods abroad, an
opportunity to finance one’s studies, as well as a chance to visit Poland, killing
leisure time:

“Some 6 years ago | used to live in Canada. | have a Canadian pension, Polish and Canadian

citizenship. | have a house in Poland. | don't like idleness so | started to trade. | combine business
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with pleasure. There is no point in returning to Poland for good, but | miss Poland. These few months
in Poland give me a lot of satisfaction. (Respondent 9).

“[Customers] co-operate since they want to buy goods. | want to earn enough money to support my
family in Armenia and Moscow. | help my sons, who trade in Moscow, and they help me. | invite them
to Poland.” (Respondent 10)

“I drive a TIR truck, | buy in shops and at petrol stations. (...) | buy in the border zone. | smoke, so |
buy cigarettes there, since they are much cheaper and their quality does not differ from ours. Alcohol

is also cheaper. | buy it for myself or for my family.” (Respondent 13)

5.2. Background and characteristics of participants , including foreign partners

Almost all respondents are Polish, one person comes from Armenia, one lives in
Canada and comes every year for a couple of months to Poland to sell clothes. 9
respondents are men, 6 — women. Respondents are 29 — 67 years of age, most of
them are between 40 and 60. 7 people have vocational education, 4 secondary, and
4 university education. 14 respondents declared knowledge of the Russian language
to various degrees, 3 people — knowledge of English, and one of Armenian.

Foreign trade partners come mainly from countries from the former USSR: Ukraine
(12 cases). Belarus (11), and Russia (7). A few respondents mentioned such
countries as Germany or Denmark. In most cases the partners are individual clients
making small purchases once or a few times a week. Some respondents do
business only with reliable and trusted partners:

“They are visitors from the east, they come to Poland to buy and sell, they buy small quantities of fruit,

vegetables (onions and potatoes), champignons, and fruit for daily consumption”. (Respondent 4)

“Russia, Lithuania, Belarus, Ukraine, Latvia. | purchase things in those countries from partners |

already know”. (Respondent 13)

“Belarus and Ukraine. These in particular. Regular suppliers of cigarettes and alcohol. You need to
check the supplier to be sure that e.g. vodka is of good quality.” (Respondent 14)

“Casual buyers from Belarus, Ukraine, sometimes from Germany, and Denmark (rather few).
Nowadays there are few of them, they buy goods for themselves and not because of the price (these
things are expensive here in Poland) but because of fashion. There are very few buyers. | mean
Russians, Belarusians, and Ukrainians. They used to constitute 80% of buyers, and now - 1%.”

(Respondent 5)

“My suppliers come from Belarus and Ukraine. On the territory of Belarus and Ukraine | buy at petrol

stations and in shops.” (Respondent 7)
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“The suppliers come from Belarus, sometimes from Ukraine. Sometimes also Belarusians want to buy
cigarettes but not so readily since the cigarettes brought here to Poland are of lower quality than
those available in Belarus.” (Respondent 6)

“A few people from the east buy [fruit and vegetables] to be eaten on the spot or on the way.”
(Respondent 15)

5.3. Enabling and Constraining Forces

5.3.1. Enabling Forces

Most respondents mentioned cultural forces as those enabling co-operation. What
they mean is common roots, language, similar mentality, having an acquaintance
abroad — all this promotes understanding and growth of co-operation:

“The Russians are polite, punctual, they like to joke, they drink, talk politics — this6é brings people

together. One can communicate without a problem. They like to sing, have a good meal and drink.

They are more polite than Poles. They are better-mannered.” (Respondent 3)

“There are no language barriers. Our life problems and theirs are alike. We have a lot to talk about.”

