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Introduction

Foreign investors appreciate Poland for its high extent of internal demand, accessibility to
qualified working force and political stability — this is a conclusion drawn from the latest, and
already the fifth survey wave of the Investment@ie in Poland.

Nonetheless, the picture of investment climate khbe considered in a wider macroeconomic
context. A single economy and market do not ex@plasately, but they constitute a part of a larger
entirety. Depending upon the perspective adoptedor@ extensive level of analysis for Poland may
be the area of Central and Eastern Europe, thepEaroUnion and finally, the global market. The
events taking place in these markets have a daedtindirect influence on the situation in our
country.

Despite high importance of external factors, a ganieternal economic, political, social and
legal situation exercises an influence on the itmest attractiveness of a specific country. Poland
is placed near the world's top in the target cdemranking for BIZ in years 2011-2013 he latest
survey wave indicates positive assessments ofnivesiment climate in Poland. Interestingly, the
investors assess the investment climate better ma2007 when the first survey edition was
conducted. What are the decisive factors of thestment attractiveness of Poland?

Poland is perceived as a country of a stable palitical, legal and economic situation. In the
2011 OECD yearbook, Poland in terms of public foemresembles Germany, Austria and Sweden
rather than Ireland, Spain or Greece. A stableipubiancial sector is translated into operating
conditions for private companies.

Poland stands out among other countries in termsotEntial offered by the labor market.
Relatively low salaries, a moderate unemploymeid, ran increase in production efficiency as well
as constant improvement of the Poles' level of atiloic create susceptible conditions for location of
foreign investments. Poland has been regularly awipg its position in the OECD rankings
presenting the education survey results. As atre$aln educational boom 30% of people aged 20-
29 study at higher education level (the averaghérOECD countries is 25%b)

A majority of investors (70%), who were asked about the crisis in the latest survey wave
declare that they still feel its effects. On the other hand, they realize that Poland feels the

effects of the financial crisisto a lesser degree than other countries. A growth of GDP, although

! United Nations Conference on Trade and Development
%2 The PISA survey conducted by the OECD.
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lower due to the crisis, is still twice as muchhagthan in other large EU countridisis directly
translated into perspectives for the investors the access to entrepreneurial credit has not seen
drastically reduced as in other EU countries odhéed States.

Poland is characterized by a long-term upward tréngart of the reason for it lies in a less
developed economy compared to Western countriespifeethe differences between Poland and EU
countries are still considerable; they are dimiadithanks to continuous development and a lesser
impact of crisis.

Poland is located in the center of Europe, at the crossroads of important communication
routes. This fact provides convenient access tontlaekets of Eastern and, above all Western
Europe, in particular upon accession to the EUctires trade facilitation with this region.
Favorable air, road, train and sea connections thighmain capitals in the continent facilitate the
logistic process.

The presence of other international concerns in Poland is also important for foreign
investors. If their business partners are already presertarPolish market, they are also interested
to enter our markets themselves. As regards treepee of international concerns, Warsaw is on the
5" position in Europe and the i the world. In the capital of Poland operate d50of 280 giants
considered by renowned specialists of CB Richalid Ble most international ories

It is also worth mentioning, that thieternal market in Poland offers significant potential. A
population of 38 million citizens provides a market the goods produced goods and the services
offered. Internal consumption in Poland has beeblst

These are only some factors deciding that the toveperceive Poland an adequate location for
investments. The investors check a location conisige20-30 criteria covering both macro-scale

and detailed information concerning specific lozasi.

3 CB Richard Eblis, report Global Office Locations 2011.
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1. Information about the survey

The survey of investment climate in Poland is cateld periodically. Every year the Polish
Agency of Information and Foreign Investments astipanies investing in Poland to assess the
current investment climate and the most importasasthat may influence the manner this climate

Is perceived.

In 2011 PAIilZ asked three types of the followimgtitutions to participate in the survey:

* companies served by PAIilZ in the recent years (about 250);
« companies from the "List of the Largest Foreigrelstars” (about 2000);

* members of bilateral champers with foreign capital.

The survey data was collected by means of an kitepmestionnaire. The choice of method arises
from a need to provide maximum comparability ofuitss (in the previous years the survey was
conducted in the similar manner) as well as thet mmsvenient type of questionnaire to respondents.

In the framework of the survey 194 effective intews were obtained. This number is significantly
higher compared to the previous years. Detaileatmndition about the number of interviews carried out
in the framework of the survey and the investmdéintate in Poland is presented in chart 1.

