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Discussion Question #1

What do you know about Polish economy?
What is the investment climate in Poland?
How Poland is considered?

Is Polish transformation a successful story?

Movie 1a: 2:47 mins
Movie 1b: 6:33 mins
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Strategic location between West and East

1000 km radius
250 mn people

2000 km radius
550 mn people

«located in the heart of continental Europe
« the part of the single market of 500 million

« the springboard to the East

« population of 250 million within a 1000 km radius

« competitive cost base offers significant location benefits
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Poland - Economic facts

T
Area: 312 000 sq km — 6th in the EU (68th)
Population: 38.12 million — 6th in the EU (34th)
Currency: Polish Zloty, PLN

(EUR 1 ~PLN 4.15, USD 1 ~ PLN 3.15)
GDP per capita: ca. 18 000 USD

GDP growth: 6.7% (2007)
4.9% (2008)
1.8% (2009 while EU-27 -4.1%)
3.8% (2010)
4.3% (2011)
3.2% (2012 — forecast)
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Market

= The Polish market is characterized by wide
population dispersion with 25% living in rural
areas and urban dwellers

= Urban consumers generally have greater
purchasing power than their rural
counterparts.

= Pricing remains the most critical factor in

positioning a product or service for sale in
Poland.
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PKB na jednego mieszkafica w wojewddztwach w Polsce w 2008 roku
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Political System

different = Republic
= culture » Parliament
= economy o Sejm (Lower House)
olitics o Senat (Senate)
u
P = President
= Forbidden:
o fascist idealogy
o comunistic idealogy
Political Stability Market Challenges
Coallition:

m PO — Civic Platform
= PSL - Polish People’s Party
Opposition:

m PiS — Law and Justice

= SLD - Democratic Left Alliance
= RP — Palikot's Movement
= SD - United Poland
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Poland’s per capita GDP increased from 50 to
59% of the EU average from 2008-2011, the
country remains one of the EU’s less developed
countries with limited individual purchasing
capacity and domestic consumption.

Poland has made great strides toward improving
the commercial climate, but investors point to an
inefficient commercial court system, a rigid labor
code, bureaucratic red tape, and a burdensome

tax system as challenges for foreign companies.
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Most attractive locations in Europe for future investments

(June 2012)

Germany I  35%
Poland I 10%

UK [ 8%

Russia [N 7%

Source: Ernst&Young, 2012
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What companies have invested so far?

i * B JFIRST
Microsort | Centrum IT industry 1 b] DATA
Inmecwac)i _
R&D, USA Bpo,uSA

/

value: 4.2 mn USD
employment: 350

value: 1.4 mn USD
employment: 30

BPO, USA
value: 8.3 mn US
employment: 1400

R&D, USA
value: 2 mn USD
employment: 200

CGoogle
ICT, USA

value: 4.8 mn USD
employment: 270

Dedl
Electronics, USA

value: 303.6 mn USD
employment: 2000

MOTOROLA
o aE e A
R&D/ ICT, USA
value: 27.6 mn USD
employment: 800
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Market Entry Strategy

m Personal contact with the customer is critical
and final purchasing decisions typically
require a face-to-face meeting.

= Success in this market typically requires an
in-country presence such as an agent,
distributor or representative office.
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Part 2

Cultural Dimension
of Doing Business in Poland
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Socio-Cultural Dimension

hospitable, friendly for foreigners

status, seniority and title important

initially rather formal (Mr. Kowalski — not Jan)

m The Poles are known for their flexibility !!!

= united in bad times, divided in good times

» English is rather a second laguage for under 40’s
= Young are very keen to succeed

= Well educated and technically very skilled

= Tough negotiators: right of final say
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Religion

= independence but like ,,national” religion
a right wing parties
o left wing parties

= faith / religion has always been a source of
identity and power

» ca. 90-95% are Roman Catholic
= This doesn’t mean they all go to church !!!
= Rather don’t make jokes about the Pope...
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Part 3

Classifications of Cultures
and
Poland
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Hall’s Context of Cultures

