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Business in Matopolska

Introduction

Matopolska is a region with a significant economic potential and high investment attractiveness. In
the ranking of the Institute for Market Economics, the Matopolskie Province was ranked the fourth
in terms of investment attractiveness (# 1 Slaskie Province, # 2 Dolno$laskie Province, # 3 Mazow-
ieckie Province).! The study assessed location factors (including transport accessibility, labor costs,
quality of human resources), the level of economic development (including the absorptiveness of
the regional sales market) and the activity of the region in relation to potential investors.?

In the financial perspective 2014-2020, Matopolska has EU support at the level of EUR 3 billion
(PLN 12.9 billion)* dedicated to development projects in the field of infrastructure, entrepre-
neurship, new technologies and improvement of the quality of the natural environment.* The
high rate of Matopolska’s economic growth stimulates the development of entrepreneurship
and a high level of quality of life for residents.” The region gives access to many markets. Thanks
to its location in the central-southern part of the country, it provides very good access to na-
tional communication routes as well as international transit routes (A4 motorway connecting
Germany with Ukraine, Pan-European transit corridor TENT Il connecting Western Europe with
Asia, international Krakow airport).

Glossary

1. CAGR - Compound Annual Growth Rate

2. R&D - Research and Development

3. EUR-Euro

4. PIPC - Polish Chamber of Chemical Industry
5. PLN/zt- Polish zloty

6. EAZ- Economic Activity Zone

7. SEZ- Special Economic Zone

8. EU - European Union

9. UP RP - Patent Office of the Republic of Poland

10. Current prices - prices actually used in the transactions of
purchase and sale of goods and services in a given period. In statistics, the prices from a given
year or month are usually assumed as current prices.

! Source: Instytut Badan nad Gospodarkg Rynkowa, Atrakcyjnos¢ inwestycyjna wojewddztw i podregionéw Polski,
2016

2 Source: Instytut Badan nad Gospodarka Rynkowg, Atrakcyjnos¢ inwestycyjna wojewddztw i podregionéw Polski,
2016

3 Note: converted using the PLN / EUR 4.31 exchange rate of the Natinal Bank of Poland of 12/09/2018

4 Source: Doing Business in Matopolska, Krakéw Nowa Huta Przysztosci

®> Source: Centrum Business in Matopolska, sierpien 2016
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11. Sold production of the industry - the value of sold finished products, works and services pro-
vided against payment, products in the form of settlements in kind, as well as products intend-
ed to increase the value of own fixed assets.

The monetary values in the whole study is given in PLN and EUR Exchange rate of the National
Bank of Poland of 14/09/2018 EUR 1 = PLN 4.3103. The course was accepted for the entire study.

A. Life science

1. Characteristics of the life science market

1.1. Main industries in Matopolska

Life science is an interdisciplinary area of the economy, on the borderline of medical, biological and
biochemical sciences®. The group of companies operating within the scope of life science includes
entities that deal with the knowledge and use of living organisms (proteins, cells and tissues, to
plants and animals) in order to conduct research and development works and their implementa-
tion into technological processes. Thus, life science is an interdisciplinary industry, including:

e pharmacy,

e biology,

e biotechnology,
e genetics.

It should be emphasized that the life science industry has been recognized by the Matopolskie
province as a regional smart specialization, indications in the Regional Innovation Strategy of the
Matopolskie Province 2020. This category includes entities operating in the following areas: active
and healthy life, medicinal products and medical devices, modern diagnostics and therapy, digital
health, new therapeutic technologies and supporting medical devices, Innovative Medical Center
(Innovative hospital), healthy food and nutrition, modern, sustainable agriculture, environment -
environmental health factors, bioeconomy.

In the Matopolskie province, areas of activity conducted by scientific units within the scope of
life science, including health protection, have been identified. Since 2013, the largest increase in
health protection without the use of rDNA technology has been recorded. The activity in the field
of animal health protection is also developing.

Apart from the area of health protection, since 2016 an increase in activity in the field of bioinfor-
matics, industrial processing and agricultural biotechnology has been noticeable.

Since 2016, a trend growing among the number of enterprises indicating health protection, in-
cluding health protection with the use of rDNA technology, bioinformatics and the environment
as their main area of activity, has been noticeable. It should be noted that the number of entities

5 Program Strategiczny. Regionalna Strategia Innowacji Wojewddztwa Matopolskiego 2020, Zatgcznik nr 1 do Uchwaty
Nr 995/16 Zarzgdu Wojewddztwa Matopolskiego z dnia 30 czerwca 2016 r., Krakdw 2016.
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from the life science sector in Matopolska is much larger, while the following entities indicate those
areas of activity as their basic ones.

Business in Matopolska

1.2. Main centers in Matopolska

Krakow is the center of innovation in Matopolska and constitutes a significant scientific, educational
and human resources base in the province. The scientific and local government units have so far con-
ducted a number of investments in the field of life science. Key activities include activities of the Life
Science Cluster and the Jagiellonian Center of Innovation in Krakdw. This allowed industry players to
enter the international arena, attract investors, the inflow of capital, including from EU funds.

2. Size of the market in Matopolska Region

2.1. Market value

The life science industry in the world is currently worth approx. USD 1 trillion with a 4.4% increase
in the perspective of 2020’. In the last 10 years, the life science market in Poland has recorded sys-
tematic growth and in 2011 it reached PLN 22.3 billion?, i.e. EUR 5.17 billion The activities of the
pharmaceutical industry in 2010 contributed to the production of 0.8% of GDP.

Life science is a key industry for a knowledge-based economy for the region. Its share in GDP is cur-
rently low, estimated below 1% of GDP°. Matopolska is responsible for 11.65% of Poland’s income
from professional, scientific and technical
activities!®. On the other hand, the share
of industrial processing, which implements
life science research results, constitutes
86.3% of the market share in the Matopol-
skie province.

The number of revenues from profes-
sional, scientific and technical activities
increased in 2017 by PLN 1 385 237 thou-
sand (EUR 321 378.3 thousand) compared
to the previous year''. Percentage share in
nationwide revenues from professional,
scientific and technical activities increased
from 4.83% in 2007 to 11.66% in 2017. It is estimated that the largest share in revenues is: natural
sciences: 44.4% as well as engineering and technical sciences: 44.5% [Local Data Bank of the Cen-
tral Statistical Office, 2016].

72017 global life sciences outlook. Thriving in today’s uncertain market, raport Deloitte, https://www2.deloitte.com/
pl/pl/pages/life-sciences-and-healthcare/articles/raport-2017-global-life-sciences-outlook.html

& lbidem.

® 2017 global life sciences outlook. Thriving in today’s uncertain market, ed. G. Reh, raport Deloitte, https://www?2.
deloitte.com/pl/pl/pages/life-sciences-and-healthcare/articles/raport-2017-global-life-sciences-outlook.html.

10 Life science has been classified as professional, scientific and technical activitity due to the inclusion of interdisciplin-
ary research in the fields of engineering, medicine, and humanities (and above all in the social field) in it.

11 Exchange rate of the National Bank of Poland of 14/09/2018 EUR 1 = PLN 4.3103. The course was accepted for the
entire study.
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Chart 1. Revenues from professional, scientific and technical activities in the Matopolskie prov-
ince in 2007-2017 [EUR thous.]
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

2.2. Product structure

In 2016, the sold production of pharmaceutical products
amounted to PLN 246.6 million (EUR 57.2 million), which
accounted for 0.3% of the industry in the Matopolskie
province®?. The volume of production sold decreased by
PLN 438.4 million, i.e. by EUR 101.71 million in 2016, in
relation to 2010. In 2016, there was a drop in the prices of
pharmaceutical products in relation to 2015 by 7.2 points.
Since 2014, there has been an increase in the dynamics
of sold production of pharmaceutical products by 79.2%
compared to 2012. The Matopolskie Province belongs to medium provinces when it comes to dy-
namics of production sold in the pharmaceutical industry on a nationwide basis, which is associat-
ed with the lack of large investments.

Chart 2. Dynamics of sold production of pharmaceutical products for the Matopolskie province
in 2011-2016 at constant prices from 2010
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

12 |bidem.
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In 2016, the number of scientifically active units in Matopolska increased by 362 entities compared
to 2007, i.e. by 354.9% (Data of the Local Data Bank of the Central Statistical Office). Whereof the
number of professionally active units in enterprises increased in that period by 329 entities, i.e. by
514.06%.

Business in Matopolska

2.3. Product structure

Chart 3. Number of active research units in total and in the enterprise sector in Matopolska in
2007-2016
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

In 2016, the number of scientific units operating in the field of biotechnology increased by 1 entity
compared to 2013. It should be noted that there are more state and government research entities
than those conducted by universities. 10% of branches from the biotechnology sector were locat-
ed in the Matopolskie province out of all the units operating in Poland.

Chart 4. Number of research units whose subject of activity is biotechnology, in Matopolska in
2011-2016
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl
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Chart 5. Number of enterprises operating in the field of biotechnology in Matopolska in 2011-
2016

Business in Matopolska
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

Chart 6. Number of entities in the field of biotechnology employing up to 49 employees and over
50 people in 2011-2016

B Number of entities in the field of biotechnology employing 49 and less employees

B Number of entities in the field of biotechnology employing 50 people and more

Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

2.4. Investment expenditures®®

In 2016, the amount of investment expenditures on research and development in Matopolska in
the field of natural sciences was not much lower than expenditures on engineering and technical

13 Life science is an interdisciplinary field. Capital expenditures are considered for natural, medical, engineering and

technical, as well as, agricultural and veterinary sciences. In this document, we focus on the production of pharmaceu-
tical products - the leading sector for life science.

