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Abstract:

The paper presents a selected example of privairzaind restructuring of the Polish
agri - food economies in transition as an examgdlehe National Sugar Company SA. The
next steps of the restructuring process of comganikich were forced by the necessity of
adapting to the requirements and standards of theket economy, as a future great group
functioning in the international arena were preszhtThe research hypothesis that properly
designed and adopted a strategy of transformatibmprovatization led to the creation of
modern enterprises was positively verified. Restming programs have proved effective and
contributed to a significant increase in the valfecompanies not only in Poland but also
abroad.

*k*k

1. Introduction

Period of six years of the Polish economy in thé &ructures can be considered
sufficient to attempt to make assessment of thel lefsprivatization and restructuring of agri
— food sector, which followed in the phase of triamis and transformation and have been
necessitated by the need to adapt to the requitsnoéorganizational units and standards of
the market economy. Privatisation of state entsgsrivas launched in 1990, by the enactment
of the Law on privatization of state enterprised #me creation of the Office of the Ministry
of Privatization. In subsequent years, the privatization processgeaerned by the Law on
Commercialization and Privatization of state eniegs, and additional legislatibrOn the
basis of the provisions contained in those instntsiased three basic methods of proceeding
in the privatization of state enterprises were tdad: the commercialization of the company
- that is transforming a company wholly owned by Treasury, direct privatization based on

1 Ustawa z dnia 13 VII 1990 r. o prywatyzacji prgeetiorstw pastwowych (Act of 13 VII 1990 on the
privatization of state enterprises) (Dz. U. Nr ptz. 298) z pZniejszymi zmianami.

2 Ustawa z dnia 30 VIII 1996 r. o komercjalizacjirywatyzacji przedsbiorstw pastwowych (Act of 30 VI
1996 on commercialization and privatization of etahterprises) (Dz. U. Nr 118, poz. 561) zmpéjszymi
zmianami obowjzujaca od 8 IV 1997 r., Ustawa z dnia 25 1X 1981 rpreedsgbiorstwach pastwowych (Act
of 25 September 1981 on state enterprises) (DA.991 Nr 18, poz. 80) z paiejszymi zmianami, Ustawa z
dnia 19 X 1991 r. o gospodarowaniu nieruchécrami rolnymi Skarbu Restwa oraz o zmianie niektérych
ustaw (Act of 1919 X 1991 agricultural propertytbé Treasury and amendment of some laws) (jedniakst
Dz. U. 2001 Nr 57, poz. 603) z fdiejszymi zmianami, Ustawa z dnia 30 IV 1993 r.asadowych funduszach
inwestycyjnych i ich prywatyzacji (Act of April 3d,993 on National Investment Funds and their Paatibn)
(Dz. U. Nr 44, poz. 202) z gdiejszymi zmianami.
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the disposal of the assets of the company by thading body and the liquidation of an
enterprise - even by the founding body. The proacdsgrivatization is also subject to the
assets of former state farms, which were then pwated into the Agricultural Property
Stock of the TreasufySeized property, which now has been subject técAljural Property
Agency, was processed during restructuring proaadsprivatization. The main objective of
privatization processes in the Polish economy wasintrease the competitiveness of
enterprises in the international arena, increasar teffectiveness, independence and
sovereignty and their allocation of capital througk stock exchange mechanism. They had
to bring tangible benefits to the economy by redgatate resources involved in the general
activity state, the elimination of subsidies andrgs, and focus on free movement of
domestic and foreign capital. A step in parallelthwiprivatization process was the
restructuring process carried out, which in varigiimensions has been introduced in the
majority of enterprises privatized. The restructgrprocess consisted of activities which are
diagnostic - a design that had improved the managerand executive in the enterprise,
taking into account environmental conditions and foper use of its own potenfia/As
noted by A. Nalepka the effects of restructuring gisible in the long run, because their
implementation is an intensive labour, requiresrcwing many barriers and to address the
nature of organizational, technological and soeigdsychological aspects of management.
Planned changes must take place gradually anceifotig term. Restructuring must be action
oriented, deliberate, and based upon the exper@mmdgrecise plan and scheduled activities.
Implementation of the restructuring program is tagponsibility of company management,
which regulates the changes, adopting a differeangth, range and direction of actiéns

The restructuring program is to realize itseghives, which can be divided into economic -
for the effective functioning of enterprises in ttteanging market conditions, and social goals
- which were intended to mitigate the negative aoeonpact of the changes carried out. The
restructuring program by R. Borowiecki should irdduelements for the development and
modernization of enterprises and system changéshioald be linked to:

- Transformation of technical - technological andngfarmation of range of

products (as restructuring in question);

- the transformation of legal, organizational amdremic aspects (as restructuring

operators}.