= high context
= low context
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high context Hall’s
= Asian (Japanese, Chinese) Context
= Arabs
= Hispanics
s Greeks, Spaniards, Italian, French
n Brits
» Australians
= Americans
s Poles
= Scandinavians (Dannish, Swedish, Finns)
= Austrians
= Germans
= Swiss

|0W context Source: Copeland & Griggs (1985, p. 107)
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‘ Gesteland’s
Cross-Cultural Business Behaviour

relationship-focused < deal-focused
formal & informal
time fluid (polychronic) ¢ rigid-time (monochronic)

reserved & expressive
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deal-focused relationship-focused formal informal
UK Greece ST
Denamrk Germany
Finland Gz
Germany Poland
Netherlands Paman
Czech Republic SrErEE
moderate deal-focused moderate relationship-focused Belgium
Ital
France Poland y.
X X Spain
Belgium Romania Hungary
Ist’aly‘ Estonia
Hpaln Latvia
Y Lithuania
Estonia
N Latvia moderate formal
Lithuania UK, Denmark, Finland, Netherlands, Czech Republic
polichornic monochronic expressive reserved
Greece Germany Greece UK
Poland Austria Eran G
Romania UK ance ermany
Denmark Belgium Irleland
Finland Italy Denamark
Netherlands X .
Czech Republic Spain Finland
rather monochronic: Hungary Netherlands

Estonia
Latvia
Lithuania

variably

— France, Belgium(ltaly,)Spain, Hungary

Czech Republic

variably expressive

Poland, Romania




Part 4

Historical Influence on
Doing Business in Poland

be familiar with Polish history
(Norman Davies, UK)
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‘ Poland Balancing Through Centuries

= Poland has been always balancing between
Russia and Germany through centuries
(geopolitics).

= The Western countries (especially USA, UK)
can’t understand Polish historical
background).

= Germany is (seems to be) a country, which
can understand us the best and did a lot for
bilateral relations.

= Russia is the opposite .... (2010 change?)
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History — Part 2

= The partitions of Poland
o 1772, 1793, 1795

Russian Empire
Kingdom of Prussia ™
Habsburg Austria
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History — Part 3

= 1918: The independence after 123 years only
for 2 decades.

= 1939 — 1945: WW Il m E

o 1 September, 17 September (4th Partition)
o under the Nazis: special rules / special responds

m 1945: Western Betrayal A
the ,Big Three” at Yalta Conference G ghges
Winston Churchill, Franklin D. Roosevelt and Joseph Stalin g I e o
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History — Part 4

= 1945 - 1989 Communism
weaker and weaker economy:
a in 70s — loans from Paris Club
a [in 2009 Poland paid whole 70s governmental debt |
protests:
a March 1968, December 1970, June 1976, August 1980
o Martial Law 1981-1983
= 1989 The Polish Round Table Talks
o First Country to Abolish Communism (national pride)
o 1989 First Free Parliamentary Election
= 1989 economic transformation __ﬂ!'lﬂ L?]?Bgm
o 1981(Polish-foreign joint ventures) fr——1
o 1988 (business freedom) :-;:d-—; mﬁ:?ll
o 1989+ (Balcerowicz's Plan) _=
a

1990 First Free Presidnetial Election
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Index of Initial Conditions
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Source: (EBRD, 2002)
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ONE-WAY TICKET .....

Poland — Prudence and Prosperity .....

Movie 2: 11:06 mins

Part 5
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Conclusions, Implications
and Recommendations
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in Poland

‘ Doing Business with the Poles

= Design products for Poland and use a Polish
advertising agency.

= Do your homework. Poles are often shrewd
negotiators.

= Be prepared to provide data. People are not
impressed by "sales talk".

= Be prepared to make a long-term commitment. Be
willing to "give something back" to the community.

= Local governments have a large role in business
regulation. Some areas are more conducive to
business than others.
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POLAND
as
The EU’s Success Story

Movie 4: 28:50 mins
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Part 1.

Fiscal Aspects
In comparative perspective
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Polish Debt and Deficit

EU rules: <60% GDP

Public Debt:
= 54.3% (2011)

Budget Deficit:
= 7.9% (2010)
= 4.9% (2011 — initial data)
m 2.97% (2012 — forecast)

EU rules: < 3% GDP
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‘ Where in the EU e | ——— ‘ VAT in Poland
VAT is the hlgheSt ::;:z :lu25

Portugal e s
« P n standard: 22%

-~
Q Lavia [ 2
Belgium [ 91 . 70 0
Ireland [ 51 = reduced: 7 A)! 5%
Lithuania [y
e P n zero: 0%

Slovenia [ 20
Buigaria [ 20
Austria [ 20

T — Up to 2018 01.01.2011 - 31.12.2013

CzechRep. ) 20 the a|ert SO'U“O“
= standard: 23%

Estonia [ 5 .
I e 1) can be implemented
France [ 105

Germany [ 1o ... using the rates: = reduced: 8%, 5%
Netherlands [ 19 « 23%, 8%, 5%
g:al:: —— ] :z * 24%, 9%, 6% = zero: 0%
Luxembourg [ 15 * 25%, 10%, 7%

Cyprus [ 15
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Where in the EU EURO-17 | — 25,0 . .

