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THE CHALLENGE OF SOCIO-ECONOMIC
COHERENCE FOR POLAND’S ECONOMIC
POLICY IN CONTEXT OF TRANSFORMATION
PROCESSES

Michat Gabriel Wo zniak*

Introduction

Sgnum specifikum of modern European model of capitalism that is\ggirojected by
EU convey the idea of competitive harmony with caihtoordination of strategies
realized by goals being endorsed by various EUrwgad individual countries through
open procedures. This dual approach of regulatiomied at guaranteeing socio-
economic coherence in a spatial set-up.

Socio-economic coherence is understood in EU-mdichs harmonizing economic
efficiency and justifiable social inequalities dwdtted in spatial set-up. Thus, there
arises a question about the applicability of, sdemstood, policy of socio-economic
coherence, to solve real social and economic pnoble the post-socialist countries.
The aim of the paper is to present Polish expegiémthis policy.

The author advances an hypothesis that efficiefitypoequires an holistic approach.
Thus, the application of state regulatory actigitie needed to harmonize quality of life
in all aspects of human existence. In this contthd, paper discusses successes and
failures of Polish policies as practiced sinceitttieduction of market economy, as well
as prospects of attaining socio-economic coherendeg to her accession to EU.

How is the EU socio-economic coherence understood?

The idea of coherence policy is widespread in thstrimportant EU documents. It was
introduced by the Treaty of Rome and proved byBheTreaty. Thus, the idea of this
policy was evaluated by many economists of varitesretical streams. The analysis
conducted by Wim Kok (2004), and publications of WV. Lewis (2005), W.
Bienkowski and J.J. Radlo (2006), S. Golinowska (2002),Klamut and E. Panek-
Cybulska (2006), and A. Kukigki (2009) are well known in Poland.

The idea of coherence is understood in EU docunmestsarmonizing socio-economic
development processes while eliminating dispropogiin regional development. It's
goal is to set real convergence processes in metiuoh is understood as reducing
disparities in social prosperity in spatial set-&zonomic coherence is attainable by
strictly following model indicators of economic jf@mance very often measured as
GDP per capita or modification of it through econo aggregates. Social coherence,
on the other hand, should guarantee the attainm&nmnhodel indicators of social
development, especially in reference to the labuarket and living conditions with
emphasis being paid to eliminating poverty, exdnsind marginalization.

! Cracow University of Economics, Applied Economy Bement, ul. Rakowicka 27, 31-510
Krakow, Poland, e-mail: wozniakg@uek.krakow.pl
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The search for economic coherence is a follow-up/est European idea of integration.
Solidarity, democracy, respect for human rightghtiito freedom and self-identity as
well as the principle of financial support for tip@or by the rich were acceptable
fundamental values in post-war Europe. Althoughgheciple of solidarity is accepted

as fundamental, it is undergoing crisis in its confation with hard principles of global

capitalism. Other values and principles of inteigratre likewise being verified. They
are being validated in the latest EU governing doents. According to article 111-220

of the reform treaty “The EU is aiming at reducirggional disparities of the least
privileged. As for the regions here mentioned spegitention is paid to rural regions,
areas undergoing industrial and territorial transfation, which are suffering

consequences of serious and perennial natural ambgraphic difficulties such as the
most northern sparsely populated regions as welllaas-border and mountain insular
regions”.

Such an approach to socio-economic coherenceiéysttonnected with the process of
harmonizing institutional order, regulatory andiabpolicy mechanisms. The decisive
factor of socio-economic coherence in EU counti;sgompetitive harmony that is
supported with policies of harmonizing economicicééincy and justifiable social

inequalities cultivated at union, national, regioaad local levels. This is corroborated
by the desire to eliminate development barriersdpeesults of economic and social
disparities, as well as aiming to ensure qualifg fior local societies free of the
consequences of civilization’s underdevelopment.

The implementation of socio-economic coherence Wwithinvolvement of mechanisms
and instruments of central coordination of strageginder market economy, however,
leads to subordinating various procedures for harmig aspects of human life to
political objectives. In practice, this seeminghgatly complicated process is reduced to
the elimination of regional growth disparities. Bpean Commission experts and
officers have viewed regional disproportions askég obstacle to political and market
integration, as the source of socio-economic ceatsfland economic growth that would
permit bridging the development gap with more depetl countries.

