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A b s t r a c t

Many opinions have been expressed for years concerning labour costs in Poland. Unsurprisingly,
those opinions have been far from consensus. Basically, low wages are treated as a factor increasing
the competitiveness of our economy and it is argued that they constitute major proof that Poland is
attractive for foreign investors. On the other hand, however, entrepreneurs and various organisa-
tions representing them have repeatedly pointed out that high labour costs in Poland are the
principal cause of unemployment, growth of grey economy, and low competitiveness of the country’s
economy. The above problems assumed particular significance after Poland’s accession to the
European Union. Basing on statistical data and empirical research we try to verify some myths
concerning the labour costs in Poland.
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A b s t r a k t

Od lat funkcjonuje wiele opinii o kosztach pracy w Polsce. Opinie te są ponadto sprzeczne.
Z jednej strony niski poziom płac jest traktowany jako czynnik zwiększający konkurencyjność
gospodarki i wysuwany jako ważny argument świadczący o atrakcyjności Polski dla inwestorów
zagranicznych. Z drugiej zaś, zwłaszcza w gronie przedsiębiorców i w ich organizacjach, dużo mówi się
o wysokich kosztach pracy w Polsce jako przyczynie bezrobocia, rozwoju szarej strefy i niskiej
konkurencyjności gospodarki. Problemy te nabrały szczególnego znaczenia po wejściu Polski do Unii
Europejskiej. Wykorzystując dane statystyczne i wyniki badań empirycznych, autorzy postarają się
zweryfikować niektóre mity dotyczące kosztów pracy w Polsce.



Introduction

In 2006 we took an attempt to verify seven myths concerning the costs of
labour in Poland:

1. Cheap labour force is the decisive factor in making Poland attractive as
a site for foreign capital investments.

2. High labour costs in Poland are caused predominantly by high taxes
(social security contributions and PIT rates).

3. High labour costs lead to a further growth of grey economy.
4. The increase in labour costs leads to rising inflation.
5. High labour costs hamper the growth of investments and the creation of

new jobs.
6. Lowering labour costs will decrease the rate of unemployment.
7. A market-oriented transformation of economy is accompanied by reduc-

tion of social benefits.
It turned out that none of the above myths were confirmed. Statistical data

and results of empirical research used then (KRAJEWSKA, KRAJEWSKI 2007,
p. 179–193) covered the period until 2004 and in some cases until 2005. Now,
having access to the 2012/2013 statistical data, we will make another attempt
at verifying the above enumerated myths.

Labour costs in the European Union –
the level and pace of changes

Total labour costs cover wage and non-wage costs less subsidies. They do
not include vocational training costs or other expenditure such as recruitment
costs, spending on working clothes, etc. Wage costs include direct remuner-
ations, bonuses, and allowances paid by the employer in cash or in kind to the
employee, etc. Non-wage costs include the employers’ social contributions plus
employment taxes regarded as labour costs less subsidies intended to refund
part or all of the employer’s cost of direct remuneration.

Before the enlargement of the EU with 8 new countries from the Central
and Eastern Europe the differences between old (EU-15) and new states
(EU-8) were enormous. According to the data included in table 1, in 2002 the
labour costs in the old EU countries per hour1 were over 5 times higher than in
the countries which got accepted into the Community in 2004. In the periods
under discussion the lowest labour costs were registered in Lithuania (EUR 2.7),

1 Hourly labour costs are calculated by dividing annual labour costs by the overall number of
hours worked.
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and the highest in Sweden (EUR 28.6), thus marking an over 10-fold differ-
ence. Poland’s labour costs amounted to EUR 4.5 per hour, an index which was
lower only to that of Slovenia (EUR 9.0).

In 2013 labour costs were lowest in the two countries which entered the EU
in the next stage of enlargement, namely in Bulgaria (EUR 3.7 per hour) and
Romania (EUR 4.6), while the highest costs were registered in Sweden
(EUR 40.1), Denmark (EUR 38.4) and Belgium (EUR 38.0), which means that
the labour costs per hour in Bulgaria are over 10 times lower in comparison
with the countries having the highest labour costs. However, the situation of
the remaining Central and Eastern European countries in comparison with the
countries having highest labour costs improved considerably. The fastest
growth of labour costs per hour was noted in Estonia (from EUR 3 in 2000 to
EUR 9 in 2013) and Slovakia (from EUR 3.1 to EUR 8.5). In Poland labour
costs per hour grew at a slower pace than in the other Central and Eastern
European countries (from EUR 4.5 to EUR 7.6). As a result, 5 EU countries
have lower labour costs per hour than Poland: Bulgaria, Romania, Lithuania,
Latvia and Hungary. Nevertheless, the position of Poland in relation to the
countries with highest labour costs was also improved: from 6.5 times lower to
in 2002 to 5.3 times lower in 2013.

