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Abstract

Relation between tax burden, employer contributiansl other
labor costs is define the “tax wage” name. Invedioggns have
proved that the “tax wages” is one of the most irtgod reason of
unemployment. The OECD’s annual compendium of tata,d
shows that Poland is in the front of the countmath the high

burden of wages. It means that Poland is a vecglfisountry. The
value of “tax wages” is growing up in Poland fron902.

Maintenance of these high level employer contrimgi will be a
barrier of economic development in next years.
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1 Introduction

Labour market situation stems from thengjes introduced during the period of system
transformation. The need for rapid closing of tietahce between post-communist countries
and Western European ones resulted in a swifteease in work productivity among the
newly joined countries than in the case of the "diJ-15 members. High engagement of
labour force resources, as well as low efficien€yasource usage had to be replaced by
increased work effectiveness and a decrease icoteburdened wages and salaries.
The economic slump caused by the introduction stesy changes resulted in a significant
drop in labour demand
Polish labour market transformations which haveetaklace within the last decade or so
years, are among the most important and socialbplpmatic issues affecting the entire
economy. The period of such changes initiated e rthid 1990’'s by the need for system
transformation seems to be nearing its end andhiegcertain level of lasting stability,
characterised by dropping unemployment indexes, wadl as improved indicators
characterising society’s activity on the labour kedr

Entrepreneurs point to a number of barriemsting their activity with the most
bothersome being those of administrational-legafatter including the ones stemming from
current tax law regulatiohs Research studies indicate that nearly 70 % ofepreneurs
regard as the most significant among those bartiersproblem of low quality legislation.
This obstacle is made even more bothersome by tistahbie legal and tax system,
unreformed labour law, unfair competition and nomge labour costs

! More on taxation barriers can be found in: W. Wiawski — Podatkowe uwarunkowaniarzedsibiorczaici
w Polscé — VI Scientific Conference: The Lisbon Strategydathe Management of Value, Ga&-Stockholm,
2006.

2 Report from a study of operating conditions of M&Etor — carried out for the Polish Chamber of Cenue
— Janurary 2006.
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2 Labour market changes

The years 1995-1997 were characteriseslidgnjificant changes in ownership structure
of the Polish economy, which in the initial phadee to wage-personnel agreements usually
did not result in radical lay-offs but still led tocreased anxiety levels connected with future
outlook. The market suggested the need to changéogment structure, signalling a slump
in the economy, and was characterised by ongoinmbiray of cost-consuming industry
sectors, the necessity for substantial increaseonk efficiency, as well as the limiting of the
level of public demand capability. This resultecconsequences which in the following years
have had major influence on the shaping of theecirfabour market. Among the most
important of them are: low wages, high unemploymient levels of job market activity and
employment indicators, neglected educational stredeft unprepared for economic growth -
especially in the vocational area, as well as gl economic immigration.
In 2002, one could notice first signs of slowind tf labour market indexes, and in the two
subsequent years even certain symptoms of thesiagesf these processes.

Since the middle of 2003, following the period ef/eral years of decreasing employment, we
observe improvement on the labour market. In 2085 @average annual number of the
employed in Poland amounted to 14, 124 000 andhigeer by 4.2% from the lowest value
of the year 2002. This tendency maintained itselR006 (increase of 5.2% in relation to
2002) and is also continuing in 2007The employment growth was accompanied by a
corresponding drop in unemployment. One should exg&at the improved labour market
represents permanent and increasingly stronger opmemon. The noticeable drop in
unemployment should result in stronger demand forsamption in subsequent periods.
However, in the view of the government the level uwfemployment still in existence
continues to be too high for its further drop todide to significantly strengthen inflationary
pressuré Unfortunately, statistical data translates itéep actual social reactions with quite
a delay, which explains why we may observe increasgublic confidence and optimism
levels as late as in the first half of 280The situation is illustrated by the Diagram Nol
below.

% Data of Central Statistical Office (GUS)

* Perspektywy Polskiej Gospodarki (Polish Economgspectives)— The Ministry of Finance, Warszawa,
September 2006

® Survey carried out by the Gitkk Institute for Market Economics (Instytut Badsad GospodatkRynkows)
showed that the value of the economic climate indéMarch 2007 was 26.8 points, in contrast to d#is a
month before. It is also decisively higher thamMarch 2006 when it amounted to 19.2 points.
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Diagram No 1: Indexes of economic activity, employent and unemployment in Poland during the years
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Source: prepared based on: Employment in Poland0@6, Productivity for work — The (Ministry of Labo
and Social Policy), Warszawa 2006.