Graph 1 Number of effective interviews in the next survey waves

B

2007 2008 2009 2010 2011
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2. Description of companies participating in the survey

Graph 2 Years of presence
The companies that took part in the survey in Poland

may be described by means of a few parameters. 11-20 years |37 %

10% lover 20 years

The first one is their operation period in Poland. Average

. . . number of
The average operation period in Poland of the pr)éiirnscgfm
surveyed companies is 13 years. Only one third Poland:
of the companies (31%) participating in the 610 years [22% 13 319 | undier 5 years

survey has operated in Poland for more than SGraphBEmployment

years. Representatives of this company group
5%

assess slightly higher the aspects of road” ~" ™" 4 14% | under 10 employees
infrastructure, clarity and consistence of tax,

construction and public procurement regulations

than representatives of the enterprises operating \
for a longer period of time. 50-249 employees | 23% 18%l 10-49 employees

In terms of the scale of employment most of Graph 4 Foreign capital share

the companies participating in the survey are over 50%

o/ Ino foreign capital
of foreign capital| 61 % 29 A)

large-sized enterprises employing over 250
persons. They constituted 45% of the companies
participating in the survey The representatives of

large-sized enterprises assess slightly better the

1 0% ILess than 50% of

majority of areas influencing the investment ore _
oreign capital

climate. The most important differences are Graph5 Country of origin of the
. . prevailing capital
observed in the assessment of the following

15% | Asia

aspects: consistence of legal regulations, North Americal 16% 1% | Other
infrastructure  condition and protection of /' 3 noansuer
investors' rights.

Another piece of information about companies

participating in the survey is a foreign capital 41% | Europe

Poland | 24%
share. In case of 6 out of 10 companies

participating in the survey the share of foreign
capital exceeds 50%.

& pentor Invest,
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The foreign capital share does not significantlffedentiate the economic climate assessment
nor specific areas influencing this climate. Thdyonoticeable differences in the assessment
concern the issues of road infrastructure, easiteesgart an economic activity, accessibility to
materials, raw materials and components. Compavitesforeign capital exceeding 50% give more
negative assessments in all the areas mentionee d@lan companies with a lower share of foreign
capital.

As regards the country of origin of the prevailicgpital of the companies participating in the
survey is very fragmented. In two thirds of compeanihe prevailing capital comes from Europe.
The prevailing capital from Northern America andaAsonstitutes 16% and 15%, respectively.

The representatives of companies participatingher durvey were also asked if the impact of

crisis was felt in their sectors and if it is sfélt.

Graph 6 Effects of the economic crisis

Did the crisis of 2008-2009 have an impact on the

sector where the company operated? Are the consequences of crisis in the sector

where the company operated is still felt?

N0 121% o130

%

79‘%| Yes

Four out of five (79%) respondents admitted thatdrisis of 2008-2009 had an impact on their
sector. A large majority within this group (70%)ctlres that the effects of crisis are still felt,
whereas 30% of respondents admit that the consegsi@f crisis do not concern their sectors any
more. Thus over a half of the companies surveyedfbld some consequences of crisis from its
beginning to the present time. This fact appeatdirm a hypothesis that currently we are facing
a so-calledcrawling crisis. For this reason a definite end of the economisisishall not be
announced in the nearest future.

Nonetheless, over a half of (52%) the companiescgzating in the survey declared that their

turnover increased in the past year. In turn 21%espondents expressed the opposite opinion,

& pentor Invest
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whereas 27% of the surveyed declared that themouar did not change in a significant way. In
most of the cases the turnover change did not exte#.

Table 1. The company's turnover change in the recen  tyear

Turnover — change direction change N %

Growth

A significant increase or decrease in turnover Uglentails employment changes. This fact
applied also to the companies surveyed. A majaritghem (46%) does not plan to change the
employment scale in the nearest future. Two outfied companies under survey declare a
willingness to increase the number of employeegredis 13% make opposite statements.

Table 1. Planned employment changes

Planned employment change N

I S I o R s
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3. Assessment of Investment Climate in Poland

3.1 General assessment of Investment Climate in Pol and

The survey respondents assessed the investmerdtelim Poland by means of a 5-point grading
scale, where 1 was attributed to a very bad andrp good mark. Six out of ten representatives of
the companies surveyed assessed the investmerdtelim Poland very good [mark: 5] or good

[mark: 4]. The average assessment of the investotiemite in Poland equaled 3.59.

