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Despite strong political pressures, Mr Belka and 
Finance Minister Miroslaw Gronicki have been able 
to maintain steady fiscal management. Fitch does not 
expect any significant progress with public finance 
reform or populist pump-priming before the election. 

However, it has been a turbulent 12 months in Polish 
politics and further shocks cannot be ruled out. In 
April 2004, the SLD’s declining popularity and 
internal tensions led 34 MPs to splinter off to form a 
new party, Social Democracy of Poland (SdPl). The 
then Prime Minister Leszek Miller resigned on 2nd 
May. Mr Belka was finally approved by the Sejm to 
replace him on the third round of voting and 
survived a no confidence vote in October. Deputy 
Prime Minister and Minister of Economy Jerzy 
Hausner resigned from the SLD in February. 

The Polish political establishment has been rocked 
by a series of scandals, which have fuelled public 
disillusionment with the government. Sejm speaker 
Jozef Olesky was forced to resign in January over 
allegations of being an informant for the secret 
service in the communist era. A Sejm committee is 
investigating “Orlengate”, centring on allegations of 
Russian espionage and influence on Jan Kulczyk, 
Poland’s wealthiest man, and his alleged influence 
with President Aleksander Kwasniewski. Other 
allegations and shocks are possible. Poland was rated 
the worst out of the EU25 in Transparency 
International’s 2004 Corruption Perceptions Index, 
and its score and ranking have worsened every year 
since 2000, though this may have reflected 
heightened perceptions more than reality. 

Election Prospects 
Opinion polls suggest a heavy defeat for the SLD 
and other centre-left parties, and gains for the centre-
right and extremist parties (see table). No single 
party is likely to win a majority. Uncertainties are 
heightened by the 5% threshold for representation, 
with a number of parties close to the hurdle rate. 

Opinion Polls 
March 2005 % Votes1 % Seats
Civic Platform (PO) 24 28
Law and Justice (PiS) 15 17
Self-Defence (Samoobrona) 17 20
League of Polish Families (LPR) 11 13
Democratic Left Alliance (SLD) 7 8
Democratic Party (PD)2 6 7
Polish People's Party (PSL) 6 7
Social Democracy of Poland (SdPl) 4 -
Labour Union (UP) 2 -
Other, will not vote etc 8 -
1 Average of PBS, CBOS, OBOP, Ipsos and Pentor 
2 Includes Freedom Union, if PD not specified 

Source: PBS CBOS, OBOP, Ipsos and Pentor and Fitch Ratings 

 

Moreover, the announced formation in February of 
the centrist Democratic Party (DP) has changed the 
landscape. It was set up by Mr Hausner and 
members of the Freedom Union party, and is likely 
to be joined by Mr Belka. Latest opinion polls 
suggest it has already attracted 6% popular support – 
partly at the expense of the PO. There is a gap in the 
electoral spectrum for it, though it will be difficult 
for centre-left politicians to rebrand themselves. 

The two most likely scenarios are: 

• The centre-right PO and right-wing PiS are able 
to form a majority government coalition. 

• The PO-PiS have to pull in a third party to 
secure a majority or attempt to govern as a 
minority, with various informal alliances. The 
most likely partners are the DP, the agrarian 
Polish People’s Party (PSL) or, perhaps, the 
League of Polish Families (LPR). 

A majority PO-PiS government should be relatively 
positive for the prospects for fiscal consolidation and 
creditworthiness. However, so far, the PO has not 
been very clear about its fiscal policies, such as how 
it can cut tax rates, potentially delay implementing 
public expenditure reform until 2007 and still join 
the euro in 2009 (see Public Finances). Moreover, 
little is known about the fiscal priorities of the PiS, 
but its talk of reducing the National Bank of Poland 
(NBP) independence and its euro-scepticism are 
concerns. A third coalition partner (particularly the 
PSL or LPR) would further risk policy coherence 
and the will for expenditure reforms. A minority 
government would find it difficult to implement 
unpopular fiscal measures and would run the risk of 
no confidence votes and early elections. 

It seems improbable that the extremist parties the 
Self-Defence (SD) and LPR would form a coalition 
government because of their mutual antipathy, even 
if they picked up extra electoral support. Both draw 
votes from the losers from transition, such as the 
unemployed, pensioners and rural poor. The SD is 
economically-populist, left-wing and nationalist. It 
has lost some popularity since last summer, as 
farmers have benefited from EU accession. The 
catholic LPR is right-wing conservative, nationalist 
and anti-EU. Even if they fail to win power, the 
popularity of these parties and the large number of 
disenfranchised voters remain a source of concern. 