(Respondent 5)

“The Belarusians and Ukrainians enjoy having a good time. Vodka and small gifts bring people

together and make business easier.” (Respondent 7)

“Their mentality is similar to ours. Our religion and language are also alike, so there is no problem.”
(Respondent 11)

“There is no problem with communication on account of language. Russians like to joke. You can get
along with them.” (Respondent 12)

“There is no problem in communicating. | know Russian mentality and other eastern countries from

my earlier contacts so there is no problem.” (Respondent 13)

5.3.2. Constraining Forces

Various legal regulations (mainly in Belarus), quotas, and visas for foreigners are the
most commonly mentioned constraining forces. Respondents also say that the
number of customers has been decreasing for several years and prices on both
sides of the border even out, which makes trade less and less profitable.

“The regulations in Belarus are very strict. They have closed the shops in the border zone — | travel
far into Belarus. Regulations in Ukraine are more liberal and for the next few months this year | shall

be travelling to Ukraine. [Legal regulations] restrict access to Belarus, and in Poland | have to sell

illegally.” (Respondent 7)
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“Visas for them, legal and border restrictions for us. There is nothing of that sort with Ukraine — there
is good co-operation.” (Respondent 11)

“l consider our regulations good — there are no restrictions. Their regulations are unacceptable,

particularly Belarusian, and that’s why co-operation is difficult.” (Respondent 12)

“Both their regulations and our regulations impose quotas for bringing goods across the border, visas
are expensive and they do not give them [to foreigners], so the frequency of trips is decreasing, prices

there and here are becoming even so trade is getting less and less profitable.” (Respondent 2)

“Social insurance contributions are very high — almost 900 zloties. Petrol is expensive, costs are ever
increasing and profits are decreasing. The legal regulations of Belarus, Russia, Ukraine and Poland
are making it difficult to come to Poland.” (Respondent 3)

If business is illegal, there occur other problems associated with potential
confiscation of goods and imposition of financial penalties:

“My business is illegal. | am running a risk and | am stressed. | must be alert in case | must run away.”

(Respondent 6)

“There is a risk that | could be caught by the Municipal Guard or other public officers. | do not have on
me a large amount of cigarettes. | keep alcohol in a stash on the market place. Everybody warns each
other about the guards and when | learn that they are here, | go away and stop selling.” (Respondent
6)

5.4. Evidence of Change over Time, including Curren  t Trends and Future

Prospects

The decreasing number of customers is what affects the respondents the most. It is
followed by poorer sales and a drop in turnover. This is caused by difficulties in the
availability of visas, stricter border controls and the diminishing need of foreign
partners to make purchases in Poland caused by the growing assortment and
decreasing prices of goods in the countries foreign partners come from.

“There are very few buyers from Russia, Belarus, and Ukraine. They used to constitute 80% of

buyers, now - 1 %.” (Respondent 5)

“l used to sell almost exclusively to Russians, now maybe once a month. Now mainly Poles are

buying from me (people from Brest and TIR truck drivers)” (Respondent 2)

“There are ever fewer buyers from eastern countries since one can buy such equipment there and

they say it is even cheaper.” (Respondent 8)
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“Co-operation has deteriorated over the past few years. Ever fewer people come from the east. They
buy less since they have no money and prices at which they can sell the goods are almost equal to
those they pay at home.” (Respondent 11)

“There is no interest on the part of the Russians. Ever fewer customers. We can’t cope with it, we
simply quit buying and selling.” (Respondent 1)

“Income (...) over the past few years has very much declined. Wholesale trade has virtually subsided.
Earlier on regular customers used to come, and if they accepted the goods, ‘once they started to buy,

they kept on buying from one supplier]” (Respondent 2)

“Over the past few years, the number of tourists from the east has declined — fewer of them come
from bordering countries.” (Respondent 12)

“Now | sell small quantities. Before Poland joined the EU, potatoes, onions and cabbage were sold in

large quantities.” (Respondent 4)

5.5. The Role of Trust

Most respondents (10 people) were cheated at least once in cross-border co-
operation. It took various forms: theft of goods, trying to avoid payment, sale of
damaged or sub-standard goods. Respondents usually did not take legal measures
due to minimal losses or the illegal character of their business.