10
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fields. In turn, since 2010 there has been a decrease in expenditure on R&D in agricultural and
veterinary sciences, as well as, in medical and health sciences.

Business in Matopolska

Chart 7. Percentage of internal expenditure on research and development in Matopolska in 2010,
2015, 2016 [%]
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

Expenditures on R&D for natural sciences and engineering sciences in the scale of total R&D ex-
penditure constitute respectively 7.9% for each field (the exact amount of expenditure is: PLN 1
420 681.1 thousand, i.e. EUR 329 601.44 on natural sciences and PLN 1 424 429.3 thousand, i.e.
EUR 330 471.03 on engineering and technical sciences).

Chart 8. Amount of expenditure on research and development in Matopolska in 2008-2016 [EUR]
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

In 2016, the number of expenditures of enterprises on biotechnology increased by PLN 49 581
thousand, i.e. EUR 11 502.91 compared to 2012. However, the expenditures of enterprises on
research and development in the field of biotechnology increased in that period by PLN 2,199.2
thousand, i.e. EUR 498,619.59

11
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Chart 9. Internal expenditure on biotechnology in enterprises in the years 2011-2013, 2015-2016
[PLN thous., EUR thous.]**
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The number of current expenditure in research units is by far the highest of all categories of ex-
penditure. Therefore, the expenditures for applied research are insignificant (well below PLN
10,000 thousand, i.e. EUR 2,320.02). On the other hand, expenditures on basic research increased
by 165.6%. This shows the trend of high costs of entry, conducting clinical trials and commercializ-
ing research in the field of biotechnology.

Chart 10. Internal expenditure in scientific units in the field of biotechnology in Matopolska in
2011-2016 [EUR thous.]
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14 Social Insurance Company returns for 2014
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2.5. Import and export

In 2015, the most important in the im-
port of consumer goods were non-du-
rable consumer goods (including med-
icines) with a share of 24.9%. on a
national scale®. The import trend of
those goods has decreased compared to
2014. (25.5%).

Non-durable consumer goods account-
ed for 22.5% of Polish exports in 2015.
Those were in particular perfumery, cosmetics preparations and medicines. In 2014, the export of
those goods was 23.4% on a national scale (4.9% of which was estimated for Matopolska)*®.

In 2017, the estimated export of medicines in Matopolska was 6%, or approx. 4 112.94 tons of medi-
cines. The value of exports in 2017 decreased by EUR 1 159 129.08 thousand, i.e. PLN 4,996,194.07
compared to 2014

Chart 11. Dynamics of the increase in the export of medicines in 2015 and 2017.

L 14,6
Countries in Central and Eastern Europe

EU countries
Developed countries

Total

W 2017 MW 2015

Source: Handel zagraniczny I-1X 2017, ed. ). Kapsa, Warszawa 2017; Handel zagraniczny styczen — grudzien
2015, ed. ). Kapsa, Warszawa 2016.

It is worth emphasizing that in 2015 and 2017 an increase in the average value of exported med-
icines prices was noted, the highest increase was identified in 2017 in the case of Central and
Eastern European countries. The value of this indicator amounted to 135.4 points in relation to the
previous yeatr.

15 Handel zagraniczny I-1X 2017, ed. J. Kapsa, Warszawa 2017; Handel zagraniczny styczen — grudzien 2015, ed. J. Kapsa,

Warszawa 2016.

6 |bidem.
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Chart 12. Dynamics of the average price value in relation to the previous year, for 2015.
(2014=100). and for 2017. (2016=100)
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Source: Handel zagraniczny I-1X 2017, ed. J. Kapsa, Warszawa 2017; Handel zagraniczny styczen — grudzien
2015, ed. J. Kapsa, Warszawa 2016.

In 2017, a significant increase was recorded in the case of medicines imported from Central and

Eastern Europe (mainly from the Czech Republic, Slovakia and Hungary).

Chart 13. Growth dynamics of imports of selected products and semi-finished products of the
life science industry in 2017 [2016 = 100]
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Source: Handel zagraniczny I-1X 2017, ed. J. Kapsa, Warszawa 2017; Handel zagraniczny styczen — grudzien
2015, ed. ). Kapsa, Warszawa 2016.

2.6. Characteristics of the market’s closer environment

In Krakéw, Tarndow and Nowy Sgcz, there is a number of business environment institutions, scientif-
ic units, and universities that play an important role in the development of the life science industry.

The following entities have a particularly important role in the life science industry:

14
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LIFE SCIENCE CLUSTER IN KRAKOW*"

The Life Science Krakow cluster is a network of
institutions and companies from the macro-re-
gion of southern Poland that have combined
common goals and vision for the development
of an ecosystem of innovation in the field of bi-
otechnology and life science. The cluster con-
sists of entities from the following sectors: in-
novative activity in the field of life science and
biotechnology, auxiliary activity in the business
environment sector, medical and healthcare
services, activity in the development research
sector, science and education activities, as well
as local and regional authorities. The project is coordinated by the Foundation Klaster LifeScience
Krakéw.

MALOPOLSKA CENTER FOR BIOTECHNOLOGY IN KRAKOW*#

The Matopolska Center for Biotechnology (MCB) aims to create an interdisciplinary research center
that allows comprehensive research to be conducted at various levels of the body’s functioning.
MCB includes 6 centers with various research topics and 5 laboratories.

MCB has unique in the world specialized laboratories allowing, among others for the cultivation of
skin cells for therapeutic purposes (autologous transplants), or research on pathogens of the 3rd
class of biosafety. The areas of scientific activity of MCB are: biotechnology, infectious diseases,
food safety, structural biology, nutrigenomics, neurobiology and bioinformatics.

The created laboratory rooms contribute to the qualitative improvement of the research works
conducted, the extension of the scope of the projects conducted in cooperation with the phar-
maceutical, biotechnology, food processing, medicine and health care industries (e.g. the Center
for Genetic Research and Nutrigenomics is planned as a pillar of NuGO - the European network of
excellence on nutrigenomics).

PARK LIFE SCIENCE IN THE AREA OF THE JAGIELLONIAN UNIVERSITY?®

Life Science Park is a complex of three buildings with a total area of 20 thousand m?, offering
services for entrepreneurs and scientists developing natural sciences. Entities are offered, among
others specialist lab space rental, capital support for innovative companies, contract research ser-
vices and clinical trials as well as numerous educational initiatives. The owner and manager of Life
Science Park is the Jagiellonian Center of Innovation, a company founded in 2004 by the Jagiello-
nian University in Krakow.

Park’s infrastructure enables conducting research and development works in the field of biotech-
nology, biomedicine, biology, chemistry, pharmacology, physics, nanotechnology and environmen-
tal protection.

7 Developed based on :https://lifescience.pl..
18 Developed based on :http://www.mcb.uj.edu.pl.
1% Developed based on: https://www.jagiellonskiecentruminnowacji.pl.

15
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In addition, it’s worth mentioning entities from the immediate business environment that play a
significant role in the development of the life science industry in Matopolska:

KRAKOW:

1.

2.

8.

9.

10

11.
12.
13.
14.
15.
16.
17.
18.
19.

NOWY SACZ

1.

2.

3. Klaster Multimediow i Systeméw In-
formacyjnych Association
TARNOW
1. MedCluster

16

Stanistaw Staszic AGH University of Science and Technology in Krakow,

Academic Business Incubator of AGH

. Center for Innovation, Technology Transfer and University Development, Jagiellonian Univer-

sity

. Center for Technology Transfer AGH,
. Center for Transfer of Medical Technology,
. Technology Transfer Center of the Krakow University of Technology,

. Institute of Pharmacology of the Polish Academy of Sciences

H. Niewodniczanski Institute of Nuclear Physics of the Polish Academy of Sciences

Institute of Plant Physiology of the Polish Academy of Sciences

. J. Haber Institute of Catalysis and Surface Chemistry of the Polish Academy of Sciences

Institute of Advanced Manufacturing Technologies
Jagiellonian Center of Innovation

Center of Materials and Nanotechnology (CENMIN)
T. Kosciuszko Krakow University of Technology
Polish Academy of Skills

Krakow University of Economics

Jagiellonian University

Hugo Koftataj University of Agriculture in Krakow

Krakéw Technology Park - Special Economic Zone

Business Incubator of Nowy Sacz

State Higher Vocational School in
Nowy Sacz
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2. Tarnow Industrial Cluster

3. State Higher Vocational School in Tarnéw?.

3. Characteristics of enterprises

3.1. Employment

A great benefit for the life science indus-
try in Matopolska is the availability of
staff with higher education: university
graduates, researchers, university staff,
and industry professionals. Universities
such as: The Jagiellonian University and
the University of Agriculture in Krakow
have been in the top positions in the
rankings of universities for years %%

Personnel employed in R&D in the field
of biotechnology in scientific units in
2011-2016 was increased by 361 em-
ployees (i.e. over 107%) (Data of the Local Data Bank of the Central Statistical Office). In the scale
of Poland, it represents 14% of all staff employed in scientific units. In Matopolska, this is a femi-
nized profession, as women make up 65% of research personnel.

Chart 14. Employment in units in the field of biotechnology in the Matopolskie province in 2011-
2016
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

The largest increase in the employment of people with the Sc.D. degree in the biotechnology in-
dustry in scientific units was recorded in 2011-2016 - an increase of 150 people. The increase in
the employment of professors (by 191%) and people with the title of doctor habilitated (by 248%)
is also significant compared to 2011.