Graph 7 Assessment of Investment Climate

| I Total responses

— —&— Average
3,30
3,13 3,11 3,04 P
S

A comparison of results obtained in the presentesuwave clearly indicates that the currently
observed assessment of the investment climate isigfnest of the last 5 years. Therefore it is wort
asking about the factors that decided about sudtearly better assessment of the investment
climate in Poland.

In order to respond to this question, it shall bpful to analyze the present marks of specifiaare
that may influence the assessment of the investrml@nate and compare them with the marks
obtained in the past years. Similarly as in thevipres years, also in this survey wave the
respondents besides the investment climate assées@allowing areas:

* Political stability;

» Ease to start an economic activity

* Assessment of the internal - Polish - market size

* Assessment of the European Union market

» Condition of infrastructure (altogether), including

e roads

& pentor nyest,
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* telecommunication
» utilities (gas, electricity, sewerage system, etc.)
» Clarity and consistence of legal regulations ¢gtber), including: in the field of
* taxes
* public procurement
* construction
e copyright protection
* labor law
» Efficiency of commercial courts of law
* Quality of the land for investment offered
* Real estate purchasing process
« Accessibility to qualified workforce
» Labor costs (altogether), including:
* payroll
e non-payroll
* Financing possibilities
» Tax burden (altogether), resulting from:
« CIT
* PIT
e ZUS[Social Insurance Company]
« VAT
» Accessibility to materials, raw materials and congras
» Enterprise inspections and controls
e Protection of investors' rights
« License and/or concession granting process
e Cooperation with local administration

» Cooperation with central administration

3.2 Macroeconomic conditionings

The aspects mentioned above may be grouped intweabfoader areas: The first one include

macroeconomic conditions that includes the follayirssues: market size, political stability,

& Invest
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accessibility to production factors, access toitiedllabor force, labor costs and tax burden. Naosv

are going to analyze the assessments of spegugctssin this area more in detail.

3.2.1 Market size

The size of market is one of the basic factors ey influence the assessment of the investment
climate. The entrepreneurs participating in theeyiwere asked to assess the size of the Polisthand
EU markets.

Similarly as in the previous waves, the EU markas wonsidered more attractive than the Polish
one. The size of our national market was assess&drg good by 61% of respondents, whereas the

size of the EU market received a very good mark1% of the representatives surveyed.
Graph 8 Assessment of the Polish and EU markets in 2011

M Assessment of the internal — W Assessment of the EU market
Polish — market size size

47% 51%

28%
20%

1-0%2%-1
| I |

1% 5%

It is also worth considering, that in years 20002¢he difference in the average assessment of the
size of both markets decreased twice (0.41 — irv20® in 2009). However, both in 2010 and at
present this difference becomes wider. Yet, it teabe emphasized that both of the analyzed areas
received the highest marks in the present survege wa

Graph 9 Assessment of the Polish and EU marketsin ~ the next survey waves

B Assessment of the internal — Polish —

. W Assessment of the EU market size
market size
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3.2.2 Political conditionings

It is hard to imagine foreign investors locatingiticapital in a politically unstable country. Thet
why, political stability has to be considered asiree qua non for efficient gaining of foreign
investments. It has to be remembered thoughthigprerequisite is not always sufficient to auhie
success (this issue is discussed further in regpéoe importance of specific aspects).

In the present survey wave political stability wase of the better marked aspects. Nearly three
fourths (73%) of respondents assess it as goodrgmood.

Graph 10 Assessment of political stability in Polan din 2011

M Political stability in 2011

55%

22% 18%

This aspect has not always been so widely approveg the investors

1%

participating in the investment climate survey2007 it was one of the five lowest assessed aspects
However, the assessment of this area was gradoetBasing in the following years.

& pentor nyest,
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Graph 11 Assessment of political stability in Polan d in the next survey waves

M Political stability in
the next years

In the period from 2007 to 2011 the average ass&#soh political stability increased by 1.6, which
is the highest growth from all the areas survepdtiis time.

3.2.3. Accessibility to production factors and financing possibilities

Means of production include traditional raw materiaapital and labor. Now we are going to focus
on the two first issues.
Accessibility to materials, raw materials and comgs is one of the better assessed areas in 2011.

Two thirds of respondents (65%) assess it as goedrg good.

Graph 12 Assessment of accessibility to production factors and financing possibilities in 2011

B Accessibility to materials, raw

: M Financing possibilities
materials and components

56%

40% 42%

34%
9% 12%
0% 2% 2% 4%
s | HEE [

Unfortunately, they do not refer to financing pb#iies. The assessment of this area was

particularly low in 2010 which may be related wille appearance of financial crisis and limiting of

& pentor nvest,
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credit action not only by the banks in Poland, &lsb in the world. At present, this area is assessed
significantly better. Nearly a half (46%) of respents assesses it as good or very good. Compared to
the previous year it grew by as much as 51%.