“[It is a problem with] the Russians cheating. Many of them had paid for products several times in a
row, and so next time we gave them products on consignment, and then they never came back —

disappeared. We simply did not sell on consignment any more, all deals were in cash.” (Respondent
1)
“When | was selling denim clothes on the market, “buyer” simply snatched a pair of jeans and ran

away. My business was not legal, so | had to come to terms with it.” (Respondent 5)

“(...) I was once cheated by a woman, who | supplied with products which she sold. | used to come,
collect the money and go on shopping. Once, when | left her a bigger portion of goods and came to
collect the money she was not there, and neither were the goods. | had to come to terms with it — it

was in Belarus.” (Respondent 7)

“The seller sold me stolen equipment and | was in trouble. | could not earn my money. Since then |

take precautions when | buy from a third party.” (Respondent 8)

“Yes, [| was cheated] once. | do not make use of this person’s services. | learned my lesson from this

fact. | did not take any legal measures.” (Respondent 11)

“[Fraud happens] often. If there was no other way | came to terms with it. If possible, | made a row

and collected the payment. Sometimes | used force (a slap on the cheek)” (Respondent 3)
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As another source of risk, besides possibility of being cheated, respondents mention
the possibility of losing their goods due to the illegal character of their business.

“| sell cigarettes in a public area, next to a big supermarket, so | must watch for the Municipal Guard
and other public officers since they can take my goods away. | may be fined (it has happened). They
may search my home. | keep my goods in a different place. | carry only small amounts of goods in

order to lose as little as possible in case | am stopped by the Guard. | simply run often to the place

where | keep my goods. It is not far away.” (Respondent 6)

“They may take away the goods even after | have crossed the border, but up till now this has not

happened to me.” (Respondent 7)

“There is a risk that | could be caught by the Municipal Guard or other public officers. | do not have on
me any large amount of cigarettes. Alcohol is in a stash on the market place. Everybody warns each
other about officers and when | know that they are here | go away and | stop selling.” (Respondent
14)

Most respondents (9 people) have not noticed any sources of risk with regard to their
businesses. It results from their experience and practice, which makes them, as was
the case with the surveyed businessmen, to accept only cash payments.

“l do not see any risk, | have never sold on consignment like others do, so the risk is very small.”

(Respondent 2)
“There is no risk at the moment since | practice payment on delivery.” (Respondent 3)

“There is no chance of cheating in retail trade. In wholesale yes — but when | remind them, they do
pay since they want to do business.” (Respondent 11)

The examples named by respondents indicate that trust in foreign partners is limited.
Despite common cultural bonds and a feeling of mutual identity declared by the
surveyed cheating attempts made by foreign partners may negatively affect the
development of co-operation. Despite the declared affection for foreign customers, it
is a common practice, as was the case with businessmen, to accept payments in

cash only.

5.6. Enlargement-related effects

The vast majority of respondents (13 people) negatively assess effect of Poland’s
access to the EU. The most often mentioned result of Poland’s joining EU is a limited

access to the neighboring countries (the effect of introducing visas) and
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consequently a diminished number of customers. Another problem indicated by
respondents is the quotas imposed on goods both exported and in imported:

“[EU enlargement] made it worse. It is more difficult for foreigners to come here. Export is more

difficult. Visas are expensive.” (Respondent 3)

“[EU enlargement] reduced Belarusians’ access to Poland. Imports and exports have diminished.”