As one may observe none of the indexes charactgrise labour market in 2006 reached the
levels of 1998.

2 Cost of labour - the unemployment determining fetor.

The phenomenon of unemployment is usyadiceived as the direct effect of drop in
economic activity. In the last two years Poland &&serienced significant economic growth
and the level of unemployment is decreasing att@a waich is socially perceptible. This
phenomenon is also being observed in a longer gp@idime. Within the last 15 years the
rate of economic growth in Poland has indeed beeatgr than the European average.

In Poland it has amounted to approximately 4.4%uaty with the average value in the EU-
15 countries being 1.9%At the same time, Poland has the highest leveheiployment in
Europe, as well as the lowest employment’rathe situation is presented in Diagram No 2

Diagram No 2 - Comparison of economic activity, enlpyment and unemployment indexes in Poland,
newly joined EU member countries and the “old” EU-B countries
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Source: Eurostat.

® Source: Eurostat
" Source: Data of Central Statistical Office (GUS)
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In Poland, economic growth occurs without a comesiing raise in employment. Certain
studies indicate that the level of employment in@untry goes up only when the increase in
GDP exceeds 5%, while in the EU-15 countries tleeimse of 2.8% in GDP is sufficient to
initiate the process of creating new workplacese T¢onducted studies indicate that
excessively high taxation costs of employment dtristthe element of the tax burden which
IS most criticized by entrepreneurs. The unequivoganion of the business community on
the destructive, especially in the context of tkesteng unemployment, character of the tax
burden on labour costs should not be surprisingfs 8f the surveyed entrepreneurs state that
the tax and social insurance (“ZUS”) burdens disage them from increasing employment,
while only 7% describing them as encouraging neypleyment, with 4% seeing it as having
neither positive nor negative effect. With suchnagms it is indeed difficult to effectively try
to limit the undeclared employment of the ,grey'hgd

Characteristic of the changes on thesRdiabour market during 1995-2006 was the
fact that the increase in work efficiency signifitly exceeded wage increases. This positive
phenomenon was one of the foundations in the ecmnohanges directed at adapting our
country to the characteristics of the EU communidowever, excessive disproportion
between these values had an earlier pivotal eftectthe scale of unemployment and
subsequently shaped the scale of economic imnmagraffhe failure to increase wages,
especially for specialised professionals, may ia tipcoming years cause a deficit of
employees in certain sectors of the economy.

3 Labour cost structure in Poland

Labour costs are defined as the total costs indubne the employer in connection with
providing employment. The costs should be dividet wage and non-wage components.
Thus, total labour costs include not only grossegalgut also additional burdens of non-wage
character (pension, disability and health insurgnae well as the burdens accompanying
them, such as accident insurance or contributionshé Fund for the Rehabilitation of
Disabled Persons (FRON).

The difference between net wage paid out to the@yaps and the total cost of a job position
is defined as th&ax wedgeln evaluating the real burden of non-wage costemuneration
one should take into account also those burdenshwdrie covered by employees themselves,
consisting of social insurance contributions whach partially paid by the employed, income
tax, as well as health insurance.

8 Study carried out In 2006 at the Institute for Guencial Law Research at the Faculty of Managemedit a
Economics of the Technical University of Gd& ( Zaklad Prawa Gospodarczego Wydziatu Zdzania i
Ekonomii Politechniki Gdaskiej
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Diagram no 3
Workplace cost structure assuming gross salary of
Euro 1000
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Thus, it refers to both direct (burdening the ergpl), as well as indirect (burdening the
employer) remuneration components. They are higboland and their general structure with
a gross salary of Euro 1000 is represented in BragKo 3. The scope and structure of the
burden is subject to change depending on the leivelages while the total value makes up
the amount described as the “total wage cost obkplace”. This usually becomes the main
criterion in assessing the appropriateness of thplayer-employee form of co-operation.

However, the employed, due to the range of coojper&rms in practice in Poland, should

be here referred to rather as a contractor thangioye€’.