The attainment of socio-economic coherence is, kewemore complex than is

reflected in the model indicators adopted for Elanping procedures. First and
foremost, it relies on autonomous processes coedegith the state of human and
social capital as well as on institutional markgttools. This is not meant to underrate
the importance of from-the-top initiated stimulihdre exists no other way except by
exploiting awareness and taking steps to test @ddiegenuity in creating standards to
improve functioning of markets. These activitieseshenot be underestimated. In
undertaking these steps, local irrationalities inimlan and social capital development
cannot be overlooked.

Thus the fundamental issue of central coordinatibrstrategies is the creation of
institutional and material forum for the populatiza of thought and performance
principles aimed at realizing personal benefitslevhecognizing the functional utility of

interested persons as regards improving life qualiall areas of human existence. It is
all about harmonizing development not only in areasconomics, consumption, social
or political but also in technology, nature andlbgy, thought (human capital) and
divine.
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Some inherited economic incoherencies in Poland

Poland inherited an economic structure that ishiecent with demands of open markets
from her erstwhile centrally planned economy. Timsoherency is evident in not
relating production patterns to demand in open mtarkhigh indicators of material use
in production with its associated low efficiency plfiysical capital, labour which in
essence led to low real incomes and incapabilitghef economy to service foreign
credits. Spatial planning also led to territorialcaherency. Preference for the
development of heavy industry or giant complexeseirtain regions led to pathological
development of old regions with strong labour cldsst manifested itself in form of
(Kuklinski 1983, pp. 21; Potoczek 2003, pp. 263):

» predatory exploitation of natural resources, olisodmergy transmitters, intensifying
water and air pollution

+ discrimination in the demand for technical infrastural, social, agricultural forestry
development as well as not keeping up with techyiokd progress,

« faltering and inefficient urbanization although yheere able to develop few new
industrial regions, expand several large compaaie$ to locate several smaller
industries in rural areas.

Marketing processes were to amend the consistémthgasing incoherency with the
global economy through the unification of regulsteystems to achieve competitive
harmony which should in effect yield the marketimgpdel that operates in EU. The
Polish economy has thus become coherent with memletions existing in EU but has
not yet been concluded in certain aspects of réiggledharmonization process. Such
areas include uniform monetary system, cooperatiorareas of coordination and
implementation of fiscal policies, harmonization tdx system, procedural and
institutional solutions in respect of social issues

As regards practical issues, it turned out thatstrocting socio-economic coherence
based on marketing principles is an unusually cemplocess. This view is validated
by results of empirical studies not only in itseimtational context but also internally,
including regions and sub-regions. Although somestantial success was achieved in
respect of economic coherence, it was, nonethedésshuge social cost which resulted
in non-realization of issues of social coherengwstigjating pro-effective corporate
performance lasted much longer than initially pkehmvhilst the opening of the market,
though with care, exposed the competitive weakrsesErational enterprises especially
at times of worsening economic climate. Althougkeajrsuccess was achieved, the
lowest indicators in respect of development catghip among new EU member
countries were registered in Poland just beforedoeession to the EU. Such areas of
concern according to Eurostat data include (séée th):

» GDP per capita which was just 52.3% of EU27 aveliag2006 (Latvia — 52.5%;
Lithuania — 55.5%; Slovakia — 63.5%; Hungary — €8.9stonia — 65.3%, Czech
Republic — 77.6%)

« employment level of 51% for 2004 was the least agnoew EU member countries
from Central and Eastern Europe as against the@B#érin the other countries,
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* FDI inflow amounted to 0.4% of GDP in 2004 as agaiver 1% of GDP for other
new member countries, which amounted to $1,500ppeson in Poland as against
$3,000 for other new member countries,

» consistent fall to 0.5% share of R&D expenditurasG@DP in 1997 which has
remained the east among EU27 countries since indagrown significantly,

» the disparity between highest and lowest quintaincbme levels among EU27
which equaled 6.6 in 2005 was relative high in Rdl@omparing to other new
member countries.

The process of political transformation resultedvimrsening disproportions in regional
development in Poland. The economic crisis exatedb#raditional disproportions
between less developed regions of eastern Polaithwhmade up of extensive rural
area, small and medium sized towns dominated biapsihg industries and regional
development characterized by varied economic siract developed transport
infrastructure, a well developed business enhandirggitutional framework, well
equipped with human capital and enterprise culasrevell as higher than average cost
of living and remuneration.