Graph 13 Assessment of accessibility to production factors and financing possibilities in the next

years

M Accessibility to materials, raw

A M Financing possibilities
materials and components

3.2.4. Gaining workforce and labor costs in Poland

Labor and manpower should be considered a patigusignificant production factor due to a
growing importance of the service sector in thédgl@conomy, and know-how as a key value.

The entrepreneurs participating in the survey cagsess accessibility to qualified workforce.
Three fourths (75%) of respondents assess it a @oeery good. It is the second best assessedmarea
2011.

“In 2010 the growth dynamics of the credits graritethe entire economy was positive. As regardssteor of large-
sized enterprises, the total amount of the cregiimted in 2010 was lower than in the previous .yAacording to the
authors of thdReport on the condition of Polish banks in 2010: Low dynamics of credits for the sector of enterprises
observed recently is related to the end of a peak phase of prosperity in the Polish economy (2007) and the escalation of
the global financial crisis in the second half of 2008 and in the beginning of 2009. On the one hand, it lead to a
decreased activity of a part of Polish enterprises (and thus a drop in demand for credits) and on the other hand, to
establishing a dricter credit policy of banks. Source: The Polish Financial Supervision AuthorRgport on the
condition of Polish banksin 2010, Warsaw, 2011,

http://www.knf.gov.pl/opracowania/sektor_bankowpfaty i opracowania/publikacje sektora bankoweg@finohtml

& pentor nyest,
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Graph 14 Assessment of accessibility to qualified w  orkforce in 2011 and in the previous years.

| ] Accessibilit.y to qualified B Accessibility to qualified
workforce in 2011 workforce in the next years

56%

1% 5%

This is also the area with one of the highest pegage growths of investors assessing it positiirely
the last five years. In 2007 less than one thirctespondents (32%) assessed this area as goodyor ve
good. Presently, these marks are given by 75%eafdpresentatives surveyed that is 2.3 times more.

The respondents were also asked to assess theyemept costs of Polish manpower. They
expressed their opinions on the labor costs inrgéas well as two main labor cost componentsighat
payroll and non-payroll costs.

Graph 15 Assessment labor costs (altogether) in 201 1 and in the previous years

M Labor costs (altogether) in the next

M Labor costs (altogether) in 2011
years

8% 970
1%
L | . | I

A general assessment of labor costs is curretglrlg higher than a year ago. The percentage of
respondents assessing this area as good or vedyngady doubled (2010 — 31,5%; 2011 — 60%).

Payroll and non-payroll labor costs are also asskhkigher than in the previous survey waves. It
has to be emphasized though, that a considerapldameen these two elements still remains, and

similarly as in the previous years, payroll costsassessed significantly better than non-payosiisc

& pentor nvest,
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Graph 16 Assessment of payroll and non-payroll labo r costs:

in 2011 and in the previous years

M payroll non-payroll H payroll non-payroll

53%

27% ol |
- . | llou ﬂ i | i i

0%
- | i | | i | i

It is worth considering, that although no one sssé non-payroll costs very bad, 7% of respondents
gave payroll costs such marks. Thus a moderatdiy@sgjeneral assessment of labor costs results,

above all from a competitive level of payroll lalmwsts.

3.2.5. Tax burden

The entrepreneurs surveyed were also asked tesatse level of tax burden. In 2011 a general
assessment of this area was neither the bestaarditst, although it was below the average assegsme

for all the aspects surveyed.

Graph 17 Assessment of tax burden (altogether) in2 011 and in the previous years

M Tax burden level (altogether) in M Tax burden level (altogether) in the
2011 next years

56%

16% 22%
0

One fourth of respondents assessed the tax basdgnod or very good which was over twice as

many as in the previous wave. However, it is weakting into account that the percentage of extrgmel
positive assessments did not change significaB@¢@ — 2%; 2011r. — 3%). It means that the entire

growth is attributed to moderately positive markisere are less negative marks than a year ago (2010

& pentor Invest
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— 32%; 2011 — 19%). Similarly as in the previous/ey waves the most frequent mark given by the
respondents was average.

