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Abstract

The problem of the stability of budget revenue and expenditure has been the subject of research for many
years. However, there is still a need to monitor this phenomenon to achieve a correct balance in the
budget because of the instability of different factors in the economic surroundings that affect the budget.
This is especially important in developing countries undergoing economic transformation, and Poland is
still in that process. The study aims to assess changes in the Polish state budget's size and revenue and
expenditure structure between 2000 and 2022. The method of comparative analysis over time is used
with the actual value of the money concept, measures of dynamics, structure, GDP ratios, statistical
description and coefficients of dissimilarity of structures. Analyses have shown a permanent imbalance in
the Polish budget. However, the budget's primary result oscillates around zero and both revenues and
expenditures have gradually increased. The volatility of budget revenue and spending is moderate. Only
the use of EU funds is characterised by high volatility. The emerging crises (e.g. Russia's war against
Ukraine and the coronavirus pandemic) have a negligible impact on the budget structure, but they
influence its level of expenditure. The changes in Polish budget size are generally due to inflation,
economic growth rates, and the inflow of funds from the European Union budget.
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Introduction depends on the objectives of the state's socio-

economic policy and the scale of state
The state budget is the primary financial plan for interventionism—the scope of applied
allocating funds collected by the central interventionism and decentralisation changes
government. Its scope results from with the change of successive government
decentralisation processes and the power and cabinets. The state budget, therefore, has an
economic resources’ distribution between the allocative function, a redistributive and stabilising
central government and local authorities. It also function, and a management and control function
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(Podstawka, 2017; Owsiak, 2017). Adequate
planning of financial resources is an element of
public management processes, and allocating
public resources affects the economy's efficiency
(Skuza, 2021). This is particularly important in
countries with a high share of the state in the
economy, and Poland still belongs to such
countries. According to the Ministry of Finance, in
2021, the state budget was responsible for 31% of
revenues of the public finance sector and 34% of
the sector's expenditures (Justification.., 2021).
Consequently, the state budget is still essential for
allocating financial resources in Poland.

The study aims to assess changes in the Polish
state budget's size and revenue and expenditure
structure between 2000 and 2022. The problem of
the size and causes of changes in the level and
structure of budget revenue and expenditure have
been the subject of research for many years.
However, there is still a need to monitor this
phenomenon to achieve a correct balance between
revenue and expenditure in the budget.

Theoretical Concept

Changes in the state budget can concern both its
size and structure. They result from the
government's decisions on the scope of
interventionism and decentralisation but also
from changes in legislation, the economic
development of a country and changes in the
purchasing power of money in a country. The
most relevant factors relate to the observed
inflationary phenomena in the economy and the
pace of its development (Lubieniecka, 2013; Bell,
1975; Petek, 2022). Excessive state interference in
the economy limits development opportunities
and results in slower economic growth. Higher
levels of public income and expenditure to GDP in
EU countries are accompanied by lower economic
growth in the long term, which is particularly
pronounced in the case of Central and Eastern
European countries. Therefore, a sustainable
reduction in state interventionism is increasingly
called for (Krajewski, 2013; Redo et al, 2018;
Ramey, 2019).

It is important to note here the correlation
between the size of budget expenditure and the
level of economic development observed by Adolf
Wagner in the 19th century. He noticed a positive
correlation between economic growth and public

expenditure. Wagner concluded that the public
sector increases in relative and absolute terms as
the size of the economy increases (Wagner, 1883;
Lamartina, Zaghini, 2011). Academic research
only sometimes confirms this relationship
(Kuckuck, 2014). The link Wagner referred to may
be more relevant in the early stages of economic
development than later. On the other hand,
research is driven by effects other than state
action (Koppl-Turin et al, 2017; Jaen Garcia,
2021).

As Sokolowski (2008) emphasises, the formation
of the structure of central budget expenditure is
influenced by institutional-legal, political-social
and efficiency factors. In the first group, we can
distinguish the degree of decentralisation of
public tasks and the organisational and legal
system of the public finance sector. The level of
decentralisation, both in organisational and
financial terms, determines the amount of
financial support in the form of grants and
subsidies provided to local government units. The
greater the organisational decentralisation and
the smaller the financial decentralisation, the
larger the transfers have to be directed from the
state budget and distributed through budget units,
which are characterised by low efficiency.