% Based on desk research.
21 Ranking Uczelni Akademickich 2018, http://www.perspektywy.pl/RSW2018/ranking-uczelni-akademickich.
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Chart 15. Employees of scientific units in biotechnology by level of education, in Matopolska in
2011-2016
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

In the case of enterprises in the years 2012-2016, there was also an increase in the number of em-
ployees (by 246 people), of which 125% more people compared to 2012 are employed in research
and development.

Chart 16. Staff in enterprises from the biotechnology industry in 2012-2016*
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-

3.2. Remuneration (by industry)

In case of the staff employed in the
section of professional, scientific
and technical activities, the aver-
age monthly gross remuneration
increased in 2007- 2016 by PLN 2
241.56 (EUR 520.05), i.e. by 73%.

B

22 For this chart, the value 0 means no data. E.
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Chart 17. Average monthly gross remunerations in professional, scientific and technical activi-
ties, in Matopolska, in 2007-2016 [PLN, EUR]
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Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl

In 2016, the average monthly gross remuneration increased in the case of the staff employed in
the production of pharmaceutical products by PLN 1,457.55 compared to 2005. The remuneration
is higher than the average remuneration in the Industrial processing section by PLN 1374.48, i.e.
by EUR 318.88

Chart 18. Average monthly gross remunerations of employees employed in the production of
pharmaceutical products, in Matopolska, in 2005, 2010, 2015 and 2016 [PLN, EUR]

6000

5223,65

5052,39

5000

4000

3000

2000

1211,93

1172,19
1000

2010 2015 2016
B Remunerations PLN B Remunerations EUR

Source: Bank Danych Lokalnych Gtéwnego Urzedu Statystycznego, https://bdl.stat.gov.pl
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3.3. Market value of enterprises

Business in Matopolska

Poland is currently the largest in Central and Eastern
Europe (and the sixth in Europe) life science market?.
Companies from the biotechnology industry have
brought large profits to Polish investors in recent
years. Entities from the biotechnology and biomedi-
cal industry in Matopolska are considered as compa-
nies with huge growth potential due to breakthrough
projects that are the future of a knowledge-based
economy.

The largest entities listed on the stock exchange were
selected to analyze the market value of enterprises
out of those listed in chapter 5 of this report.

Selvita S.A.

The largest company listed on the Warsaw Stock
Exchange in the life science industry operating in
Matopolska is Selvita S.A. It is the largest innovative
biotechnology company in Central Europe. It was
awarded the Economic Prize of the President of the
Republic of Poland, Entrepreneur of the Year EY, it
has offices in Krakow also in Boston, Cambridge and
San Francisco®.

As at September 26, 2018, the company is valued at

PLN 859.2 million (EUR 199.34 million)?*. Revenues from operating activities increased in 2017
compared to 2014 by PLN 38815 thousand, i.e. EUR 9,005.38, while the net profit increased by PLN
557 thousand, i.e. EUR 129 228.34 during that period.

In 2018, the company raised PLN 136 million from investors (EUR 31.55 million) for research and
development, including leading the compound SEL120, against acute myeloid leukemia (AML) and
other potential indications in the area of hematopoietic tumors, up to Il clinical phase, and the
development of other research platforms.

Instytut Biotechnologii Surowic i Szczepionek BIOMED S.A.

Instytut Biotechnologii Surowic i Szczepionek Biomed S.A. belongs to the Biomed SA group. As at
September 26, 2018, the group is valued at PLN 68.5 million (EUR 15.9 million) according to the
Warsaw Stock Exchange.?®

Net profit increased in 2014-2017 by PLN 473 thous., i.e. EUR 109,739.69

232017 global life sciences outlook. Thriving in today’s uncertain market, raport Deloitte, https://www2.deloitte.com/
pl/pl/pages/life-sciences-and-healthcare/articles/raport-2017-global-life-sciences-outlook.html

24 https://www.bankier.pl/gielda/notowania/akcje/SELVITA/podstawowe-dane

% https://www.bankier.pl/gielda/notowania/akcje/SELVITA/wyniki-finansowe. Exchange rate of the National Bank of
Poland EUR 1 = PLN 4.3102 from 13/09/2018

2% Exchange rate of the National Bank of Poland EUR 1 = PLN 4.3102 from 13/09/2018
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COMARCH HEALTHCARE S.A.

Comarch Healthcare S.A. is a
subsidiary of Comarch S.A. The
value of the group is estimated
at PLN 1.4 billion (EUR 0.32 bil-
lion)*. Revenues from operating
activities increased in 2014-2017
by PLN 64,169 thousand (EUR
14887.71 thousand).

3.4. Financial flows

Current research funding in the
bioengineering and biotechnolo-
gy fields in Poland is financed primarily from public funds: government subsidies for research units
and EU funds for enterprises. Companies of Matopolska from the life science sector require large
investment expenditures. The industry is extremely capital-intensive due to the special nature
(including the need to conduct clinical trials in the case of the introduction of new medicines) and
the potential risk associated with the return of investment expenditures.

The number of revenues of entities from the professional, scientific and technical sectors increased
in 2016 by PLN 6 059 million, i.e. EUR 1,405.70 million.

Chart 19. Income and expenses within professional, scientific and technical activities in Matopol-
ska, in 2009-2016 [EUR million]
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The share of costs in revenues in 2016 decreased by 4.1% compared to 2009.

27 Exchange rate of the National Bank of Poland EUR 1 = PLN 4.3102 from 13/09/2018
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3.5. Division of enterprises by
origin of capital

In 2017, the number of enterprises op-

erating in Matopolska in the life science

industry was:

Business in Matopolska

e entities conducting research in
the field of biotechnology: 39 en-
tities;

e entities conducting research in
the field of other natural and technical sciences: 357 entities;

e manufactures of basic pharmaceutical substances: 14 entities;
e manufacturers of medicines and other pharmaceutical products: 63 entities?.

It was estimated that private domestic ownership in the life science industry accounts for 93% of
all entities®. The ownership of domestic legal persons is dominant with a share of 76%. The activ-
ity is also characterized by a relatively high share of foreign ownership - 1.4%. Public property was
estimated at 1.3%.

Chart 20. Estimated structure of enterprises dealing in the food industry in the Matopolskie
province by ownership sectors, as at December 2017 [%]
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Source: Kwartalna informacja o podmiotach gospodarki narodowej w rejestrze REGON deklarujgcych
prowadzenie dziatalnosci. Data from December 2017

2 Quarterly information on the entities of the national economy in the REGON register declaring their business activity,
http://bip.stat.gov.pl/dzialalnosc-statystyki-publicznej/rejestr-regon/liczba-podmiotow-w-rejestrze-regon-tablice/kwar-
talna-informacja-o-podmiotach-gospodarki-narodowej-w-rejestrze-regon-deklarujacych-prowadzenie-dzialalnosci/.

2 The structure of enterprises by the origin of capital in the Matopolskie province, based on the proportion by owner-
ship sectors for Matopolska was developed using data for the whole country. Thus, the estimated numbers of enter-
prises from each category for the analyzed province were determined. This approach was applied in the analysis of the
structure of origin of capital for all the analyzed types of industry.
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3.6. Access to a production of raw materials (share of domestic and foreign raw
materials)

The key production resources in the case of biotechnology have been classified in the category of

raw materials: human blood, animal blood, toxins. In the case of exports of human blood, animal

blood, vaccines and toxins, in 2017 more than a fourfold increase was recorded for developed

countries, including the EU.

Business in Matopolska

Chart 21 Export growth dynamics in 2017 in the case of human blood, animal blood, vaccines,

toxins compared to the previous year [2016 = 100]
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Source: Handel zagraniczny I-1X 2017, ed. J. Kapsa, Warszawa 2017.

In 2017, the import of human and animal blood, vaccines and toxins from the countries of Central
and Eastern Europe to Poland increased almost 6 times.

Chart 22. Growth dynamics of imports of selected raw materials in the life science industry in
2017 compared to the previous year [2016 = 100]
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Source: Handel zagraniczny I-I1X 2017, ed. J. Kapsa, Warszawa 2017; Handel zagraniczny styczen — grudzien
2015, ed. ). Kapsa, Warszawa 2016.
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4. Domestic and foreign markets
Domestic and foreign markets for the life science industry should be indicated in the following
economic sectors:

Business in Matopolska

1. Agro industry:
e biofuels (biodiesel, bioethanol),
e biorefineries,
* new plant protection products.
2. Chemical industry:
e new chemicals,
* new biocatalysts,
e biotransformation and bioconversion processes;
3. Veterinary enterprises:
e new vaccines and medicines for animals,
* nutraceutics in feed.
4. Health care sector:
®* new vaccines,
e antibiotics,
e biopharmaceuticals.
5. Food manufacturers:
e new enzymes for the food industry,
e sweeteners for diabetics,

e nutraceuticals,

e functional food.
6. Environmental protection sector:
e biogas, syngas,
e bioremediation, bioutilization3%3,

A characteristic feature of the Matopolska pharmaceutical industry is that manufacturers mainly
produce and sell generic medicines (approx. 20% of domestic production), while foreign manufac-

302017 global life sciences outlook. Thriving in today’s uncertain market, ed. G. Reh, raport Deloitte, https://www2.
deloitte.com/pl/pl/pages/life-sciences-and-healthcare/articles/raport-2017-global-life-sciences-outlook.html.

31 There is no detailed data on the size of sales markets for individual products, directions of sales in Poland and abroad
regarding the life science industry in Matopolska.
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turers sell primarily branded medicines to domestic markets (approx. 60% of medical devices im-
ports to Matopolska)3? 33, This is due to the fact that the production of branded (mainly innovative)
medicines requires very high expenditure on research on the new medicine and putting it on sale.
International corporations are able to bear such costs, in contrast to many local, manufactures of
Matopolska.

