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Abstract
The paper describes practical and theoretical issues concerned with the current and future role of economic instruments of the Polish environmental policy applicable to the areas potentially affected by serious pollution. The article lists historical and current emissions of main pollutants. The article presents a system of environmental instruments such as fees, emission standards and others. The economic efficiency of the instruments is analysed in the scope of its future compliance with the EU regulations. The authors also consider economic instruments which are expected to enter into force in Poland in the nearest future. Policy objectives formulated in official documents are analysed in terms of their possible implementation. 
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1. INTRODUCTION
Poland signed the UN Framework Convention on Climate Change (FCCC) in 1992 and ratified it on 16 June 1994. In this way Poland has become a party to the Convention and accepted all the duties that the Convention imposes. On 15 June 1998 Poland signed the Kyoto Protocol committing itself to the limit of 94% of the 1988 (Polish base year) GHG emissions levels in the 2008-2012 commitment period. 

The general political climate in Poland supported the ratification. On 26 July 2002 the Polish Parliament accepted the President’s ratification of the Protocol. Poland 2025 – the Long-term Sustainable Development Strategy (GCSS 2000) - the main official strategic document in the country - establishes the Kyoto target as a driving force of energy efficiency improvement. The Second Environmental Policy (ME 2000) explicitly calls for the fulfilment of the Kyoto targets through a twofold decrease in the energy intensity of GDP and wide implementation of the best available energy technologies as well as renewable energy sources. In the Energy Policy Principles for Poland until 2020 (CM 2000), the Government declares fulfilment of the Kyoto commitments and potential possibility of accepting even more ambitious targets in the future. The latter depends on the positive results of the economic transformation.
Given this and other declarations it is worth considering the measures that were taken towards and considered for improving quality of the environment in Poland. The overall evaluation of the economic instruments is essential to the understanding of the Polish environmental policy, especially in the energy sector, which is responsible for the majority of the greenhouse gases emissions. Moreover, such an evaluation seems to be a proper base for identifying and evaluating other economic instruments in the nearest future in answer to the increasingly more stringent standards.
The present Polish system of economic instruments is perceived as an effective tool that proved itself in practice, able of delivering a considerable improvement of the environment, especially in the area of air quality. Since the environmental requirements associated with the accession process are still escalating, the measures undertaken so far seem to be inadequate. That is why the state policy should encompass a wider spectrum of solutions recommended for the national environmental protection system. It is very important to compare the aims and methods of the policy, which are emphasized in the official state documents, with the actual steps undertaken hitherto towards reducing emissions. 

The paper focuses on the description of expected short- and medium-term goals of the Polish environmental policy, especially those related with the implementation of new economic instruments for the energy sector. On the background of the outlined trends of gaseous emissions the opinion of practicality of such system is discussed. The declared programs are critically reviewed in the light of the real needs and feasibility of their implementation. Among instruments to be analysed are emissions trading system, joint implementations programs and voluntary agreements.
2. ENVIRONMENTAL INDICATORS 
Transformation of Polish economy had a positive effect on the environment, and in particular, air quality. Table 1 presents the trends of the main air pollutant emissions in Poland. Initially, a very high level of sulphur dioxide emissions (3,2 Mtons in 1990) was reduced by approximately two times by 1998 (1,9 Mtons). All sources of emissions contributed to such a significant reduction of SO2 emissions. The highest reduction in volume is attributed to the energy sector and other stationary sources. But the present level of sulphur emissions is still regarded as very high, mainly owing to Poland’s heavy reliance on coal combustion for electricity and heat production.
Total emissions of nitrogen oxides (NOX) decreased from 1,3 Mtons in 1990 to 1 Mtons in 1998. Its relatively low reduction is due to the technological constraints. The transport sector (mobile sources) is the most important NOX emitter and presently constitutes nearly half of the total emissions (441 thousands tons). The second source of NOX emissions is still the energy sector contributing 369 thousands tons in total. However, the level of NOX emissions from the energy sector was rather stable during the period of analysis owing to the technological and economic limitations.
The most progress in emissions reduction was observed in case of particulates. The total volume of emissions decreased over two times - from 1,95 Mtons in 1990 to 0,9 Mtons in 1998. The main reason for such an improvement in particulate reduction is the relatively low cost of filter equipment applied within the industry, particularly in the energy sector. 