It should also be emphasized that the share of non-wage costs in total
labour costs is distinctly varied (Tab. 1). In 2013 it ranged from 8% in Malta to
33.3% in Sweden. These differences result primarily from the rate of social
insurance contributions paid by entrepreneurs in various EU countries.
However, the differences between old and new EU countries are not huge.

The verification of myths

Low labour costs increase the competitive position and are a decisive
factor in Poland’s attractiveness as a location for foreign capital

investment

Since labour costs in the Central and Eastern European countries which
were integrated into the European Union are much lower than in the Western
Europe, there were high hopes for attracting foreign capital. A good criterion
for measuring the given country’s attractiveness for foreign investors is the
volume of foreign direct investments (FDI) per one inhabitant. The data
included in table 2 point out that labour costs are not the decisive factor as far
as the influx of FDI is concerned. In the initial stage of transformation the
economies of the Czech Republic, Hungary and Estonia attracted the largest
FDI per capita, although their hourly labour costs were not among the lowest.
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With time passing Estonia became the leader in attracting foreign capital
(EUR 12,030 per capita in 2013), whereas in Poland (in spite of lower labour
costs) the influx of FDI was much slower (EUR 4,810 per capita).

Table 2
Foreign direct investments of the „new” EU countries (in EUR per capita)

2013
(2002=100)

Countries 2002 2004 2008 2013

Bulgaria 498 951 4,211 5,238 1,051.8

Czech Republic 3,818 4,123 7,876 9,379 245.6

Estonia 2,916 5,397 8,798 12,030 412.5

Lithuania 1,105 1,380 2,861 4,170 377.4

Latvia 1,154 1,460 3,707 5,668 491.2

Poland 1,206 1,663 3,074 4,810 398.8

Romania 341 446 2,343 3,073 901.2

Slovakia 1,600 2,347 6,738 7,884 492.8

Slovenia 1,980 2,795 5,034 5,211 263.2

Hungary 3,392 4,461 6,172 7,983 235.4

Source: the author’s report on the basis of Eurostat data: http://epp.eurostat.ec.europa.eu/por-
tal/page/portal/statistics/search–database (access: 25.07.2014).

This means that between the years 2002 and 2013 in Estonia the influx of
foreign capital increased over 4 times, while hourly labour costs increased
3 times (from EUR 3 to EUR 9 per hour) and are among the highest in this
group of EU members.

In 2002 labour costs in Poland were, in comparison with other new EU
member states, relatively high, and the influx of foreign capital was moderate.
However, gradually it turned out that the labour costs in Poland in the period
under analysis were increasing at a relatively slow pace (from EUR 4.5 to
EUR 7.6, i.e. by 68.9%), whereas in all the other countries (apart from
Slovenia) they were increasing much faster (cf. table 1). Nevertheless, this fact
did not improve Poland’s position in terms of competitiveness; in the com-
petitiveness ranking it even fell from the 6th position among 10 countries
under analysis to the penultimate position (EUR 4810 per capita). Romania,
where the FDI index per capita is the lowest (EUR 3073), made considerable
progress, after all – in 2002 the influx of FDI per capita was over 3.5 times
lower than in Poland, whereas in 2013 it was lower only by 36%. It should also
be added that in Bulgaria in the analogous period the FDI index per capita rose
over 10 times, thanks to which the country moved from the penultimate
position in the ranking to the 6th spot.
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It should, therefore, be stated that, apart from labour costs, many other
factors affect the given country’s economic competitiveness and attractiveness
for the foreign capital. Among other things, one should enumerate factors such
as the quality of infrastructure, companies’ access to financial services,
institutional and legislative frameworks, stability and transparency of the tax
system, efficiency of the judiciary and enforcement of contractual provisions,
and high expenditure on R+D and education. According to the World Bank
report on the competitiveness of Polish economy and investment climate
assessment, in Poland all the above mentioned factors concerning competitive-
ness were at a lower level than the average in those Central and Eastern
European countries which were integrated into the European Union in 2004.
The structural changes taking place in Poland were also negatively assessed in
comparison with the transformations in the new member states. The report
(Poland – Convergence to Europe 2004) states: „The manufacturing production
structure remains dependent on low-skill, low-value-added, labour-intensive
industries. Like Romania and Bulgaria, Poland remains locked in a traditional
pattern of industrial trade and specialization... [However,] the other EU-8
show a more dynamic pattern of integration into the European division of
labour. Hungary, the Czech Republic, Slovakia, and Estonia are catching up
relatively fast in technology and more sophisticated branches of industry”.
Unfortunately, these assessments remain accurate as far as the situation in
Poland is concerned.