(Respondent 6)

“[EU enlargement] reduced to a considerable extent trade with the neighboring countries.”
(Respondent 5)

“[EU Enlargement] limited our access to the neighboring countries. One can bring less and less petrol,
cigarettes and other products legally across the border. That is why | take a risk and bring across the
border quantities slightly exceeding the limit and | come and go more often.” (Respondent 7)

“[EU enlargement] hindered and reduced [co-operation] — ever fewer people come, visas are
expensive, legal and formal restrictions are growing, quotas on exports are imposed.” (Respondent
11)

“[EU enlargement] reduced contacts to almost nothing — if they buy something once or twice a week,
that's about all.” (Respondent 15)

“The number of visitors has decreased, and consequently the number of shoppers.” (Respondent 8)

Only one respondent assessed that EU enlargement had no effect at all, another one

said it had positive effect.
“It is as it used to be although there are fewer shoppers from the East.” (Respondent 10)

“There are fewer Russians now selling cigarettes so we sell more.” (Respondent 14)

EU enlargement is perceived by respondents only in a negative way, since according
to them it considerably hampered co-operation as far as a number of customers and
income from cross-border business are concerned. The positive results of EU
enlargement (even if they occurred in the surveyed area) are most obviously not

experienced by respondents or are not identified by them with the enlargement.

5.7. Policy Issues Identified

The respondents have identified four groups of problems. First, problems with
crossing the border (associated with the introduction of visas, stricter customs
examinations on the border) resulting in a reduced number of foreign buyers.
Second, quotas on goods moved across the border. Third, Belarusian legal
regulations hampering cross-border co-operation.
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“If it were not for quotas we would be selling foodstuffs not in kilograms but in hundreds of kilograms.”
(Respondent 4)

“[Belarusian customs] regulations to a considerable extent hamper, and in certain cases even make
co-operation (...) impossible.” (Respondent 5)

Respondents mention also the Tax Chamber and the Municipal Guard checkups on
marketplaces and a possible loss of goods (this is vital if the business of the
respondent is illegal or the respondent is a foreigner, see section 5.5).

“I must be very cautious since | am Armenian and | am more often controlled.” (Respondent 10) (her
business is legal)

One of the respondents claimed that local authorities could not solve problems since

they depended on the central authorities, which had the final say.
“Local authorities can do little, because everything depends on central [authorities]” (Respondent 2)

Five respondents stated that they did not see any problems associated with

regulations whatsoever.

6. Conclusions

Bia a Podlaska is a county which has vital problems:
marginalization (the loss of Province status and transfer from NUTS 2 to NUTS
3 level) and location outside the center (relatively poor communication with
Province’s capital and with the rest of Poland)
(economic regression, dominance of agriculture, the fall of large production
plants, development of sectors financed with public funds; health service and
education),
considerable inter-regional differences (concentration of non-agricultural
activities in the region’s capital and poor development of business activities in
the remaining part of the county),
(not exploited advantage of border location, substantial but undercapitalized
transport and border infrastructure, poorly prepared investment land,
competition from the special economic zone in Brest),
depopulation (emigration of young people, aging of society).

The above mentioned factors are aggravated by the following:

46



differences in the political systems of Poland and Belarus,
change in the character of Poland’s eastern border, which at the moment of
integration with European Union (2004) turned into European Union’s external
border and since the end of 2007 started to be the outer Schengen border.
It is estimated that:
“All features of the border location of Poland’s eastern parts are of negative character: location on the
fringes from the European perspective, a lack of deeply rooted, positive institutional traditions,
neglected social and economic infrastructure and lack of coherent foreign policy on the part of
European Union with regard to East European countries. There is no simple formula for the
development of these territories. Even a location next to a big eastern market in view of the poor
economic development and unstable political situation of Poland's eastern neighbours cannot be
explicitly regarded as a chance for development of this area.” (Szmigiel, 2004)
All this creates specific conditions in which Polish-Belarusian cross-border co-

operation develops.

6.1. Overall Assessment of CBC in Region

Cross-border co-operation with Belarus was established and still develops on the
basis of geographic proximity, common history and culture, and similarity of
languages. It additionally has a solid legal base (inter-governmental treaties and
agreements signed by patrticular city, county, and commune offices). At the moment
however, it encounters numerous barriers among which the most important are
politics and the border.