The second group includes the composition of
political forces in parliament, the extent of state
financing of social and technical infrastructure, the
needs arising from social security and the
implementation of social contracts by the state. In
Poland, as a rule, coalition governments are
formed, which often have different policies on
social and welfare issues. As a result, other social
goods are delivered to the population so that
budget expenditure will differ. In Poland, there is
an ongoing dispute about the desirable and
acceptable redistribution rate between left-wing
and trade union groupings on the one hand and
confederations of employers and pro-market
political parties on the other. The Polish
redistribution rate is estimated to be around 42-
45% (Wilczynska, 2008). Wilczynska (2008)
points out that this rate is too high from the point
of view of the country's investment needs, as with
high redistribution for budgetary purposes, the
level of investment is low. Additionally, the state
of the economy - unemployment or inflation -
determines the direction of budget spending.
Significant  sporting events that require
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government investment can also influence the size
of expenditure. Such a factor was the organisation
of EURO 2012, which decided to increase
spending on public infrastructure across the
country.

The third group of determinants includes fiscal
efficiency (Wierzbicka et al., 2021) and the scope
and effectiveness of the subsidy system (grants
and subventions). Public authorities in Poland
made changes to the tax system through changes
in tax rates and sealing in tax collection. These
changes concerned mainly VAT and personal and
corporate income tax. In the case of VAT, the
introductory VAT rate was temporarily increased
to 23% in 2011 but has not been reduced since
then. Since 2013, measures have been introduced
to increase the collection of this tax in reverse VAT
for some goods, JPK - a uniform control file, and
organisational changes in the collection of this tax.
However, reducing the VAT gap turned out to be
short-lived. As the economic situation
deteriorated, this gap began to widen again. From
2022, reduced VAT rates are also part of the anti-
inflation shield. They are related primarily to food,
fuels, gas, heat, and electricity (Obtakowska,
2023). The most significant changes in the PIT tax
are related to introducing the so-called Polish
Deal. Under this program, increased tax
thresholds and the tax-free amount, and the rate
for people from the first tax threshold was
reduced to 12% (Lozykowski, 2023). In the case of
corporate income tax, an additional reduced rate
of 9% was introduced for small enterprises. These
may have also significantly changed the size and
the structure of revenues. Over the last decades,
tax rates have been reduced in many countries,
but this has generally not decreased state budget
revenues. This indicates that a reduction in tax
rates is an incentive to expand economic activity,
which offsets the reduction'’s fiscal 'losses'.

A separate category should be attributed to crisis
phenomena that occur in the economy. The two
most important ones observed during the period
under study are the financial crisis of 2008-2009
and the pandemic of 2020-2021 (Wierzbicka,
Kalitka, 2023; Krajewski, 2013; Ramey, 2019).
This phenomenon usually causes an increase in
state budget expenditure.

Poland also joined the European Union in 2004.
This membership entails payments to the EU

budget, but at the same time, receiving financial
support from the Union is possible. Additional
cash flows have, therefore, emerged, which may
have significantly altered the existing budget
structure. The European Union, however, dictates
how funds are allocated. It is directed towards
achieving European Union objectives, not
necessarily national ones. As a result, it can have a
stabilising effect on changes to the budget
structure. The escalation of the Russian-Ukrainian
conflict in 2022 did not directly affect the state
budget, but the indirect impact was significant. As
a result of the war, energy and fuel prices changed
as existing supply chains were disrupted. This was
reflected in the rapidly growing inflation, which
was additionally driven by the post-COVID effect
when entrepreneurs tried to make up for the
losses. A slightly delayed reaction of the National
Bank of Poland led to higher inflation than in
other European countries (according to the
Central Statistical Office, it reached 14.4% in
2022).