Studies of regional convergence show that Polarddguntry with a much established
spread of relative GDP per person both within trevimces and sub-regions. This trend
is accompanied by relative poverty of provinces dagendent sub-regions which are
often large cities. The only observable model afvergence in Poland is that of club
convergence at NUTS 2 and NUTS 3 levels, i.e. itdependently growing similarity
of most wealthy and least wealthy regions (Woj2B07).

Delaying issues of social coherence

The threats of public finance crisis that danglegroPoland in the 1990s and the
pressure of liberalization adopted from the Wastningconsensus made subsequent
Polish governments treat, as part of reforms ua#lert by them, issues of social
harmony as marginal, especially the intensifyingparty and income disproportion,
corruption, medical conditions, upbringing and etiomn, combining professional and
family life, declining population and befitting agg. Marginalization of social policies
prior to the accession of Poland to the EU was mpiished at the instance of
foreseeable huge costs of access to EU which hiad tmvered from the central budget.
The burden of paying about 2 billion Euros to the Huring first few years of
membership and that of 20-25% personal input tiepte realized with structural funds
as well as delays in respect of accruing benefitamf co-financing structural
programmes and social coherence made it impogsilike any actions in this respect.
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Table 1: Indicators of economic development for 10 new EU-Members states

icator | GDP per capita (PPP) Employment rate as % of EDI as % af GDP R&ED expenditure as% of | Income quintile share
EU-27=100 labour force e Gop mtio

Country™| 2004 2006 2008 | 2004 2006 2008 2002 | 2004 2006 2008 | 2002 2004 2006 2007 | 2005 2006 2007
Bulgaria 337 365 400 | 542 586 640 02| -08 0.5 14| 049 035 048 043 3.7 5.1 3.7
Coech | 951 776 804 | 642 653 666 03| 09 10 09| 12 125 155 184| 37 35 38
Republic
Estonia 572 653 672 630 681 698 1.8 22 6.7 42| 0.72 08 1.5 1.14 59 5.5 5.5
Latvia 457 525 557 | 623 o603 636 0.0 0.8 0.9 06| 042 042 070 059 6.7 79 6.3
Lithuania | 505 555 613 | 612 63.6 643 0.1 1.2 1.0 07 066 075 079 082 69 63 59
Hungary 631 635 629 368 573 3567 04 1.1 167 288 L0 08 100 087 4.0 55 3.7
Poland 506 523 575 517 545 592 0.1 0.4 2.6 07| 0.5 05 056 0357 6.6 5.6 5.3
Romania 340 383 458 | 577 S8.8 590 0.0 - 03 <01 038 039 045 053 4.9 53 7.8
Slovenia 864 B76 BOR| 653 666 6B6 0.8 1.4 24 26| 147 L40  LS6 145 34 34 3.3
Slovakia 571 635 T19] 570 394 623 00 f -0l 0.9 03] 057 051 049 046 39 4.0 3.5
Seirce; Furostat data, www.gurosiar ec.envopaen, date of extraction; 25 Aug 2009
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This does not, however, mean that issues of sools@rence were never dealt with prior
to EU membership. Until then they had been carmigidin the context of rationalization
of social expenditures. Such actions were takerremlty with a desire to curb social
problems but to put in check the rather high buddeficit and threats of being
entrapped in foreign debts. It is worthy to re¢hlit Poland in 1990 inherited external
debts amounting to 77.9% of her GDP from the céiptpdanned economy (Wamiak,
1997, p. 84). This was even after the debts had bestructured with the cancellation
of 50% of the debts owed to the Paris Club in 188d 45% to the London Club in
1994. Excessive investment growth in relation taihee of payment capacity during
1995-1998 together with the recession that follotwexight Poland under the threats of
being entrapped in foreign debts once again.

Steps taken to rationalize public expendituresuidet! the following:

» departure from pay indexation in 1996 in favour pEy-price mechanisms, its
reduction to 20% in 1999 as well as its limitattonprice indexation and restraining
automatic indexation of benefits beginning in 2004.