Table 1
 Total emissions of the main air pollutants in sectors [000 t]
	Specification
	Year

	
	1990
	1991
	1993
	1994
	1995
	1996
	1997
	1998
	1999

	
	SO2

	Total
	3210
	2995
	2725
	2605
	2376
	2368
	2181
	1897
	1719

	Public power and CHP plants
	1570
	1480
	1290
	1270
	1223
	1195
	1107
	1034
	915

	Industrial CHP plants
	500
	430
	400
	375
	384
	406
	416
	322
	262

	Industry technologies
	270
	235
	235
	200
	200
	200
	124
	96
	92

	Other stationary sources
	760
	760
	750
	710
	527
	521
	487
	400
	402

	Mobile sources
	110
	90
	50
	50
	42
	46
	47
	45
	48

	
	NO2

	Total
	1280
	1205
	1120
	1105
	1120
	1154
	1115
	991
	951

	Public power and CHP plants
	370
	395
	380
	380
	377
	360
	310
	264
	247

	Industrial CHP plants
	130
	140
	70
	70
	111
	128
	114
	105
	82

	Industry technologies
	200
	175
	120
	110
	103
	118
	114
	65
	110

	Other stationary sources
	100
	100
	130
	125
	115
	131
	123
	116
	113

	Mobile sources
	480
	395
	420
	420
	414
	417
	453
	441
	399

	
	Particulates

	Total
	1950
	1680
	1495
	1395
	1308
	1250
	1130
	871
	815

	Public power and CHP plants
	570
	470
	345
	260
	193
	157
	117
	94
	72

	Industrial CHP plants
	860
	690
	630
	645
	625
	623
	578
	443
	376

	Industry technologies
	
	
	
	
	
	
	
	
	

	Other stationary sources
	520
	520
	520
	490
	490
	470
	435
	334
	367


Source: CSO 2001
The bulk of air pollution in Poland is still caused by the energy sector. In 1998 public power plants generated 54% of Poland’s total SO2 emissions, 26% of NOX emissions and 11% of particulate emissions. Including industrial CHP plants as a part of the energy sector, the numbers are 71, 37 and 61% respectively. Industrial processes are also a significant source of air pollution, in particular chemical plants, iron and steel mills. Transport generates up to a half of the ambient concentrations of NOX and hydrocarbons in urban areas. Recent trends indicate that pollution from road transport will increase. 

Poland is a country that produces a significant amount of greenhouse gases. Poland had relatively high indices of CO2 emissions per capita at the beginning of the nineties. The recession and the progressive restructuring process of the Polish economy reduced the demand for energy. Consequently, CO2 emissions dropped. Unlike the other air pollutants, CO2 emissions stabilised in the mid nineties at around the level of 360-370 Mtons in total (Table 2). Only for the last few years, the total of emissions has slightly decreased to 338 Mtons by 1998. Methane emissions have an important role in the Polish greenhouse gases balance. Methane constituted about 14% of the total greenhouse gases emissions in 1998 (expressed in CO2 equivalent). CO2 emissions trends are relevant for the methane emissions.
Table 2
 Total emissions of the main greenhouse gases [000 t]
	Specification
	Year

	
	1988
	1990
	1991
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999

	
	
	
	
	
	
	
	
	
	
	
	

	Carbon dioxide
	477584
	381482
	367689
	372311
	363980
	372293
	364926
	373202
	362300
	338095
	329739

	CH4*
	65961
	58821
	54369
	51954
	51072
	51807
	51597
	47292
	47838
	49035
	47250

	N2O*
	21700
	19530
	16120
	15500
	15500
	15500
	16740
	16740
	16740
	16120
	23250

	HFCs
	
	-
	-
	-
	-
	-
	-
	0.2
	0.5
	0.6
	-

	PFCs
	
	-
	-
	-
	-
	-
	-
	0.1
	0.1
	0.1
	-


* - expressed as CO2 equivalent 
Source: CSO 2001, UNFCCC 2001.
The structure of greenhouse gases emission has not changed despite of the transformation typical of the economies in transition. Fuel combustion remains the major source of CO2 emissions (Table 3). In 1998 nearly 97% of CO2 emissions (327 Mtons) came from these processes. The energy sector, which is the main consumer of solid fuels, is responsible for 55% of CO2 emissions (185 Mtons). The other substantial sources of CO2 emissions are industry (73 Mtons) and transport (28 Mtons). The significant share of methane emissions comes from fuel production, transport and distribution (821 thousands tons) as well as from waste sites (870 thousands tons). Both constitute 72% of the total methane emissions.
Table 3
Total emissions of the main greenhouse gases by sources of emission [000 t]
	Specification
	Carbon dioxide
	Methane*