Business in Matopolska

The countries selling pharmaceutical products are defined as follows 3*:
e Germany (the value of exports is estimated at EUR 3.8 b / PLN 16.38 b),
e United Kingdom (EUR 1.3 b/ PLN 5.6 b),
e Czech Republic (EUR 1.1 b/ PLN 4.74 b),
e France (EUR1b/PLN 4.31b),
e The Netherlands (EUR 958 m/ PLN 4,129.3 m),
e Italy (EUR 868 m/ PLN 3,741.3 m),
¢ Slovakia (EUR 566 m/ PLN 2,439.63 m),

Importantly, in the perspective of 2014-2020, the program of promotion of the biotechnology and
pharmaceutical industry in Poland under the sub-measure 3.3.2 “Promotion of the economy based
on Polish product brands - Marka Polskiej Gospodarki - Brand” of the Smart Growth Operational
Programme 201-2020 (PO IR) is implemented.®. Entrepreneurs from the life science industry are
encouraged to diversify their product sales to countries such as: United Arab Emirates, China, In-
dia, Russia, Brazil, United States of America.

32 Rynek farmaceutyczny w 2017 roku, Warszawa 2018, http://www.nia.org.pl/wp-content/uploads/2018/01/IQVIA_
Rynek_farmaceutyczny_2017_RAPORT.pdf

3 Due to the lack of sufficient regional data, this document presents the sales market exclusively for the pharmaceu-
tical industry which is leading for life science.

34 2017 global life sciences outlook. Thriving in today’s uncertain market, ed. G. Reh, raport Deloitte, https://www?2.
deloitte.com/pl/pl/pages/life-sciences-and-healthcare/articles/raport-2017-global-life-sciences-outlook.html

3 Program promocji branzy biotechnologii i farmaceutykéw — informacja dla przedsiebiorcéw, https://www.mpit.gov.
pl/media/52061/BPPbiotechnologia.pdf
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The representatives of the life science sector in Matopolska are presented below. It is a selection
of entities based on reports of the Life Science Cluster in Krakow?.

MEDICINE

Table 1. Enterprises from the medical industry, operating as part of life science in Matopolska

3 Medical Technologies. Innovation Potential of the Malopolska Region, Klaster LifeScience Krakéw Fundacja, Krakdéw
2017.

Environmental Technologies. Innovation Potential of the Malopolska Region, Klaster LifeScience Krakéw Fundacja,
Krakéw 2017.

Food Technologies. Innovation Potential of the Malopolska Region, Klaster LifeScience Krakéw Fundacja, Krakéw 2017.



NA Business in Matopolska




I | Business in Matopolska

Source: Own study
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Table 2. Enterprises from the life science industry in Matopolska — environment profile

Source: Own study
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Table 3. Key business support institutions dedicated to the life science industry in Matopolska

Source: Own study on the

The most important cyclical industry events for the life science industry include:

Table 4. List of cyclic events of the life science industry in Matopolska

Source: Own study based on data from the Life Science Krakow Cluster, Foundation,http://lifescience.pl
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7. Investment incentives®’
Entrepreneurs implementing new investment projects in Poland can count on various forms of

support including tax, institutional, repayable and non-repayable financial supports. The most im-
portant of them are:

1. Special Economic Zones.

Special Economic Zones are separate areas for conducting business activities under preferential
terms. Entrepreneurs may benefit from income tax and real estate tax exemption in SEZ.

Income tax relief can be obtained by companies implementing new investment projects:
Small companies: 55%

Midsize businesses: 45%

Big companies: 35 %.

Companies can also count in the SEZ for the availability of attractive investment areas equipped
with the necessary technical infrastructure, as well as comprehensive assistance in legal and ad-
ministrative procedures related to the implementation of the project.

In the province The Krakéw Special Economic Zone (KSEZ) operates in the Matopolska region, con-
sisting of 36 subzones located in 35 Matopolska municipalities. It currently covers an area of over
949 hectares. KSEZ offers investors primarily greenfield areas. The offer also includes office space
located in attractive locations: the Czyzyny business center, the Pychowice business center and the
Krakéw Business Park in Zabierzéw.

Free investment areas covered by the SEZ status are located in the following sub-zones: Tarndw,
Nowy Sacz, and Dobczyce, Gdéw, Oswiecim, Stomniki and Wolbrom. The planned extension will
cover the areas in Bochnia, Gorlice, Ksigz Wielki, Trzebinia, Niepotomice and Zator.

The criteria for awarding real estate under the KSEZ are as follows:
¢ the degree of innovation in the technology of planned undertakings;

e the subject and scope of the economic activity so far conducted by the tenderer and the
activities which it plans to undertake in the zone;

e value of planned investments and conditions for their implementation (the condition for
obtaining a permit is to invest at least EUR 100,000);

e declared participation in the creation and modernization of infrastructure in the zone;
e declared cooperation with enterprises operating in the zone and its surroundings;

e compliance of the planned activity with the objectives of zone development;

37 Developed based on: Investments in Poland. Niewyczerpany potencjat, raport Deloitte, Warszawa 2017; http://
www.ctp.krakow.pl/; https://www.paih.gov.pl/strefa_inwestora/sse/krakow; http://businessinmalopolska.pl/strona/
www.ctp.krakow.pl/.
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e the degree of threat to the environment and planned undertakings in its protection;

Business in Matopolska

e the possibility of cooperating with Krakdw’s universities in research and education projects.

2. Co-financing: from the state budget and EU funds.

Entrepreneurs from the biotechnology sector can apply for two types of government grants: finan-
cial support for the costs of creating new jobs and / or co-financing a new investment under the
“Programme for supporting investments of major importance for the Polish economy for 2011-
2020".

In addition, entrepreneurs may apply for co-financing from operational regional and nationwide
programmes. Assistance in financing concerns both the costs of investment in research and de-
velopment infrastructure (support mainly from the Ministry of Investment and Development and
from Marshal Offices under Regional Operational Programmes), as well as operational costs of
R&D (support under the ROP and the budget of the National Research Center and Development).

8. Conclusions. Trends, challenges, directions of development

The life science industry is one of the fastest growing branches of science in the world and an in-
dustry that allocates significant expenditures on research and development®:, It is also a field that
has always been characterized by fast pace, dynamics of changes and frequent changes in trends.
The need to deal with such problems as increasing the costs of entering the market (including
the increase in the costs of clinical trials), the need for constant innovation, growing customer
expectations, as well as regulatory changes cause that the industry is under increasing pressure®.
New technologies, digital medical solutions, mobile applications, data analytics, diagnostics and
elements of artificial intelligence introduce the need for changes in the industry. The essential
directions of development of the life science industry include in particular:

1. Cooperation with global companies in the life science industry, in particular with pharma-
ceutical companies

Implementation of life science achievements to the economy is possible, among others
thanks to extensive cooperation with companies with global reach. It is connected with high
costs of entering the market as well as conducting clinical trials.

2. Government and regional programs supporting the life science industry.

The biotechnology sector belongs to the strategic directions of development on a national
and regional scale. Support for conducting research and development and implementation
works as well as financial support offered may increase the dynamics of this industry on the
national and foreign scale.

3. Coordination of activities related to the commercialization of scientific research between
representatives of science, business and other stakeholders.

38 http://www.ncbir.pl/en/news/art,1385,welcome-to-bio-poland-explore-our-potential.html
392017 global life sciences outlook. Thriving in today’s uncertain market, Report Deloitte, https://www?2.deloitte.com/
pl/pl/pages/life-sciences-and-healthcare/articles/raport-2017-global-life-sciences-outlook.html
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In Matopolska there is a huge research potential for the life science industry, but so far the
effectiveness of those works and the translation into the number of inventions, new prod-
ucts and economic processes is unsatisfactory due to barriers in the commercialization of
scientific research?.

Business in Matopolska

. Low efficiency in employment of staff specialized in various industries in the life science
sector

In the opinion of experts, the number of graduates and students ready to start working in life
science companies is much larger than the current potential of functioning enterprises*. The
local market is not able to absorb all those willing, which means that many of them go abroad
or change the industry. Those who stay, often work below their capabilities and contrary to
their education. Many entities employ people with a doctoral degree to perform simple lab-
oratory tasks, which is an ineffective allocation of human capital and waste of public funds
spent in their education. On the other hand, the number of graduates in life sciences may
also become the nucleus of the emergence of new enterprises from the industry, increasing
competition and stimulating innovation. To stop the flow of graduates abroad and encourage
them to create new companies in Krakow, efforts should be made to lower barriers to entry.
Those activities may take the form of help, e.g. by preferential rents for office and laboratory
space for ventures with a higher degree of risk, or subsidies for young scientists for spin off
/ spin out projects.

. Legislation supporting the development of the life science industry

The life science industry is particularly susceptible to legislation related to with limited re-
search on humans. For example, regulations regarding the collection, testing and storage of
stem cells caused in Poland the outflow of funds and researchers to foreign science centers
without such regulations.*” The implementation of restrictive regulations is unfavorable for
the life science industry, as this may lead to a drop in interest in the industry and the outflow
of already operating research teams to foreign units.

. Strong scientific units employing high-class experts in the life science industry

Matopolska has strong and significant scientific units in the life science industry. It is indis-
pensable for them to ensure a good level of functioning in terms of access to funds, high-
class experts, modern technical facilities, and promotion of achievements in the country
and abroad. In order to be able to fully use the potential of this industry in the region, it is
necessary to strengthen the coordination between individual stakeholders on the market
and ensure appropriate promotion of the region as attractive for investments in the field of
life science®.

