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Country: Poland

Social and Economic Background of Poland

The World Bank estimates that in 2003 Poland’s population totaled 38,196,000, 70% of whom were between the ages of 15 and 64.  In 2001, 2% of the population lived on under US$1 a day. The World Bank reports that the GDP per capita was US$12,881 in 2004 in term of PPP adjusted international dollars, a 8.03% increase from $11,924 in 2003. The International Labor Office estimated the unemployment rate is 19.6% of the working population. The World Bank notes that the informal sector accounted for 27.6% of gross national income in 2003.

In 2004, Poland received US $2,347 million in worker’s remittances while its M2/GDP ratio was 41% based on the World Bank statistics. According to the United Nations, in 1999 Poland’s GINI index was 0.316.  The OECD states that Poland received US$1,191 million in foreign aid and development assistance in 2003, while the World Bank estimates the amount of foreign direct investment was US$4,123 million in the same year.  

Poland has completed the IMF and World Bank’s Financial Sector Assessment Program (FSAP), although microfinance is not addressed in its Financial Sector Assessment (FSA) report and Financial System Stability Assessment (FSSA) report completed June  2001.

Poland’s currency is the Zloty (PLN). According to the Economist Intelligence Unit, in 2002 the average currency exchange rate was 4.08PLN: 1USD.  In 2003 and 2004 the average currency exchange rates were 3.89PLN: 1USD and 3.65PLN : 1USD, respectively.

Doing Business in Poland

According to World Bank country profiles, 10 procedures were required in 2004 to launch a business, compared to 9 for the region and 6 for OECD countries.  It cost 20.6% of GDP per capita for those procedures. Six procedures were required to register property, over 204 days and at a cost of 1.6% of property value.  For the region, it takes an average of 6 steps over 133 days to register property at a cost of 3.1% of property value.  For OECD countries, it takes 4 steps on average over 43 days, at a cost of 4.9% of property value.  

The cost of creating collateral was 1.2% of GDP per capita.  Poland rates a 4 on the Disclosure Index (scale 0 to 7), compared to the regional average of 3.6 and OECD average of 5.6.  While there is no public credit registry of business owners or individuals, private bureaus covered 380 borrowers per 1000 adults in 2004.  The country’s Credit Information Index rating is 4, from a range of 0-6.

Regulatory and Legal Environment of Poland

The World Bank indicates that 41 procedures over 1,000 days are required between the time a plaintiff files a lawsuit to when he or she is compensated.  The regional average is 29 procedures over 412 days; the OECD average is 19 procedures over 229 days.  Enforcing contracts costs 8.7% of debt value, as compared to 17.7% in the region and 10.8% in OECD nations.  It takes 1.4 years to file for bankruptcy, at a cost of 18% of estate value.  The recovery rate for creditors is $0.682 per USD.

The Microfinance Center for Central and Eastern Europe and the New Independent States notes that the laws and secondary legislation impacting the microfinance sector in Poland are the Banking Law, National Bank Law, and Law on Credit Unions.  

A 1999 World Council of Credit Unions (WOCCU) report states that all credit unions must operate under the auspices of the National Association of Cooperative Savings & Credit Unions (NACSCU) according to the Credit Union Act of 1995.  As such, NACSCU is responsible for setting and enforcing standards and norms for the sector, as well as performing auditing and supervisory roles.  Also, credit unions are legally prohibited from offering ‘business’ loans for clients whose primary source of income is derived from that business.  The report notes that this is difficult to monitor, but that most loans made by credit unions are used to support business activities that provide secondary income. The report mentions draft legislation allowing credit unions to offer business loans.  All credit unions in Poland are tax-exempt for the first 5 years.

The Ministry of Finance of Poland notes that in 2005 a grant agreement was signed between the Polish government and the International Bank of Reconstruction and Development of the World Bank to undertake accounting and auditing reform within the country. The purpose of this reform is to bring Poland’s standards up to par with international best practices.  The ministry also notes impending fiscal reform to ensure accession into the euro zone by 2007.  

As part of the European Union, Poland has adopted the EU’s quota system and anti-dumping regulations according to the 2005 Index of Economic Freedom.  This index also notes that Poland allows 100% foreign ownership of domestic businesses except in broadcasting, insurance and aviation.

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Poland

The National Bank of Poland cites 64 commercial financial institutions in the country in 2005; the 2005 Index of Economic Freedom notes 83 private banks. An article in The Equator Initiative from September 2003 notes that traditional commercial banks do not normally participate in microfinance because these banks have collateral and business history requirements that potential microfinance clients cannot meet. The total number of clients being banked by traditional means, the number of commercial bank institutions involved in microfinance, and the total number of clients, products, and services is not available.

WOCCU comprises 83 credit unions in Poland in 2003 under the NACSCU, serving 1,168,697 clients.  The WOCCU report describes the credit union products and services as including short term instant loans, medium term credits, long term housing loans, share deposits, withdrawable voluntary savings deposits, systematic savings programs, fixed term deposits, ATMs, electronic payment of monthly bills, credit cards and life insurance.

The Microfinance Center for Central and Eastern Europe and the New Independent States reports 4 microfinance institutions operating in Poland; the Consultative Group to Assist the Poor (CGAP) counts 3.  All of these are non-governmental organizations.  These institutions offer individual, group, and microenterprise lending, working capital and investment loans, advice, and training. Comprehensive data on the total number of clients among these organizations is missing; however the largest institution, Fundusz Mikro Sp. z o.o. had provided loans to 26,805 clients by 2002 according to the Microfinance Network, who notes that this organization is financially sustainable. 

The Microfinance Center for Central and Eastern Europe and the New Independent States is based in Warsaw, was founded in 1997, and serves a network of 95 microfinance institutions throughout Eastern Europe. It provides training, technical assistance, impact assessments, workshops, seminars, exchange visits, policy and advocacy work, and information to its members.  According to the Microfinance Network, a Global Association of Leading Microfinance Institutions, Fundusz Mike Sp. z o.o. is a member of the Microfinance Network, a network whose members believe in applying a commercial approach to microfinance.

Activities of the Poland’s National Committee

Poland’s National Committee, in partnership with the Enterprise Development and Strengthening Program-Microfinance Coalition Component and Shorebank Advisory Services of Romania, held Poland’s 8th Annual Microfinance Conference in Bucharest in May 2005. Over 400 sector experts, policy makers, donors and investors from 40 countries attended this 3-day conference to discuss microfinance issues. In the same month, the VIII Conference of Microlending Institutions in Central and Eastern Europe & the New Independent States was held in Bucharest (called “The Success of Microfinance: how to capitalize on the success and maximize benefits for the clients?”). In early June, Poland held a press conference to observe the 10th anniversary of Micro Fund, the largest microlending organization in Poland, established by the Polish-American Enterprise Fund (PAEF). The National Committee also hosted a competition for the best cartoon promoting microlending in June. In October, Poland will host a forum on microfinance policy for the countries of the former Soviet Union. The National Committee is also conducting a feasibility study – an analysis of demand and supply in the current financial market in Poland. At the end of the year, the Committee will host another competition on “The Best Product of MicroFirm 2005.” Poland is also participating in the Global Microentrepreneurship Awards Programme.
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