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1. BPO & SSC - definitions

® Business Process Offshoring (BPO)
can be defined as relocation of busi-
ness processes from one country to
another. BPO may, in particular, refer
to such business support operations
as engineering, IT, finance and
accounting, human resources man-
agement, research and development,
bank and insurance services, techni-
cal consultancy, customer service,
marketing, and so on. Outsourcing of
entire business functions to a cheaper
location enables companies operat-
ing internationally to reduce their
operating costs. BPO and offshoring
activity has intensified recently and is
growing at double-digit rates both in
the United States and Europe. The
factors that have particularly helped
BPO development include the world-
wide expansion of telecommunica-
tions services and minimizing of
cross-border barriers.

® BPO centres enable companies to elim-
inate duplication of work and transfer
transaction services to one central unit.
This leads to reduction of costs and
rationalizes the quality of services.

® The concept of shared services cen-
tres (SSC) is simple — bring together
functions that are frequently duplicat-
ed across divisions, subsidiaries or
operating units and offer these ser-
vices more efficiently and at a lower
cost via the shared services centre
(Quinn 2000).

* Shared service centres are an overall
trend in business where there is a
movement away from companies’
spending a considerable amount of
time on transaction processing and
reporting functions, and towards
spending more time on decision-mak-
ing and risk management. A shared
service centre also allows local busi-
ness units o focus on processes that
are more expertise-driven as opposed
to those that strive for efficiency. The
shared services centre also carries
out a support function once handled
by each business unit or each loca-
tion (Industrial Management 1998).

* According to some companies that
outsource activities not directly con-
cerning their core businesses, out-
sourcing makes it possible to reduce
operating costs by at least 30%.
Booz Allen Hamilton estimates that
offshoring business processes can
offer companies across a range of
industries the opportunity to lower
costs by 40% or more.!

2. Reasons for establishing BPO and
SSC

The main reasons for establishing BPO

and shared services centres abroad are

associated with the following social

and economic factors:

o low labour costs,

o access to well-qualified human
resources,

o possibility of improving the quality of
services,

o possibility of lowering prices of ser-
vices,

o advantages of international divisions
of labour.

3. Profile of human resources for BPO
sector

Poland is a very attractive country as far

as human potential is concerned.

* Polish population in comparison with
other European Union countries:

o Poland is one of the largest countries

of the European Union. In population, it

is ranked 6th among the EU nations.
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o Poland forms the largest market
among new EU member states and has
more consumers than the other 9 new
EU members combined.

* Polish population in comparison with

other countries in Europe

The Polish population is young; 47% of
Poles are less than 35 years old and
32% are under 25 years of age. In the
perspective of the next 10-20 years,
there will be no shortage of human
resources. Demographic trends show a
further growth in the working-age popu-
lation as can be seen from the graph
below:

1 Booz Allen Hamilton, “Business Process Offshoring:
Making the Right Decision.”




* Number of Polish cities with popula-
tion above 100,000 in comparison with
other countries

o Poland has more large cities that are
attractive locations for BPO projects
than other countries from Central and
Eastern Europe.

* Number of students and graduates in
Poland

o The general level of the Polish popu-
lation’s education has been improving
steadily. The fastest growth is observ-
able in the number of people who have
completed a higher education. The
number of university students and grad-
uates is on the rise.

o People with higher education form a
group of well-educated employees with
a strong academic background.
Finding the right employees with the
appropriate level of qualifications for
any position in a company is relatively
easy for investors.

o 51,168 students of economics and
administration graduated from Polish
public universities in 2007. An addi-
tional 55,154 graduated from private
universities.

o There were 16,852 IT graduates in
2007, of whom 56.65% graduated
from public universities.

* Number of higher education institu-
tions in Poland

o 436 higher education institutions

operated in Poland in 2008, including

18 universities, 18 universities of tech-

nology and 81 business schools.
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* Number of students and graduates of
public and private higher education

institutions in Poland by province in
2007

* Number of public and private higher
education institutions in Poland by
province in 2007
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¢ Number of students at selected facul-
ties in Poland

o Many universities in Poland have fac-
ulties that are very popular with com-
panies looking for BPO locations.
Among them are IT, electronics, finance
and banking, economy, and philology.
o The total number of IT students in
2007 was 95,232, of whom 41,778
studied at private universities.

o As for students of engineering and
technology in Poland, 130,630 of them
studied at public universities and 2,002
at private universities in 2007.

o The table below presents the number
of students at selected Polish higher
education institutions.

o There were 207,277 students of eco-
nomics and administration at public
Polish universities and 238,036 stu-
dents at private universities in 2007, for
a total of 445,313.