40 Program Strategiczny. Regionalna Strategia Innowacji Wojewddztwa Matopolskiego 2020, Zatgcznik nr 1 do Uchwaty
Nr 995/16 Zarzagdu Wojewddztwa Matopolskiego z dnia 30 czerwca 2016 r., Krakdw 2016.

4 |bidem.

42 https://biotechnologia.pl/biotechnologia/prawo-badan-klinicznych-kilka-slow-na-temat, 16707

4 Strategic Programme - Regional Innovation Strategy of the Matopolska Region 2020, Krakéw 2016.
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B. Chemical industry

Business in Matopolska

1. Executive Summary

Companies from the chemical sector have in Matopolska access to many natural resources in the
region, mainly sandstone deposits, limestone, marl, dolomite, porphyry, melaphyre, diabase and
tuff.** Geographical location and communication network also facilitate the possibility of obtaining
energy resources, such as oil, natural gas or hard coal, necessary in many production processes.

Investors in the chemical industry can benefit from public support (including, among others, a
system of local tax concessions and infrastructure assistance) through Special Economic Zones
(SEZ), Economic Activity Zones (EAZ) and various business support and economic consultancy in-
stitutions.

A well-developed scientific base, in particular in technical and engineering fields, supports the
public and private sectors in intensifying research and development activities. The region’s inno-
vation can be confirmed by the presence of over 100 research and development centers (incl. In-
stitute of Advanced Manufacturing Technologies, Foundry Institute), as well as numerous projects
implemented by international and national concerns (incl. Synthos R&D Center, planned Grupa
Azoty R&D Center in cooperation with the Ministry of Development).*>4647

2. Characteristics of the chemical industry

2.1. Selected industries in Matopolska

The chemical industry is an important element of the economy in Matopolska with a great po-
tential for further development. As part of the “Regional Innovation Strategy of the Matopolska
Region 2020”, this sector was recognized as one of the seven sectors of the future.

Matopolska branches of the future (Regional Smart Specializations)*
1. Biotechnology and life sciences
2. Chemistry
3. Electrical engineering and machine industry
4. Sustainable energy
5. ICT/BPO/SSC
6. Metal production and metal products

7. Creative industries, including free time industries

“ Source: Centrum Business in Matopolska, August 2016

4 Source: Centrum Business in Matopolska, August 2016

% http://grupaazoty.com/ga-pn-20-p-872.html, 10.09.2018

47 http://grupaazoty.com/pl/wydarzenia/c/18/centrum-badawcze.html, 10.09.2018

8 Source: Annex No. 1 to the Resolution No. 1262/15 of the Board of the Matopolskie province of September 22, 2015.
Smart specializations of the Matopolskie province, Krakow, September 2015
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The strategy focuses primarily on solutions in the field of chemical engineering (implementation
of new compounds, chemical materials and technologies) dedicated to nine sectors of final recip-
ients, presented below.

Key segments of the chemical industry under the Regional Innovation Strategy of the Matopolska
Region 2020%

e Chemistry

¢ Advanced materials and nanotechnology
e Sensors

e Healthcare

e Agriculture and food industry

¢ Biological chemistry and the environment
e Power engineering

¢ Natural resources

e Waste management

e Materials for the needs of construction

The key chemical products currently produced in Matopolska: rubber products and plastics, flat
glass, fertilizers, technical and medical gases, which have extremely many applications in various
markets in the country and the world.*®

2.2. Main centers in Matopolska

Expenditure on R&D to a large extent determines innovation and further development of the
chemical industry in Matopolska, and one of the key factors affecting the decision to start devel-
opment projects is the acquisition of external financing by enterprises. The province stands out
compared other regions for the number of applications submitted and funding received as part of
the INNOCHEM programme (ranked second in the country).

Figure No. 1. Location of selected R&D centers in Matopolska

4 Source: Annex No. 1 to the Resolution No. 1262/15 of the Board of the Matopolskie province of September 22, 2015.

Smart specializations of the Matopolskie province, Krakow, September 2015

0 Source: Own study based on the activity profiles of key chemical companies in the region
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Institute of Foundry Krakow
The State Oil and Gas Institute Krakow
Institute of Forensic Expertise

Business in Matopolska

Private centers
Synthos R&D Center Oswiecim

Innovation support in the chemical industry in Matopolska are numerous research and educational
and educational centers of higher education - over 100 entities operating in various sectors of the
economy.>!

The key actors are the entities responsible for the commercialization of ideas and activities (4 uni-
versity centers). An especially interesting form of innovation support is IATI (Institute of Highway
Technology and Innovation), which aims to integrate the work of three environments, i.e. univer-
sities, independent research institutes and enterprises. The consortium, under the leadership of
AGH in Krakéw and the Wroctaw University of Technology, creates a total of 49 institutions (17
universities, 2 research institutes and 3 enterprises).>?

3. Size of the market in Matopolska Region

3.1. Market value (share in GDP, value in PLN, the value of main industries)

The chemical industry in Matopolska has been very dynamically developing historically (doubling
the market size in the period 2005-2015). The most dynamically growing segment of the market
are rubber and plastic products (CAGR 2005-2018: 7%), which constitute 40% of the value of the
chemical sector in the period in question. In 2015, the chemical industry accounted for as much as
7% of the province’s GDP (in current prices).>

Figure 2. Sold production of industry in Matopolska (PLN bn, EUR bn)**

2005 2010 2015 2016 2017E 2018E

B Chemicals and chemical products EUR billion B Rubber and plastic products EUR billion

1 Source: Centrum Business in Matopolska, August 2016

52 Source: http://iati.pl/o-nas/, data valid for January 2018

3 Source: Statystyczne Vademecum Samorzgdowca, Urzad Statystyczny w Krakowie 2017

% Source: Rocznik statystyczny wojewddztwa matopolskiego, GUS, Krakdw 2017. Own estimates for 2017-2018 based
on historic CAGR. Note: at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018
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3.2. Product and subject structures

Currently in the chemical industry in
Matopolska, there are less than 1.7 thou-
sand businesses, which gives the province
the fourth place in the country in terms of
the number of registered companies. In
the years 2015-2017, the number of indus-
try entrepreneurs in the region was char-
acterized by high growth (+ 4.5%) com-
pared to the analogous group in the whole
country (+ 3%).%°

Over 75% of entities are involved in the
production of rubber and plastic products,
which constitute the most important in-
dustry category. On the other hand, paints
and varnishes as well as plastic dominate
among products of “chemicals and chemi-
cal products” (together ~ 50% of the cate-
gory). The fertilizers were ranked the third
(13% of the category).

NA Business in Matopolska

Figure 3. Product structure of the Matopolskie province (share of individual product types in the

category of chemicals and chemical products in 2017)%¢

Paints, varnishes and other coatings

Basic for ms of plastic

M Other chemical products

Other inorganic basic chemicals
Other organic basic chemicals

Glues

%5 Source: Regional Smart Specializations of the Matopolska Province, Krakéw 2017, p. 52
%6 Source: Regional Smart Specializations of the Matopolska Province, Krakéw 2017, p. 52
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3.3 Investment expenditures

Business in Matopolska

Thanks to its attractiveness and sectoral specialization, Matopolska attracts many foreign investors
every year. According to data from 2016, the value of capital expenditures in the chemical indus-
try amounted to PLN 225 million (EUR 52.2 million).>” An important part of products was made of
rubber and plastics (13% of the total).>®

Figure 4. Expenditures in the chemical industry in 201459 and expenditures in 1989-2014 60 [EUR
min]

800
700
600
500
400
300
200
100

2014 1989-2014
B EUR million

Source: Handel zagraniczny w Polsce i Matopolsce 2016, Krakdw 2018, data in EUR m; Data in PLN, PLN
2,989 million in the years 1989-2014 and PLN 225 million in 2014, respectively

A significant part of the investment are companies with domestic capital. The largest investor is
Grupa Azoty (Tarnéw), whose investment plans in the period 2014-2018 amount to approx. EUR
0.25 million (PLN 1.068 million).®* The key projects of the company are the polyamide 6 production
plant and artificial fertilizer granulation system (together approx. EUR 125.98 million, i.e. PLN 543
million).®?

3.4. Import and export

The Matopolska products of the chemical industry are also appreciated by foreign customers,
which is reflected in the intensification of exports (+ 4% increase in 2016, y/y). The sector ranks
third among export goods of the region (# 1 machines and equipment, # 2 transport equipment).