	 
	1998
	1999
	1998
	1999

	
	
	
	
	

	Total
	338095
	329793
	2335
	2250

	Fuel combustion, of which:
	326858
	318962
	52.0
	50.3

	 Energy sector
	184916
	180000
	1.8
	1.8

	 Other industries
	63186
	53270
	3.6
	3.1

	 Transport
	28126
	31381
	7.4
	7

	Fuel emission
	105
	125
	821
	777

	Industry technologies
	10486
	10609
	9.1
	8.0

	Agriculture
	-
	-
	581
	509

	Changes in utilization of earth and forestry
	645
	42
	0.2
	0.1

	Wastes
	-
	-
	870
	905


* not expressed in CO2 equivalents

Source: CSO 2001
UNFCCC (Kyoto) commitments have a high priority on the Polish political agenda. Figure 1 presents the fulfilment of the Kyoto targets by Poland in comparison to selected European countries and the EU average. Poland had in 1990-1998 the lowest emission level of CO2 (referred to 2010 limit) among all the countries compared. It is worth noting that CO2 emission in Poland is not only below its Kyoto target, but has been significantly reduced in recent years in spite of the steady economic growth. CO2 emission reduction was achieved mainly due to structural changes in the economy, but also due to significant governmental financial support for investments in the energy sector, particularly related to the thermal renovation of buildings and the modernisation of heating systems.
Figure 1
Course of CO2 emissions relative to the Kyoto target
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Source: EEA 2001, CSO 2001
In the case of SO2 and NOx the significant emission reduction in the last ten years in Poland is a result of the structural changes and deployment of technologies for emissions control. SO2 emissions reduction has been achieved mainly by using modern DESOX installations in the public power plants, whilst for NOx, mainly by the so-called primary emission reduction measures. CO2 emissions reduction was achieved mainly by means of structural changes in the Polish economy. However, another contributing factor was the significant governmental financial support for investments in energy sector, particularly related to the thermal insulation of buildings and the modernisation of the heating systems.
3. POLICY OBJECTIVES
National Environmental Policy for 2003-2006 and some prospects for 2007-2010 (NEP 2002), together with the associated documents on its prospects by 2010, approved recently by the Council of Ministers, is one of the most important documents in the field of environmental protection. Amongst the systemic objectives and tasks it covers such areas as the mobilisation of the market for environmental protection, including the partnership with the business. It is emphasised that the achievement of environmental policy targets will not be possible without active involvement of companies which are major users of the environment. Because of this it is necessary to establish new ways of encouraging environmental approach within the businesses. It is also necessary to strike a balance between fulfilling the increasingly more stringent environmental protection requirements and its cost, which, beyond certain level, may cripple business and raise unemployment.

On these assumptions businesses should be given all possible assistance to meet the increasing obligatory requirements on the one hand and other conditions favourable for environmental actions, included the voluntary ones - on the other. Voluntary environmental projects, wider than those taken to-date, should be implemented successively in the years 2003-2007.

Within the systemic actions emphasis is attributed to the modification of the existing economic mechanisms and financing systems. The need for this is threefold:

· The existing system is not comprehensive, which impedes its environmental performance and is incompatible with the criterion of distribution justice;

· Economic transformation which translates into the need for better market orientation of both the economic tools system and methods of financing;

· The need for system changes associated with the approximation to the EU and avoidance of excessive financial burden on Polish companies (comparing to that of the EU).

As the NEP (2003) emphasises, there is a need for both the modernisation of the existing instruments as well as the introduction of entirely new instruments or the ‘re-discovery’ of the instruments used for limited applications. Similarly to the EU countries we ought to thoroughly change the approach to the administrative fines – above all, they should used in relation to environmental emergencies that cause significant losses and environmental damage. As regards the second area, it is a matter of urgency that a wide-ranging introduction of product charges and environmental deposits, voluntary and obligatory environmental insurance and the markets for tradable emissions rights is introduced.