One of the main problems of any country's fiscal
policy is the proper coordination of budget
revenues with budget expenditures and,
consequently, the maintenance of budget balance
(Sosnowski, 2014). The mismatch between the
amount of revenue and expenditure leads to a
budget deficit. This phenomenon is influenced by
both economic factors and random situations
(natural disasters, epidemics). Sometimes, a
deficit is used to raise taxes or deliberately stop
increases in the budgetary sphere (Dzugaj, 2022).
However, the security of public finances requires
the maintenance of a balance (Rubin, 2020). The
benchmark for assessing fiscal sustainability is
most often the debt and deficit limits of the public
finance sector (Malinowska-Misigg, 2017). To
maintain the sustainability of public finances, it is
essential not only to ensure the solvency of the
state but, first and foremost, to ensure that public
authorities provide an adequate level of public
services and that fiscal policy is aligned with the
tasks of stimulating the development of the
economy. Monitoring public deficit and debt
forecasts and the risks associated with the
sustainability of public finances is critical to
maintaining economic credibility and market
confidence (Gonet, Suchodolski, 2021; Shkarlet et
al, 2019). The cause of the debt increase
independent of the authorities may be a change in
exchange rates, as it increases the debt in the
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currency of the concluded loan. Following the
recent financial crisis, several regulations of a
supranational nature have been developed and
adopted at the European Union level to strengthen
the fiscal discipline of Member States (Redo et al,,
2018).

According to the theoretical studies, the following
hypothesis is set out:

H1: The level of revenues and expenditures in
Poland's state budget and its structure during the
21st century was unstable due to changes in the
legal and economic environment.

Data and Method

The analysis of the state budget structure can be
carried out in various classification cross-sections:
budget classification headings, the system of state
functions in the performance budget system or the
generic structure of income and expenditure. The
research used the latter classification due to the
availability of statistical data and the level of detail
(it covers more than 30 items).

It should be noted here that, since 2010, the state
budget in Poland has not been a single financial
plan. It can be distinguished between the core
budget and the budget for European funds. They
are combined at the level of the budget result,
which the State Treasury jointly finances with
funds borrowed from financial markets. In 2004-
2009, EU funds flowed directly into the state
budget, so to maintain comparability of data,
revenues and expenditures of the core budget and
the budget of European funds were consolidated.
The research period from 2000 to 2022 results
from the detailed availability of statistical data. It
takes into account at least two complete business
cycles, as well as significant phenomena from the
macroeconomic environment that could affect
cash flows in the budget, such as Poland's
accession to the European Union, the financial
crisis, the organisation of EURO 2012, the
coronavirus pandemic or war in Ukraine. The data
sources are the databases of the Ministry of
Finance in the scope of reports on the state budget
implementation from 2000-2022. In addition, the
Central Statistical Office database is used. Due to
the long period of analysis, the primary data
expressed in current nominal prices were
converted into their real money values according

to the prices of 2022, thus eliminating the direct
impact of inflation on the examined phenomena.

The core budget divides revenue into three
groups: tax revenue, non-tax revenue, and
European Union funds (in part, the State is the
final beneficiary). For the research, revenues from
the four most significant taxes were singled out,
i.e. VAT, excise duty, PIT and CIT, following other
tax and non-tax revenues. The last group of core
budget is combined with revenues from the
European funds’ budget. In the case of
expenditures, several groups were distinguished:
grants and subventions, current expenditures of
budget entities, capital expenditures, servicing of
State Treasury debt, own funds of the European
Union and financing of tasks with the share of
funds from the European Union budget. Also, in
this case, the most significant type of group -
grants and subventions - was separated into those
related to the social security system and others.
The core budget's last category was combined
with European funds’ budget expenditures.

The concept of stability in the state budget or
public finance sector is defined differently in the
literature. Chugunov, I, & Makohon, V. (2019)
distinguish between budget stability and
sustainability. Budget stability is the stability of its
architecture over time, which refers to the
relationship between the budget components and
the social and economic effects it causes.
Maintaining appropriate budget stability can
ensure consistency of budget revenues and
expenditures and achieve fiscal balance. On the
other hand, budget sustainability is the ability to
fully finance budget expenditure or maintain the
deficit and public debt ratio to GDP at an
economically justified level. On the other hand,
Bayramov (2020) connects budget stability only
with fiscal security, the ability to finance
government expenditure and the consistency of its
spending. He notes that this stability has a positive
impact on the development of the economy. In this
study, the stability of the budget level is
understood as low variability of budget revenues
and expenses over time (coefficient of variation
below 20%). The stability of the budget structure
is identified with low structure variability
(coefficient of dissimilarity of structure below
10%) and adequacy of the income level to budget
expenditure.
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The study used the method of comparative
analysis over time, using measures of dynamics,
structure, statistical description (mean, median,
standard deviation) and linear regression (trend
line test). The stability of income and expenditure
was assessed using the coefficient of variation
(CV) (Pulawska-Turyna, 2011). Comparative
analyses also used indicators of the share of the
examined categories in GDP and examined the co-
occurrence of phenomena using Pearson's
correlation coefficient. Analyses and significance
testing of correlations were done using the MS
Excel package. The income and expenditure
structure  changes were assessed using
coefficients of dissimilarity of structures
(Walesiak, 1984).