High social security contributions and high wage taxes result
in high labour costs in Poland

One of the typical arguments frequently made by entrepreneurs in Poland
is that social security contributions and taxes should be lowered. Indeed, these
burdens are high in Poland.

Social security contributions constitute a significant share of labour costs
in EU countries (Tab. 3). They are exceptionally low only in a few countries:
Denmark, Finland, Ireland and Great Britain, as well as in Cyprus and Malta.
However, several EU countries had bigger tax and contribution burdens on
gross earnings than Poland (38.64–41.3%): Belgium – 48.0%, Czech Republic –
45.0%, France – 59%, Greece – 47%, Slovakia – 48.6% and Italy – 45%.
However, it should be admitted that the income tax rates for physical persons
in Poland (18% and 32%) are relatively low in comparison with PIT rates in
other EU countries, particularly in the „old EU” countries, where the upper
PIT rates exceed 40% (KRAJEWSKA 2012, p. 95).
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Table 3
The rate of social security contributions in the EU countries in 2011

Including:

the worker’s
contribution

the employer’s
contribution

Total burden
on gross earnings

Countries

Austria 39.5 18.0 21.5

Belgium 48.0 13.0 35.0

Bulgaria 29–29.7 11.4 17.6–18.3

Cyprus 17.3 6.8 10.5

Czech Republic 45.0 11.0 34.0

Denmark 9.0 9.0 0

Estonia 35.0 2.0 33.0

Finland 9.81 8.62 1.19

France 28.0–59.0 14.0 14.0–45.0

Greece 44.0–47.0 16.0–19.45 28.0

Spain 28.3 4.7 23.6

Ireland 14.75 4.0 10.75

Lithuania 30.8 3.0 27.8

Latvia 35.09 11.0 24.09

Luxembourg 22.4 11.9 10.5

Malta 20.0 10.0 10.0

Germany 39.0 19.5 19.5

Poland 38.64–41.3 23.71 14.93–17.59

Portugal 34.75–37.85 11.0 23.75–26.1

Romania 31.3 10.5 20.8

Slovakia 48.6 13.4 35.2

Slovenia 38.2 22.1 16.1

Sweden 38.42 7.0 31.42

Hungary 44.5 17.5 27.0

Great Britain 15.8–25.8 2.0–12.0 13.8

Italy 40.0–45.0 31.0–36.0 9.0

Source: Taxation trends in European Union (2011).

The burdening of workers and employers with full labour costs, i.e. not only
social insurance contributions, but also income tax, is commonly described as
tax wedge. Since the rate of taxation for workers is influenced not only by their
earnings, but also their family situation, tax wedge is calculated for specific
worker groups, e.g. single taxpayers, taxpayers opting for joint taxation with
spouses, having one or two children and earning close to median value (which
often amounts to 2/3 of the average earnings), the national average or two
national averages. Table 4 presents calculations of total burdens on the gross
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wages of the single worker, having no children and earning 2/3 of average
wages. In the period under analysis the tax wedge in Poland was lower than
the EU-27 average.

Table 4
Tax wedges for a single worker with 67% of average earnings, no children, as % of total labour costs

Difference
(2000–2012)