It will be easier to understand why average mprksail in this area, if we analyze the assessments
of specific types of tax burden. In fact, the rextents assessed not only a general level of tadehur
but also their specific types: CIT, PIT, VAT and U

The analysis of the average assessments of spggiéis of tax burden clearly indicates that they
are quite considerably different. The amount opoaate income tax (CIT) was assessed as relatively
good. Yet, the same marks were not given to thes @it the goods and services tax (VAT). The social
insurance burden (ZUS) was received particularly loarks, which appears consistent with the

assessment of non-payroll labor costs discussegabo

Graph 18 The average assessment of specific types o f tax burden in 2011

Ml Level of specific types of tax burden
— the average assessment

CIT and PIT received relatively good marks, wherseo other types of tax burden were assessed
lower. This fact was not only observed in the pneseave, but also in the previous surveys of the
investment climates. An assessment ranking of Bpégoes of tax burden remained stable, due to the
fact that all the elements assessed in this apeavesl slightly higher marks than a year ago aed th

growth scale was so similar that it did not disrilngt assessment ratio.
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Graph 19 The average assessment of specific types 0 f tax burden in the next years

2007 2008 ™ 2009 w2010 m2011

2,6 i

A comparison of the average assessment of spdygpes of tax burden indicates increasing
assessments in the scope of PIT and ZUS (with all sdasruption in 2010).

In the case of other taxes rather stable assessarenbbserved.

3.3. Assessment of public institutions

The influence of legal and institutional environmen enterprise functioning is not lower than that
of macroeconomic conditionings. In the next chapterare going to discuss the investors' assessments
in the areas of: procedures related with establishi business, legal regulations pertaining toipec
fields of enterprise operation, procedures of lafoement as well as cooperation with local and

central administration.

3.3.1. Procedures related with establishing a business

The issue of facilitated procedures of starting@mnomic activity aimed at entrepreneurs is always
present in the public debate. In the present swedgion this area was assessed as average (dgneral
has never received neither the best not the woasksh This aspect is assessed negatively by one
fourth (26%) of respondents. One third of them (BZX%press positive opinions in this respect. A
majority of respondents gives the average mark.

& pentor Invest
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Graph 20 Assessment of the ease of starting an econ  omic activity in 2011 and in the previous years.

M Ease of starting an economic M Ease of starting an economic activity
activity in 2011 in the next years

43%

25%
4%

L — | | I | n

Currently, the percentage of investors who doassess this area positively is clearly lower than
in one the first surveys (in particular in 2008).the same time, we observe a higher percentage of

positive assessments. It is translated into a higyerage mark of this aspect than in the preweass.

3.3.2. Legal regulations in Poland

Legal regulations provide for company and interpany operating procedures as well as rules of
contacts with other entities. Therefore the amalg$ the investment climate determinants should
include an assessment of legal regulations. Theoneents surveyed were offered a possibility to
provide a general assessment of legal regulatioth$heeir specific fields.

Legal regulations (altogether) are the secondtvemsessed area in the present survey edition. Only
infrastructure was assessed worse. Only one fi#fi?%4) of respondents assesses legal regulations
(altogether) as good. It is worth underlining, that all the fields of law were assessed so neglgtiin
the framework of this area there are elements segdeelatively higher, such as copyright provisions
(35% of positive marks), labor law provisions (368f positive marks), and the ones assessed
significantly lower that is public procurement 1824% of positive marks) and tax provisions (23% of
positive marks).
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Graph 21 Assessment of legal regulations in 2011

H[1] Very bad m[2] Bad m[3] Average m[4] Good m[5] Verygood

48% 16% % 47%
0,
41% o 44%

14%190/ 17%

4%

Both in the case of the general assessment of tegalations and three out of five of the fields
assessed the percentage of negative marks (niagkel 2) prevails over the positive ones (marks: 4
and 5).

It has to be pointed out that compared to theipuswvaves the assessment of this area is higher.
An analysis of specific fields of law indicatestthizeir assessments are less diversified. At ptesen
field is assessed as absolutely positive or absglutegative. There are rather the fields that
(traditionally already) are assessed slightly highech as copyright protection, labor law, and ¢hos
marked slightly lower that is public procurement |éax provisions and construction law.

Graph 22 Assessment of legal regulations in the nex  tyears

2007 2008 2009 W 2010 H 2011

3.3.3. Cooperation with the administration
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Similarly as in the previous survey ways, the oesients had a possibility to express their opinions
about cooperation with the public administrationothb at central and local level.
There is a certain difference in the assessmeahest two elements which has been observed siace th

first edition of the investment climate survey.