‘ is there the highes & oich e Income Taxation in Poland
corporation tax i s

(2011)? A A s —— .

\‘ N Gersr:::‘y/iit:‘:i _33:,13 income tax
Vi o e e

Sweden / Szwecja [N 26,3 Legal (juristic) persons

u )
inland / Finlandia | -
Nebetrs i | ——— = CIT: 19%

Austia [ —— 25
Denmark/ Dania. [E—— 25

natural persons & persons without legal entity

Estona [—— 21 -
Greece  Greci | EEE——— 20 L] PIT 18% and 32% ,'; b
Slovenia/ Stowenia [N 20 =
Hungary  Wegry [— 19 or -l:_- i‘
Czech Republic/ Czechy |— 19 s
e e— 19% (flat rate) =
.

Slovakia / Siowacis [EEEE— 19
Romania/ Rumunia MM 16
Lithania /Litvva [ — 15
Latvia /Lotwa 15
reland / randia | 12,5
Bugaria / Buigaria | EE— 10

B

)
“4 ik

Cyprus Cypr 10
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EU-27/ UE-27 | 35,5
‘ eu15/UE 15 o
EU-12/ UE-12 [ 24 . . . B .
PIT (2011) Scigom /Bolgin B Investment incentives available to investors in Poland
Netherlands / Holandia 52
Denmark / Dania 515
Austria 50
UK/ Wielka Brytania 50 . P .
“ ‘e ™«  CIT Exemption
- Sweden / Szwecja 476 .
Q Portugal / Portugalia 465 +  Aspecial economic zone (SEZ) is a designated area in
Germany / Niemcy 45 which manufacturing or distribution activities can be
Spain / Hiszpania 45 _— conducted on preferential terms (total of 20 000
Gresce / Grecja 45 hectares)
aly I Whochy “ i «  The purpose of SEZs is to support regional
Ireland / Irlandia EE—— 41
] development

Slovenia / Stowenia I 4
France / Francjia | 40
Luxembourg /.. I 30
Nalta —— 5
CEoand [ Polsk e ——— 3,
Cyprus / Cypr I—— 50
Latvia / totwa I 25

+ SEZ operate until 2020
+  Permits to conduct activities in SEZ are issued by the
authorities of each SEZ

from obtaining a permit to conduct activities in SEZs

« eligibility for income tax exemption — a form of regional aid

Estonia 21
Lithuania / Litva | — 20 « plotof land prepared for an investment project, available at a competitive price
Slovakia / Stowacja S 9 « free assistance in dealing with formalities relating to investment project
[— i
Hungary / Wegry 1 +  exemption from real estate tax
Romania / Rumunia G 16 ..
« grants for employee training programmes 1 4 s EZs
Czech Rep. / Czechy E— 15 N .
Bugaria / Buigaria 15 +  grants for the creation of new jobs
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[ Sdocial Contributions ZUI1

Type Employer Employee Altogether

Contributions for Social Schemes

Contributions for Social Funds

Labour Funds 2,45% - 2,45%

Fund for Guaranted Benefits 0,15% = 0,15%
for Employees

Contribution for Medical Care

Salaries
= 1500 PLN - minimal salary in 2012

= 1600 PLN (2013)
= 3611,56 PLN — avarage in enterprises in July 2011

Survey in 2010 (average salaries):

s 1720 zk: housekeeper

= 4500 zk: bank analytist / market analytist
= 5000 zt: company legal advisor

s 5350 zt: account manager

= 5500 zt: GP

Health Care Insurance | - | 9,00% ‘ 9,00% s 8750 zk: lawyer
= 11000 zt: CEO of ,standard” company
TOTAL | ca. 19.2% | 271%@371+900) [ ca4191%
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| Types of Business Units in Poland
Part 2.

Business Legal Forms

Invest

in Poland

el —

Sole proprietorship
(including civil partnership)

in each EU Member State

comercial partnerships

[~ there are different legal entities
comercial companies
national regulations
[ Branches of Foreign Companies |
| S G ‘ the same
in all Member States
© Krzysztof Wach, Krakéw 2012 46

| Types of Business Units in Poland

partnerships Sole proprietorship

(including civil partnership)

General Partnership

Limited Partnership
companies | Pan-European Companies
Limited Liability Company
European Economic Intrest Grouping
© Kezysztof Wach, Krakow 2012 a7

‘ Classification of Buiness Legal Forms in Poland

partnerships companies
Ny o=
—_—
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| Pan-European Forms of Business

= 1989: Euroepan Economic Intrest Grouping,
EEIG (own name in each MS)

= 2004: European Company,
SE (Societas Europaea)