4 The role of tax wedge in shaping rational employmeansystem and
development of the grey zone.

Thetax wedgeis the greatest enemy of a rational employmentesys First and
foremost, it kills new work-places, making the puotion factor represented by labour too
expensive through excessive taxation and thus uglsed in production processes, with
employers starting to prefer solutions which witidgital consuming are not labour intensive.
The existing tax load structure limits the demand Ibw-wage labour of non-specialised
workforce, which is made exactly of those who arethie most difficult situation on the
market. These people may be offered employmenthéngrey zone. Persons with higher
qualifications, as well as those who want to lithié excessive non-wage loads frequently
turn to self-employmeft in relation to which the position of the govermhds very
ambiguous, falling somewhere between preference efmirepreneurship and intensive

° The relations take in practice the form of empleytcontract, order contract, co-operation coriadself-
employment), temporary work and others.

19 According to the author the term “self-employmeistdften overused in a way which distorts the idka
consciously choosing to start individual econonaiivity. “Self-employment” in Poland has taken arsmwhat
negative connotation, implying a certain degreprefsure to resign from a regular employment cohina
favour of starting economic activity.
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attempts to limit fiscal revenue originating frohretincreased cost of obtaining income, lower
taxes and smaller insurance premiums put on tis & cooperation.

The value of production and services carried odhégrey zone in Poland in 2006 amounted
to PLN 130 billion (constituting approximately 13% the Gross Domestic Product),
doubling its value in relation to 1995. Financiaés to the budget from the title of non-taxed
activity of the grey zone amounted to approximably 26 billion in 2006.

The sectors having the greatest share in the oreafithe grey zone are those areas of the
economy in which it is relatively the easiest teghlly employ people without suffering wage
burdening costs. These include commerce, cata@pgirs and construction.

The grey zone is described in the System of Natideaounts as non-observed economy
(NOE). It consists of four parts: underground prithn (productive. legal activity
purposefully hidden from public authorities), illgoroduction (activity forbidden by law),
informal household production for own use, as vealother, remaining forms of activity
unaccounted for in official statistics due to infpetion of research programmes. One of the
elements making up the amount of NOE is the valuenoegistered labour, defined as all
those paid types of activity which are legal byunatbut which are not declared to public
authorities'*

One of the most important, if not fundamental eletaeinfluencing the level of non-
registered labour is the taxation of wages commyishe value of mandatory contributions to
the State or its institutions connected with rermatien for provided labour, placed upon the
employee and employer. It is this level that cdosts the primary motive in accepting non-
registered labour or decreasing the actual valuksofosed income.

The tax wedgevalue directly shapes demand and supply on labmanket. Change in the
demand for labour takes place when the total amafintemuneration paid out by the
employer along with all the additional charges @éages. In such case, employers adapt to
market demands by offering remuneration which &ltw to encourage legal employment.
In turn, the labour supply decreases since theeasad taxation on wages drops the level of
their attractiveness, all the way to the pointhad tecisive moment of choosing free time in
place of providing labour. In such a scenario, pté employers search for those willing to
work outside the sphere of legal employment. Tlushe situation of increased wage cost
burden, two destructive phenomena occur on theutabmarket. The first of them consists of
increasing the sphere of non-registered labour,sdwnd - conscious choice of inactivity.
The influence of increased taxation of wages ondhel of non-controlled labour takes place
when both parties, i.e., the employer and the eyagl@btain concrete financial benefits as a
result of circumventing the law - the employer thigb lowering the cost of labour and the
employee through increasing the amount of receppag Research indicates that the tax
wedge size is not the sole cause of growing uneynpait and the increasing sphere of non-
registered labour. This factor is reinforced byestklements of poorly constructed taxation
systems such as, e.g., unclear tax law which idables and has large area open to
interpretation by public administration bodies. d&fmxically, a large number of tax
deductions which was in recent years decisivelyniataited in Poland for the purpose of
increasing the tax base, was a forestalling mesham the development of the sphere of
non-registered labour. The possibility of deductisgnificant amounts increases the
attractiveness of legal forms of employment, wifileir lack encourages non-taxed labour.
The most significant elements having decisive dttaran starting non-registered work in the
last 10 years were: the desire to increase incésmak,of possibility of finding employment,
high costs of insurance and the offered higher wages presented in Diagram No 4 below.

1 Definition created for the needs of the 1998 EeespCommission Report.
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Diagram No 4 — Most frequently cited reasons for sirting non-registered work in Poland
(Comparison of the answers given in the years: 1995998 and 2004)
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Source: Employment in Poland in 2006 —The Minisfrizabour and Social Policy - Warszawa 2007.