The improvement in air quality is one of the priorities. In 2001 Poland approved and brought into force new regulations on air protection, which impose a new method of defining obligations of companies emitting pollutants, including the requirement of having integrated pollution prevention and control (IPPC) permits by the largest plants. In 2001 the EU adopted new directives connected directly and indirectly with the issues of air protection (Directives 2001/77/EC, 2001/80/EC, 2001/81/EC) These directives must be incorporated in Polish legislation before Poland’s accession to the EU, and their provisions consistently implemented after the accession. Consistent implementation of obligations on air protection by Poland is required, especially those obligations that result from the protocols to the two international agreements: Convention on Long-range Transboundary Air Pollution (UNECE 1979) and the UN Framework Convention on Climate Change (UNFCCC 1992). 

EU regulation on air pollutant brought into force in 2001 and 2002 can prove extremely significant and costly (EW 2002). In particular it is true of 2001/77/EC Directive (of September 27, 2001) on the promotion of electricity produced from renewable energy sources in the internal electricity market and 2001/80/EC Directive (of October 23, 2001) on the limitation of emissions of certain pollutants into the air from large combustion plants. Legal regulations included in these directives relate to, amongst others, individual emissions standards for SO2, NOx and particulate matter from combustion plants. The evaluation of the effects of new regulations contained in these directives in relation to the Directive 96/61/EC concerning Integrated Pollution Prevention and Control can enforce the verification of previously accepted modernization and investment programs by the industry. For example, the preliminary analyses commissioned by the energy sector (EW 2002) indicate that the implementation of 2001/80/EC directive will cause 40% of the existing sources to fall below the standards coming into force from 2008; in terms of NOx 90% of the power plants with the capacity above 500 MWt will fall below the standards coming into force in 2016. This may result in having to as much as triple the expenses for environmental projects or to convert from bituminous coal or lignite to natural gas by 2010. 
Amongst a number of tasks defined in the NEP (2002) those on counteracting climate changes are worth noting. Poland met its obligation on the stabilization of greenhouse gases emissions by the end of 20th century imposed by the UN Framework Convention. The recorded decrease in the greenhouse gases emissions in Poland since the base year (1988), and scenarios whereby the greenhouse gases emissions will be reduced by 6% in 2008-2012, under the Kyoto Protocol, will be met and even exceeded.

The most important tasks to be fulfilled by 2003-2006 include:

· The development and implementation of the national strategy for emissions reduction and increased gas absorption, including its periodic updates,

· The determination and selection of actions to be implemented under the Climate Protection Policy and the assessment of their effects in terms of the emissions reduction,

· Inclusion of the Climate Protection Policy to transport, power generation, industrial, forestry and agricultural sector policies,

· Determination of emission ceilings for sectors, regions and companies,

· Using existing market instruments for promoting energy savings, renewable energy sources and forestation in Poland,

· Establishment of a mechanism of voluntary agreements between businesses to reach assumed emissions reduction targets.

4. ECONOMIC INSTRUMENTS – THE STATE AND PERSPECTIVES
Environmental protection policy in the energy sector comprises a number of instruments. In particular, it contains regulatory (emissions standards) and emission fees or taxes. The basic regulatory tools used for pollution control are emissions standards for pollutants from all point sources. Environmental fees have existed in Poland since the 70s. Fees are used for virtually all pollution issues (emissions, discharge and disposal of solid and toxic waste). In the recent years fees for environmental pollution have been changed several times.
The current rates for emissions of basic pollutants to the air is 0.05 €/Mg CO2, 100 €/Mg SO2 and NOx and 65 €/Mg particulate. These amounts are well short of the level yielding cost efficiency and they are not high enough to stimulate investment in emissions reduction installations. These rates are also well below external costs related to gaseous pollutant emissions, estimated for example in ExternE project (EC 1998, Krewitt et al. 1999, 2002). But so far their aim is rather collection of funds rather than an incentive tool to improve a quality of environment.
Despite this, the Polish charge system, focused on the user-pays and polluter-pays principle, has become generally regarded as a successful model for collection and financing (subsidizing) projects related to the environmental protection. Thus it seems that the system will be maintained. Furthermore, the scope of application of some environmental fees will be extended to households. Additionaly, as declared, their stimulating role is being advocated, i.e. a considerable increase in rates to the level determined by external costs. However, this does not seem feasible, especially due to possible resistance from the businesses.
Despite a difficult economic situation Poland has been remarkably successful in mobilizing financial resources for environmental investments. The establishment of environmental funds, environmental fees and fines contributed to the rapid growth of environmental expenditures. The National and Voivodeship Funds for Environmental Protection and Water Management were established in 1989. Revenues from fees and fines are distributed in the form of grants and loans to support investments in emission reduction and sewage treatment projects. Since 1990 environmental investments have increased, as a percentage of GDP, from 0,7% to 1,6% till 1999, and then decreased to 1% in 2000. 
It should be noted that businesses were satisfied with the functioning of the current system of environmental regulations. Low rates of the fees are paid regularly (perhaps except for the mining industry which has not paid fees for discharging saline waters for a long time), and low interest loans for environmental projects are especially desirable and used. In addition, at least according to official statistics of the Ministry of Environment (CSO 2001), these funds are consumed according to the declared environmental performance criterion, where the administrative costs are not high. 