Entrepreneurs are willing to develop trade co-operation with the East. Nevertheless,
the current regulations, and atmosphere are not conducive to such co-operation.
First of all, EU extension changed to a significant degree the number of trade
contacts with the East in the SME sector. On the one hand, it is a macro-economic
effect, and, on the other hand, entrepreneurs have a better possibility to initiate trade

contacts with western partners, anyway they seem to be more attractive for them.

6.2. CBC: Enlargement Related Issues Emerging

The rich history of cross-border institutional co-operation dates back to the period
when Poland functioned within the former socialist bloc. The beginning of the 1990s

and the Polish transformation were a further stimulation. It was reflected in the
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territory of the Bia a Podlaska county in the creation of the Bug Euroregion (1995)
and signing of agreements on co-operation with the Brest region (2000, 2002). The
survey shows though that at the moment the co-operation is undergoing a crisis.
Poland’s eastern neighbour and its policies are to blame. One cannot rule out though
that the reasons of the present problems are related to the present character of
eastern borderland, which aims at dividing neighbours, and not bringing them
together. In so far as in the European Union borders became more penetrable and,
eventually - lost their border function, the external borders became “harder” (visas,
strict control of personal and cargo traffic, the Schengen information system).

“Polish eastern border is an experimental field (...) for introducing a border/barrier to all sorts of
pathologies but also to immigrants unwanted in the EU and the majority of non-institutionalized forms
of contact, and a border/filter for institutionalized economical and social co-operation. (...) in the case
of an open border, there might exist an effect of synergy. However, as it was demonstrated, the Polish
eastern border is to be penetrable only to formalized contacts. Thus, administrative contacts should
become a factor for the construction of a synergy effect. However, a stable, institutionalized network
of co-operation on a regional level with eastern was not found.” (Szmigiel, 2004)

It was and still is a drawback to Polish-Belarusian institutional cross-border co-

operation.

Something similar happens to co-operation between enterprises. The post-
integration tightening of the eastern border caused an increase in formalities
connected with border crossing. For SMEs, this has meant an increase in
procedures and time lost on crossing the border. Additionally, the access of Polish
goods to the Belarusian market has been constrained by high duties and the VAT
tax. Several barriers and non-tariff constraints have been introduced and
administrative regulations discouraging co-operation. The situation was additionally
complicated by changes in the character and nature of the Belarusian market.
Consequently, the last few years brought about a decrease in the number of

customers and volume of turnover.

6.3.Co-operation and Clustering Related Issues

Both local and provincial authorities, as well as business support institutions are

involved in cross-border co-operation. Most communes in the area of the county and

the city of Biaa Podlaska have numerous formal co-operation agreements with
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partners from Belarus. Unfortunately, they do not result in any tangible actions,
beside courtesy visits, or exchange of experience. Apart from the meetings, Polish
local authorities initiate cultural and sports exchange. Most business support
institutions do not engage in cross-border co-operation, except for the Biaa
Podlaska Chamber of Commerce (especially through business missions, and
sectoral meetings of entrepreneurs) as well as the Bia a Podlaska Association for
Regional Development (cross-border tourist projects). The main difficulty in the
development of cross-border co-operation are the consequences of the post-
integration border sealing and tense relations between the countries of Poland and
Belarus on the national level, which has largely limited the co-operation between
SMEs in the region — it is mainly due to formal requirements related to crossing the
border and the problem with shipping goods. This hampers the transformation of the
present potential, particularly in the field of tourism, into vibrant, rapidly developing
cross-border clusters. Other barriers involve a lack of experience and tradition, lack
of a potential leader of a cluster, and what is most important — lack of the habit of
co-operation, which well illustrated by a following statement:

“The Foundation of Local Development was established at the Chamber of Commerce. It made
produce with the help of German consultants a Study of Development of the Bia a Podlaska Province.
We were not in a position to supply all the money; we wanted to obtain financing from pre-accession
funds. As a matter of fact, we spent part of the money on German consultants since we were only
starting to learn and our situation was very different then. Later on, we were able to create projects
ourselves. But our main project was focused on a Logistic Centre, while in Poland little was known
about logistics. The project was taken into account in Poland’s transport policy. German consultants
helped especially in creating a feasibility report for this project with the money from the Transfer fund.
Unfortunately, the project was not carried out due to lack of capital, the company’s shareholders did
not take the investment risk. Another reason was a conflict between railway and road transport. They
were competing with each other instead of fighting foreign carriers. Two serious partners decided not

to participate: the railway company and PKS Multi Spedytor. Other huge transport companies would

have participated if the agreement with the railway company had been made.” (MR)

6.4. Identity and Perception-Related Issues

There are a lot of cultural similarities between Poland and Belarus. The area of the
Bia a Podlaska and Brest counties was formerly inhabited by Slavs. Eastern Slavic

communication routes between the East and West traversed their land.
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Moreover, the historically conditioned presence of Belarusians in Polish eastern
territories gave rise to the chach acki language, which is a mixture of the Bia ystok
dialect and northern dialects of the Ukrainian language spoken in present-day
eastern Poland (mainly in Podlasie). There are numerous ethnic minorities on both
sides of the border and family connections give rise to frequent mutual visits.

At the moment, however, we are facing an alarming process in which both
communities are drifting apart. The eastern border is the main reason, it divides the
countries more and more. In as much as this process is not observed among the
older generation, it becomes clearly visible among younger people. Young people

are “turning away” from eastern neighbours and look towards “the West".

6.5. Trust- and Learning Related Issues Emerging

Common history is obviously a factor building mutual trust. For many centuries
Belarusians were linked to the Great Principality of Lithuania, and they remember
being part of the former USSR. Both Poles and Belarusians share a common
understanding of certain matters, events, and they find it easy to communicate.

Respondents stated that this helps them in mutual contacts.

However, in the 1990s, Polish and Belarusian entrepreneurs experienced different
forms of dishonesty, which limited mutual trust. An additional limitation for Polish
entrepreneurs is the fact that it is impossible for banks to check Belarusian
entrepreneurs' creditworthiness. With Poland's accession to the EU, mutual visits of
Poles and Belarusians lost their previous character. Mutual relations are affected by
the difference in the political systems of both countries. What is more, Belarus has
become a less attractive country for Poles. The surveyed people emphasize that
they cannot learn much from Belarusians. Moreover, they start to show feelings of

superiority with regard to their Belarusian neighbors.

In the Bia a Podlaska County itself, the Belarusian minority is the most numerous.
Trust is built upon a network of informal contacts. Representatives of institutions
point out that when they want to arrange for something they call their direct
acquaintances. Polish membership in the EU caused that the environment is not

conducive to building trust.

50



6.6. Policy and Governance Related Issues

Institutional policies supporting cross-border co-operation in the region are very
limited. They are mainly based on the activities of the Bug Euroregion, which,
according to respondents, are hardly effective. The last two initiatives were the TRIC
programme and the Poland-Belarus-Ukraine Neighbourhood. A significant initiative
supporting cross-border co-operation is the establishment of a Belarusian Consulate
in Bia a Podlaska. Regional policies supporting SMEs activities are mostly based on
entrepreneurship promotion, education, training, and consultancy for people willing
to start business activity. It is mainly the Bia a Podlaska Association for Regional
Development that is involved in policies supporting SMEs in cross-border co-

operation by carrying out cross-border projects, mostly in the field of tourism.

Co-management in the Bia a Podlaska County is based on informal contacts. Main
institutions from the private and public sectors in the region have regular information
exchange and flexibly adjust to market demands. The local authorities are actively

involved in all activities organized by local entrepreneurs.

6.7. Future Prospects for CBC.

The basic areas of future cross-border co-operation involve first and foremost: road
infrastructure, education, health care, social aid, environmental protection -

regulating parameters and standards.
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