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Report Highlights:
Its good farming in Poland when upcoming EU mandates to increase the value added tax on farm inputs will be offset by the Polish Ministry of Finance which will rebate the payment.  Exempting farm inputs from VAT payments is another way EU farmers benefit from member state treasuries, in addition to the direct subsidies available to farmers through the Common Agricultural Policy.
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Warsaw [PL1]
[PL]
EU farmers in Poland may soon enjoy additional tax relief.  In March 2008, Poland’s Ministry of Finance proposes to increase the refund of all value added tax (VAT) that farmers spend on farm purchases by one percent, raising the refund to 6 percent.  The proposal is designed to offset the EU-mandated VAT increases on VAT for farm inputs from 3 to 7 percent, including fertilizers, pesticides and insecticides, and goes into effect on May 1, 2008.  Based on economies of scale this rebate will benefit the larger farmers more because of their relatively larger purchase of these inputs. The proposed refund is intended to lighten the burden on farmers and limit their public reaction to the increase.  Farmers producing poultry, pork and dairy, already complain loudly and demonstrate publicly against high feed costs and low prices.
Farmers already pay no income tax in Poland, which for many professionals is about 19 percent. There is pressure by some non-agricultural government officials to begin taxing the larger or more profitable farms at some rate, but on this point there has not been enough political will to counter the farm lobby. 

These obvious benefits prove that the farm lobby remains a powerful force in Polish agriculture and that the Polish government, co-led by the Polish People’s Party, will defend benefits afforded farmers.  In contrast, Polish consumers pay the third highest energy costs in Europe and will experience a large increase in energy prices this April.  At this point the government is not planning to mitigate the energy increase's effect through any new proposals. 

In 2011, a much larger VAT increase will hit Poland, affecting both farmers and consumers as the VAT on food products, now set to 3 percent, will reset to 7 percent.  The Polish government will likely propose a much larger VAT compensation package to offset the increase.
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