* restricting jurisdiction in disability system wawpdk in 1997 which made it possible
to obtain surplus resources for pension funds;

« limiting criteria for granting social protectionrfthe unemployed which resulted in
only 15% unemployed receiving allowances in 2003,

» refusal to raise in real terms expenses on eduxcdtealth care and social welfare
which inevitably meant significant reductions iralréerms per beneficiary due to
inflation and fast growing costs in these sectors.

The outcome of such social policy was a drastidigedn quality of social development,
increasing destructive conflicts and social ineitiesl that lead to widening poverty
which finally culminated in civilizational backwamdss of some social strata and
regions.

Some experts have not only accused subsequentrgoeets of lack of professional
will and disrespect in issues of social coherengediso of abuse of the commonly
understood liberal economic harmdiiy trying to enforce national fiscal stability. In
reality, balancing close to the brinks of beingrepped in foreign debts coupled with
excessive state budget tightening left no meaningfaneuvering space for social
coherency.

Strategic targets of socio-economic coherence pgli;y Poland 2007-2013

The issue of socio-economic coherency could anddddhad to be taken up only after
crossing the threshold of fast economic growth arwkssion to EU. Poland’s access to
the EU meant her inclusion in the implementationook of its key policies, i,e.,
coherence policy whose objective is to promote loaious development of the entire
EU25 territory through activities that enable thetailing of disproportions in levels of
regional development. Owing to these activitiesngan the area of social, economic
and territorial coherence of individual countriesiahe Union as a whole as well as the

! Similar opinions were expressed by Z. Sadowskikdwalik, S. Golinowska and others at a
forum by the Council of Socio-economic Strategie§: Racjonalizacja..., 2004).
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bridging of development gaps and convergence wiltkerocountries and regions can be
anticipated.

Every member state benefiting from EU funds prepaom the basis of EU Strategic
Principles, a National Framework Strategy for 2Q0¥E3 to enhance economic growth
and job creation, the National Coherence Stratéldyis document enunciates an
analysis of the socio-economic position of a cournd its regions, formulates the
country’'s key developmental challenges for subsegueears as well as states
objectives aimed at achieving the Union’s coherandbree aspects (economic, social
and territorial), allocating financial resources fbeir realization of each programme
and schemes.

A synthetic measure of the degree of realizatiorstedtegic objectives is the rate of
decline in GDP per capita at national and regidexals. Currently, this index is about
50% of the prevailing EU25 average. The implemémtabf NSRO objectives should
raise this index to two-thirds of EU average. Sunstg such rate of real convergence
would have allowed the attainment of EU averagevtitdevels within the lifespan of
one generation. The detailed allocation of stradtéunds as well as coherence funds
for 2007-2013 is presented in table 2.

Table 2: Allocation of EU Structural Funds in Polard for 2007—-2013

Structural Funds Amount in billion Eurog Contributiof total
budget (%)

Infrastructure and 27.9 41.9

environment

Regional Operating 16.6 24.9

Programs

Human capital 9.7 14.6

Economic Innovation 8.3 12.4

Development of Eastern 2.3 3.4

Poland

Technical Assistance 0.5 0.8

Source: www.funduszestruktural ne.gov.pl

The global financial crisis impacts of which lead decline in average rate of GDP
growth during 2009-2010, increasing unemployment @eteriorating state of national
and local governments will dampen the realizatioh the National Strategic
Development objectives set for 2009-2013. Hencenthee crucial are the challenges
facing socio-economic coherence policies. This izad#l for the release of huge
resources from Structural Funds and Coherence Fdundlsg the years burdened with
effects of the global crisis, for ensuring finahciavestment resources through an
expansive monetary policy and acceptable fiscdepeaces within a harmonized fiscal
system as well as by holding back declines in iidtedemands especially from those
most strongly touched by the crisis.

General-system problems of efficient model of sazieconomic coherence

Mechanisms for attaining socio-economic coherersae mot been fully comprehended.
In case of extreme model solutions, it is assunhed this process is achieved either
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through spontaneous growth generated by efficiaarkets as a result of which linking
resources with results becomes more effective,hoough the intervention of state
authorities. In practice however, we observe therptay of mixed mechanisms. The
influence of global liberal economy, territorial sasiation of production and
development, the concept of grass-root regionaleldgwment often referred to in
publications as a local development concept isectly gaining popularity. This
concept is replacing earlier paradigmatic state agament of regional development
processes, coherence initiated from above. The #tathe new dispensation plays a
complementary role by setting up institutions, fiastents and procedures to mobilize
the local populace (Gorzelak 2000, pp. 99-102).