In Poland, there is an extended system of indirect instruments, mainly emissions standards. Initially, the standards were relatively moderate, but the need to adjust Polish regulations to EU standards forced Poland to introduce new limits or implement European ones. It is especially true for the power generation sector that has recently been faced with very stringent requirements. The costs of implementing the EU environmental law have been estimated in the context of adjustment to the directive 88/609/EC in accordance with the rules of the Polish Emissions Standards from the decree of Ministry of Environment in 1998. The Second Sulphur Protocol (in the scope of standards for the individual plants) was also considered (Gajda et al. 1999). The compliance costs with the Polish standards by 2006 amount to about 1750  mln € (in discounted terms for the 1998-2006). Commitments with the more stringent EU emissions standards require greater expenditures on the pollution reduction investments. A full adjustment to the emissions standards included in The Second Sulphur Protocol required 6400 mln €. The compliance with its obligations alone was less costly – 3190 mln €. Both scenarios have a serious effect on an increase of the production costs, which rise to 0,83 and 0,62 €c/kWh respectively.
However, these estimations are no longer valid as the legal regulations have changed. The directive 88/609/EC was replaced in 2001 by directive 2001/80/EC. New emissions limits are established for each country and emissions standards for both new and old sources are determined in this directive. It will become obligatory for the Polish power sector from 2016. Meeting the new requirements would require substantial additional investment bringing the total investments costs in the range of 15-24 bln € depending on the considered scenario (EW 2002).
Compliance with the Kyoto Protocol requirements is not a big concern. The national reduction of GHG emissions should not be a problem for the Polish energy sector. The Kyoto Protocol Signed by the Polish government in 1998 imposed CO2 limit of 6% below the level reported in 1990. It seems probable that stabilized level of GHG emissions should be maintained during the subsequent years. The long-term forecast of GHG emissions (CM 2000) argues that Poland will meet obligations signed in Kyoto Protocol (i.e. will not exceed the average yearly emissions above 449 mln tons of CO2 in 2008-2012). This is reported for every considered scenario. Moreover, different studies demonstrate that by 2010 GHG emissions could fall below the Kyoto limit by up to approximately 70 million tons of CO2. Thus, this amount may be the subject of international emission trading in the spirit of the Kyoto Protocol. However, it is arguable whether Poland would be interested in trading the emission reduction surplus. About 70 million tons of CO2 could be sold for approximately 0,7 to 1,6 billion €. This is a considerable sum, but not enough to solve any of the serious financial or social problems of the country and could not be a true incentive to sell “hot air” quotas. Banking on the excess reduction units for subsequent commitment periods is another possible option that can be considered. 

Challenges facing Poland necessitate seeking new legal solutions, including the introduction of new economic instruments. The aforementioned document (NEP 2002) emphasised just that. It includes such instruments as:

· more stringent emission standards – emissions of SO2, NOx, PM, heavy metals etc,
· higher emission fees or taxes,
· system of tradable green certificates (TGC), 
· product taxes and deposits, 
· voluntary agreements,
· flexible mechanisms – JI and emission trading.
As regards the emissions standards, these instruments have been implemented, at least in the power generation sector. They will be obligatory, so power generators will have a limited margin of manoeuvre. There is a possibility of implementing the so-called National Emissions Reduction Scheme under 2001/80/EC Directive which provides for a limited operation of tradable emissions rights system. The Scheme does not require meeting individual emissions standards, but imposes the obligation to meet emissions ceiling for the energy sources covered by the scheme. The emissions ceilings would be calculated on the base of mentioned emissions standards for involved sources (EW 2002). It is expected, that such alternative tradable emissions rights system could bring a certain reduction of total costs for sources covered by the directive in relation to the traditional option with individual emissions standards. So far such estimates have not been analysed in detail.