Country 2000 2004 2008 2012

Belgium 51.3 49.0 50.2 50.5 -0.8

Bulgaria 40.0 35.8 35.1 33.6 -6.4

Czech Republic 41.3 41.9 40.1 39.3 -2.0

Denmark 40.8 38.9 38.5 37.0 -3.8

Germany 47.5 46.9 46.6 45.6 -1.9

Estonia 39.8 39.6 37.0 39.2 -0.6

Ireland 18.1 19.5 15.0 20.1 2.0

Greece 36.0 36.1 35.5 38.6 2.6

Spain 34.8 35.3 34.0 37.0 2.2

France 43.7 46.2 46.4 47.1 3.4

Italy 43.6 42.2 43.2 44.5 0.9

Cyprus 16.7 18.6 11.9 11.9 -4.8

Latvia 42.2 41.9 39.9 43.5 1.3

Lithuania 42.9 41.6 40.3 38.9 -4.0

Luxembourg 31.1 28.1 28.2 28.9 -2.2

Hungary 51.4 44.8 46.7 47.6 -3.8

Malta 16.6 17.6 17.9 18.6 2.0

Netherlands 42.2 40.8 34.0 33.2 -9.1

Austria 43.2 44.0 44.5 44.2 1.0

Poland 37.0 37.2 33.6 34.6 -2.4

Portugal 33.2 32.8 32.1 32.0 -1.2

Romania 44.7 42.9 40.9 43.8 -0.9

Slovenia 42.6 43.6 40.3 38.5 -4.1

Slovakia 40.6 39.2 36.0 36.9 -3.7

Finland 43.0 39.4 38.6 36.7 -6.2

Sweden 48.6 47.2 42.5 40.7 -7.9

United Kingdom 29.1 30.5 29.7 28.2 -0.9

EU-27 38.6 37.8 36.3 36.7 -1.9

EA-17 36.7 36.4 34.8 35.5 -1.2

Source: Taxation trends in European Union (2013, p. 36).

An important measure of economic fiscalization is the proportion of taxes
and contributions in relation to GDP. According to Eurostat data (Taxations
trends., 2013, p. 195, 196), in the majority of EU countries the share of
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contributions is high and relatively stable. For instance, it constitutes ca 16%
of GDP in France and between 12-13% in Belgium, Czech Republic, Estonia,
Greece, Italy, Slovenia, Slovakia, as well as in Poland (12.7%).

The high, and in many countries growing share of social insurance contri-
butions in relation to GDP results from the wide range of social benefits and
the growing number of old age pensioners, retirees, unemployed and persons
receiving social benefits. At the same time, however, many people notice the
negative consequences of high contributions (high labour costs, decrease of
profit rate, a less competitive economy). The aging of Western Europe societies
only aggravates the already existing problems. Nevertheless making „cuts” in
social benefits generates considerable social resistance everywhere, as a result
of which changes are introduced at a very slow pace.

High labour costs lead to a growth of grey economy

The proponents of lowering taxes and social insurance contributions very
frequently point out to the high share of grey economy in Poland’s economy
(WYRZYKOWSKI, 2013, p. 192). It is argued that the lowering of taxes and
contributions would facilitate the „coming out” of a significant number of
entrepreneurs; they would pay taxes and insurance contributions, which
would lead to the increase of budget income.

The share of grey economy in Poland ranges, depending on the methodol-
ogy of research, from 16% GDP (GUS2) to 25% GDP (WYRZYKOWSKI 2013,
p. 185–192). According to most recent research data (SCHNEIDER 2011, p. 192),
grey economy in Poland amounts to 25% of GDP. However, a higher share of
grey economy was noted in countries which have much lower labour costs,
lower social insurance contributions and lower taxes, e,g., 32.3% in Bulgaria,
29.6% in Romania, 29.5% in Croatia, 26% in Cyprus and 25.8% in Malta.

On the other hand, the share of grey economy in Western European
countries is relative stable. In many of them (Germany, Holland, France,
Austria) it ranges between 8-10% of GDP (SCHNEIDER 2011), although the level
of tax burdens and social insurance contributions there is rather high.

Although high taxation burdens, especially high social insurance rates, are,
indeed, conducive to the growth of grey economy, in reality there are many
more factors responsible for this tendency. Among other things, one should
enumerate the following causes:

– Weak and inefficient tax administration system, as a result of which tax
collectability is low, and the sanctions not severe enough,

2 Central Statistical Office of Poland.
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– Ineffective, corrupted government institutions and links between politi-
cians and business which facilitate illegal activities,

– Overly bureaucratic administrative and legislative regulations,
– A poorly developed banking system, as a result of which funds necessary

to finance economic activities often come from illegal sources,
– A high rate of unemployment and an unsatisfactory social protection

system which encourages people to take up illegal jobs,
– A wide range of natural economy (in small towns and in villages) making

it possible to live on meagre means and working irregularly,
– Poor filing system of some economic activities (e.g., agriculture, artisan-

ship, services).
The above quoted results of Schneider’s research clearly indicate lack of

correlation between the level of labour costs and the size of grey economy. In
the new EU countries grey economy constitutes a significant share, although
the tax burdens measured by the share of taxes and social insurance contribu-
tions are relative low. Conversely, a small share of grey economy has been
observed in many countries with a high degree of fiscalization.