At the beginning of transformation processes itisReeconomy, many authors treat
the restructuring process as an essential elenmfetfteotransformation that is a “system
reconstruction, modernization or upgrading, or eorgorization organizational structure and
operating principles of business, which has a cempmultidimensional and protracted
nature, and its premises are making in emergeneesiopment of structures affectédThe
main objective of the restructuring process wasrsure minimum conditions for survival in
the longer term move towards the development compperating in a changing, competitive
environment. This was to be reflected in the purstiimproved economic performance, and
especially in reducing costs and developing a profithe longer term restructuring process

3 Ustawa z dnia 19 pdziernika 1991 r. o gospodarowaniu nieruchéciemi rolnymi Skarbu Restwa oraz
0 zmianie niektérych ustaw (Act of 19 October 1@@ithe agricultural property of the Treasury anétadment
of some laws) (Dz. U. 2004 Nr 208, p0z.2128) zrp@szymi zmianami.

4 A. Belniak, K. Firlej, T. BoberProces restrukturyzacji polskich przegdsiorstw w okresie transformacii i jego
determinanty w sektorze gastronomicznyrdeszyty Naukowe Woydzialu Ekonomii i Stosunkow
Miedzynarodowych, Nr 2, Uniwersytet Ekonomiczny w Kaake, Krakéw 2007.

5 A. NalepkaZarys problematyki restrukturyzaciji przegtsiorstw, Antykwa — Krakéw 1998, s. 24.

6 R. Borowiecki, Restrukturyzacja a procesy rozwoju i kreowania wgmit przedsgbiorstw, Akademia
Ekonomiczna, Krakéw 2002, s. 40.

7 Borowiecki R., [red.]Zarzdzanie restrukturyzagjproceséw gospodarczych. Aspekt teoretyczno-prakjyc
Difin, Warszawa 2003, s. 73.
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was about to increase the competitiveness of thgaay, build competitive advantage and
increase market value of the company. An importaspect was to ensure maximum
integration of activities, creation of modern co#tand the promotion of innovation.

Period of the Polish economy can be divided into stages, first among which is the
introductory phase of a large community of near®0 Snillion European society and the
second beginning in 2007, the global economicgriBne Polish economy has been subjected
to at the beginning of integration, therefore, &mrcto adapt in a general new economic
system, to later meet the difficult period of ecomo crisis experience, which, despite the fact
that was launched in the United States, triggeradugh more negative effects in most
developed countries of the European Union. Managémmany Polish companies have to
verify their strategies, which were mostly develdpen the basis of many modern
management paradigms already in force in the Ewampédnion. The initial period of
economic crisis has been extremely difficult formp@ompanies that get into debt due to the
improper use of its currency options busifieswy the inability to quickly review their
objectives and strategies. Taking into accountdisadvantages that stood in the way of
businesses managers who participated in restragtyocess and privatisation of Polish
entities, one can distinguish among them thosegutie best period of transition for the
positioning of both the internal market and inteiovaal market. In the agri — food industry, it
included the privatization of enterprises previgugberating under the auspices of the state,
which functioning under the various privatizatio@edures (in food processing, in the 80’s,
16,000 craft firms were functioning). The changéswnership in enterprises of Polish agri -
food industry were inevitable, and they were therse of the transformation occurring
throughout the industry. Similar targets were gitaced on the privatized agencies, and in
relation to these entities were the same as foeratbmpanies. As an example of the key
objectives of microeconomic privatized businesssucan be presented: the transformation of
productive and organizational structure, the maodation of production techniques and
technologies, efforts to increase competitiveness @roductivity, as well as to stimulate
exports. Privatisation of the Polish agri - foodiustry raises a lot of controversy among
economists (e.g. lack of broad participation in dgeicultural producers), which both parties
can be justified, but on the other hand, remembat it was the only and right way of
transformational transformations made in our econoihis also possible for the purposes of
this research to develop a hypothesis that propeelsigned and adopted, a strategy of
transformation of privatization led to the creatminmodern enterprises, where restructuring
programs have been successful, and despite theéh&csometimes spontaneously followed
contributed to a significant increase in their walanot only in the country but also
internationally. An example of such enterprisesghia agri — food industry is the National
Sugar Company SA in Torun, which origin and functwill provide a background to verify
the claim staked.

