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Poland 

1. Economic situation 

Poland was the best performing country in the OECD in 2009 with the economy 
recording economic growth of 1.7% and one of the few to avoid recession. Indeed, 
economic growth has exceeded the OECD average for a number of years, reflecting 
successful reforms and economic policy adopted in prior years (Figure 1A). In contrast, 
Poland’s fiscal position has continued to deteriorate over the past few years with the 2009 
budget deficit widening to 6.8% of GDP (Figure 1B). 

Gross debt measuring 58.5% of GDP in 2009 is set to rise slightly in coming years 
but remain well below the OECD average (Figure 1C). Poland’s economic growth is 
projected to rebound strongly in the short-term (GDP growth of 3.8% expected in 2010) 
driven by export growth, private consumption, and infrastructure investments linked to 
the transfers of EU funds and the 2012 European football championship. 

Figure 1. Key economic indicators 

-4

-2

0

2

4

6

8

2005 2006 2007 2008 2009

A. Real GDP

Poland

OECD

% change

 
-9

-8

-7

-6

-5

-4

-3

-2

-1

0

2005  2006  2007  2008  2009  

B. Fiscal balance

Poland
OECD  

% of GDP

 



2. COUNTRY NOTES: POLAND – 167 
 
 

RESTORING PUBLIC FINANCES © OECD 2011 

 
Figure 1. Key economic indicators (cont’d) 
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Note: Fiscal balance and gross debt are general government financial balance and gross financial liabilities as 
a per cent of nominal GDP. 

Source: OECD (2010), “OECD Economic Outlook No. 88”, OECD Economic Outlook: Statistics and 
Projections (database), doi: 10.1787/data-00533-en. 

2. The government’s fiscal consolidation strategy 

The main goal of Poland’s medium-term budget strategy is to reduce the general 
government deficit below 3% of GDP no later than 2013, paving the way for eventual 
adoption of the euro. The government has undertaken a number of new measures in order 
to rationalise public expenditures and increase control over public funds. 

Poland’s fiscal framework contains a public debt rule which is anchored in the 
Constitution (national debt definition) and limits gross debt to 60% of GDP. Recent 
changes strengthened existing prudential and remedial procedures that are applied if debt 
exceeds the thresholds of 50%, 55% and 60% of GDP. In addition, an expenditure-based 
fiscal rule is planned– the aim being to further restore and maintain fiscal stability in 
Poland by capping discretionary spending growth at 1% per annum. Poland also recently 
introduced four-year rolling fiscal plans to provide medium term fiscal guidance. 

The release of the “Plan for Development and Consolidation of Public Finance for 
2010-11” in January 2010 also included an agenda for pension reform, privatisation and 
the broadening of tax bases. The planned broadening of the tax base and higher marginal 
tax rates are likely to contribute additional revenue in coming years. Shielded from the 
spending cuts are research and development and expenditure for co-financing of projects 
with the participation of the European Union funds. 

Planned expenditure-based consolidation measures have been somewhat front-loaded 
when including pension measures (Figure 2C). The privatisation of state assets has also 
been relied upon to help close the deficit. 

The budget deficit is expected to steadily narrowing in the years to 2013. Poland 
plans to keep public debt below the intermediate constitutional threshold of 55% of GDP 
in 2010 and the ultimate 60% ceiling in 2011 and 2012 using a variety of measures. These 
include privatising state-owned companies and shifting some public infrastructure 
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spending to the National Road Fund (excluded from the domestic definition of public 
debt). Poland also speeded up its programme to privatise state assets. 

Figure 2. The government’s planned fiscal adjustments 
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Notes: Fiscal balance and gross debt are general government financial balance and gross financial liabilities on 
a Maastricht basis as a per cent of nominal GDP. Fiscal consolidation is cumulative consolidation as a per cent 
of GDP. The composition of the contribution to fiscal consolidation is expenditure reductions and revenue 
enhancements (total = 100%). OECD calculations. 

Source: “OECD Fiscal Consolidation Survey 2010”. 