High labour costs contribute to inflation

The view that labour costs contribute to inflation is closely related to the
wage/price spiral, which occurs when increase of wages leads to increased
prices of goods, which, in turn, gives trade unions an argument to pressure for
growth of wages. A similar spiral is set in motion by the increase of labour
costs, however, provided that producers can balance some of the costs by
increasing prices. Research analysing the time period from 1992 to 2004
(STASIAK 2007, p. 18) demonstrates that the pace of increase of real wages was
(with the exception of the years 1996–1998) lower than the pace of increase of
workforce productivity, and since 2002, the wedge was becoming wider and
wider. Also in the subsequent years the workforce productivity increased
faster than the real wages in the enterprise sector. This trend was confirmed
by the research covering the years 2000–2012 (KABAJ 2013). According to the
results of the research, the gap between the increase of workforce productivity
and real wages (with the exception of the years 2007–2009) is distinctly
growing (Fig. 1). Therefore, the above quoted data do not confirm the
assumption that labour costs contribute to inflation.

It is fortunate that the problem of disproportion between the increase of
workforce productivity and wages was noted in the Konkurencyjna Polska
[Competitive Poland], report prepared and edited by Jerzy HAUSNER (2013,
p. 16, 126). One can find there the following passage: „The relatively high
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Fig. 1. Dynamic of increase of real wages and workforce productivity in the enterprise sector
(2000 = 100)

Source: KABAJ (2013).

competitiveness of enterprises results from systematically maintaining the
low-paid increase of workforce productivity. Thanks to this the increase of real
wages is moderate and does not spoil the macroeconomic balance. Reining in
real wages is relatively easier when high structural unemployment persists.
However, apart from being beneficial, such as situation has also negative
consequences [...] A mechanism crystallizes, which, even while being helpful
from the point of view of business cycle, is nevertheless harmful structurally”.
Hausner expressed his reservations even more clearly in his interview for
„Gazeta Wyborcza”: „If Poland wants to enter a higher level of development,
we have to pay more for work. If we don’t, we will not have good employees,
who would be able to design all those innovative products and technologies.
People are the most valuable capital for the company” (Dokąd idziemy 2014).

High labour costs hamper the growth of investment,
ergo they make it difficult to create new jobs

Entrepreneurs tend to think that growth of labour costs, including increase
of wages, reduces funds for investment and thus makes it difficult to create
new jobs. However, their opinions would be fully justified if labour costs and
wages grew at a faster pace than workforce productivity. On the basis of the
above quoted statistical data it can be concluded that entrepreneurs enjoy
more benefits from increase in workforce productivity, which leads to the
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increase of gross operating surplus. Gross operating surplus is a balancing
item in the generation of income account, created as a result of subtracting
from gross domestic product transactions related directly to production pro-
cesses, i.e. costs connected with employment and tax on products (VAT, excise,
custom duty) minus subventions connected with production and import.

Table 5
Dynamic of labour costs, wages, operating surplus and investment (current prices – 2012)

List of items 2000 = 100

Average monthly labour costs per 1 person employed 181.1

Average gross monthly wages and salaries 186.4

Gross operating surplus 257.6

Including the enterprise sector 318.1

Investment outlays 178.5

Including the enterprise sector 200.8

Source: The author’s calculations, based on GUS Statistical Yearbooks.

Gross operating surplus can be spent on investments, savings and entre-
preneurs’ consumption. GUS data (Tab. 5) suggest that in the years 2000–2012
gross operating surplus grew at a faster pace than labour costs and average
wages. At the same time, however, the pace of increase of investment outlays
was lower than the pace of increase of labour costs and wages, although,
judging by the level of operational surplus, the investments could potentially
be higher. The difference between the pace of increase of gross operating
surplus and the pace of increase of investment outlays can be seen most clearly
in the enterprise sector. This means that the possibilities for increasing
investments were higher and they were not hindered by the growing labour
costs.

Lowering labour costs leads to decrease of unemployment rate

Entrepreneurs often use the argument that the lowering of labour costs
leads to a smaller rate of unemployment. The statistical data presented in
table 6 do not support this myth. Two time periods were used to verify the above
claim: years 2000–2003 and 2008–2013.

In 2003 only 4 out of the countries researched saw decrease in unit labour
costs (in comparison with the year 2000). In 2 countries the lowering of labour
costs was, however, accompanied by the growth of the unemployment rate
(Austria and Poland), whereas only 1 country saw decrease of the unemploy-
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ment rate (Great Britain), while no change was observed in 1 country (Sweden).
In the countries where unit labour costs were increased the situation varied: the
rate of unemployment either grew or decreased, or remained the same.