8 W wigkszdici inwestycje te polegaly na zawarciu z bankiem wyaa ztaone instrumenty pochodne
nazwane ,zerokosztowymi”. Przegiorstwo stawato ginabyweg opcji typu Put i jednoczaie wystawg opcji
typu Call. Obie opcje byly zawierane na innym kersUR/PLN i nie byly symetryczne. Opcja Call,
w wigkszasci wypadkow, opiewata na 2 razy ¢gkisza pozycg niz opcja Put. Silne ostabienie kursu zlotego
spowodowatoze inwestorzy ponidi straty, co w niektérych przypadkach doprowadzidb do upadiéci. In
most of these investments consisted of the cormiusf the agreement with the bank to complex déxiga
called ,unpaid”. The company became a buyer of adption, while a call option issuer. Both optionsre
made on another exchange rate EUR / PLN and wersynumetrical. Call option, in most cases, amoumbe?l
times greater than the option position Put. Strdegreciation of the zloty exchange rate meant ithatstors
have suffered losses, which in some cases led thdmnkruptcy.
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2. National Sugar Company SA — factography

National Sugar Company SA in Torun was foundedugust 2002 and is currently
the largest in Poland and eighth-largest sugar ym@din Europg as well as the largest
company in the agri — food industry. The first yedrthe National Sugar Company, the
company competed with large unpaid debts and dibiga taken over from the sugar
factories with outdated infrastructure facilitieaswery difficult for it. The company then had
to operate in deregulated and volatile sugar madqet in a precarious legal - organizational
situation. At that time, its main purpose was ty p# the resulting drop in the acquired
plants of debt, build and implement of the restitiog process, the creation of new patterns
of trade, addressing new markets and begin theepsoof investments in sugar factories
seized. The value of the share capital at the bimhe creation was PLN 478,056,226.00,
which after five years of operation has doubledisltthe company resulting from the
consolidation of the three primary sugar compathas were merged into a holding company
under the decision of the Minister of the Treasubjter a year of operation on %0
September 2003, the company was transformed intorgoration, composed of 23 sugar
mills operating entered as joint stock companidse $hare of companies in the domestic
market of nearly 40 percent, and in terms of sedeenue and capital is one of a hundred
largest companies in Poland. Sincé"¥eptember 2003, the company operates as a single
nationwide corporation, which includes eight prexly separate branches of joint stock
companies. The Company also holds a majority siaka sugar factory Lsnierz SA.
National Sugar Company SA, as plants has extemsigerience in the market and is located
in eight province¥. The performance of the company involved more th&®00 growers
from nearly 75 thousand hectares area, who supay ® million tonnes of beet annually. All
plants produce sugar, which corresponds to Eurotamdards, whose clients are both
considered to Polish companies and prestigiousrnat®nal companiés The leading
purpose of the National Sugar Company SA sinceébggnning of taking action is aimed at
developing high quality standards and high positignthe company internationally. To
achieve the target, the company in 2003 launchgeess of profound restructuring, which
was to reduce costs, improve profitability and @rication of production in the biggest and
strongest of its plants. One of the stages of wetiring process was carried out in the
National Sugar Company SA is to implement a comgmsive investment program in Polish
sugar factories, whose value exceeded 300 millioN. mMNational Sugar Company SA from
year to year is getting higher rankings the top 806Mhpanies prepared by Rzeczpospolita
daily and weekly “Polityka”. NSC, as one of the tobasinesses and exporters, which are
taken into account, such as economic size: theddizevenue, indicator of profitability and
net income, or employment and investment. The compa also among the 100 most
valuable companies in Poland, which ranking is ishield by “Newsweek”.

9 Krajowa Spotka Cukrowa S.A., http://www.polski-éeikpl/index.php?strona=5, dept1.06.2010 r.

10 W sktad Krajowej Spotki Cukrowej S.A. w Toruniu haedz nastpujace zaktady: (The National Sugar
Company SA in Torun, includes the following estshinents:),Cukrownia Dobrzelin” w Dobrzelinie, Fgka
Cukierkow ,Pszczotka” w Lublinie, Cukrownia ,Kluce®” w Stargardzie Szczewkim, Cukrownia
.Krasnystaw” w Siennicy Nadolnej, Cukrownia ,Kruso&” w Kruszwicy, Cukrownia ,Malbork” w Malborku,
Cukrownia ,Nakto” w Nakle, Cukrownia ,Werbkowice¥ Werbkowicach. Ponadto Krajowa Spétka Cukrowa
jest wikszaiciowym akcjonariuszem Cukrowni ,Kmierz” S.A/ w Le&mierzu oraz Cukrowni ,Metno”
w Melnie.