57 Note: Data refers to 2014. Calculated at the PLN / EUR NBP rate of 4.31 from 12/09/2018 Source: Inwestorzy za-
graniczni w Matopolsce w 2014 roku, Matopolskie Obserwatorium Rozwoju Regionalnego, Warszawa 2016

8 Source: Inwestorzy zagraniczni w Matopolsce w 2014 roku, Matopolskie Obserwatorium Rozwoju Regionalnego,
Warszawa 2016

% Note: Calculated at the PLN / EUR NBP rate of 4.31 from 12/09/2018 Source: Inwestorzy zagraniczni w Matopolsce
w 2014 roku, Matopolskie Obserwatorium Rozwoju Regionalnego, Warszawa 2016

% Note: The data was converted according to FX USD / PLN = 3.16 in accordance with the average annual exchange
rate quoted by the National Bank of Poland. Calculated at the PLN / EUR NBP rate of 4.31 from 12/09/2018 Source: In-
westorzy zagraniczni w Matopolsce w 2014 roku, Matopolskie Obserwatorium Rozwoju Regionalnego, Warszawa 2016
61 Note: Calculated at the PLN / USD exchange rate of 3.72 from 12/09/2018 Source: Inwestorzy zagraniczni w
Matopolsce w 2014 roku, Matopolskie Obserwatorium Rozwoju Regionalnego, Warszawa 2016

52 Note: Calculated at the PLN / USD exchange rate of 3.72 from 12/09/2018 Source: Inwestorzy zagraniczni w
Matopolsce w 2014 roku, Matopolskie Obserwatorium Rozwoju Regionalnego, Warszawa 2016

8 Source: Handel zagraniczny w Polsce i Matopolsce 2016, Krakéw 2018, p.27
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Business in Matopolska

Figure 5. Value of goods export in Matopolska in EUR million (PLN million in brackets)®

Poland Matopolska Region
2015 2016 % 2016 2015 2016 % 2016
Chemical industry products 11.719 12.629 7% 362 355 4%
(50.509) (54.430) (1.560) (1.530)
Plastics and products 12.115 12.638 7% 917 976 11%
(52.216) (54.470) (3.952) (4.207)

Export is in line with the value of goods imported into the region (EUR 64 million (PLN 276 million)
of surplus imports in 2016).%

Figure 6. Value of imports in Matopolska in EUR million (PLN million in brackets)®®

Poland Matopolska Region
2015 2016 % 2016 2015 2016 % 2016
Chemical industry prod- 16.738 17.609 10% 636 697 8%
ucts (72.141) (75.895) (2.741) (3.004)
Plastics and products 12.885 13.463 8% 552 570 6%
(55.534) (58.026) (2.379) (2.457)

Nevertheless, it should be noted that in 2016 plastic exports represented a surplus over imports
of up to EUR 0.4 million (PLN 1.7 million)®”. The flagship export products of mass chemistry are
synthetic rubber products, whose leader is Synthos.

6 Source: Handel zagraniczny w Polsce i Matopolsce 2016, Krakéw 2018, p.27

6 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Zrédto: Handel
zagraniczny w Polsce i Matopolsce 2016, Krakéw 2018, p.27

6 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Zrédto: Handel
zagraniczny w Polsce i Matopolsce 2016, Krakéw 2018, p.27

7 Note: converted at the NBP PLN/EUR exchange rate of 4.31 from 12/09/2018
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The development of foreign trade also proves the high quality and growing innovation of the
chemical industry in the region. In 2008-2014, the most inventions and utility models in Matopols-
ka were reported in the “Chemistry” area - 776 applications, or 27.3% of the total applications.®® It
is also an industry that the UP RP has granted the largest number of patents in the province (30%
of the total patents).®°

Figure 7. Reported inventions and utility models in the Matopolskie province by area”

% Source: Innowacyjno$¢ i dziatania badawczo-rozwojowe wsréd matopolskich przedsiebiorstw, Matopolskie Obserwa-
torium Rozwoju Regionalnego, Departament Polityki Regionalnej, Krakow 2016
%9 Source: Innowacyjno$¢ i dziatania badawczo-rozwojowe wsréd matopolskich przedsiebiorstw, Matopolskie Obserwa-
torium Rozwoju Regionalnego, Departament Polityki Regionalnej, Krakow 2016
0 Source: Innowacyjno$¢ i dziatania badawczo-rozwojowe wsréd matopolskich przedsiebiorstw, Matopolskie Obserwa-
torium Rozwoju Regionalnego, Departament Polityki Regionalnej, Krakow 2016
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Figure 8. Structure of patents and protection rights granted in the period 2008-2014 in Matopol-
ska’™

Business in Matopolska

Chemistry
Mechanics
Tools
Electrotechnics
Other

Districts: of Tarnow and Wieliczka, and Krakow stand out compared to the region in terms of inno-
vation in various fields of chemistry.

4. Characteristics of enterprises

4.1. Employment (structure, the origin of human capital)

In 2016, the chemical industry employed as many as 10% of people working in industry in Matopol-
ska.”? The largest number of entities are companies employing up to 50 employees (97% of the
total number of employers from the sector).”® Almost 60 companies from the chemical industry in
the region are large entities that employed over 50 people (including 10 companies with a number
of employees above 250 each).”

Figure 9. Average employment in the chemical industry in Matopolska (thousand people)”

19.0 18.7

2010 2015 2016

B Chemicals and chemical products B Rubber and plastic products

"1 Source: Innowacyjnos$¢ i dziatania badawczo-rozwojowe wsréd matopolskich przedsiebiorstw, Matopolskie Obserwa-
torium Rozwoju Regionalnego, Departament Polityki Regionalnej, Krakow 2016

2 Source: Rocznik statystyczny wojewddztwa Matopolskiego, GUS 2017

3 Source: REGON quarterly tables, state of entry as at 30/06/2018

74 Source: REGON quarterly tables, state of entry as at 30/06/2018

5 Source: Rocznik statystyczny wojewddztwa Matopolskiego, GUS 2017
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According to information from the Matopolskie Province Office in Krakow, an increasing number of
foreigners find employment in the region (30 thousand people with residence permits in 2016).7
The most numerous group are citizens of Ukraine (14.5 thousand people), with a further upward
trend.”” Ukrainians work in many industries (also in the chemical sector), and among them more
and more often appear not only physical workers, but also well-paid specialists (e.g. programmers,
directors).”®

Business in Matopolska

4.2. Remuneration (by industry)

In 2016, the average monthly remunerations in the chemical industry in Matopolska were in the
range of PLN 3.5-5.2 thousand gross (EUR 0.8-1.2 thousand gross)’®, compared to PLN 4.0 thou-
sand (EUR 0.9 thousand) #°of the remunerations for the total industry in the region.®* The amount
of the remuneration is similar for the national averages in the sector (PLN 4.0-5.0 thousand gross,
i.e. approx. EUR 0.9-1.2 thousand gross).%?

Figure 10. Average monthly gross remunerations in industry in Matopolska [EUR]?
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2010 2015 2016

B Chemicals and chemical products B Rubber and plastic products

Competitive from the point of view of employers (compared to Western Europe), the level of re-
muneration and employee costs combined with very good education and specialist skills of human
resources is very attractive for many foreign investors.

76 Source: http://krakow.wyborcza.pl/krakow/7,44425,22212183,w-malopolsce-jest-30-tys-cudzoziemcow-z-
pozwoleniami-na-pobyt.html?disableRedirects=true

77 Source: http://krakow.wyborcza.pl/krakow/7,44425,22212183,w-malopolsce-jest-30-tys-cudzoziemcow-z-
pozwoleniami-na-pobyt.html?disableRedirects=true

78 Source: http://krakow.naszemiasto.pl/artykul/krakow-tu-zatrudnia-sie-przybyszow-z-ukrainy,3785533,art,t,id,tm.
html

7° Note: converted at the NBP PLN / EUR exchange rate of 4.31 from 12/09/2018

8 Note: converted at the NBP PLN / EUR exchange rate of 4.31 from 12/09/2018

81Source: Rocznik statystyczny wojewddztwa matopolskiego, GUS 2017

8 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Zrédto: Employ-
ment and remunerations in the national economy in 2016, Warsaw 2017

8 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Zrédto: Rocznik
statystyczny wojewddztwa matopolskiego, GUS 2017
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The market value of the company shows not only the scale and significance of its operations at
present, but also includes discounted forecasts of future flows. In other words, it shows what price
the market would be willing to pay for a given company. Entities of strategic importance for the
economy, whose shares are listed on stock exchanges, operating Matopolska.

Business in Matopolska

4.3. Market value of enterprises and financial flows

The largest company listed on the Warsaw Stock Exchange in the chemical industry operating,
among others in Azerbaijan is Grupa Azoty. The company has been present on the main listing
market since 2008 and is part of the WIG30 index®* and WIG-Chemia.

August 27, 2018, the company ranked 11 on WIG30, and 2 on WIG-Chemia, and is valued at PLN
3.8 billion (EUR 0.9 billion).®

The results of Grupa Azoty’s cash flow statement in 2017 indicate the healthy financial standing
of the company (PLN 1.1 million from core operating activity, i.e. approx. EUR 0.26 million)® and
intensive development activities (PLN -0.7 million from investment activity, i.e. approx. EUR -0.16
million).%”

Synthos (the leader on the rubber market in Europe), which in Matopolska has located as many as
two production plants, was until recently listed on the Warsaw Stock Exchange.

The capitalization of the company amounted to PLN 6.5 billion as at January 15, 2018 (EUR 1.5
billion).28

The results of the Synthos cash flow account in 2016 show quite aggressive development policy
- cash from operating activities (PLN 0.4 million, or approx. EUR 0.1 million)®) they balance out
investment expenditures (PLN -0.4 million, or approx. EUR -0.1 million).%

Other important players in the Matopolska region listed on foreign exchanges include Saint Gobain
(listed on the Paris Stock Exchange, included in the CAC40 index, capitalization of EUR 20.5 billion,
or PLN 88.4 billion®!) and Air Liquide (listed on the Paris Stock Exchange, is included in CAC40 index,
capitalization EUR 46.1 billion, or PLN 198.7 billion®?).