Between 2008 and 2012 hourly labour costs decreased in countries such as
Greece, Germany, Portugal and Hungary, whereas in Ireland they remained
more or less the same. The rate of unemployment decreased only in Germany,
whereas in other EU countries (i.e. in those where labour costs got lower, and in
the remaining ones) the rate of unemployment was significantly higher, for
example, in Greece from 7.7% in 200 to 24.3% in 2012 r., in Spain up to 25%, in
Portugal up to 15.9%, and in Ireland up to 14.7%. This was an obvious aftermath
of the sudden crash of the business cycle in these countries.

Table 6
Rate of unemployment and hourly labour costs in the EU

Rate of Rate of
unemployment unemployment

(in %) (in %)

Hourly Hourly
labour costs labour costs
(2000=100) (2008=100)

2000 2003 2003 2008 2012 2012

Country

Austria 3.7 4.4 98.8 3.8 4.3 115.5

Belgium 6.9 8.1 108.2 7.0 7.6 113.1

Czech Republic 8.7 7.8 106.4 4.4 7.0 116.7

Denmark 4.4 5.6 109.8 3.4 7.5 110.5

Finland 9.8 9.0 107.5 6.4 7.7 113.6

France 9.3 9.4 102.8 7.8 10.2 109.9

Greece 11.0 9.3 107.6 7.7 24.3 89.8

Spain 11.3 11.3 110.0 11.3 25.0 108.2

Holland 2.9 3.8 119.8 3.7 5.3 108.4

Ireland 4.3 4.6 100.7 6.4 14.7 100.3

Luxemburg 2.3 3.7 105.9 4.9 5.1 111.9

Germany 7.8 9.7 104.9 7.5 5.5 96.2

Poland 16.4 19.2 76.8 8.1 10.1 109.3

Portugal 4.1 6.4 109.1 8.5 15.9 95.1

Slovakia 18.7 17.1 105.0 9.6 14.0 113.7

Sweden 5.6 5.6 96.0 6.2 8.0 124.0

Great Britain 5.4 5.0 97.3 5.6 7.9 103.3

Hungary 6.3 5.8 131.0 7.8 10.9 96.2

Italy 10.4 8.6 117.4 6.7 10.7 109.5

Source: the years 2000-2003 – the author’s report on the basis of: CHAŁAS (2005, p. 39); the years
2008-2012 – the author’s report on the basis of the table 1 and Eurostat: http://epp.eurostat.ec.europa...
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Together with the market-oriented transformation
of economy, companies reduce social benefits

Before the transformation Polish state-owned companies had a very well
developed infrastructure making it possible to offer to the workers and their
families many social services. Companies financed workplace crcches and
kindergartens, canteens, community centres, sport clubs, holiday houses
located in very attractive tourist regions. Winter and summer camps were
organized for children. Many companies granted their workers flats or co-
financed their fees for housing cooperatives. Due to ongoing privatization
processes the expanded social infrastructure was becoming an unnecessary
burden negatively impacting the financial results of companies. Therefore, the
process of closing or commercializing crcches, kindergartens and canteens
began, while holiday houses and residential buildings were sold. It was
commonly believed that because of the advent of free market economy
companies started reducing social benefits.

However, we treated this assumption as a myth, rather than an unques-
tionable fact. Our scepticism was based on the results of empirical research
conducted by various teams KRAJEWSKI (1996), MORECKA (1999), which did not
offer definitive conclusions. In the initial stage of transformation the range of
social benefits in the companies which were still state-owned did not change.
Social benefits were not severely reduced in privatized companies with a share
of foreign capital. This policy may have resulted from the fact that working
crews agreed to privatization in exchange for obtaining guarantees concerning
employment, level of wages and social benefits. The investors’ pledges were
written into contracts or annexes to privatization contracts. Employee-owned
companies did not want to reduce social benefits either. It is also worth
emphasizing that companies frequently offered various benefits in kind or
tokens (Christmas or summer vouchers) in order to avoid the burden of income
tax and social insurance contributions.