1 1bidem.
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3. National Sugar Company SA as an example of transfaration of privatization
and restructuring process

The origins of the National Sugar Company SA arbkd found as early as 2000, when
work began on the creation of the “Polish Sugarank the end of 2000 the Treasury has
entered into a conditional agreement to sell 958kesin the Silesian Sugar Company SA, to a
French company moose Saint Louis Sucre Interndti®Aa which controlled the 16 sugar
mills, and had almost 17% share in the domestidyrtion of sugar and was the only one of
the four sugar companies privatized as a wholeaulmx other companies were included in the
regional privatization prograth In 2001, after the entry into force of the Law 2#f June
2001 on the sugar markét National Sugar Company SA was established, whusabers
were to enter factories, which at that time hadysbtbeen privatized. This Act was amended
on 26 March 2002, and subsequently adopted by thén€ll of Ministers. Its content is
assumed to merge into a single holding companylisiP&ugar”; all sugar companies, both
companies with 100% state-owned sugar refineriesigawith where it has at least 75% of
the shares. Thus was created to combine sugar co@span which its shares could also have
employees and growers, who began issuing sHfar€sus began the implementation of a
strategy to create the most powerful entity inshgar market, with the aim of controlling it
by employees and growers. Implementation of thistesjy was to run three steps, and in the
beginning there were no indications of any diffimd that would occur in practice its
implementation. The consolidation process proceadedrding to the following steps:

- First stage - with its combination of sugar andja free issue of shares to eligible
employees and growers. The result of that condadidavas supposed to be linking
workers and growers, the National Sugar Companya®Aentity which is owned by them.

- Second stage - the sale of shares paid for stgapanies (when combined with sugar
refineries) to employees and farmers, so that llagesof the Treasury in the company of
sugar does not exceed 50% of the total numberaskesh

- Third stage - the creation of a single entitywhich workers and growers will have the
majority of the shares as a result of the mergesugfar, which took at least 50% of the
shares. The new entity was to be called “SugasRdbint Stock Compant?.

The difficulties occurred in the case of the SdasSugar Company SA, as its shares
have been blocked by a court to secure the actishigh for the creation of the National
Sugar Company “Polish Sugar” was necessary to armendct on the sugar market. For this
reason, until 28 August 2002 the National Sugar Company Sugar P& was not created,
which was an increase in the share capital of Mazewujawy SA Sugar Company by
contribution in kind, belonging to the Treasuryamsds of the two sugar companies such as
Lublin-Matopolska Company Sugar SA and Pami®-Pomeranian Sugar Company8A

12 Ocena przebiegu prywatyzacji meju Skarbu Pastwa w 2000 roku http://prywatyzacja.msp.gov.pl/
download.php?s=5&id=8, degft 5.06.2010 r. (Assess the course of privatizatibmssets of the Treasury in
2006)

8 Dz.U. Nr 76, poz. 810.

14 Ogdtem w 2000 r. w procesie nieodptatnego ugnsania akcji/udziatdw, w oparciu o wszystkie wvgtawy
uprawnieni rolnicy i plantatorzy 15,4 min akcji/uagibw o wartdci nominalnej 0,1 mid zk. (Overall in 2000 in
the free sharing of shares, based on all the ab®steempowered farmers and growers of 15.4 millstwvares
with a nominal value of 0.1 billion zi), http://pmatyzacja.msp.gov.pl/download.php?s=5&id=8, ¢pst
5.06.2010 .

0Ocena przebiegu prywatyzacji mt§u Skarbu Pastwa w 2001 roku http://prywatyzacja.msp.gov.pl/
download.php?s=5&id=7, dagt 5.06.2010 r. (Assess the course of privatizatibassets of the Treasury in
2006)

6 Ocena przebiegu prywatyzacji mt§u Skarbu Pastwa w 2002 roku http://prywatyzacja.msp.gov.pl/
download.php?s=5&id=6, dagt 5.06.2010 r. (Assess the course of privatizatibassets of the Treasury in
2006)
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In 2003, construction began on a preset schedate cansistent with the target structure of
the National Sugar Company SA process involvingitlverporation of its subsidiaries. On
May 30" 2003 has been called “a great merger”, or calldofactories in a large corporation,
which was the first of such large scale in Poléandlvith the merger the National Sugar
Company SA it acquired their wealth with all theights and obligations which have
contributed to the unification of legal and orgatianal structure of the company. On this
day, over 100 thousand growers and more than 1&#mul co-workers has become a national
concern in the design standards in many EU couwntfiee merger is called the incorporation
of subsidiaries accounted for the beginning andessary condition for the further
transformation of a restructuring that whereas féicdlt financial situation of some sugar
mills and the difficult market situation, displayadurplus of sugar and low prices, forced the
company to seek opportunities and financial suppam external sources. In addition,
incorporation of companies in the group NSC Po$siyar SA led to the creation of one of
the largest Polish companies belonging to the 2@ndred largest in terms of amount of
capital (more than 800 million PLN) and at"88lace in terms of sales (nearly 1.5 billion PLN
net), which employs more than six thousand peopteia possession of nearly 40-percent
share of the domestic sugar matRet