Grass-root initiated local development is basedhiyain a region’s internal resources,
tied with the specifics of the local area as wedl external situation. Faced with
contemporary challenges, the role of non-mategatdrs — especially those connected
with social and human capital (social ties, cultared performance in their widest
meaning as well as the view of local populace orovation) — is being emphasized
(Hrynkiewicz 2000, pp. 53-55). Though, several amhquestion the ability of grass-
root initiated mechanisms to bridge developmentsgapregions with weak internal
potentials. Halting the vicious peripheral, soctm@omic incoherency cycle requires
the attainment of the so-called “critical mass™téas that inspire processes of adjusting
to development challenges (Grosse, 2007). Whenoines to Poland, external
development incentives in the form of public assise based on principles of
subsidization offered by national governments ahdl dtipport funds for innovative
activities of local businesses, transiting int@arhing region, inflow of external capital,
as well as infrastructural development are applecab all regions. We are, however,
confronted with the difficult issue of diversifyintpe intensity of allocation of public
assistance. The burning question is if it is pdedit» halt the vicious circle of poverty in
regions where weaknesses in internal potentiale pagh risks of efficient utilization of
inflowing external assistance. Consequently, tiereeed to identify the initial motives
for business location, factors facilitating grovethd encouraging stagnation as well as
capacity to develop competitive potentials.

It is hard fostering enduring competitiveness andeavironment that facilitates the
achievement of self benefits through activitieseotéd at the customer and common
goal by applying activities that improve micro-eoaric efficiency in isolation from
self-responsibility. This short-sighted strategys haegative effects on long-term
economic efficiency and social coherence. It is etimes a justifiable perverse
resistance against legislative control of competitharmony which in essence is an
impediment to the state being furnished with effectools in its anti-corruption fight.
It eventually imposes nationwide or even intra-oigational norms that encourage
esteem which does not facilitate legal transparesmeg ordinarily do not serve to
introduce standards of quality of life, work, pubbervice or protection of spiritual
values that strengthen subjectivity and dignitytted individual or social groups that
have survived the passage of time.

The key challenge of institutional harmony thatamies socio-economic coherence is
the elimination of institutions that protect pragies not justified by economic
effectiveness and social responsibility. Nevertbglet should be remembered that
economically harmful and socially unjustified ptéges are often the product of
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despotic manipulation of the majority by the pobti media or legal elite of
responsibility (immunity protection and insuffictercontrol due to very weak
institutions and citizenry).

A law-abiding state that is mindful of the fact th@mpetitive harmony and social
coherence cannot be a weak nation, devoid of piisei of fulfilling its duties. The
effective fulfillment of these duties, even wherciaged by higher regulations, can be
difficult in view of the specificity of the localuman capital, inherited absurdities in
human capital development, differences in regi@wnomic development as well as
other barriers. Recognizing this specificity ofdbproductive resources will be helpful
in introducing methods of coordinating developmsinategies that is being promoted
by the EU. Although these are time consuming procesiand are threatened with the
risk of consensus and huge transactional costs,qgtlestion that arises is of the
availability of any other more effective method f@rmonizing growth in all spheres of
human existence. The alternative for sure is mackerdination as a part of global
competition that would enhance higher economic ciefficy for entities with
technological advantage in areas of human and Iscaf#tal as well as institutional
solutions. This alternative is however always saddlith problems of social coherence
and high poverty rate, exclusion and the incapgbsiyndrome. It should be noted,
however, that without the civic society all actieg that aim at socio-economic
coherence would yield half-hearted results. Itngpadssible to create a civic society
without knowledge and motivation that would enathlem co-operate for the common
good of local societies, social responsibility cémbers of representative organs for the
development of local societies. The way towards tibjective is through appropriate
institutional reforms that compel changes in praced of performance in public
administration.