As one may observe, with the progression of tingertfain reason for escaping into the non-
registered sphere had become the desire to findogmpnt as such, and not the effort to
increase one’s own income. This indicates reinfaydhe position of the employer as the
party which dictates the conditions of employmerd the way of paying for it.

In the past years the age structure of people taddeg non-registered employment had also
undergone a change. In 1995 persons between teeofigb-59 comprised the smallest group
undertaking non-taxed work (17.6%). In 2004 thisugr became the one having the highest
share (29.2%). However, the educational structateremained unchanged. During the entire
period, the sphere of non-registered labour wasredtmost frequently by those with basic
vocational education. This fact was connected \lith market offer which was directed
towards such persons (construction and renovatEmjces).

5 Self-employment — a form of lowering labour costsor a market

alternative

In recent years, Polish labour market haseragnced significant increase in the number
of people starting one-person firms. This typeadr@mic activity has given rise to numerous
controversies stemming mostly from the lack of wneocal assessment as to what degree it
has become a natural form of entrepreneurial devedmt in Poland and to what degree such
business activity was initiated under the condgiah economic pressure aimed at lowering
labour costs and tax burden. In the Polish econgmactice of recent years, the phenomenon
of self-employment sprung from both of these readmrt it is important to keep in mind that
such form of entrepreneurial development is dedlgitof positive nature. It constitutes a
certain incubator for entrepreneurs who in a natway learn the formal aspects of
conducting a business, with their firms sometimesetbping into larger structures. The
potential abuse of the institution of self-employrmleas two causes.
The first of them is a cause of fiscal nature orging from a large disproportion between tax
burden levels carried by employees and individgalsducting business activity. The latter
may settle their insurance contributions in a fara flat amount, while the employed must
do it in the form of a linear rate. In turn, co-ogténg ordering party is not burdened by a
number of obligations. It is also exempt from thigation to pay for vacation time or sick
leave. Those conducting single-person firms alsgelrauch more beneficial conditions for
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settling their income tax, since the taxable basestablished with taking into account the
actual cost of obtaining their income. Usually, #féect of their labour is definable more
clearly than in the case of regular employment. $eeond of the reasons for abusing the
institution of self-employment rests with the emyas who in relation to the self-employed
are not obligated by regulations of the Labour Cadd other legal acts which regulate the
organizing of workplaces and duration of work time.

Attempts to limit the negative effeofsself-employment in Poland so far may not be
classified as successful since actions aimed atinignself-employment through introduction
of additional restrictions, sanctions and contrgt®uld be deemed as incorrect - of course
with the exception of the pathological aspectshid phenomenon. These measures do not
apply solely to the selectively chosen group ofiditally self-employed but also cover the
healthy part of sound entrepreneurs. Instead, teasares should be directed at abolishing
legal and economic differences between regular eynpént and self-employment.

Conducted research indicates that the main reasonnidertaking single-person economic
activity is the belief in obtaining higher incom250o of answers), as well as the need for a
greater dose of independence than in the casegafareemployment contracts (27.1% of
answersy. Negative motivation, such as, being forced by leger to switch to self-
employment are marginal. It is estimated that ohQ®o of people currently conducting
business activity, do not do it of their own accofthose firms whose setting up was the
effect of suggestions by former employer are thstrstable sector-wise and least influenced
by market fluctuations. Strong relationship andoperation with the former employer which
ensures proper business start-up, point-out thet sonnections may serve as a model for
setting up a certain patronage like style in makirgg steps in own business. The moment of
becoming fully independent comes with time.

On the other hand, the persons whose self-empldymas forced on them by their former
employer do not see any benefits from having tbh&in business; in their view the only
beneficiary of such cooperation is the former erppto Research also indicates that reason
for deciding on self-employment does not have agpifscant influence on changing the
original type of activity.

The level of self-employment in Poland is approxeha10% of the workforce and does not
differ much from the average EU level (around 11%inong the new EU members -
Bulgaria and Romania it is 15%, and among the ca@maspiring for membership in the EU
- Turkey and Croatia - approximately 40%. Self-emypient levels significantly higher than
in Poland can be seen in Greece, Spain, Portugd\iaitta, where they shape at about 20% of
the total workforc&.

Thus, the latest attacks on this form of conductmiginess activity find their justification
rather in the “myth” behind the subject and theirde® increase tax revenue rather than in
actual need to fight against “economic pathology”.

6 Relations between work time, wages and labour dss

Among the EU members, Poland is the country withtighest level of actual weekly work-
time while having the lowest monthly salary (Diagralo 5).