8 Note: The WIG30 index has been published since September 23, 2013, based on the value of the portfolio of 30
largest and most liquid companies from the WSE Main Market. Source: GPW

8 Note: converted at the NBP PLN / EUR exchange rate of 4.31 from 12/09/2018 Note: Data concern the entire Capi-
tal Group, and not only operations in the Matopolska region. Source: https://www.bankier.pl/inwestowanie/profile/
quote.html?symbol=GRUPAAZOTY

8 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018

87 Note: converted at the NBP PLN / EUR exchange rate of 4.31 from 12/09/2018 Source: http://tarnow.grupaazoty.
com

8 Note: converted at the NBP PLN / EUR exchange rate of 4.31 from 12/09/2018 Source: https://www.bankier.pl/
inwestowanie/profile/quote.html?symbol=SYNTHOS

8 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018

% Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Zrédto: Synthos
%1 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Note: Capitaliza-
tion applies to the entire Group, and not only to the area of activity in the Matopolska region

Source: https://www.zonebourse.com/SAINT-GOBAIN-4697/ na day 27/08/2018

92 Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Note: Capitaliza-
tion applies to the entire Capital Group, and not only to the area of activity in the Matopolska region. Source: https://
www.zonebourse.com/AIR-LIQUIDE-4605/ na dzieri 27/08/2018
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4.4. Division of enterprises by origin of capital

Matopolska is a very attractive region for domestic entities, as well as for foreign investors. In 2016,
1.9 thous. of entities with foreign capital, with a total basic capital of PLN 16.4 million (EUR 3.8
million) were registered in the province.*

60% of the top7 selected key manufactures of the chemical industry from the Matopolska region,
belong to domestic capital (Grupa Azoty, Synthos, Rafineria Trzebnia, Fagumit), 30% are French
investors (Saint Gobain, Air Liquide) and 10% are Finnish investors (Alwernia).*

4.5. Access to production of raw materials (share of domestic and foreign raw ma-
terials)

There are over 700 documented mineral deposits in the Matopolska region. However, the region

still has further prospects for expanding its current raw material base.®

The following mineral deposits exist in the province®®:

e energy resources (deposits of coal, methane in coal seams, crude oil, natural gas and peat)

% Note: converted at the National Bank of Poland PLN / EUR exchange rate of 4.31 from 12/09/2018 Note: The data
concern all industries (not only the chemical industry) in the Matopolskie province. Source: Economic activity of enti-
ties with foreign capital in 2016, Central Statistical Office 2018

% Source: Own study based on financial statements and industry reports

% 7rédto: https://www.malopolska.pl/urzad-marszalkowski/departamenty/departament-srodowiska/geologial

% 7rédto: https://www.malopolska.pl/urzad-marszalkowski/departamenty/departament-srodowiska/geologial
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e chemical raw materials together with iodine-bromine brine (rock salt, sulfur mineralization
and iodine-bromine brine have no economic significance at present)

Business in Matopolska

e non-ferrous metal ores (zinc and lead ore deposits)

e rock raw materials (deposits of sandstones, limestones, marls, dolomites, porphyries, mel-
aphyres, diabases, tuffs, natural aggregates, clayey materials of building ceramics, filling
sands, molding and for the ceramics industry, feldspar raw materials)

¢ healing and thermal waters, brine (especially valuable in the era of searching for renewable
energy sources).

Thanks to a well-developed communication network, Matopolska also has access to various types
of foreign raw materials. The basis for the production of the chemical industry are invariably crude
oil and natural gas. The dominating segment of the industry (85% of manufactured substances)
is organic chemistry based on hydrocarbons and derivatives (including ethylene, propylene).®’” For
example, natural gas is the raw material base for the production of fertilizers (important for the
Matopolska region). The access to hard coal, used as fuel in the company’s combined heat and
power plants, is also important for the production process.

5. Domestic and foreign markets

Significant for the chemical industry, end-user industries will grow at a moderate pace in the com-
ing years. However, it should be remembered that there are niches in the area of individual mar-
ket segments that are characterized by much faster growth forecasts (in some cases even a dou-
ble-digit amount of increase).®

The pace of development of the chemical industry also depends on the geographical location of
the markets. Some segments are extremely popular in developing countries, while they are extin-
guished in mature economies. On the other hand, interest in innovations and new technologies is
usually attributed to, among others Europe and the USA.*®

Contrary to appearances, this situation may open new opportunities and stimulate the further
growth of the chemical industry in Poland by launching sales in response to the expectations of
customers around the world and reaching various segments of the industry.'®

9 Source: industry press

% Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017
% Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017
100 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017
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Figure 11. Results of the survey prepared by the Polish Chamber of Chemical Industry (PIPC)*

Business in Matopolska

Which market segments in your opinion will be the main driver of changes for chemical industry
companies in Poland over the next 10 years? (% of responses of the survey respondents)

Agriculture 24%
Construction 19%
Automotive 17%
Electronics and IT [N 15%
Food industry [N 13%
Packages |GG 10%
Other M 2%
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In the survey prepared by PIPC the leaders of the chemical industry in Poland, responded that they
saw the greatest opportunities for development through agriculture, construction and the auto-
motive industry. The survey results confirm good development prospects for entrepreneurs from
Matopolska, for whom those markets are also crucial.

Figure 12. Selected markets for chemical industry manufactures in Matopolska'?

192 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017, own elabora-
tions

103 Note: CAGR provided for the entire automotive industry

104 Note: CAGR provided for the entire automotive industry
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Many international chemical concerns as well as very large companies with domestic capital decid-
ed to locate their plants in Matopolska.

Figure 13. Selected major representatives of the chemical sector in Matopolska'®®

Grupa Azoty

The following descriptions of selected key industry representatives show their strategic impor-
tance for the national economy as well as the potential to satisfy the needs of foreign markets.
The Polish group from the chemical industry with its registered office in Moscice (Matopolska)
was established in 1927. Since 2008, the Group has been listed on the Warsaw Stock Exchange. A
leading player on the European mineral fertilizers market (# 2 in the EU) and compound fertilizers
market (# 3 in the EU). An important player on the market of engineering plastics, OXO alcohols
and plasticizers. The Capital Group consists of four plants located in Tarnéw, Putawy, Police and
Kedzierzyn-Kozle and a dozen subsidiaries. It is planned to launch 68 investment projects for which
PLN 7 billion will be allocated (EUR 1.6 billion) until 2020, as part of the Group’s strategy’. The
company employs 14 thous. employees.*”

195 Note: Revenues concern the whole company, not only the Matopolska region; revenues concern Polish divisions in
the case of groups with foreign capital Source: Own study based on companies’ websites; D&B

1% Note: converted at the NBP PLN / EUR exchange rate of 4.31 from 12/09/2018

17 Source: Own study based on periodic reports and presentations on the company’s website
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Polish chemical concern founded in 1945 with its registered office in O$wiecim (Matopolska). The
Group’s activities are divided into five main segments: rubber and butadiene (# 1 rubber manu-
facturer in Europe), styrene and derivatives (# 1 polystyrene manufacturer for foaming in Europe),
dispersions, glues and latex, plant protection agents and cosmeceuticals and dietary supplements.
The Group has 7 production plants in Europe (including 2 in Matopolska), and employs 3 thousand
people (including 100 R&D employees).®

Business in Matopolska

Synthos

Saint Gobain

It is a French industrial group founded in 1665 and listed on the Paris Stock Exchange. It is the leader
in the production of flat glass and specialized technical materials (abrasive, ceramic, polymers) in Eu-
rope. Saint-Gobain is one of the largest foreign investors in Poland: it has 25 plants (including 4 facil-
ities in Matopolska), in which it produces 20 brands. The company employs 7.3 thous. employees.®

Saint-Gobain brands in Matopolska'?

Jaroszewiec Dabrowa Gornicza Dabrowa Gornicza Gorlice
Glassolutions Saint-Gobain Sekurit Adfors

Rafineria Trzebinia (Grupa Orlen)

Polish southern refinery located in Trzebinia (30 km from Krakow in Matopolska), which dates back
to 1895. Since 1999, it has been part of the Orlen Group. The refinery deals with crude distillation,
biodiesel production, fuel storage and paraffin production. Orlen Potudnie employs 640 people.!

Air Liquide

French chemical conglomerate founded in 1902, specializing in the production of industrial gases.
The Air Liquide Group has been present in Poland since 1995 and currently has four plants produc-
ing oxygen (Dgbrowa Gornicza), nitrogen (Krakéw), argon (Putawy) and krypto-xenon (Gtogdéw).*?

Alwernia

A Polish company of the chemical industry, which was established in 1923 with its registered office
in Alwernia (Matopolska). The owner of the company is the international KERMAS Group dealing
with, e.g., production and distribution of chromium. The business profile of Alwernia includes the
production of phosphorus compounds, chromium and agricultural and horticultural fertilizers.'*3

Fagumit

The Polish chemical company was founded in 1908. The largest manufacturer of medium and low
pressure hoses in Poland, which offers more than 50 types of suction and discharge hoses as well
as PVC. The company employs 200 people.***

1% Source: Own study based on periodic reports and presentations on the company’s website
199 Source: Own study based on periodic reports and presentations on the company’s website
110 Source: Synthos

111 Source: Own study based on periodic reports and presentations on the company’s website
112 Source: Own study based on periodic reports and presentations on the company’s website
113 Source: Own study based on periodic reports and presentations on the company’s website
114 Source: Own study based on periodic reports and presentations on the company’s website
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7. Trends, challenges, directions of development

The chemical industry is today a global market where companies from all over the world cooperate
and compete with each other. The market position of the company is influenced by, among others
a good understanding of not only local trends, but also global changes. The chemical industry,
often due to its strategic and economic significance, must take into account many external fac-
tors from various fields (including political
aspects, environmental and regulatory de-
terminants, the opinion of local communi-
ties, etc.).

As a result, when making decisions and
planning the development of the chemi-
cal industry in Matopolska, it is necessary
to take into account the conditions and
trends, not only at the national level, but
also at the European Union or the world
levels.

8. Trends

The chemical industry operates in the en-
vironment of continuous change. Industry
specific trends are a response to global
consumer megatrends and regulatory re-
quirements. The largest chemical con-
cerns, called “market makers” (companies
setting new trends, which are followed by
other players) has focused in recent years
on cost optimization, improving operation-
al efficiency and innovation.**> The chemi-
cal market is significantly consolidated, as
evidenced by numerous mergers and ac-
quisitions.