Results and Discussion
First, the magnitude of changes in the state budget

was analysed (Fig. 1). Total state budget revenues
at constant prices ranged from PLN 252 billion in

2000 to PLN 650 billion in 2021 before declining
to PLN 577 billion. Total state budget expenditure
increased from PLN 282 billion in 2000 to PLN
707 billion in 2020, gradually declining to PLN
595 billion in 2022. The reversal of the upward
trend in 2022 was due to the high inflation
observed in the last year under review, by which
the value of money changed significantly. The
highest budget expenditure in 2020 resulted from
the redistribution of funds to counteract the
adverse effects of the COVID-19 pandemic. The
state budget was directly charged to expenses for
additional support for the Social Insurance Fund,
which paid increased benefits. Other Covid
expenses were financed from extra-budgetary
funds of the National Economy Bank and the
Polish Development Fund. However, the budget
increased expenditure on non-COVID-19 tasks
related to paying additional pensions, increasing
investment limits and creating reserves for the
next year (Misigg, 2020).
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Expenditure of the state budget and the European funds budget

Fig 1. Total revenue and expenditure of the Polish state budget in 2000-2022
(in billions PLN, in fixed prices from 2022)

Source: Author’s own study based on data from the Ministry of Finance.

Between 2000 and 2022, the overall state budget
doubled in revenue and expenditure. Considering
inflation-related changes, total revenue increased
by around 129%, while total expenditure
increased by 111%. The analysis of the dynamics
of change and the linear trend indicates a

favourable development, as a faster increase in
revenue than in expenditure is observed, both in
the state budget as a whole and in the core budget.
On the other hand, a sustained surplus of
expenditure over budget revenue is visible, which
is an unfavourable situation. Despite the observed
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upward trends, moderate volatility in total budget
revenue (30%) and total budget expenditure
(26%) was evident once inflation was eliminated.
There was less volatility in total budget revenue
and expenditure in the core budget (25% and
21%). The analysis of the size of revenues and
expenditures to gross domestic product indicates
a high correlation between the variables studied,
which was statistically significant (correlation
coefficient 0.99, p < 0.000 for budget revenues and
0.98, p = 0.000 for budget expenditures). It can be
concluded that the budget size depended on the
economy's growth rate as measured by GDP.
Regarding expenditure, a general relationship was
defined by Wagner's law, but its confirmation
would require further detailed analysis.

% GDP
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Figure 2 shows the budget level to gross domestic
product (Fig. 2). Budget revenue accounted for
about 20% of GDP (with a standard deviation of
about 1.4 percentage points). Budget expenditures
accounted for about 22% share of GDP (with a
standard deviation of 1.3 percentage points). As a
result, their volatility was very low (7 and 6%
respectively). As already mentioned, there was a
persistent deficit phenomenon in the budget.
While in the budget of European funds, there was
a surplus in some years, in the core budget, there
is a permanent budget deficit (between PLN 11
billion and PLN 86 billion). The absolute value of
the budget deficit and the deficit to GDP were
characterised by high volatility (around 54%). The
deficit ranged from 0.5% to 4.9% of GDP.
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Fig 2. Total revenue, expenditure, budget results of the Polish state budget and
public debt to GDP in 2000-2022 (in %)

Source: Author’s own study based on data from the Ministry of Finance.

The state budget had a primary surplus in 13 out
of 23 periods. The average ratio of the primary
result to GDP was -0.3%, but the median was
already positive (0.1%). The most challenging
situation was in 2020, 2004 and 2002 (primary
result below -1.9% of GDP), and the best situation
was in 2007, 2018, 2019, 2022 and 2009 (above
0.5%). The overall level of variability was high at
359%.