The fact is that increasing productivity of actie has become a much more urgent
challenge for Poland and other new EU member cmsnthan to its earlier signatories.
These countries are facing the challenge of redutihe development gap. This is
similar to harmonizing development in traditionaettrs and new economies (ICT) or
eliminating absurdities of human capital, instibutl barriers to businesses or creating
law-abiding governments and civic societies. Altfjouboth globalization and
regionalization exhibit similar growth challengesespective of economic, political or
social settings national economies do not imposéogous responses. Effective growth
stimulation processes by the state require thetatiap of performance methods to the
hierarchy of goals and their degree of urgency whitvays manifest themselves in a
given social and material environment. The creatibrsocio-economic coherence in
Poland at the beginning of the 21st century reguaeerall transformation that will
facilitate the adaptation of territorial developrném physical, cultural, economic and
terminological aspects to the demands of a commarofean market. This for
economic policy means being ready for opennesspetitiveness, efficiency, fairness,
innovation and exploiting the strength existingairvaried local society (Conception,
1995, pp. 41-43).

Local boundaries for socio-economic coherence pajic

Despite Poland’s assumption of EU acquise commairautbusinesses continue to
function in an institutional environment plaguedhwpost-communist burden of thought
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patterns and behavior that tolerate varied prieitefpr selected employee, political and
business groups. In social environment dominatethjogtice and with interest groups

wielding varied penetrating powers, liberalizatioan be threatened, as it can be
exploited to acquire new privileges.

Poland is a country highly prone to outflow of humeapital due to its excessive
growth and not being aligned to demand trends énlalbvour market as well as due to
social standards and pay levels that have remamaydh lower than in EU15. Hence the
main issue is not that of investing in human camivelopment but that of curbing
absurdities of its growth and creating more quglity places. Similarly, in countries
with high rate of unemployment the policy of cregtijob places become the key
requirement for socio-economic coherence whilst ke inclination to take up
employment calls for a review of social policiegiwthe aim to strengthen mechanisms
of self responsibility and eliminating ethically fair and economically unjustified
social privileges.

The high and yet increasing risk of hindering huncapital development, restricting
innovation, declining productivity as well as therteen of pension and social benefit
funds on the market sector is also not unconnegitrddwindling population in Poland.
The ageing society translates into more pressurehigh taxes and labour costs,
insufficient incentives for state and businessmai weak economic growth as well as
falling quality of life which invariably complicaseissues of bridging development gaps.
These population decline related processes do mueage investments in human
capital and thus create favourable climate for eatin emigration of qualified labour
force that is already depleted by population dedin

Counteracting these processes requires systemityfariented policies to eliminate
existing discriminatory mechanisms, a large partadts of creating human capital in
connection with demographic processes and bringm@f younger generations. The
characteristic approach of neo-liberal state coinagan based on the creation of
economic foundations of growth is of course indisgable but not sufficient in the
attainment of socio-economic coherence. An equsitiyificant factor is appreciating
its social aspects, especially aspects of devejopiman capital free of absurdities
inherited from a centrally planned economy and»>a$teng market economy. Ignoring
the social prerequisites of development can nat teaxpansion of a knowledge-based
economy and marketing network structures and nedhe it popularize customer and
society service strategy through innovation valysesm (Chan Kim, Mauborgne, 2005,
pp. 30-39) without which the issue of competitived acommercialization asymmetry
will continue to prevail in all aspects of humaniséence thus resulting in spiraling
threats in various facets of human life. Socio-@roit coherence, in this context,
becomes a key challenge if the economic sectar fedter the improvement in quality
life in all aspects of human existence.

Limitation of socio-economic coherence resulting frm the Lisbon Strategy

The approach to socio-economic coherence as ceqtairthe Lisbon Strategy is, in the
opinion of the author, doubtful from the theoreltiaad practical perspective. The most
important weaknesses of the socio-economic conckphie Lisbon Strategy are the
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profusion of desirable goals and scattered prograsarimstrumental achievement of
social objectives often not coherent with economiifectiveness, circumventing the
problem of logistic incoherence of bureaucratic cedures with pro-effective
mechanisms of marketing activities, and ignorimay, golitical and ideological reasons,
needs for deregulation to increase the efficierfqyroductive resources.