* Foreign language education system in
Poland

Mandatory study of foreign languages

was implemented by decree of the

Education Minister dated 26 February

2002.

Children between the ages of 11 and

16 are required to study a foreign lan-

guage.

According to the education program,

children finishing primary school

(grades IV to VI) should have basic com-

munication skills such as:

- the ability to ask and answer simple
questions,

- seeking and providing information
about everyday situations,

- formulating  short statements about
themselves, their families and friends.
Children in primary schools should also
be able to master foreign languages as
well as have the ability to read simple

lyrics and write simple texts.

Children completing secondary school
should be able to conduct an informal
conversation, readily understand a for-
eign language, and formulate longer
written statements.

* Foreign language knowledge
declared by Poles
The official language is Polish. It has the
second largest number of speakers
among Slavic languages after Russian.
Among young people and in the busi-
ness community English is the most pop-
ular foreign language. 96.3% of stu-
dents speak English.

According to the CBOS survey (Public
Opinion Research Center) in November
2006, about 45% of Polish respondents
state that they can communicate in at
least one foreign language, with one in
three claiming knowledge of at least
two foreign languages.

Russian is declared to be the most widely
known and used foreign language, with
31% of Poles declaring it as one of the
foreign languages they use. One in eight
(12%) know two foreign languages, and
very few (2%) three or more.
Knowledge of Russian is widespread
because it was compulsory in Polish
schools before 1989.

Young people at the age of 18 to 24
communicate especially in English

(63%) and also among people age 25
to 34, English is the most commonly
used foreign language (34%). In that
group, 16% speak German and 11%
Russian.
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The knowledge of foreign languages in
the Polish society is improving. Nearly
every fourth Pole can communicate in
Russian (22%). Almost the same pro-
portion are able to communicate in
English (20%). A relatively large num-
ber of the respondents speak German
(14%) and relatively few speak French
(2%).

4. Prizes and awards received

Poles are one of the best educated pop-

ulations in Europe. The younger gener-

ation of Poles is an especially attractive

group for employers. Polish students

compete successfully in many interna-

tional competitions. The scientific disci-

pline in which Polish students are the

most successful is IT.

eIn the 2007 ACM World
Programming Contest the Warsaw
University team has taken the 1st
place. In 2007 UW once again has
been declared number 1 in the rank-
ings published by the national daily
Rzeczpospolita, the education month-
ly Perspektywy, and the news-weekly
Woprost. The Jagiellonian University
won the 2008 university ranking cre-
ated and published by the education-
al monthly Perspektywy and the daily
Rzeczpospolita. The second place
was given to Warsaw University and
the third to Wroctaw University.
In 2008, Polish universities also con-
tinue the glorious traditions of their
predecessors. Warsaw University is
ranked first in the Top Coder interna-
tional IT ranking, it outperformed such
great institutions as the Massachusetts
Institute of Technology. A representa-
tive of Poland also leads the Top
Coder individual ranking.
Daria Gotebiowska-Tataj, Ph.D., from
Warsaw University of Technology is
one of 18 professionals from the
worlds of science, business and high-
er education who in July 30, 2008
were officially nominated to the
Governing Board of the European
Institute of Innovation and Technology
(EM).
In the latest TOPMBA ranking in
2008, the MBA programme of the
Warsaw University of Technology
Business School has been placed on
the 25th position in Europe. The rank-
ing is based on the evaluation made
by global recruitment companies. For
the first time in history an MBA pro-
gramme run in Poland has been clas-
sified in a European ranking.

¢ |n October 2008, in the edition of the
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“Top 50 Masters in Management pro-
grammes”, a ranking organised by
the Financial Times, the Warsaw
School of Economics (SGH) was
ranked 24th among the 50 best
schools from Europe. It is highest rank
of all Central & Eastern European
management programmes.

5. Labour costs in Poland

o Wage differentials in Polish regions

e There are significant differences
between Polish regions as far as
wages are concerned. The highest
wages are paid in Mazowieckie
Province (which includes Warsaw).
The employees in southwest and
northwest provinces are paid about
20% less for their work. The lowest
wages are paid to employees in
southeastern Poland (Podkarpackie
Province).

Woages in Poland

Poland still remains attractive in terms
of labour costs, especially in the BPO
sector. For example a telemarketer’s
wage in Warsaw is PLN 10-12 (EUR
2.75-3.3) per hour, which is less than
EUR 7-8 per hour in Germany.
Labour is the most important element
of a call centre’s costs, accounting for
60%-70% of its operating budget.
High wages costs, according to Call
Center Magazine estimates, con-
tributed to the loss of around
100,000 jobs to other countries in
the call centre business.