The deficits occurring resulted in a steady
increase in the debt of the public finance sector. In
nominal terms, the debt increased from PLN 280
billion in 2000 to PLN 1,209 billion in 2022, a
fourfold increase. Due to the rapidly growing
gross domestic product, this debt is not a heavy
burden yet. It accounted for between 37 and 54%
of GDP, reaching its highest relative values
between 2010 and 2013. Despite the
improvement in relative volumes in the last years
of the analysis, the steady increase in debt and its
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diversion outside the state budget is worrying
(Jarocki, 2020). With unfavourable economic
conditions, this will result in a debt spiral from
which it will not be easy to escape.

Table 1 shows the evolution of the budget size
according to the government coalitions' political
views between 2000 and 2022. The 2001-2005
period is a period of governments of left-wing
coalitions; 2000-2001, 2005-2007, and 2015-2022

are governments of right-wing coalitions; and
2007-2015 are centrist coalitions. The end of the
term does not coincide with the end of the budget
year. However, these coalitions ended their term
of office between October and November, so by
the end of December, they could not make
significant changes to the level and structure of
the state budget.

Table 1: Changes in the level of budget revenues and expenditures and the political
views of the ruling cabinet

Type of Number of Mean Median Minimum Maximum
government years in
coalition government
Percentage change in state budget revenues (%)

Left-wing 4 4,3 2,7 -0,7 12,7
Centrist 8 2,9 2,7 -1,7 8,6
Right-wing 10 4,8 6,5 -11,2 16,7
Percentage change in state budget expenditure (%)

Left-wing 4 2,6 2,8 1,0 3,8

Centrist 8 3,6 3,0 -1,2 12,2
Right-wing 10 4,0 4,9 -13,0 16,7

Source: Author’s own study.

An analysis of the data in Table 1 shows that the
most significant increases in budget revenue and
budget expenditure were observed during the
right-wing coalition governments. Budget revenue
grew the slowest during the centre coalition
governments, while expenditure grew the slowest
during the leftist coalition governments.
Therefore, the observed changes are inconsistent
with political views, as the budget performance
was distorted by macroeconomic factors (changes
in market prices, economic growth rates, and
economic crises).

In Figure 3, the revenue of the Polish state budget
in 2000-2022 by type is presented. The value-
added tax is the most significant contributor to the
state budget, ranging from PLN 93 billion to PLN
247 billion. Each year, on average, they increase

by approximately PLN 6.6 billion. The variability
of this tax was high (around 44%). A significant
increase in receipts from this tax was visible
between 2016 and 2018 due to the good economic
situation and the sealing of the tax collection
system. The excise tax was the second largest
revenue earner. It generated between PLN 27
billion and PLN 80 billion, with an average of
around PLN 55 billion. Revenue from this tax is
characterised by the lowest volatility among the
economic categories considered (ca. 23%). This
was followed by inflows from personal income tax
and foreign sources (EU mainly). A steady, albeit
slight, upward trend is observed in the case of PIT.
Its reversal does not occur until 2022 because of
significant changes in the collection system for
this tax (reduction of tax rates and a significant
increase in the tax-free amount).
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Fig 3. Revenue of Polish state budget in 2000-2022 by type
(in billions PLN, in fixed prices from 2022)

Source: Author’s own study based on data from the Ministry of Finance.

EU revenue is characterised by high volatility
(around 82%). It results from the fact that these
funds are available only after Poland acceded to
the European Union and from the schedule of
applying for and settling funds from successive
financial perspectives of the European Union.
Usually, for the first two to three years of the new
financial perspective, a significant decrease in
support is observed as new projects are in the
pre-investment or early investment phase. In
recent years, the importance of corporate income
tax revenues has increased, while the importance
of non-tax and other tax revenues has decreased.
High and statistically significant correlations are

observed between all tax revenues to the budget
and the volume of GDP (over 93%, at p < 0.000).

The next step is to examine the structure of
budget revenue. The structure indicators are
shown in Figure 4, and the structure dissimilarity
indicators are shown in Table 4. Analysis of the
structure of state budget revenues shows that
significant changes are observed during the
period under review. VAT is responsible for about
38% of revenue, excise duties for about 19%, PIT
for 13%, EU funds for about 12%, non-tax
revenues for about 10%, and CIT for about 8%.
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Fig 4. Structure of revenue of Polish state budget in 2000-2022 by type (in %)

Source: Author’s own study based on data from the Ministry of Finance.