Elections for the largely ceremonial position of 
president are due by October. Under the constitution, 
Mr Kwasniewski (of the SLD) cannot stand for a 
third five-year term. Poland must also hold a 
referendum on the EU constitution. Although the EU 
is popular amongst the people, most parties are 
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Fiscal Accounts Summary 
% of GDP 2001 2002 2003 2004e 2005f 2006f
   
General Government ESA Definitions   
Revenue 43.8 44.0 44.3 43.5 45.6 45.6
Expenditure 47.6 48.9 48.1 48.3 49.5 49.0
 o/w Interest 3.0 2.9 3.1 2.6 2.9 3.0
Primary Balance -0.8 -0.7 -0.8 -2.2 -1.0 -0.4
   
Balance -5.3 -5.5 -5.6 -6.8 -5.8 -5.3
Balance Including OFE Private Pensions in Govt Sector -3.8 -3.6 -3.9 -4.8 -3.9 -3.4
   
General Government National Definitions   
Revenue 38.3 38.5 39.9 39.2 41.2 41.2
  o/w State Taxes 16.2 17.0 17.0 15.7 16.9 16.9
          Social Insurance Funds 13.1 13.4 13.3 13.7 13.7 13.7
   
Expenditure 43.3 44.4 45.3 44.6 45.7 45.2
  o/w State Government 22.7 23.4 23.2 22.2 22.2 21.7
         o/w Debt Service 2.9 3.2 3.3 2.9 2.9 3.0
         Social Security Fund 12.6 12.6 12.5 12.9 12.9 12.9
         Local Government 10.9 10.7 9.9 10.3 10.3 10.3
Primary Balance -2.2 -2.7 -2.1 -1.6 -2.3 -1.8
   
Balance -5.0 -5.9 -5.4 -5.4 -4.5 -4.4
   
Central 'State' Government Balance -4.3 -5.0 -4.5 -4.7 -3.7 -3.2
   
Central Government Financing 4.3 5.0 4.5 4.7 3.7 3.2
  Domestic 4.8 4.1 3.6 4.2 4.4 3.7
  External -1.4 0.4 0.5 0.4 0.4 0.3
  Privatisation Receipts 0.9 0.5 0.4 0.8 0.4 0.4
  Other* 0.0 0.0 0.0 -0.7 -1.5 -1.2
   
General Government Debt - ESA Basis   
Total 38.5 43.7 48.7 47.7 50.0 51.7
Total Including OFE Pensions in Govt Sector 36.7 41.2 45.4 43.6 45.1 45.9
   
General Government Debt - National Definitions   
Total 39.7 45.2 50.1 49.6 51.9 53.5
  Domestic 24.3 27.5 29.8 30.3 32.2 33.6
  External 15.4 17.7 20.3 19.3 19.7 19.9
  o/w Non-Residents' Domestic Holdings 2.7 4.0 5.0 7.1 7.9 8.4
General Govt Debt/Revenue (%) 103.6 117.3 125.6 126.6 125.9 129.9
Memo: Gen Govt Debt + Risk-Weighted Guarantees** 41.0 46.7 51.5 50.9 53.1 54.6
   
Memo   
Transfers to Open Pension FUNDS 1.5 1.9 1.7 2.0 1.9 1.9
Government Deposits at NBP 0.4 0.7 1.0 0.7  
* Includes transfers to OFE pension funds and EU pre-financing 
** As defined in Public Finance Laws 
Source: Ministry of Finance, Eurostat, EC and Fitch Ratings estimates and forecasts 

 

Amortisation Schedule on Medium- and Long-Term Public Debt 
(USDm) 2004 2005 2006 2007 2008 2009 2010
   
Total 2,719 3,060 4,147 4,034 4,587 5,364 2,489
    Paris Club 2,061 2,786 3,259 3,784 4,317 2,270 21
    Brady Bonds 0 0 0 0 0 0 0
    Eurobonds 300 0 663 0 0 2824 2196
    Multilateral and Other 358 274 225 250 270 270 272
Sources: Ministry of Finance 
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Balance of Payments 
(USDm) 2001 2002 2003 2004e 2005f 2006f
   
Current Account Balance -5,371 -5,007 -4,635 -3,637 -8,127 -11,039
  % of GDP -2.9 -2.6 -2.2 -1.5 -2.6 -3.4
  % of CXR -9.3 -8.0 -5.8 -3.5 -6.9 -8.8
   
    Trade Balance -7,661 -7,249 -5,742 -6,147 -8,749 -11,468
      Exports, fob 41,663 46,742 60,973 80,911 92,239 99,618
      Imports, fob 49,324 53,991 66,715 87,058 100,987 111,086
   
    Services, Net  793 849 512 1,307 1,438 1,538
      Services, Credit 9,753 10,035 11,180 13,372 14,709 15,739
      Services, Debit 8,960 9,186 10,668 12,065 13,272 14,201
   