12 pyblic Profits Study conducted in 2004, commissibhy the Polish Agency for Enterprise Development
(Polska Agencja Rozwoju Przeelsiorczacci).

13 Compare with: ,Samozatrudnienie: patologia czynmonaszych czasé6w”- Rzeczpospolita No 56, 20 March
2007.
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Diagram No 5- Comparison of average weekly real wime (in hours) and average monthly salaries (in
PLN) in selected EU Member States, calculationsHhN for the year of 2006.
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Source: Data of EIRO Foundation

As one may observe, while Poland is a cost attracmarket for foreign investors, the
structure of non-wage burdens in labour costs datet an internal barrier in developing
entrepreneurship, and more importantly in decregasimemployment. Statistical data,
unequivocally points out that wage increases haveafmumber of years been falling behind
the increase in efficiency and economic growthrdase in work efficiency has significantly
exceeded wage increases. This is a beneficial phemon and one of the fundaments of
economic transformation bringing Poland closer e wvalues of indexes typical of the
European Union. However, a too large disproporti@ween these values had an earlier
decisive influence on the scale of unemployment &ter on the level of economic
immigration.

As it stems from the newest OECD Report, Polandsfiitself in the direct lead of the
countries having high burdens placed on labpwhich means that the country has one of the
most fiscal systems of premiums and contributidmsaddition, as one of only a few OECD
countries Poland is not actively reducing the labburden. This creates difficulties in
decreasing unemployment, causing development ofjtég zone and increasing economic
emigration, thus decreasing the future tax basalitibdally, the burden is anti-family in
character - not taking into account the costs wiging up children.

On one hand, this means significant competitiversdskabour cost, on the other it has a
determining basic influence on the growing econoemggration, constituting in connection
with the insufficient number of newly created wddges, a substantial threat to future rate of
economic development.

According to the OECD study, Poland is classifiedhe 11th place among the members of
this organization in the criteria of the level otdl taxation-contributions burden. Only four
OECD countries have burden on the scale exceed®gd work-place costs ( Diagram No
6). The differences in the group of countries hgviurden levels even higher than Polish
ones are not significant anymore. However, one Ishpaint the attention to the countries
which have decisively lower burdens. In some ofrth¢éhe total value of the burden is as
much as 60-70% smaller.

1 OECD Taxing Wages 2005/2006: 2006 Edition
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Diagram No- 6 - Total value of taxation-contributits burden on labour cost in selected countries 0B
(income tax + social insurance)
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Source: prepared on the basis of “OECD Taxing Wag2306”

It should be underlined that the burden level itaRd is not decreasing but in fact has been
continually increasing since 2001, when the valuthe tax wedge amounted to 42.9%. This
was not just the effect of the increase of the eénrdself but rather the lack of systematic and
regular correcting of the base for calculating ltheeds. (Diagram No 7) This included lack of
valorisation of income tax brackets and tax exeampbunts, abolishing of nearly all tax
relieves and write-offs, raising the health inseenontributions which was financed directly
from taxpayer’s pocket. Maintaining those trendgresmall ones, constitutes a significant
threat to the sustaining the competitiveness ofRbksh labour market and decreasing the
grey zone of unemployment.

Diagram No 7- Rate of labour cost increase in %tbe burden (PIT + insurance) in Poland and in OECD
countries (average) during the years 2000-2006.
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There is a definite difference between the strigctimon-wage labour costs in Poland and in
other OECD countries with a decisive variationhe tevel of social insurance contributions

in the employee covered part. This significantlwéos the actual share of paid income tax,
and most of all shapes at a level well below theraye in those countries, the share of net

wages in overall labour costs (Diagram No 14).
Diagram No 8 — Workplace cost structure in 2006oland and OECD countries
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Analysing the division of the burden between emptognd employer is a significant element
permitting a comparison of the values and more mambly allowing for defining the
characteristics of taxation-contribution policigsimdividual countries. The heaviest burden
upon the employer can be found in Ireland and thaged Kingdom, shaping at 23.1% and
33.9% respectively. In Ireland, the country with the highest GDP jeabitant in the
European Union (behind Luxembourg), within the Bstears the contribution burden on the
employer has been reduced by 6 percentage poimgaSdecrease is characteristic of other
highly industrialized countries which furthermoree agenerally considered as being very
“pro-social” such as, for example, Sweden (drop from 50.1%hényear 200 to 47.9% in
2006), Finland (from 48% to 44.1% respectively), n@any (from 54% to 52.5%
respectively). During the same time Poland has mempeed an increase in the burden.
Among the OECD countries Poland is characterisedr®y of the highest percentage shares
of social insurance contributions paid by employ&e.a result, one might say that in our
country the burden of non-wage labour-costs restthé greatest degree with employees
themselves and has the most significant influemcdexreasing their net wages.