In the initial stage of transformation the benefits were reduced in a very
conservative manner. Gradually, however, a considerable diversification of the
extent of social benefits could be noticed, influenced, to a large degree, by the
improved or worsened economic condition of various companies. The value of
benefits grew in a relatively small sample of the companies under research,
while the poorly performing state-owned and private companies decreased the
social benefits. Employee-owned companies and state-owned companies moun-
ted the strongest defence against the dramatic decrease of the benefits
(KRAJEWSKA, KACZOROWSKI 2007, p. 105, 106). The social benefits which are
not wage-related are also changing as well as the criteria for granting them.
Social benefits are slowly losing their status as a widely accessible, egalitarian
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option. More and more frequently, they are addressed at the employees
considered „strategic” for the company and constitute a form of nonwage
integrating motivation. Growingly popular are referral bonuses for attractive
holiday leaves for the best employees and „bonding events” for medium and
high level personnel.

According to GUS data, the share of outlays on Employee Social Fund in
labour costs decreased from 3.1% in 1996 to 2% in 2000 (Rocznik Statystyczny
Pracy 2001, p. 222, Rocznik Statystyczny Pracy 2010, p. 332) and retained this
value in 2012. However, it is distinctly higher in the public sector (3.3%) than
in the private sector (1.1%), in which big companies (1.3%) attach more
importance to social spending than the small ones (0.5%) (Koszty pracy
w gospodarce narodowej w 2012 r., 2013, p. 90). The share of outlays on
Employee Social Fund in general labour costs is also quite diverse depending
on the economic sector: from 0.9% in construction and trade to 4.4% in
education and 5.5% in public administration and national defence (Koszty
pracy w gospodarce narodowej w 2012 r., 2013, p. 104, 106, 122, 124).

In the recent years the following tendencies could be observed: 1) The share
of outlays on Employee Social Fund in the general labour costs is decreasing, 2)
there are significant differences in the share of the outlays on Employee Social
Fund among companies depending on their form of ownership, size and
financial situation as well as belonging to the given economic sector (the share
of the above specified social benefits is relatively high in the following sectors:
administration, education, culture), 3) the criteria for granting these benefits
are changing – they are starting to play a motivational role to a larger degree,
while the income situation of the given family is taken into account less and
less frequently.

Conclusions

1. It turns out that out of the seven commonplace opinions about the
labour costs in Poland which were not positively verified in the first stage of
research, six remain unverified now, after taking into consideration the
statistical data for the subsequent years. The statistical data confirm the
conclusions drawn on the basis of the earlier analysis. The only factor that has
changed is the companies’ attitude towards social benefits, which could not be
seen clearly in the first years of Poland’s economic transformation.

2. Contrary to popular belief, labour costs are not a factor making Polish
economy more competitive. Despite the low wages and relatively low labour
costs our country does not have much to offer in comparison with either old EU
countries or the new member states, a fact proven by the low level of FDI per
capita in Poland. A serious challenge for Poland is the change of economic
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structure, growth of workforce productivity and an improvement of economic
and social infrastructure in order to make it more business-friendly.

3. The reduction of social security contributions rates, which are widely
criticized as a major burden on labour costs, will be difficult to achieve in the
upcoming years because of the disadvantageous proportions between the
number of persons employed and the number of persons receiving social
benefits which persists in Poland3. Although the lowering of social security
contributions will be difficult to carry out, at least some changes are necessary.
Worth considering are the solutions applied by EU countries, which consisted
in selectively decreasing the contributions and tax burdens for persons with
lowest incomes and those newly employed. Such policy encourages employers
to employ low qualified persons (among whom the rate of unemployment is the
highest), and, moreover, it creates additional demand in economy.

4. Employers’ opinions concerning labour costs result from treating this
category just like other elements of the costs. What the employers are aware of
is the necessity of reducing the costs since the lower labour costs are, the better
financial performance of companies are, and such a trend benefits the whole
economy. However, they do not take into account that labour costs, similarly to
the labour market, are not entirely free market categories and they include
various elements which should not be approached solely from the point of view
of minimizing costs.

Main elements of labour costs are wages, social and health insurance
contributions and taxes. The lowering of wages increases companies’ profits,
but at the same time it decreases the income of households, which affects
negatively consumption demand and hinders economic development. The
budget revenues from taxes and social insurance contributions are also
smaller. In addition, the state of public finances is worse, too, because of the
lowering of taxes and social insurance contributions, which has negative
repercussions, namely decreased supply of public goods and social benefits.

5. The proponents of slowing down the increase of labour costs are at the
same time proponents of a competitive strategy based on low wages and low
taxes, because this combination makes it possible to gain price advantage.
However, this is a short-term strategy, typical for countries characterized by
a relatively low level of economic development. A strategy of this kind is not
conducive to improving the quality of labour resources and to making economy
more innovative.