Graph 23 Assessment of cooperation with the adminis tration at different levels 2011

Cooperation with local administration H Cooperation with central administration

29% | |
o s o - 0 et
L I | | | | | |

As regards cooperation with the local administrgtmver a half (58%) of the respondents assesses
it as good or very good. In the case of the ceattalinistration this percentage equals only 38%s Th

Is also translated into a lower average assessvheabperation with the central administration lesdi

Graph 24 Assessment of cooperation with the adminis tration at different levels in the following years

2007 2008 2009 m 2010 N 2011

31
2,6

Similarly as most of the areas covered by the sym@iso this one received slightly better marks in
the present edition than in the past years. Inctme of both aspects the average increase in the
assessment observed amounted to 0.5 point andiglatyyshigher than the average growth of all the

aspects in the same period.
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3.3.4. Real estate purchasing

The assessment of construction law provisionsalraady mentioned. Now we would like to refer
to the issue of real estate presenting the assessmiethe two areas that is the quality of thedlan

offered and the process of real estate purchasing.

Graph 25 Assessment of the quality of the land offe  red and the process of real estate purchasingin 20 11

quality of the land offered
M process of real estate purchasing

53%

40%

4% 3%

™o B

In both of these areas positive marks prevail. Qimity of the land offered was assessed slightly

higher than the process of real estate purchadihg.average assessments of these areas diffe22y 0

point (land quality — 3.57; purchasing process363.

Graph 26 Assessment of the quality of the land offe  red and the process of real estate purchasing

2007 2008 2009 m 2010 H 2011

3,0

In comparison with the previous survey waves tisesgment of both of the discussed areas slightly
increased. In the last five survey editions theliyuaf the land offered was assessed slightly érgh

than the process of their purchasing. The resbittsegoresent survey confirm this situation.
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3.3.5. Functioning of legal bodies

This subchapter focuses on the areas related withiunctioning
of judicial and regulatory authorities and coopgeratherewith. While we were discussing in detad t
assessment of legal regulations, we pointed outttige was one of the worst assessed areas in the
entire survey.

The assessments of the law itself obviously imitgéethe assessment of institutions that apply
and enforce this law. That is why, we should nqieex particularly positive assessments of the areas
presented in this chapter, including the efficieatgommercial courts, the process of license grgnt

as well as inspections and controls.

Graph 27 Assessment of the protection of investors' rights and the efficiency of commercial courts in
2011

protection of investors' rights
m efficiency of commercial courts
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Over a half of respondents gives average markthéoareas of investors' rights protection
and the efficiency of commercial courts. Almost sane percentage of respondents assesses these
aspects positively and negatively. The average snedksiderably prevailed which may mean that
inexperienced respondents in this area refrain femswsessment by attributing mid-scale grades.
Following further this reasoning it may be assuitined extreme assessments more frequently are based
on the investors' own experiences. As the assessroensiderably differ (i.e. for commercial courts:
25% of negative and 24% of positive marks), it nmagly that the investors' experiences in this scope
vary in a significant manner and depend on numefaa®rs. This indicates that procedures and
provisions are not implemented and enforced irsime manner in every place and time. This in turn
entails considerably different experiences anafiected in diverse assessments. Similar conclasion
may be drawn on the basis of an analysis of theectiassessments of the aspect of license graaging

well as inspections and controls at the enterprises
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Graph 28 Assessment of license granting and inspect  ions and controls in the enterprises in 2011

inspections and controls in the enterprises

M license and/or concession granting process
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An analysis of changes in the assessments ofisbassed aspects with regard to the last year's
results should include significantly higher assesss of the efficiency of commercial courts. On a
year-to-year basis it is the highest positive clegftige difference between the present and thgdasts

survey is 0.7 point).

Graph 29 Assessment of investors' rights protection and efficiency of commercial courts in the next

years
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The assessment of other fields discussed in #sept subchapter also increased with regard to the
last year, although on a much lower scale tharhéndase of the assessments of the efficiency of

commercial courts.

Graph 30 Assessment of license granting as well as inspections and controls at the

enterprises.
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3.4. Infrastructure assessment

The last area covered by the investment surveyatdins infrastructure. The respondents had a
possibility to give a general assessment and ddtailarks in the scope of telecommunications and
road infrastructure as well as utilities (gas, &leity, sewerage system, etc.).

Generally, infrastructure received the lowest agermark of all the areas covered by the present
survey wave. It is worth considering though, tihat assessments of specific aspects of these aeeas a

considerably different.