In addition to the launch, the incorporation oéyously developed a restructuring
program that was required to obtain and take a etithf@ position in the sector has begun.
During this period, the process of transforming leional Sugar Company SA used the aid
to finance both the restructuring processes irateas of employment, as well as property and
finances. Litigation in relation to the subordindtetories was also fought (such as the
Silesian Sugar Company SA), whose shares were Nalkibnal Sugar Company SA has also
introduced in 2003, a modern management systemri&gaepared by ComArch SA, whose
task was to ensure communication between the ITpeommheadquartered in Torun, with the
remaining sugar plants, which operate throughout tPolish ared. The program
implemented by the company ComArch not only imptbtiee management at headquarters

"W sktad koncernu weszty: (The group included:) @ukmia ,Borowiczki S.A.” w Ptocku, Cukrownia ,Bré
Kujawski S.A.” w Brzdciu Kujawskim, Cukrownia ,Cgstocice S.A.” w Cgstocicach, Cukrownia ,Dobrzelin
S.A. w Daobrzelinie, ,Cukrownia Janikowo” w Janikayi Cukrownia ,Klemensow” w Klemensowie,
Cukrownia ,Krasnystaw” w Siennicy Nadolnej, Cukraan,Kruszwica” S.A w Kruszwicy , Cukrownia
.Lesmierz” S.A. w Ozorkowie, Cukrownia ,Lublin” S.A. vitublinie, Cukrownia ,tapy” S.A. w tapach,
Cukrownia ,Malbork” S.A. w Malborku, Cukrownia ,MatWie” S.A. w Malej Wsi, ,,Cukrownia Nakto” S.A.
w Nakle, Cukrownia ,Nowy Staw” w Nowym Stawie, Cakvnia ,Opole” S.A. w Opolu Lubelskim, Cukrownia
,2Ostrowy” S.A. w Ostrowach, Cukrownia ,Rejowiec” &. w Rejowcu, Cukrownia ,Sokotéw” S.A. w
Sokotowie Podlaskim, Fabryka Cukru w Tucznie, ,Guknia Werbkowice” z siedzipw Werbkowicach,
Cukrownia ,Wauczyn” S.A. w Wauczynie, CukrowniaZnin” S.A. wZninie oraz spotki ustugowo-handlowej
~.Cukrownie Toruhskie” S.A. w Toruniu.

18 www.polski-cukier.eu/index.php?strona=85&wiecej=4a8stp 8.06.2010 r.

19 »Egeria” jest nowoczesnym systemem, ktérego gltéwrgemlaniem jest wspomaganie nowoczesnhego
zargdzaniasrednim i duym przedsibiorstwem. ,Comarch Egeria” zostat stworzony w @paro przepisy

i standardy polskiego prawa z uwgghieniem wymogow stawianych przed nowoczesnymi esgami
informatycznymi wspomagagymi zarzdzanie. System jest zgodny z obgmijgcym stanem prawnym,
w zakresie ogolnie obowiujacych przepiséw prawa, jak réwiieszczegotowych regulacji dotygzych
podmiotéw sektora publicznego. System posiada bydoedutows oraz charakteryzujeesivysokim stopniem
konfigurowalndci, co pozwala na dostosowanie go do indywidualnydtrzeb i wymaga instytucii
publicznych. (,Egeria” is a modern system, whossmmask is to support modern management of medioah
large enterprise. ,Comarch Egeria” was created dase rules and standards of the Polish law with the
requirements of the modern information systems wiigpport the management. The system is compatitte
the current legal status, the general provisiontawef as well as the detailed arrangements foripugactor
entities. The system is modular and is characteérimea high degree of configurability, which allowsu to
customize it to their individual needs and requeets of public institutions.)
http://www.comarch.pl/administracja_publiczna/prktadministracja_publiczna/comarch_egeria, elost
6.06.2010 r.
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and various branches of the company, but also h@med business processes and raised the
quality of customer service. A positive aspect leé program was the introduction of full
integration of the company, including the flow otd about its finances, as well as
accounting and all activities related to logistasd sales across all functioning in the
country’s organizational units. These were congdeas very important and significantly
contributing to the innovative restructuring of tt@mpany, and its transformation in modern
managed a large and consistent nationwide complaatysuccessfully finds its place among
the other sugar-producing companies in the intenak arena. As part of the company’s
privatization process began issuing free 15 peroéshares to workers and growers, which
resulted from the provisions of the amended Acttlom sugar market, the Law on the
Agricultural Market Agency and the organization sime agricultural markets. Operation
was carried out to ensure that workers and growensership stake in the National Sugar
Company SA, and reciprocal free trade in shares.