When analysing the changes in the structure from
year to year, it can be observed that they are
relatively small, around 4%. The most significant
changes were observed in 2009 and 2016 and
were related to the inflow of funds from the
European Union. Analysing the changes against a
fixed reference base (2000 and 2022), it can be
observed that significant deviations (above 10%)

funds from the new financial perspective 2007-
2013 significantly impacts the state budget. This is
despite the lower economic growth rate observed
after the financial crisis. Also, the coronavirus
pandemic does not significantly affect changes in
the structure of budget revenues. Analysis
indicated that they are not significantly correlated
with inflation (correlation coefficient 0.04, at p =

occurred after 2009. Poland's accession to the
European Union does not immediately affect the
structure of budget revenues. Only the inflow of

0.60) and the GDP growth rate (correlation
coefficient = 0.12, at p = 0.76).

Table 2: Descriptive statistics of dissimilarity coefficients of state
budget revenue structures in 2000-2022

Structure
dissimilarity . .. Maximu
. . g Mean Median SD Minimum CV
coefficients (in m
%)
Regarding the 3,79 3,48 1,66 1,53 8,22 0,44
previous year
Regarding 2000 12,78 14,70 5,81 3,69 20,97 0,46
Regarding 2004 11,70 12,39 5,21 2,85 19,29 0,45
Regarding 2019 10,31 8,52 5,19 2,31 17,75 0,50
Regarding 2022 12,65 12,16 4,51 5,71 20,49 0,36
Inflation 3,2 2,5 3,4 -0,9 14,4 1,05
GDP growth rate 3,8 4,2 2,1 -2,0 7,1 0,55

Source: Author’s own study based on data from the Ministry of Finance.
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In Figure 5, the expenditure of the Polish state
budget in 2000-2022 by type is presented. The
most significant are other grants and subventions
(Fig. 5). These ranged from PLN 106 to 279 billion,
with an average of around PLN 150 billion. Most
go for local government units for their current and
investment activities. Until 2021, funds from the
500+ programme were also intended to support
families raising children. From 2022 onwards, this
programme has been financed through grants to
institutions in the social security sector. The
second way of spending was grants for social
security sector institutions. On average, around
PLN 100 million was allocated to them. In contrast
to other subsidies, they were characterised by
high stability in the budget (the coefficient of
variation was around 9%). In third place was
expenditure on projects financed by the European
Union. Although significant flows have appeared
since 2007, it has only been from 2009 onwards
that they formed a significant part of budget
expenditure, supporting the development of

300,0
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O N A Db H o DN DD DN
o O &7 O OF B ST Ay
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Grants to social security programs
Current expenses of budget units
=== Service of the State Treasury debt

e Projects with funds from the EU et.

businesses, local authorities, and agricultural
activity. It was about PLN 82 billion on average
(coefficient of variability of about 29%). The
fourth direction of expenditure was the current
expenditure of budgetary units, i.e. funds allocated
for the maintenance of the state. A constant
upward trend characterised these expenditures
and has increased from PLN 50 billion to over PLN
100 billion. A smaller share was accounted for by
expenditure on servicing State Treasury debt and
membership fees to the European Union budget.
The former declined, while the latter gradually
increased, which is related to the mechanism of
calculating these contributions depending on
gross national income. The state allocated the
most minor funds for direct investments. This was
around PLN 22 billion, although their value
increased from PLN 13 billion to PLN 40 billion.
Current expenditures, as well as subsidies and the
contribution to the EU, showed a highly significant
correlation with the level of GDP (correlation
coefficient above 0.93, with p < 0.000).

N

Other grants and subventions

s Capital expenditure

e O\vn resources of the European Union

Fig 5. Expenditure of Polish state budget in 2000-2022 by type
(in billions PLN, in fixed prices from 2022)

Source: Author’s own study based on data from the Ministry of Finance.
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The next step is to examine the structure of
budget expenditure. The structure indicators are
shown in Figure 6, and the structure dissimilarity
indicators are shown in Table 3. Grants and
subventions accounted for the largest share of
expenditure. Grants to institutions of the social
security sector followed - for 22% on average,
with 21% variability, while other grants and
subsidies accounted for 32% of expenditure, with

60%
50%

40%
30%
20%
10%

0%

W Grants to social security programs

Current expenses of budget units
M Service of the State Treasury debt

M Projects with funds from the EU et.