    Income, Net -1,391 -1,887 -3,639 -4,584 -4,816 -4,609
      Income, Credit 2,624 1,950 2,112 1,806 2,000 2,000
      Income, Debit 4,015 3,837 5,751 6,390 6,816 6,609
      o/w: Interest Payments 3,589 3,267 3,601 3,926 4,352 4,154
   
    Current Transfers, Net 2,888 3,280 4,234 5,787 4,000 3,500
      Current Transfers, Credit 3,737 4,182 5,315 8,471 8,000 8,000
      Current Transfers, Debit 849 902 1,081 2,684 4,000 4,500
   
Capital & Financial Account, Net 3,249 7,173 8,765 1,375 8,791 14,590
   
    Capital Account 76 -7 -46 1,025 3,000 3,500
   
    Non-Debt Creating Flows, Net 4,011 2,058 3,457 5,762 5,341 5,000
      Direct Investment, Net, Equity Only 4,385 2,871 4,109 3,827 4,841 4,500
      Portfolio Equity Investment, Net -374 -813 -652 1,935 500 500
   
    External Borrowing, Net 3,455 5,022 9,488 6,044 7,150 10,290
      Portfolio Debt Securities, Liabilities 1,374 3,596 4,601 9,185 12,150 8,290
      Other Investment, Liabilities 2,081 1,426 4,887 -3,141 -5,000 2,000
   
    Net Resident Lending Abroad -3,957 998 -3,265 -10,587 -6,200 -4,200
      Portfolio Debt Securities, Assets 115 -889 -1,477 -1,175 -1200 -1,200
      Other Investment Assets -4,072 1,887 -1,788 -9,412 -5000 -3,000
   
    Capital Nes, Net -336 -898 -869 -869 -500 0
   
Net Errors and Omissions 1,695 -1,518 -2,890 2,789 0 0
   
Overall Balance = Chg in Reserves (- =Incr) 427 -648 -1,240 -527 -664 -3,551
   
Memo   
Gross Borrowing (Incl. Short-Term) 25,614 27,137 30,191 33,014 38,794 43,691
Gross External Financing Requirement 17,980 15985 11,440 10,418 18,895 24,362
Stock of International Reserves, Excl. Gold 25,648 28,650 32,579 35,324 35,988 39,539
Sources: IMF, NBP, Fitch Ratings estimates and forecasts 
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External Debt and Debt Service 
(USDbn) 2001 2002 2003 2004e 2005f 2006f
   
Gross External Debt 72.0 84.9 105.7 122.8 125.5 134.8
  % of GDP 38.7 44.4 50.5 50.8 40.9 41.6
  % of CXR 124.6 134.9 132.9 117.4 107.3 107.5
   
By Maturity   
  Medium and Long-Term 60.8 71.0 85.6 101.9 105.4 114.5
  Short –Term 11.1 13.9 20.2 20.9 20.1 20.2
    % of Total Debt 15.5 16.4 19.1 17.0 16.0 15.0
   
By Debtor   
  Public Sector 29.7 35.8 44.2 58.7 59.7 64.5
     o/w Paris Club 16.3 17.2 17.9 16.8 7.4 4.1
            Non-Res. Holdings of Dom. Debt 5.2 8.2 11.0 20.8 24.1 27.2
            Brady Bonds 4.0 2.7 1.2 1.2 1.2 1.2
            Eurobonds 1.8 4.9 10.6 15.0 24.0 29.0
  Non-Bank Private Sector 35.6 41.5 50.5 51.6 52.8 56.2
    o/w Inter-Company Loans 10.3 12.2 18.6 18.7 19.0 19.5
  Banks 6.7 7.5 11.0 12.5 13.0 14.0
   
Gross External Assets* 42.4 44.0 49.4 65.5 66.2 69.7
  International Reserves, Incl. Gold 26.6 29.8 34.0 36.8 37.4 40.9
  Brady Collateral 0.5 0.5 0.5 0.6 0.6 0.6
  Deposit Money Banks' Foreign Assets 15.3 13.7 14.9 28.1 28.2 28.2
   
Net External Debt 29.6 40.9 56.4 57.3 59.3 65.1
  % of GDP 15.9 21.4 26.9 23.7 19.3 20.1
  % of CXR 51.2 65.0 70.8 54.8 50.7 51.9
   
Debt Service (Principal & Interest) 16.2 14.2 10.4 10.7 15.1 17.5
  Debt Service (% of CXR) 28.0 22.6 13.1 10.2 12.9 13.9
  Interest (% of CXR) 6.2 5.2 4.5 3.8 3.7 3.3
   
Liquidity Ratio (%) 133.5 142.6 142.0 123.7 123.4 115.5
  Excl. Banks' Foreign Assets 94.6 90.5 97.2 85.9 69.9 66.5
* Non-bank private sector external assets are not taken into account 
Sources: NBP, IMF, World Bank and Fitch Ratings estimates and forecasts  
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