= 2006: European Cooperative,
SCE (Societas Cooperativa Europaea)
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Part 3.
Starting a Business
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Ways of Registration

Traditional On-line

oFmerim | «| [ ervace o sne o, | ECEDG - tome = | 5

-
-. o
801 055 088 sand B8
T EE IR ek

@ | Fragovsi | vep | Formsand mstucons | Enceprenewsgatatese | Grong reguetons | Coopersoon | Comtact

Faster registration of a business = You can manage your entry online at home m Current data about your
business = System fers data from the to the Tax Office, Central Statistical

Office, Social Security = Completely free of charge procedure

B fndan
entreprenewr I \X ¥
2 Yl )

How 10 sign the applcation?

- .
ipraat e P ———— T
you pour entry N | e |
e ot 5o
when e appk? fmicarpicory e Tty
— B [
Important dates for the s oty sl
o dawnioad a confraation, locate vour entry (A0 I
e e eI
what Kappees 1o your spplatioa Dowetosd 701 =
Tha sytam werties for you et snd Ehe FBS ik yous shockd ke e
e e et 2 Compans? 2 7o
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‘ Dualism in Registration

Sole prioprietorship Comercial partnerships
Civil partnerships Comercial companies
= Municipality = Local Court
s EDG: Economic Activity = KRS: Business Register
Register
1 day 32 days (the WB)
(but 2-3 days altogether) 20-23 days (the EC)
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| Business Activities in Poland

free regramented regurted

professional qulifications
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Part 4.

Formal Aspects
In comparative perspective

s 4 s

VES
in Paland

IE F2011 o
Chn you explain, pleas Luxembourg

Estonia

Netherlands

Why your home country UK
gets such a scoring? Finland
A} - Cyprus
Austria
Germany
Sweden
Litania
Czech Republic

Spain
NOTES: Belgium 702
Siovakia 695

0,0-49,9 (repressed); Hungary

latvia
Malta

50,0-59,9  (mostly unfree);

Buigaria

60,0-69,9 (moderate free);

70,0-79,9  (mosty free) France

Slovenia
80,0-100,0 (free)  Poland 64,
Portugal 64

6
E
657
649
Romania 64j7
646
646
1

taly 603
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Doing business in a Poing
more transparent world {*;m

2012

PosuAmon a3
omrERowmApE 1200

8 2012 tam 082011 Ram Cranga i ek
s s P
i 158 s
5 5 o change
5 & vz

= s [ ‘o e
= - v
= = tarange

m s » e
5 5 w1
L ™ 413

"Ease of Doing Business" rank (out of 183 economies)
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arting a Business according to the WB ‘ :
- Procedures Time Cost Minimal capital B € care fl,'ll
w@w number) days) (% of income per capita) (% of income per capita) ¢
United States 6 6 0.7 0.0
(OECD (30) 5.7 13.0 4.7 15.5
[EU-26 5.9 15.1 5.2 14.1
|Austria 8 28 5.1 52.0 Th h d I f
elgium 3 4 5.3 19.4
ulgaria 4 18 1.7 20.7 e met o o Ogy 0
rus 6 8 13.3 0.0
zech Republic 8 15 9.2 305 the World Bank
Denmark 4 6 0.0 38.6 . .
[Estonia 5 7 1.7 232 (D0|ng BUS|neSS)
[Finland 3 14 0.9 72
[France 5 7 0.9 0.0
German: 9 18 4.7 0.0
Greece 15 19 10.9 214 . .
Hunga 4 4 80 102 is completely different
Ireland 4 13 0.3 0.0
Ital 6 10 17.9 9.7
paly_ S . = 27 than the methodology of
Lithuania 7 26 24 31.1
6 24 1.8 19.9
6 10 56 49.4 . .
Poland s 32 175 153 the European Commission
PPortugal 6 6 6.4 335
Romania 6 10 29 0.9 i
Fomants : . > e (Start-Up Benchmarking) !
Slovenia 3 6 0.0 43.3
t—:e " Py 2 50 25
weden 3 15 0.6 28.5
[United Kingdom 6 R Wach, Krakd@: D01 0.0 50 © Krzysztof Wach, Krakéw 2012 60
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| Any Questions?

! P il
- GuesTions

Any question is more than welcome!
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‘ Thank you for your attentiop,...___' _
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Dr. Krzysztof Wach
Cracow University of Economics

Faculty of Economics and International Relations

Department of Entreprencurship and Innovation
ul. Rakowicka 27, 31-510 Krakéw, Poland

tel. +48 12 29 35 327, fax +48 12 29 35 042
e-mail: wachk@uek krakow.pl
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