Figure 14. Key selected consumer megatrends and trends in the chemical industry*¢

115 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017
116 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017, p.48
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9. Challenges

Due to the challenges that are also faced by domestic manufacturers in the chemical industry, the
Polish Chamber of Chemical Industry conducted a survey among its members to identify forecast-
ed directions of changes in industry from the point of view of European manufactures.

Figure 15. Main reasons for limiting the competitiveness of chemical industry companies in Eu-
rope [% of responses from respondents]*’

Other

International 2%
trade agreements
10%

Diversification
of raw material prices
Higher innovativeness 29%
of competitors

16%

Commoditization
of the product offer
5%

Market
consolidation
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Figure 16. Respondents’ opinions on the trends of strengthening the competitive position on the
market of chemical industry companies in Europe in the perspective of 10 years [% of responses
from respondents]!!®
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Entrepreneurs mainly consider the geographical diversification of raw materials prices (30% of
responses among respondents) as main challenges. The strongest competition is seen by the re-
spondents in Asian and Middle Eastern manufactures (65% of responses from respondents).

117 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017, p.44
118 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017, p.44
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The chemical industry will also struggle with the challenges dictated by regulators. In the next few
years, several dozen active substances will fall out of use. In addition to legislation related to the
products themselves, regulations related to emission and production processes also play an im-
portant role. The introduction of restrictions may cause a partial loss of competitiveness in relation
to the markets of South America, Canada or the USA, which are not burdened with regulations that
apply in the European Union. Nevertheless, it can also be an opportunity for Polish entrepreneurs
to find new export destinations.

Business in Matopolska

10. Development directions

One of the main directions of the development of the chemical industry is to increase the pro-
duction of specialized, high-margin products. However, the change of the production profile to
specialized chemistry should be done prudently, so as not to become dependent on products that
are the basis for the production of specialized chemistry.

Positive actions of entrepreneurs can be intensified by improving the relationship at the interface
between science and business. Experts also emphasize the possibility of strengthening Poland’s
position on the large-tonnage products market, which often form the basis of specialist and in-
novative products, and they are a guarantee of independence from import.!*® Polish business is
particularly strong in the plastics and plastics processing segment.

From the operational side, enterprises from the chemical industry can develop primarily through
improving existing products, investments in new products and expansion into foreign markets.

Figure 17. Results of the PIPC survey for entrepreneurs from the chemical industry operating in
Poland™®
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In the survey conducted by PIPC among key entrepreneurs in the chemical industry in Poland, vir-
tually all companies plan to develop in the area of existing and new products (mainly organic de-
velopment). In turn, activity on foreign markets is considered by almost 80% of entities, one third
of which considers the entry into new markets through mergers and acquisitions.?

119 Source: https://chemia.wnp.pl/jakie-kierunki-rozwoju-przemyslu-chemicznego-nie-tylko-chemia-specjalisty-
czna,312697_1_0_1.html

120 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017, p.56

121 Source: “Przemyst chemiczny w Polsce. Pozycja, wyzwania, perspektywy.”, PIPC/EY, Warszawa 2017, p.56

52



Business in Matopolska

11. Industry events

Matopolska is becoming an increasingly popular direction of cyclical business meetings and nu-
merous trade fairs. 9 thous. business events that gather participants from around the world are
annually organized in Krakow alone.*?

Selected business events

The Economic Forum in Krynica is an annual international economic meeting of the region of
Central and Eastern Europe with over 25 years of tradition. The event organized by the Instytut
Studiéw Wschodnich Foundation is recognized as the largest meeting of representatives of politics
and business in the region (over 2.5 thousand participants each year).'??

Investment Forum in Tarnéw is part of the Forum of Regions organized within he Economic Forum
in Krynica - the Forum is used to discuss challenges related to the dynamically changing economy
and new pro-development trends. The Forum has operated as an independent event since 2015.*%

Annual Business in Matopolska Meeting is one of the most important cyclical economic events in
Matopolska. It has been held in Krakow since 2009, the participants include many representatives
of entrepreneurs, politicians and local government.*?®

Selected industry events

Kompozyt- Expo is the International Trade Fair for Materials, Technologies and Composite Prod-
ucts, which since 2009 has been held annually in Krakow. The event attracts 240 exhibitors each
year, over 3.2 thousand visitors from 22 countries around the world.'?®

In 2018, the 304th International Conference on Chemical and Biochemical Engineering (ICCB),
which brings together innovative scientists and industrial experts from the chemical sector from
around the world was held in Krakow.*?’

It is worth noting that also the professional R&D institutions organize many specialist events in
Matopolska, in which speakers from the country and around the world participate.

12. Investment incentives

Matopolska offers a wide range of investment incentives for entrepreneurs in the chemical indus-
try. All support instruments are available on the same basis for foreign investors as well as compa-
nies with domestic capital.

122 Source: Krakow, Matopolska Region. Meeting Compendium

123 Source: http://www.forum-ekonomiczne.pl/

124 Source: http://inwestforum.pl/

125 Source: https://www.malopolska.pl/aktualnosci/biznes-i-gospodarka/za-nami-7-annual-buisness-in-malopols-
ka-meeting

126 Note: data forecast for 2018. Source: http://www.kompozyty.krakow.pl/pl/

127 Source: http://theiier.org/Conference2018/Poland/3/ICCBE/
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Figure 18. Support for investors from the chemical industry
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Entrepreneurs from the chemical industry may apply for support granted in the form of subsidies
by the Ministry of Enterprise and Technology under the “Programme to the support investments
of significant importance for the Polish economy for the years 2011-2023”.

Special financial incentives (including tax reliefs, legal facilities) for investors, which until now
could only be used within the framework of Special Economic Zones, have been available through-
out the country since June 30, 2018. However, the 3 Special Economic Zones in Matopolska remain
an extremely interesting area for entrepreneurs:

e Krakow SEZ (ctp.krakow.pl)
e Katowice SEZ (ksse.com.pl)
e EURO- PARK Mielec (europark.arp.pl)

Under the new act, investments related to the creation of research and development centers are
to be preferred. The bonus can be awarded to those projects that affect the competitiveness and
innovation of the region.

Economic activity zones (EAZ)'? are separated areas prepared for investment that meet the needs
of potential in vestors'?, which are an interesting offer for many entrepreneurs due to:

e attractive financial conditions (fiscal, aid)

e existing and planned development (infrastructure)

e support through the supply of various (legal, transport, scientific) services
e sociocultural dimension (atmosphere, security)

The current and detailed information regarding the Matopolska offer within EAZ is available on the
Internet:

e existing zones: http://panoramy.businessinmalopolska.pl/

¢ planned zones: http://panoramy.businessinmalopolska.pl/planned/

128 Note: Provisions on creation and development support (EAZ) on the Matopolska channel are included in the Sub-re-
gional Development Programmme until 2020 and the Detailed Description of the Priority Axes of the Regional Op-
erational Programme of the Matopolskie province for the years 2014-2020. A detailed, constantly updated offer of
investment areas with descriptions is available on the CTP website: www.sse.krakow.pl

129 Note: Economic Activity Zones are most often created by local governments and operating pursuant to the Act of
October 20, 1994 on Special Economic Zones, Regulations of the Council of Ministers on the creation of individual
zones, as well as zone regulations and plans for their development.

54



/

Matopolska has greenfield investment areas (undeveloped plots) as well as brownfield sites (built-
up plots, usually already used industrially).

Business in Matopolska

A special form of support is the INNOCHEM sector program, which aims to improve the competi-
tiveness of the Polish chemical industry on global markets by commercializing innovative solutions
in cooperation with the science sector. The programme perspective is 2023, and the amount of
project co-financing (25% -80% of the investment value) under Competition | amounts to PLN
120 million (EUR 28 million).**® The programme was initiated by the Polish Chamber of Chemical
Industry (PIPC).

Industrial and Technological Parks are meeting places for industry and R&D centers that enable
both parties to develop faster, among others through the possibility of using infrastructure dedi-
cated to clusters.

Entrepreneurs involved in Industrial and Technology Parks may use the following services:
e consulting in setting up a company
e technology transfer
e creating conditions conducive to business development.'3!

One of the important clusters for the chemical industry in Matopolska is the Tarnow Industrial
Cluster founded in 1999 (one of the members of the cluster is Grupa Azoty).**? The aim of the pro-
ject is to create appropriate conditions that will encourage plastic industry manufactures to locate
their projects in Tarnéw.

The cluster connects companies from various sectors, including chemical, construction and electri-
cal industries, which further extends the possibilities of cooperation and development.

In addition, there are several centers supporting investors in Matopolska, where you can find the
most up-to-date information on development in the region.

Krakéw Nowa Huta Przysziosci S.A. Centrum Obstugi Inwestora Centrum Business in Matopolska
Osiedle Willowe 30, 31-902 Krakow Bracka 1, 31-005 Krakow Podole 60, 30-394 Krakow
Tel. +48 12,348 01 55 Tel. +48 12 616 6002 Tel. +48 12,620 91 40
Mobile +48,727,432,104 Fax +48 12 616 6001 Fax +48 12 620 91 66
Email: biuro@knhp.com.pl Email: coi@um.krakow.pl Email:

contact@businessinmalopolska.pl

www.knhp.com.pl www.businessinmalopolska.pl

130 Note: converted at the NBP PLN / EUR exchange rate of 4.31 from 12/09/2018 Source: https://www.ncbr.gov.pl/
programy/fundusze-europejskie/poir/konkursy/konkurs3122015innochem/opis-programu/

131 Source: Doing Business in Matopolska, Krakéw Nowa Huta Przysztosci, 2018

132 Source: Klastry w wojewddztwie matopolskim, PARP
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