Translated by ANNA KRAWCZYK-ŁASKARZEWSKA

Accepted for print 30.03.2015

3 In 2012 Poland had 14.2 million people in employment, 7.7 million old age pensioners and
retirees and 2.1 million persons unemployed. Rocznik Statystyczny GUS, 2012, p. 45 and 47.

Myths and Facts Concerning Labour Costs in Poland 35



References

CHAŁAS M. 2005. Unia Europejska w liczbach. Instytut Europejski. Łódź.
Dokąd idziemy. Z prof. Jerzym Hausnerem rozmawia Grzegorz Sroczyński. 2014. Gazeta Wyborcza,

9–10 September.
Eurostat. Your key to European statistics. On line: http://epp.eurostat.ec.europa.eu/portal/page/

portal/statistics/search–database.
Konkurencyjna Polska – Jak awansować w światowej lidze gospodarczej? 2013. A report prepared by

a team of independent experts. Ed. J. Hausner. GAP Foundation.
KABAJ M. 2013. Mikroekonomiczne dylematy wynagrodzenia minimalnego. Polityka Społeczna, 8.
Koszty pracy w gospodarce narodowej w 2012 r. 2013. GUS, Warszawa.
KRAJEWSKA A. 2012. Podatki w Unii Europejskiej. PWE, Warszawa.
KRAJEWSKA A., KACZOROWSKI P. 2007. Gospodarowanie zasobami pracy w przedsiębiorstwach

przemysłowych. Wyniki badań empirycznych. In: Koszty i produktywność pracy w Polsce w kon-
tekście integracji z Unią Europejską. Ed. A. Krajewska. Wydawnictwo Uniwersytetu Łódzkiego,
Łódź.

KRAJEWSKA A., KRAJEWSKI S. 2007. Kontrowersje dotyczące kosztów pracy w Polsce. In: Koszty
i produktywność pracy w Polsce w kontekście integracji z Unią Europejską. Ed. A. Krajewska.
Wydawnictwo Uniwersytetu Łódzkiego, Łódź.

KRAJEWSKI S. 1996. Efekty ekonomiczne udziału kapitału zagranicznego w procesie prywatyzacji
przedsiębiorstw. In: Kapitał zagraniczny w prywatyzacji. Ed: M. Jarosz. ISP PAN, Warszawa.

Labour Costs in the EU28. 2014. Eurostat, News Release, 49.
Skutki likwidacji i ograniczenia działalności socjalnej i kulturalnej zakładów pracy. 1999.

Ed. Z. Morecka. IPiSS, Warszawa.
Polska – Convergence to Europe – The Challenge of Productivity Growth. 2014. Project. World Bank.
Rocznik Statystyczny Pracy. 2001. GUS, Warszawa.
Rocznik Statystyczny Pracy. 2010. GUS, Warszawa.
Rocznik Statystyczny Rzeczypospolitej Polskiej. 2002. GUS, Warszawa.
Rocznik Statystyczny Rzeczypospolitej Polskiej. 2012. GUS, Warszawa.
SCHNEIDER F. 2000. The Size and Development of the Shadow Economies and Shadow Economy

Labour Force of 22 Transition and 21 OECD Countries: What Do We really Know? Paper delivered
at the international conference: Unofficial Activities in Transition Countries: Ten Years of
Experience, Institute za Jarne Financije, Zagreb, 18-19 October.

SCHNEIDER F. 2011. Size and development of the shadow economy from 2003 to 2012: some new facts.
On line: www.ecom.jku.at/members/schneider/files2011.

SCHNEIDER F., MARCINKOWSKA I., CICHOCKI S. 2008. Szara strefa gospodarki w Polsce i innych
państwach w okresie przejściowym. A report prepared for the Ministry of Labour and Social Policy
as part of the „Causes of unregistered labour, its scale, nature and social consequences” project,
realized by the Department of Labour Market in MLaSP under the Development of Human
Resources Sector Operational Programme 2004-2006, Warszawa.

STASIAK J. 2007. Koszty pracy w Polsce w latach 1993–2004. In: Koszty i produktywność pracy w Polsce
w kontekście integracji z Unią Europejską. Ed. A. Krajewska. Wydawnictwo Uniwersytetu
Łódzkiego, Łódź.

Taxation Trends in the European Union. 2011. European Commission, Brussels.
Taxation Trends in the European Union. 2013. European Commission, Brussels.
WYRZYKOWSKI W. 2013. Podatkowe uwarunkowania rozwoju przedsiębiorczości w Polsce. Politechnika

Gdańska, Gdańsk.

A. Krajewska, S. Krajewski36