Graph 31 Assessment of infrastructure in 2011
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Road infrastructure received the lowest mark. ifBae of roads construction is always present in
the media and this may be a reason why this asyscreceived a low mark. It is worth considering
though, that the assessment of this aspect wasowngr (from 1.6 in 2007 to 2.3 at present).
Telecommunications infrastructure was assessedfisggly better. Over a half (55%) of the

respondents assessed this aspect as good andrd83thef them as very good. Utilities infrastruetur
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received slightly lower marks than telecommunicaijobut they were still considerably higher than

those of road infrastructure.

Graph 32 Assessment of infrastructure in the nexty  ears
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Generally, the assessment of infrastructure isrompg in the next years. Despite the most
noticeable growth trend, the road infrastructurgilsthe aspect that receives the lowest marks.

3.5. Summary of specific assessments

The assessments of all the aspects covered bgutliey have already been discussed in detail.
To sum them up the average assessment hierar@peoific aspects is presented below. Three best
assessed areas cover:

* EU market size;
» accessibility to qualified workforce
* political stability;
In turn three worst assessed areas are as follows:
* road infrastructure;
e tax burden (ZUS and VAT);
» clarity and consistence of regulations (public prement law and tax law)
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Graph 33 Average assessments of all the aspects cov

Assessment of the EU market size
Accessibility to qualified workforce
Political stability
Access to materials, raw materials and components
Assessment of the internal — Polish — market size
Labor costs (altogether)

Payroll labor costs
Non-payroll labor costs
Quality of the land offered for investments
Cooperation with local administration
Real estate purchasing process
Possibilities of financing
Protection of investor's rights
Cooperation with central administration
Ease of starting an economic activity
Tax burden level (altogether
the CIT burden level
the PIT burden level
the VAT burden level
the ZUS burden level
Inspections and controls in the enterprises
License and/or concession granting process
Efficiency of commercial courts
Clarity and consistence of legal regulations (altog ether)
Clarity and consistence of copyright regulations
Clarity and consistence of labor law regulations
Clarity and consistence of construction regulations
Clarity and consistence of tax regulations
Clarity and consistence of public procurement regul ations
Condition of infrastructure (altogether)
Telecommunications infrastructure
Utilities infrastructure (gas, electricity, sewerag e system, etc.)
Condition of road infrastructure

Among the aspects covered by the survey the highgstovement of the average assessments

concerned:

Page 27

ered by the survey in 2011

I 4,04
3,88
3,84
I 3,71
I —— 3,69
I 3,58
— 3,68

3,76

3,39
I 2,26

» efficiency of commercial courts of law;

» financing possibilities;

» labor costs (altogether).

3.6. Investment climate and its determinants assess
companies with the prevailing foreign capital

ed by the representatives of large-sized

Although every investment should receive equaérditbn, it has to be remembered that
investments of large-sized companies with foreigpital may bring advantages in terms of a higher
number of workplaces, tax revenue and a flow ofldledge andnow-how.

That is why, we would like to present the views thie investment climate in Poland of
representatives of these companies in a sepatatbagpter.

In the present survey edition participated 67esentatives of the companies which:

= employ over 249 persons and

o V
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= their foreign capital share exceeds 50%.
The assessments of representatives of the compaeieting these criteria were confronted with the
assessments of other survey participants. In bathpg a general investment climate assessment is
similar. In the case of large-sized companies hiictv foreign capital share exceeds 50%, and other
respondents this indicator equals 3.63 and 3.5fertively. This difference is so small that it
should be assumed that the investment climate smsses in both of the groups is the same.
Still, in these groups there are some differemcdbe assessment of specific aspects. Aspects in

the case of which a difference in the assessmemsieels 0.2 point are presented below.

Graph 34 Aspects with the most considerable differe nces in the assessments in the group of large-sized
companies with foreign capital and the representati ves of other companies.
large-sized companies with foreign capital exceedin g 50%

M other
3.2 3,3
31 2.9 -
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The representatives of large-sized companies Withign capital exceeding 50% gave less
favorable assessments to a majority of aspectstligarepresentatives of other companies. The only
exception is the assessment of cooperation withralemdministration. Large-sized companies with
foreign capital assess this issue better which eoajirm a commonplace opinion that big can more.
Probably, it is easier for larger entities to ebshbrelationships with central administration whis

more flexible in cooperation with large partnefrthe private sector.