New economic instruments in the Polish energy sector, such as fuel tax, was considered, but rather for academic interest (Kudelko et al. 1996, Jankowski 1997). The authors completed an assignment commissioned by the Ministry of Environment assessing the impact of coal tax on solid fuels market. The options provided for the differentiation of rates are depending on the environmental adverse effects of fuels in terms of SO2 and CO2 emissions. The work was not continued in the subsequent years due to the legal doubts and resistance on the part of some specialists of the Ministry of Environment. The so-called double taxation was the bone of contention. The proposed coal tax system would collide with the existing emissions fee system. As the latter has been considered to be very efficient, the work on the introduction of the coal tax was given up. The proposed coal tax system was also presented to businesses during scientific conferences. Serious objections were raised again, pointing to the same concerns. Despite the proposed extremely low tax rates (in the order of a few per cent of the fuel price), and the predicted limited economic and environmental impact, it seemed impossible at the time that the project could clear its design stage and enter the implementation stage. 

To the knowledge of the authors, no coal tax draft is under consideration at the moment. Only the existing emissions fee rates (including CO2) are regularly updated, but they do not reach effective levels. There are no chances of increasing the rates because of the strong resistance from the industry, mainly the power generation sector. This lobby is well organized. Consequently convincing the members of management boards to accept additional burden would be very difficult. In addition, the sector is currently subject to serious systemic changes (privatisation, liberalization of the electricity market, new emissions standards) which exacerbate their financial condition. A good example of the persuasion power of the power generation industry is the hard-negotiated adjustment period for the implementation of 2001/80/EC directive which will come into force as late as 2016 (instead of 2008).

This example illustrates the general attitude of the Polish companies towards the additional taxation. Environmental fees are not perceived as an instrument of environmental policy, but an additional tax further aggravating the sorry state of the Polish industry. It seems that the plans of the Ministry of Environment to increase the fee rates will not meet with much support, especially given the low economic growth in Poland. In this case, there is a considerable gulf between the declarations and the actual prospects of implementation.

The implementation of the emission trading system is one of the most significant changes emphasized in the national environmental policy. It is planned that in 2003 the Polish Government will develop a concept on the emission trading, mainly CO2, SO2 and NOx. In 2004 a pilot project on SO2 permit system will be introduced to a limited extent, (e.g. for large professional and industrial power plants). In subsequent years, a system for other pollutants will be implemented: for whole SO2 emissions in 2005, for CO2 in 2007 and for NOx in 2009. Two-year implementation periods will allow gaining experience and formulating trade rules and conditions.

These plans seem incongruent with the actual implementation ability. Studies on the implementation of emission trading system have continued for some time (Kudelko 2000, ME 2000). They focused mainly on the possibility of introducing emission trading system in SO2 emissions in the Polish power sector. The Report (ME 2000), commissioned by the Ministry of Environment, listed organizational proposals regarding the functioning of such a system. It laid a basis for planning further work of the Polish Power Grid Company (PSE) to develop a comprehensive economic analysis and implementation plan. Unfortunately, the work did not commence and the idea has been shelved. Incidentally, the concept was thought to have no prospects of successful implementation, at least, within its intended extent. The reason is rather simple: the emissions standard for SO2 and NOX has became more stringent and practically effective use of emissions trade system is strongly limited. The imposition of such stringent standards forces all energy utilities to emissions reduction. It follows that the demand for permits on the market will shrink and the potential for the effective trade between plants will vanish. 

 The EU directive 2001/80/EC provides an alternative which enables the use of this instrument. But so far it has been difficult to state whether or not it has been cost effective and to what extent. There was some relevant research underway (EW 2002) but it did not resolve this issue. Thus, the chances of introducing the emissions trading system in SO2 and NOx emissions are very slim, and so are the Ministry’s plans.

A similar situation exists in the permit system of CO2. Here the implementation of the system only for Polish industrial plants is not feasible as the global ceiling granted to Poland under the Kyoto Protocol will not be exceeded in near future. Due to this also any form of the coal tax does not make sense, at least within the extent of Poland’s limits. However, Poland may and should take a part in trade CO2 emissions rights internationally, and surplus emissions rights can contribute to the national budget. The Polish Government is aware of this and evaluates this instrument in this context.