® The monthly salary of a bilingual
Polish student or a young graduate is
approximately EUR 826 monthly (net)
and vary depending on location and
BPO services.

* Average gross annual earnings in
Poland are equivalent to 16.25% in
production sector and 20,55% in pri-
vate sector of average earnings in
Germany. See the graph below.

e |t should be highlighted that wages
for specialists (among others for IT
specialists, accountants, and finan-
cial analysis officers) are also much
lower in Poland than in Western
European countries.

® Lawyers and IT specialists are the best
paid professionals in Poland. Their
average salaries range from PLN
3,200 to PLN 50,000 per month and
from PIN 1,753 to PLN 7,000 per
month respectively, according to
research published in September,
2008 by job website GazetaPraca.pl.

® For example, the median gross salary

@ Production sector
@ Private sector
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in the IT sector in 2007 in Poland was
PLN 4,500, which represents 29%
growth compared to 2006. The con-
trasts between remuneration are high-
est not between Poland'’s regions but
within them, especially between the
capital and the rest of the
Mazowieckie Province. The average
gross salary in IT and telecommunicao-
tion sector was PLN 6,000 in
Warsaw.

o Wages in Poland compared to other
EU countries

® During the last few years wages in
Poland have continued to rise slightly.
Poland remains, however, one of the
European countries with the lowest
real rate of wage growth compared
to other CEE countries.

e According to Antal International

‘Global Snapshot’ in Summer/Autumn
2008, a quarterly survey of hiring
(and firing) trends in some of the
world’s most important employment
markets, Poland’s current hiring rate
is one of the highest amongst the
countries surveyed reflecting its status
as arguably the most successful of the
post-communist nations. 36% of
respondents said they were hiring
more overall this year — none said
that their hiring levels had gone
down.

6. Office space market in Poland
® The most dynamically developing

office market in Poland is Warsaw.
Poland is a market leader as far as
the supply of new office space and
the number of signed lease agree-
ments are concerned.

® According to the “Global Market

Rents” report published by CB
Richard Ellis in May 2008, London
(West End), followed by Moscow, is
the most expensive city in the world
as far as office rent costs are con-
cerned. Among the top 50 cities
(Global 50 Index — Most Expensive),
the most expensive locations all over
the world include such other
European cities as London, Moscow,
Dublin, Paris and Oslo. Warsaw is
ranked 30th, among other cities from
Europe, and followed by Athens
(33th position), Rome(37th position),
Munich (40th position) Brussels (43th)
and Barcelona(45th).  However

according to the Global Index -
Fastest growing (ranked by 12 month
% increase in occupation cost in local
currency and measure), Warsaw is
ranked 10th position, behind Oslo
(5th) and followed by Prague (20th).

7. BPO in Poland

o According to the UNCTAD World

Investment Report, BPO generally, and

in particular BPO in Poland, can be

divided into:

e Shared Service Centres (SSC), pro-
viding broad-ranging and compre-
hensive services (back-office services,
finance,  accounting, human
resources management, R&D),

e Call/Contact Centres, providing
front-office services such as technical
support/advice, answering services,
information services and market
research services,

* [T centres, including for example soft-
ware development, application fest-
ing, engineering and design services,
and product optimisation,

* Regional headquarters.

o Poland already has 100 BPO center

and experts estimate that by the end of

2010, BPO centers will create

550,000 jobs in Poland. According to

DIEE percentage of vacant

stock i prime asking rent (EUR/sq m/month)
(sq m) space (%)
for high quality schemes _
Warsaw  2,800.000 2.4 located In the city contre 30 -33
\ in other locations 16 -17
AL ) 154,000 2.5 in higher standard buildings 14 - 17
Cracow 305,000 1.4 in class A located in the city 18 - 20
centre
in class A in other locations | 16 - 18
R 170,000 1.8 - 15 - 17
WWLCIEERT N e mvers) 5.8 in the city centre 15-13
e 107,000 8.6 in higher standard buildings  14.50 - 17

il itV 242,000 1.3 in higher standard buildings 16 - 18
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the DIS report “IT monitor 2007, with-
in the 100 centres analysed in Poland
almost 17,000 workers  were
employed.

o The growing number of employees
with knowledge of foreign languages
makes Poland an attractive location for
multilingual call centres. According to
the world’s leading consultancy firms
e.g. Emnst&Young, Poland is in the top
five countries for call centers.

o The majority of the biggest BPO cen-
tres in Poland are located in (or near)
the biggest Polish cities, such as
Warsaw, Cracow, Poznan, tédz and
Wroctaw. Whereas, towns such as
Lublin, Olsztyn and Szczecin, also have
the potential to embrace investments in
this sector and to follow on in the tracks

citi’
—

ﬁ

of Wroctaw and Krakow.

o Companies offering BPO services in
Poland work mostly for their parent
companies, which are international cor-
porations.