4. The importance of specific areas and their influence on a general
assessment of the investment climate in Poland.

So far we have focused on a detailed analysisseéssments of specific areas covered by the
survey. Besides information on the assessment,ptrécipants of the present survey wave

expressed their opinions about the declared impoetaf specific areas.
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The respondents had a possibility to assess howh nudheir opinion a given aspect is
important. They used a 5-point grading scale, whesas attributed to a very bad and 5 a very good
mark. Not all the aspects discussed above wereeculy the assessment. In order to avoid the
guestionnaire becoming too long, the respondersessed their views only on general areas. For

example, they assessed the clarity and consistehdegal regulations (altogether) without the

clarity and consistence of specific fields.

Graph 35 Declared importance of specific areas (gra
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de scale: 1-5).

Accessibility to qualified workforce
Labor costs (altogether)
Clarity and consistence of legal regulations (altog ether)
Political stability
Condition of infrastructure (altogether)
Ease of starting an economic activity

Tax burden level (altogether)

Assessment of the EU market size

Cooperation with local administration s 40
Protection of investors' rights . 3.9
Assessment of the internal — Polish — market size . 3.9
Quality of the land offered for investments e 3.9
Possibilities of financing D 38
Access to materials, raw materials and components D 3,8
Real estate purchasing process [N 3.7
Efficiency of commercial courts D 3,7
License and/or concession granting process I 36
Cooperation with central administration N 3,6
Inspections and controls in the enterprises D 34

Such a form of question makes it possible to ottlerareas under survey by their declared
importance. Three most importance areas accorditiget respondents are: accessibility to qualified
workforce, labor costs and clarity and consistesfdegal regulations (altogether).

Therefore, a question arises of how Poland issasskin respect of areas considered the most
important by the investors. Quartile analysis fge#ect instrument to obtain answers to such kind o
guestions. It consists in grouping all the aspeacider survey by their importance and assessment.

As a result of superimposing of these two dimerssionr groups of factors are obtained,
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The first group covers important and well-assessed areas. They include aspects
assessed as more important than average which received a higher than average
mark. These elements are unquestionable advantages of Poland as investments
location. They should be emphasized in communication with potential investors.

The second and particularly important factor group covers important but lower
assessed elements. They include aspects assessed as more important than
average which received a lower than average mark for all the areas under survey. If
we expect higher involvement of foreign investors in Poland, remedial steps in these
areas should be given a priority.

The third group is constituted by relatively less important and highly assessed
elements. These are relatively less important areas which received a higher than
average mark. We do not have pay too much attention to them, as on the one hand,
they are of no crucial importance for the investors, and on the other hand, these
dimensions are assessed quite positively even at present. In communication with
potential investors they may be presented as strong points of our country.

The last fourth group includes elements which on the importance scale received
lower than average marks. Their assessment is also below the average for all the
aspects. These areas determine directions of remedial actions which should be
initiated upon implementation of changes in the framework of areas included in the

second group.
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Graph 36 The quartile analysis
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5. Conclusion

As the survey of the investment climate in Polaadonducted on a periodic basis it allows

assessing and capturing the most important chaageg place over the years.

1. The general investment climate in Poland in 20dds assessed as good which is an
improvement in respect of 2010 assessed as s#ébigfadhe survey results indicate a
general improvement of the investment climate a&ssent expressed by investors in respect
of the previous years. The present average assassimve been the highest since 2007.

2. The general investment climate is reflecteddrspecific areas subjected to assessment. The
most positively assessed areas include the EU inaike, accessibility to qualified
workforce and political stability of Poland, The staegatively assessed areas cover the
condition of infrastructure (altogether) and chardnd consistence of legal regulations
(altogether).

3. The highest improvement of the average assessaneng the specific areas under study in
2007-2011 concerned political stability. The averagark of this area increased by 1.6 in this
period. Significant and positive changes in respé@010 were also related to the areas of
labor costs and possibilities of financing. It may indicate gradual overcoming of the crisis
which caused, i.e. limiting of crediting possibég in the market. As regards the assessment
of public institutions the highest improvement bé taverage assessment in respect of 2010
concerned thefficiency of commercial courts.

4. The present survey wave offered a possibilitatalyze assessments of specific areas in
terms of their importance from the investors' pecspe. Well-assessed and important
aspects indicated by the respondents include:

a. Accessibility to qualified workforce,
b. Labor costs,
c. Political stability,
d. EU market size,
e. Cooperation with local administration.
5. According to the investors the following areeguire improvement in the first place:
a. Clarity and consistence of legal regulations,
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b. Condition of infrastructure,

c. Ease to start an economic activity,
d. Tax burden level.
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