Unfortunately, opinions expressed by the industry, mainly by the power generation sector, are obscure. Generally speaking, the emissions trading was assessed sceptically by the business community. The so-called distribution justice became an issue because, in the case of trade in SO2 emissions, it arose from the unjust distribution of initial emission limits allocated to plants. A large proportion of the industrial plants furnished with the expensive SO2 reduction facilities would be granted lower limits than had they not had these facilities. It was perceived as penalisation for previous environmental projects. Such opinions were voiced by a number of bodies because it was the power industry that implemented such measures. Trade in CO2 may encounter a more favourable approach, but the absence of specific organizational solutions for the proposed system does not encourage industrial bodies to come forth with any suggestions. 

After the government decided to support emission trading, the Joint Implementation mechanism is perceived as less important albeit worth consideration. So far, Poland has hosted one JI project and a few AIJ projects. The organisational structure for JI is relatively well developed. The National JI Secretariat has gained much experience as it has operated for several years. The main problems with JI projects are related to the uncertain mechanisms for setting prices for emissions reduction. For that reason it is necessary to develop clear procedures and tools for an emission reduction cost calculation and price setting mechanism. In situation when the emission trading is treated as the main instrument, it could be reasonable to link the JI mechanism to the emission trading market.
Governmental documents provide the introduction of a new instrument, i.e. voluntary agreements. There are no official positions of the industry on the approval of such instruments. EU countries use this mechanism extensively as an effective tool in solving environmental issues. Such mechanisms have not been used in Poland so far, so their effectiveness is unknown. However, there are some grounds for assessing their feasibility. Such instruments do not seem to have much chance for implementation. Firstly, psychological barriers are a serious obstacle to the participation in voluntary schemes. They can be attributed to persisting low public environmental awareness, apathy towards environmental protection, ignorance and irresponsible attitude of the current generation towards the future state of the environment. It applies to the general public, local authorities and management bodies at various levels. Although there has been enormous change in this field in recent years, the environmental protection is still associated with additional, hardly justified costs. The ignorance of the environmental schemes and their benefits is endemic. Moreover, there is no tradition of voluntary agreements, and this is crucial in Polish conditions. As the emission standards or fees in force have proved effective for a long time, one may ask why another environmental instrument system should be introduced. The perception of this voluntary, i.e. non-obligatory instrument may be of significance. It means that in Polish conditions there will be no business organisations willing to participate because of the absence of effective enforcement system and possible advantages may be too vogue compared with the costs. Support for such programs from specialized funds and national and international institutions would be indispensable.

5. CONCLUSIONS

Poland has made enormous progress in reforming its economy which also resulted in a number of social and environmental changes. The most important one is the decrease in the power consumption per product unit, decreasing output of the heavy industry and thus lower environmental pressure. This has resulted in a considerable reduction in the emissions of pollutants emitted by the most important sectors of the economy and consequently an environmental improvement. 

At the same time legislation work to bring the Polish law in line with the EU standards has intensified. The traditional environmental instrument system, although praised as efficient and well functioning, has proved insufficient for current environmental requirements. The national policy tends to strengthen the existing instruments and extending their scope by new instruments, not used so far. It results mainly from the pressure for economic environmental management and inclusion of full external costs in companies’ decisions on production. 

The question remains, however, to what extent new economic instruments may and should be utilised. Whether there are premises justifying their selection and whether conditions for their application are met. The authors note some discrepancies between declared objectives presented in the national environmental policy and actual implementation possibilities. On the one hand, there is an attempt to extend a relatively well developed economic instrument system to areas which have not been regulated so far (product charges and deposit system). On the other, the lip service is given to the introduction of new market mechanisms, without adequate knowledge of the actual needs or means. Also, situations occur when different types of instruments are applied in one area, and doubts arise to their efficiency, magnifying the resistance.

Another important issue is the behaviour of entities subject to restrictive regulations. Although stringent emission standards are undoubtedly desired and effective from the public point of view, the industry being the largest pollution producer can indeed bear the associated costs. The national policy of reducing the adverse environmental effects may lead to serious economic problems in the near future. It is especially true for the Polish power sector, which can be affected by strong foreign competition after Poland joins the EU. Meeting these high environmental standards will undoubtedly reduce its competitiveness and its role may diminish in the future. This phenomenon may afflict other sectors of the Polish economy and ultimately question the efficiency of protective policy in the extent proposed by the national and foreign environmental arrangements. The resistance of relatively well organized industrial lobby may be so efficient that planned legislative solutions may be only a theory. 
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