8. VAT regulations concerning services
o Polish VAT regulations are in compli-
ance with EU law, in particular VI
Council Directive of 17 May 1977 on
the harmonisation of the laws of the
Member States relating to turnover
taxes — Common system of value added
tax: uniform basis of assessment
(77/388/EEC). This means that Polish
VAT regulations are consistent with, but
not necessarily identical to, VAT regula-
tions in other EU member states.

o According to Art. 41 of the Polish
VAT Act of 11 March 2004, the basic

VAT rate on goods and services in
Poland is 22%. This rate applies to most
types of services.

o According to Art. 8 of the VAT Act,
“supply of services” includes any ser-
vice provided to a private person, legal
entity or organizational unit without the
status of a legal entity, which does not
constitute a supply of goods.

o It is very important to identify the
place of taxable transaction correctly.
The “place where a service is supplied”
is defined as the place where the sup-
plier has established its business or has
a fixed establishment from which the
service is supplied, or in the absence of
such a place of business or fixed estab-
lishment, the place where the supplier
has its permanent address.

o However, with regard to some types
of services, the place of the supply of
services is the place where the services
are physically performed. This applies,
for example, to services related to real
estate, transport, and cultural, artistic,
sporting, scientific, educational and
entertainment activities. According to
Art. 27(4) of the VAT Act, this also
applies, for example, to advertising ser-
vices, consultancy services related to
hardware and software, legal services,
accounting services, consultancy involv-
ing data processing and supply of infor-
mation, as well as banking, financial
and insurance transactions including
reinsurance.

o The place where these services are
supplied, when the services are per-
formed for customers established out-
side the EU or for taxable persons
established in an EU country different
from that of the supplier, is the place
where the customer has established its
business or has a fixed establishment to
which the service is supplied, or in the
absence of such a place, the place
where the customer has its permanent
address or residence.

9. Prospects for the BPO sector in
Poland

o According to a ranking, describing
BPO directed investment inflow tenden-
cies prepared by Outsource Sri Lanka
in 2008, Poland is a European leader
in outsourcing and clearly stands out in
the CEE region.

o The report “50 outsourcing cities”
confirms that Poland ranks 1st in
Europe and 5th in the world in terms of
outsourcing investment attractiveness.
Two Polish cities, Cracow and
Warsaw, ranked high in the ranking.
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Cracow classified on the 5th position
(in 2007 the city ranked 16th) and
Warsaw on the 28th. The criteria on
which the ranking was based regarded
the quality and amount of human
resources, education, costs of running
a business activity, business-related
risks, investment climate, infrastructure
and the quality of life.

o Poland’s qualities as an attractive
investment location were also noted
extremely highly by the related reports
of the world’s leading consultancy firms
e.g. Ernst&Young.

o Poland is ranked 22nd in the global
annual ranking of countries enjoying
the greatest investor confidence,
according to the consulting firm AT
Kearney. In the 2007 FDI Confidence
Index Report, Poland remain in the top
25 but however Poland slipped 17
spots from fifth in 2005 to 22nd.

o The AT Kearney report points to the
growing potential of Poland as a desti-
nation for companies from the business
process offshoring sector, including
financial and accounting centres and
call centres.

o In February 2005 the Council of
Ministers adopted amendments to regu-
lations establishing special economic
zones (SEZ's) in Poland. The aim of the
amendments was to make BPO activity
eligible for public aid within SEZ's. The
change met the expectations of compa-
nies active in the BPO sector and will-
ing to invest in Poland.

o In September 23, 2008, the Polish
Government adopted new rules of
financial support for foreign investments
through national cash grants within
multi-annual  programs.  Investors
receive grants on the basis of an
agreement between the Minister of
Economy and businesses.

The financial support will be paid out in
annual tfranches during a period of up to
5 years, based on progress of commit
ments undertaken. For projects realized
in Special Economic Zones, the maxi-
mum level of financial support cannot
exceed 15 per cent of the investment
costs. If the project is realized outside the
borders of a Special Economic Zone, the
maximum level of support rises to 30%.
Grants are available for foreign entities
planning investments, in particular in
the following sectors: automotive, elec-
tronics, aviation,  biotechnology,
telecommunications, modern technolo-
gies, in particular IT, BPO services and

to the foreign investor in the form of a

refund of the part of the investment
R&D. Financial support will be granted  expenditure or the costs of creation of

new workplaces.
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