In 2004, wide-ranging activities of a restructgrihave started, aimed at reducing
production costs by optimizing spare capacities pnodeeded to the practical completion of
the implementation of the total extinction of suganduction provided for the years 2003 to
2004 in seven sugar factories. These activitiesesweade possible under the Act of"26
August 1994 for ownership transformations in thgasuindustry, which was used by the
Council of Ministers and, which on 80November 2004 issued an ordinance concerning the
privatization program of the National Sugar Companyg the mode of disposal of shares in
the company’s sugar beet growers and wofke@n the basis of this regulation has been
established:

- the privatization program of the National Sugantpany SA,

- the mode of disposal of shares in NSC SA onlgugar beet growers, production contracts
associated with that company and its employees;

- a way to pay for shares in NSC SA in instalmé&nts

At the same time a modernization program was laetcand implemented, which
aimed to improve the competitiveness of the Natidizgar Company SA, a program of
social protection and utilization of redundant &ss@ a manner enabling the creation of new
jobs outside the sugar industry. In implementingestructuring program four factors were
taken off sugar production in 2004, that were tik¥ing plants: Sugar “Borowiczki SA” in
Plock, Sugar “Klemensow” in Klemensow, Sugar “SakolSA” in Sokolow Podlaski, and
Sugar Znin SA” in Znin. The decision and the choice of these factoriese analyzed in
detail on many factors such as: the distance filoenbieet farm, sugar production capacity,
their capacity for development and economic perforce. There were also attempts to
minimize the effects of restructuring in relatiom workers made redundant by running
alternative economic activities in the sugar faew®rbeing wound and providing specific
actions of a sheath. It was also confirmed thatghmvers will retain the opportunity to
supply raw material to the National Sugar CompaAya8d will retain the existingtatus quo
as suppliers.

The year 2005 for the National Sugar Company SAhés action to complete the
incorporation of the company, which was based aombination of companiés At the
same time their mode of disposal of shares in tmpany’s sugar beet growers and workers

20Dz.U. z 2004 r. Nr 264, poz. 2628.

21 Ocena przebiegu prywatyzacji mtju Skarbu Péstwa w 2004 roku http://prywatyzacja.msp.gov.pl/
download.php?s=5&id=3040, dept5,06,2010 r. (Assess the course of privatizatibassets of the Treasury in
2006).

22 Na podstawie art. 11a ustawy z dnia 26 sierpn# 190 przeksztatceniach art. 11a ustawy z dniai@énia
1994 r. o przeksztatceniach wlasaowych w przem$le cukrowniczym (Pursuant to Art. 11 Law of 26 Asgu
1994 Article on transformations. 11 Law of 26 Augli894 for ownership transformations in the sugdustry)
(Dz. U. nr 98, poz. 473 ze zm.).
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was changed. On the basis of the Council of Ministers of"23eptember 2005, in 2006, the
National Sugar Company SA has carried out actwitiba restructuring process, which were
consistent with the adopted restructuring programd development. Processes of change
were implemented in the medium term actions anewerluded in two key documents:

1 / Restructuring Plan (Action points) NSC SA f@03-2005;

2 | Strategic Plan (the restructuring) NSC SA 100@-2008.

The restructuring plan of the National Sugar Comyp&A for 2003-2005 in its
assumptions presented guidelines for the use ofptbperty after the restructured sugar
factories and enforces the provision of jobs toursthnt employees. On one hand, the
National Sugar Company SA was responsible for eypdpover 6,000 workers and gathered
around it a group of around 44.5 thousand growehng;h enforced its management according
to the social and ethical business principles. W¢ same time, it had to implement a
restructuring program of the repair and developmnivhich gained legitimacy based on the
selection of the main directions of restructuringpgess and adopted by the Board of the
“Programme for restructuring and business plar2@ifi3 -2008”. Assessing the structure and
objectives of the restructuring program of the blaél Sugar Company for the benefit should
be considered that it has been drawn up takingantmunt the multiple numbers of criteria,
which greatly helped in its practical implementatid@he priority action in the company was
to optimize production costs, which aimed to achiavhigh and competitive market position.
Constructed this way, the objective of the actian be considered trivial, but in conjunction
with the phased implementation by at least 5-8g/ehpuld be regarded as appropriate. Such
a long period of implementation of the restructgriprocess resulted from the need to
mitigate its effects for many communities of emstibelonging to the National Sugar
Company SA and, above all sugar refineries thabriggd to it and had to quench the
production of sugar.