Weaknesses of the Lisbon Strategy can be curbagk iths necessary to re-direct its
priorities towards a proper definition of justiflabsocial inequalities and harmonizing
them with tenets of economic efficiency. This regsi consecutive elimination of
sources of imperfect competition, elimination ofiénited absurdities of human capital
development, and facilitating the modernization reflective human capital thus
empowering businesses to create knowledge-basewmgo(K-bE), proper definition
and security of consumers’ rights, transparentnitedih of property rights and their
guarantee, elimination of yet existing bureaucrdimttle-necks mitigating against
pluralism in business activities, as well as a remwgial policy aimed at eliminating
economically unjustified and socially unfair preMjes granted certain social groups.
Only such institutional environment can encourageategy of socio-economic
development based on consistent increase in priodyctdevelopment of human
capital and new social policy of justifiable sodizqualities.

The pattern adopted in the modernization of reflecthhuman capital is squarely
dependent on changes in social capital, which defipossibilities for exploiting
existing resources of knowledge in the processaoaperation. The epitome of this
correlation between human and social capital isesqed in the influence of changes in
social capital (i.e. declining social trust) on tieage of human capital and the extent of
it not being used as a result of low level soaiast, high optimism, corruption, crime,
unemployment, increasing poverty and social exalusin order to make manifest the
creative capabilities of human capital investmeénthiuman beings knowledge, skills
and motivation must be employed in the economicgss just like other forms of
capital. The contrary situation means that suclestment in human beings will only
serve as cost functions in the production processorder to fully exploit creative
capacities of both human and intellectual capitdas necessary to combine them with
social capital, i.e. such specific types of knowedand skills which generate trust,
ability to co-operate and teamwork.

It is not enough to treat socio-economic cohereasea procedure for eliminating
disproportions in regional development. This isygmbssible when the development of
all spheres of human existence is harmonized. Astimlapproach to socio-economic
coherence is a necessary prerequisite for the prideatification of its fundamental
properties. These factors are connected with thee gif human and social capital as
well as institutional harmony. The mutual depengewicthe factors of socio-economic
coherence ensure that growth strategies that tieilthe harmonization of economic
efficiency with justifiable inequalities may occur market situations based on central
strategic co-ordination equipped with instituticaisned at modernization of reflective
human capital, elimination of inherent absurditiesits development as well as of
causes of depreciation in human capital. It is dahlgn one can speak of freedom of
choice as participants in a market will become dréeom excessive bureaucratic
regulations that increase transactional costs efi@mic growth whilst reducing market
competitiveness.
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In creating a conducive environment for objectiveentioned above, the measures
proposed in the National Strategy of Coherences{ol, 2006) ought to be fully
employed. The peripheral or secondary concept gions can thus be overcome.
Success achieved by the Silicon Valley, USA andeaagions of Finland (Grosse,
2007) corroborate this opinion. Yet the realitythod situation shows that it is a complex
task and has been successful only in few occas®Basnounting peripheral view is
even more difficult mainly due to inertia and prateus attitudes of local societies
swayed by arguments of internal weakness and itatnlchange situations. The strong
dependence of a region’s development on nationaiee does not advance this course
either. The path to surmounting peripheral natsingott indeed state subsidy for regional
development but rather insisting on infrastructudgvelopment, especially the
modernization of reflective human capital (ak, 2008, pp. 605-614). In the case of
peripheral regions, it involves the simultaneouwdization of three huge modernization
i.e., evolutionary — based on the popularizationbefief in science and technical
advances, technocratic — aimed at the applicatibrpuwre sciences, substituting
computer systems for routine jobs as well as réflec— aimed at qualitative
development of resources of human and social ddpitahe new man with a creative
and critical mindset, innovative and creative nalyan being able to respect traditional
values and competitively ready but also to coopef@tazniak, 2008, pp. 214-215).
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Abstract: The article focuses on Polish socio-economic cafwrén the European and

regional context during post WWII period. The autlogues that the source of this
incoherency are faulty mechanisms, its economiciab@nd regional policies which

were before the transformation based on centratdémation of strategies and later,
prior to Polish membership in the EU, due to autoitoprocesses. Much of the

weaknesses after accession of Polan to the EU baea due to mixed policies

practiced. This has been based on competitive harrimowhich economic, social and

territorial coherence that is augmented by opemdination methods at union, national,
regional and sub-regional levels. It is not suéfiti applying socio-economic coherence
to processes of eliminating disproportions existingregional development. Their

practical utility requires taking cognizance of thgecificity of local material, human

and social capital resources. The key issue obseobnomic coherence is harmonizing
the development of all aspects of human living.
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