13% variability. Current expenditures of budget
units account for about 16%, projects with EU
funds account for about 11%, and debt service
accounts for about 10%. The structure indicators
are generally characterised by moderate volatility;
only for member contributions to the EU budget
and projects financed with EU funds, the volatility
is high (48 and 73%).

100%
80%
70%

m Other grants and subventions
m Capital expenditure

W Own resources of the European Union

Fig 6. Structure of expenditure of Polish state budget in 2000-2022 by type (in %)

Source: Author’s own study based on data from the Ministry of Finance.

Table 3: Descriptive statistics of dissimilarity coefficients of state budget
expenditure structures in 2000-2022

Structure
dissimilarity | o0 | Median SD | Minimum | Maximu cv
coefficients (in m
%)
Regarding the 3,71 3,51 2,08 0,00 9,16 0,56
previous year
Regarding 2000 15,47 18,43 8,41 0,00 24,81 0,54
Regarding 2004 14,07 15,56 7,81 0,00 24,94 0,56
Regarding 2019 12,25 11,21 6,78 0,00 23,29 0,55
Regarding 2022 11,31 10,38 5,88 0,00 20,64 0,52
Inflation 3,2 2,5 3,4 -0,9 14,4 1,05
GDP growth rate 3,8 4,2 2,1 -2,0 7,1 0,55

Source: Author’s own study based on data from the Ministry of Finance.
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An analysis of the expenditure structure shows
that there have been significant changes in this
area of the budget (Table 3). The most
considerable year-on-year changes occurred in
2007, 2010, 2016, 2020 and 2022 - more than
5%. Significant changes occurred from 2007
onwards, with the most incredible intensity
between 2010 and 2015 when European Union
funds were allocated. Again, 2004 was not
associated with significant changes in the
structure of budget expenditure. In contrast, there
were noticeable changes during the pandemic,
with the most incredible intensity in 2021.
Changes in the expenditure structure were weakly
correlated with inflation and GDP and were not
statistically significant (correlation coefficient
0.21, p = 0.51 and 0.18, p = 0.85). Analysis of the
indices of dissimilarity of structures in both parts
of the budget indicates that the observed
differences between changes in the revenue
structure and expenditure structure are
statistically insignificant.

Summary

The study aims to assess changes in the size and
structure of revenue and expenditure in Poland's
state budget between 2000 and 2022. Analyses
have shown a permanent imbalance in the budget.
However, the situation is not as bad, as the
budget's operating result oscillates around zero,
and the debt to GDP is falling. Both revenues and
expenditures have gradually increased. The
volatility of budget revenue and expenditure is
moderate. Only the wuse of EU funds is
characterised by high volatility. The revenue and
expenditure structure is variable. However, the
emerging crises had little impact on the structure
of the budget, only on its level of expenditure.
Changes in the size of the budget were mainly due
to the level of inflation and the rate of economic
growth, as well as the inflow of funds from the
European Union budget. As a result, the
hypothesis is confirmed.

The state budget should continue to be monitored
due to changes in Poland's macroeconomic and
political environment and changes in social
security provided by the government. Despite the
introduced anti-inflation shields, inflation remains
high. Reductions in VAT tax rates cannot be

introduced permanently. Social benefits related to
the 500+ and 800+ programs and the thirteenth
and fourteenth pensions are increasing, with a
simultaneous increase in the minimum wage.
Additionally, the government of both the current
and future coalition announced further changes in
the tax-free allowance, energy transformation and
an increase in spending on national defence,
health care and housing. All these proposed
changes reduce budget revenues and increase
expenses, consequently increasing the budget
deficit. As a result, in 2024, Poland is already at
risk of being subject to the EU's excessive deficit
procedure.

There is currently no political will to improve the
revenue base significantly. Only the new taxes will
be introduced due to solutions implemented in the
European Union. On the other hand, there is no
will to reduce social spending significantly. As a
result, reducing the deficit will only be possible by
limiting current expenditure and taking actions to
support economic development so the deficit to
GDP ratio is reduced.
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