Despite the fact that actual and large-scale diperadf a restructuring plan was
implemented before 2005, already in 2004, and vedsr Imodified, a document “The
restructuring plan (the measures) of the Nationaa® Company SA for 2003-2005", which
was actually short-term, action plan, variationdshgestructuring program. In its content, this
document emphasized the regularity and scope asidas to concentration of production
and as a priority assumed lower operating costgsacthe company. Management of the
National Sugar Company was also required to asstmaein order to obtain a highly
competitive position in the sugar market; the comypahould adjust to the standards
prevailing among other manufacturers, especiathgehwith foreign capital. The actions of an
executive outlined a restructuring program condisié the reconstruction of net working
capital, as well as determining the measures tacedhe costs of the company. Practical
implementation of the program also involved finahgiestructuring and consolidation and
concentration of production in plants, which pdse greatest hope for the future and will be
the size of the company. Therefore, the company feased to liquidate unprofitable

23 84 Rozporzdzenie Rady Ministréw z dnia 27 weénéa 2005 r. (Dz. U. 05.200.1648) zmienizg
rozporadzenie w sprawie programu prywatyzacji Krajowej Bp&ukrowej oraz trybu zbywania akcji tej
spoiki plantatorom burakéw cukrowych oraz pracownik co naktadato na Ministra SkarbunB&ava obowizek
ogtoszenia w terminie 12 miesy od dnia zakaczenia paczenia oferty zbycia akcji Krajowej Spoiki
Cukrowej osobom uprawnionym. (Council of Ministerfs27 September 2005 (Journal of Laws 05.200.1648)
amending the ordinance on the privatization progoérie National Sugar Company and the mode ofodiap
of shares in the company’s sugar beet growers amdkens, which required the Minister of the Treasury
obligation to announce the date 12 months aftetdhmination of an offer to sell shares of the Nadil Sugar
Company to the recipient.)http://prywatyzacja.mep.gl/download.php?s=5&id=3040.

24 Ocena przebiegu prywatyzacji mtu Skarbu Pastwa w 2006 roku http://prywatyzacja.msp.gov.pl/
download.php?s=5&id=944, dept5.06.2010 r. (Assess the course of privatizatibassets of the Treasury in
2006)
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factories, which in turn required the checks toueasits welfare and compensation to
dismissed workers.

4. Effective implementation of the objectives of the estructuring program of the
National Sugar Company SA

Turning to the basic assumptions that were madbdmrestructuring of the National
Sugar Company, the most important may be:

- to create a single, large company, so the catesticdn of many smaller factories and the
formation of their new organizational structure dzh®n what the future will optimize the
concentration of sugar production, to increasestiope of negotiation for the entire company
and to create a coherent and transparent systasrgahization and management necessary
for a functioning modern multi-employer businesses;

- elimination of surplus capacity of all the fades that were part of the composition, which
in practice allocates a much smaller quantity dredrteed to reconcile with the extinction of
production in sugar factories that have little héqrethe prospects of development;

- the designation of the level of production for8®thousand tons, which in practice was to
allow a favourable production costs and optimizedbmpany’s positioning in the market;

- to determine the optimal duration of the sugangaign in the interval from 85 to 90 days,
which was considered sufficient for a rational aedsonable allocation of fixed costs of
sugar and a suit of climatic conditions in our doyn

- designate the time interval of the restructugimgcess, which by definition are likely to be
in the range of 5-8 years and the commitment of Ntagional Sugar Company SA to
extinguish the production of sugar factories imidgted in the range from 1 to 5 years;

- taking account of regional criteria, which wesdablished in sugar production as premier,
which in practice meant that hitherto growers witht be deprived of opportunities for
cooperation, because the limits of sugar produgtighe region will not change;

- the adoption of reasonable and precisely tail@®dction criteria of leading units, which
take into account both in its content selectioteda for the production of sugar, as well as
the development directions of establishments ifledtias forward-looking, their conditions,
as logistical and social;

- to determine how the company’s debt restructueing the appointment of the repayment
schedule of existing obligations owed to sugar lggewvers supplying the raw material
company.