3. Major consolidation measures 

According to the authorities, mandatory spending is significant and should be taken 
into account when discussing the fiscal rule. Expenditures on some inefficient 
programmes should in fact fall. The abolishing of the early retirement scheme and VAT 
hikes are the most important consolidation measures, contributing 1.3% of GDP and 0.5% 
of GDP respectively by 2013. In addition, a temporary expenditure rule limiting the 
growth rate of flexible expenditures will contribute substantially. 
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Table 1. Major consolidation measures 

% of GDP1 

  2010 2011 2012 2013 
Expenditures  0.60 1.30 1.55 1.85 
1. Operational measures   0.20 0.40 0.50 

– Wages Freezing salaries in central government  n.a. n.a. n.a. 
– Staffing Freezing employment in central government  n.a. n.a. n.a. 
– Expenditure rule Temporary expenditure rule. The expenditure rule limits the 

growth rate of flexible expenditures and all new fixed 
expenditure to CPI plus 1%. If the structural deficit is close to 
a deficit of 1% of GDP, a second, permanent rule – currently 
under preparation – will be operational. 

 0.20 0.40 0.50 

2. Programme measures  0.60 1.10 1.15 1.35 
– Labour market Reduction of active labour market measures  0.15   
– Pensions2 Suspension of pension benefits for persons employed  0.05 0.05 0.05 

 Abolition of early retirement scheme 0.60 0.90 1.10 1.30 
Revenues   0.64  0.99 1.05 

– VAT Increasing the VAT base rate from the current 22% to 23%, 
starting 1 January 2011; the reduced VAT rate will rise to 8%, 
compared to the current 7%; and other adjustments  0.46 0.46 0.40 

– Excise duties Increasing the excise on tobacco   0.02 0.04 0.06 
 Expire of the period of exemption from excise duty tax on coal 

and coke for combustion purposes   0.30 0.30 
 Lowered excise duty on fuel with the use of bio-components 

will be abolished  0.06 0.09 0.09 
– Personal income tax Freezing of thresholds  0.10 0.10 0.20 

1. Per cent of GDP figures were provided by the Polish Ministry of Finance. 

2. In addition, Poland plans to redirect 5 percentage points of pension contributions from the second pillar of 
the pension system to the first pillar (Social Security Fund). 

Source: “OECD Fiscal Consolidation Survey 2010”. 

4. Institutional reforms 

Public debt rule: extension of the operating range: the constitutionally enshrined 
fiscal rule that capped public debt at 60% of GDP is supplemented by the Public Finance 
Act. The act sets out prudential thresholds of 50%, 55% and 60% of GDP. Should these 
thresholds be breached, prudential and remedial measures would be implemented. 
Constraints would mainly affect the deficits of the state budget and local government and 
the issuances of guarantees. The new Public Act adopted in 2009 strengthened the 
prudential and remedial measures for the 55% and 60% thresholds. 

Proposed expenditure rule: defined as a priority in the “Plan of Development and 
Consolidation of Public finance for 2010-11”, the government plans to introduce a fiscal 
rule than would cap real spending growth at 1% per year. Initially, the expenditure rule 
would be applied when Poland was subject to an excessive deficit procedure (deficit in 
excess of 3% of GDP), and as a next step, to ensure that the deficit of the general 
government sector is maintained at the level of the medium-term objective of 1% of GDP. 
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Table 2. The government’s fiscal consolidation plan 

% of GDP 

Fiscal consolidation 2010 2011 2012 2013 
Consolidation volume (cumulative) 0.6% 1.9% 2.5% 2.9% 
Total deficit(-)/ surplus(+) -7.9% -6.5% -4.5% -2.9% 
Total level of debt 55.4% 57.1% 57.8% 57.6% 
Fiscal consolidation by expenditure reduction and revenue enhancement 
(total = 100%)         
Expenditure reductions 100% 67% 61% 64% 
Revenue enhancements  33% 39% 36% 

Source: “OECD Fiscal Consolidation Survey 2010”. 


	Restoring Public Finances 10 May 2011 FINAL 166.pdf
	Restoring Public Finances 10 May 2011 FINAL 167
	Restoring Public Finances 10 May 2011 FINAL 168
	Restoring Public Finances 10 May 2011 FINAL 169
	Restoring Public Finances 10 May 2011 FINAL 170