In Poland, the taxation-compensation burden placetamilies with children is characterised
by very low level of flexibility. This is yet anot¢ih element which makes us different from the
majority of OECD countries in which the burden eariaccording to the number of children
supported by the taxpayer. In the majority of OEQidntries the difference in the taxation-
contribution burden between a single person andaai@d couple raising two children
amounts of up to 10% (Hungary) with the differemcé¢his amount for families with one and
two children being the average value.

In Poland the above difference amounts only to @gdprately 1%, which testifies to the lack
of preference for families with children.

'* OECD Taxing Wages
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7 Conclusion

Current research studies and statistical data poiab incomplete use of the growth potential
of Polish enterprises, especially in the SME sectmne of the elements constituting a
development barrier consists of excessive burdiEreg@ on wages. The fundamental element
of market strategy of an enterprise is the priawgts product or service. The guarantee of
price attractiveness consists of lowering costsemtise the competitive edge of a small or
medium sized enterprise is weakened. Non-wage tatmgis are constantly in the first place
among the barriers which limit entrepreneurshipndp@head even of the taxation burden. In
shaping rational relations” wage - non-wage labmsts on should bear in mind that with no
changes in the net amount of remuneration, thecése of the tax wedge leads to rising
labour costs and the limiting of employment. Inegaghen in an attempt to limit one’s own
costs in fighting the tax wedge, the net wage wgel@d - which may result in maintaining an
unchanged level of total labour costs, the effethe limiting of employment since the supply
of labour drops. The value of the tax wedge diyestiapes the supply and demand on the
labour market. Excessively high labour costs alsiod objective reasons, as well as
objective evaluation of the changes in the areangbloyment structure in Poland. The data
points out that each lowering of the level of cdmitions which burden labour costs results in
increasing entrepreneurship levels, and the expi@esaof young people being at the starting
point of their careers are quite high

Decreasing the non-wage labour costs is essemtiafatilitating a faster increase of net
wages which would result in decreased tendencgdonomic emigration, while not allowing
for an increase in labour costs higher than inere@asfficiency, and in this way preventing
decline of the competitiveness level of Polish bass. The sources for increasing
remuneration should be also searched for in thesdiog of non-wage labour costs. One
should bear in mind, that absolute, market forcenlease of wages could lead to a lowered
level of competitiveness.

As the data of the Central Statistical Office (GUSJicates, in the first quarter of 2007 a
significant growth of wages in the company sectdrtdke place. In March, it amounted to
7% in relation to January 2007. While this defilyitis a positive sign of improving economic
situation, we should bear in mind that the wageeases should be accompanied by reforms
limiting non-wage labour costs without which Polistonomy may lose its momentum and
experience a significant slow down. Lowering then-meage labour costs will constitute a
chance for decreasing the pressure on wages witddional financial outlays on part of
the employers. For this reason, one should weldahm@roposals of the government aimed at
lowering the non-wage burden on remuneration thnaihg reduction of the load connected
with pension contribution. While limiting the peasi contribution might not be the definite
breakthrough in lowering labour cost, it still ig@od first step towards future reforms.

The reached, very significant increase in indulstrioductiort’ creates most beneficial
conditions for the introduction of regulations deasing tax burden, including the ones
connected with labour cost burdens. For this reaadapting as soon as possible, solutions
decreasing the size of the tax wedge and resultimgcreasing the actual wages, decreasing

16 Research of theoundation of Academic Incubators of Entreprendpréfundacja Akademickie Inkubatory
Przedsibiorczaci) has shown that 91% of young people just startiireir own business would like to be
relieved from paying the social insurance contidmg (ZUS) for at least the first, most difficukkar of their
activity.

" Based on the Central Statistical Office (GUS) dimtdanuary 2007 industrial production increasgd 56%
(year to year). This allows for forecasting theremmic growth of at the annual level of 6 to 7%.
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production costs and in this way allowing the Hoksonomy to maintain appropriate level of
competitiveness, is definitely strongly called for.