The year 2006 was a very important period forytag out many activities of the
restructuring program of the National Sugar Companmarked the deadline for phasing of
sugar production in the 11 sugar factories (it washed the first stage of restructuring), with
the understanding that they will be implementedhaut investments. Further measures
included in the second stage of restructuring aodemization investments in nature were
concerned the carrying out of consecutive conceatraf production and extinction of sugar
production in the next sugar factories.

The restructuring program of the National Sugam@any SA also provided courses
of action which were to mitigate the social conssmes of what was contained in the
scheduler. In the “Voluntary Retirement Schemeissumed that it has met the essential role
of workforce optimization tools. In 2003 it benefit from its 502 employees, and
simultaneously launched the “Social Package” thavided a guarantee of employment of
employees of the company for a period of 36 morRhspared in a severance package for this
purpose until 2006 when the early termination oplEyment contracts amounted to 123.5
million PLN. Efforts were also on the developmerittbe liquidated assets of factories
involving reallocation of production assets and@dte them to the continuing modernization
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of the sugar. They involved the creation of newege facilities built on the property of
transformed or expanded storage yards which gregiiynized logistics, supply and sales.
The area remaining after the closed sugar millswsasl to develop alternative production. In
this way, they were created in place of existingsjowhich resulted in their environment to
avoid unemployment. One portion of their properas lbeen sold, leased or liquidated and
transferred to the Treasury or local authoritiesciBion was taken concerning the disposal of
minority stakes, which were owned by private faet®r The operation on the conversion of
professional staff was commenced, consisting ofluoting all kinds of courses and training
on adaptation and activation, developed schemealbas¢he use of redundant assets, sought
new investors interested in the use of that prgpand establishment of a broad range of
cooperation with local self-government organizagiolm 2008, successively in several sugar
factories periodically HACCP certification was imtiuced® and followed the implementation
of Integrated Quality Management System and Foadir@g based on ISO 9001:2000 and
ISO 22000:2005 that provide the highest standardfie manufacture of finished products
and ensure the highest quality. In 2009, the comgaasented a new strategy taking into
account the conditions of European Union regulatiowhich include a cut in sugar
production throughout the Union by the year 201®bwyillion tonnes. Approval is scheduled
for the end of the turn of the year 2013/2014 mben 800 million for investment in sugar
factories, seven belonging to the Company (inclgdime corresponding investment in the
area related to environmental protection aroundr® PLN), and use approximately 225
million PLN on acquisitior®. At the same time one of the main goals was réatuct costs
generated by the factories closed, the sale ot assets and increase sales volume.

5. Conclusions

The aim of the presented study was to evaluate rtthe of privatization and
restructuring process of agri — food industry thad to occur simultaneously in transition and
transformation of the Polish economy. A case fdraasformation of the National Sugar
Company SA was presented, and demonstrated neeglaioned changes, that occur as a
necessity in the adaptation of organizational undsthe requirements and standards
prevailing in the market economy. Programmed aadsiof a restructuring process were
matched to the privatization and restructuringndis to meet the expectations of most of the
managers of the company. The following actionscWwhvere run in successive time intervals,
consisted of the positive outcome of the restruletuprocess of the company:

- conducting a series of regional consultationsegirat bringing the restructuring program;

- incorporation of the acquired factories, togethath all their takeover of assets and
liabilities, which resulted in the acquisition byetr co-workers and growers’ rights to free
shares company Polish Sugar NSC SA;

- improving economic conditions and competitivenessthe acquired company’s factories
and the whole in relation to foreign companies igositioning on the international market;

- a concentration of production in the best andy&sg sugar refineries, restructuring finances,
as well as ongoing investments in new technologied introduction of modern quality
management;

2 Zdobycie certyfikatu systemu HACCP (Hazard Anayand Critical Control Points) dla cukrowni oznacza
objecie calego cyklu procesu produkcji cukru bialegaczawszy od przygcia surowcéw, a do wydania
gotowego wyrobu z magazynu. Certification to HACERzard Analysis and Critical Control Points) foigar
means covering the entire cycle of production ofteveugar from the adoption of the raw materialéinshed
product release from the store.

26 http://www.polski-cukier.pl/index.php?wiecej=1074&cej_news=4% , dostp 10.06.2010 r.
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- appointment of special teams and the preparatmhsolving social problems, financial and
related to the provision of alternative productionlocal communities, and the resulting
extinction of production in closed factories.

Harmonization of these activities in time, statefcial aid, and professionalism in
their conduct contributed to the positive evaluatal the restructuring measures that were
outlined in the strategy of restructuring the NagéibSugar Company SA. The above analysis,
strategy and restructuring program shows that #mearch hypothesis adopted at the
beginning of this article has been positively vedf
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