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Introduction

The nature of agricultural production makes it unpredictable, which, given
the lack of special programs restricting the risk accompanying the conducted
operations, leads to the decrease therein. Nowadays, more than at any other time
in history, the agricultural sector functions in the conditions of high competi-
tiveness, which fosters structural changes faced by agriculture all around the
world. Poland has many farms, which do not multiply their capital, and the pro-
duction capacities and capital intensity of which are too weak to function on the
competitive market. Furthermore, farms generate increasingly lower incomes, to
a high extent financed from external subsidies. This situation creates some con-
cerns with regard to their future. Doubts also arise regarding whether the pro-
duction capacities of agricultural farms are sufficient to maintain the industry.

In such a situation, special fiscal and parafiscal solutions are also targeted at
agriculture, since application of generally binding regulations to the agricultural
sector could cause additional difficulties. However, it should be noted that, in
the recent years, the Polish agricultural sector underwent a number of favourable
structural changes. In the context of these transformations, it seems to be neces-
sary to review the tax and insurance system in agriculture, so that it would re-
flect and fit the present conditions of conduct of agricultural activities. Selection
of a proper form of taxation of agricultural activities is an important problem,
since Polish agricultural holdings, as the only group of economic entities, are
exempted from the personal income tax. Such a situation leads to many social
tensions, due to the fact that the present solutions infringe the principle of justice
and commonness of taxation. In the search for new solutions, it may be useful to
take a closer look at those, which already exist, as it will allow for using the al-
ready verified structures when building the new taxation system for agriculture.
The overview of literature related to the taxation system for agriculture in EU
Member States suggests that in seven countries agriculture is subject to special,
preferential fiscal tools, which usually do not require income calculations, but
are based on simplified accounting. In some countries, these privileges apply
only to poor farmers. The assessment of the existing fiscal solutions indicates
that there are no specific grounds to decide whether farmers should be taxed un-
der the income tax. On the other hand, numerous reasons suggest that this group
should be provided with special treatment (due to, i.a.: income volatility in agri-
culture, impact of natural and climatic conditions, low rate of return).

From the point of view of farm safety, risk management instruments are an
extremely important issue. The growing changes occurring within agriculture of



the European Union — among others, the announced subsidy reduction, the de-
crease in market interventions and the growing scale of climatic and epidemio-
logical hazards — will in the near future require a well-developed offer of risk
management instruments. Therefore, the European Commission plans on intro-
ducing supplementary tools to the existing payment system, as well as market
management instruments, including comprehensive insurance against natural
disasters, mutual investment fund, income stabilisation instruments and further
development of subsidised insurance, integrated with other tools.

The whole essence of the issue presented by us can be summarised as the
need to introduce changes in the agricultural tax and insurance system in Poland.
A question arises, whether the legislation drafts, pertaining to changes in the tax
and insurance system, proposed by various entities (also governmental), should
be worked on, and what will be the effects of their introduction for the state
budget, the sector and the farmers themselves?

The purpose of the report is to assess the binding and the proposed tax and
insurance solutions in the Polish agriculture by indicating the consequences of
the adopted structures for implementation of the basic functions of these instru-
ments. The paper is limited to evaluation of the macroeconomic function of fis-
cal and social effectiveness, including the postulate for taxation justice. The au-
thors of this report also intended to assess the simplified forms of accounting
used for the purposes of tax and insurance returns in the selected Member States
of the European Union. A risk management system evaluation in the Polish ag-
riculture was also conducted, in terms of the possibility to introduce changes
favourable for the development and financial stability of farms.

The paper has been divided into five chapters. Chapter One focuses on his-
torical developments of the taxation system for agriculture in Poland. The au-
thors are searching for arguments supporting the need for taxes in agriculture,
their role, as well as fiscal, stimulating and redistributing significance. Detailed
considerations focus on analysis and critical evaluation of the currently binding
fiscal solutions in agriculture.

Chapter Two includes a substantive assessment of the benefits of application
of simplified methods of income calculation. The analysis covers simplified ag-
riculture taxation principles in France and Germany, with particular attention
paid to the nature, type and effectiveness of the applied simplifications.

Chapter Three focused on evaluation of the current proposals of changes in
the income taxation system in agriculture. In order to assess the proposed solu-
tions, particular attention has been paid to the proposal of the Ministry of Fi-
nance, the assumptions of which have been analysed in terms of internal and ex-



ternal justice, economic efficiency, competitiveness of agricultural farms and
sustainability of the sector.

Chapter Four refers to the assessment of the currently binding insurance sys-
tem in agriculture. This chapter focuses on the analysis of the optimal insurance
system standards in agriculture, as well as the effect of the adopted solutions on
development of this sector. The deliberations included in this chapter concern
evaluation of the currently binding and the proposed regulations in the light of
financial stability of the state, competitiveness of the sector, as well as economic
efficiency of farms.

Chapter Five constitutes a study of the discussion about the need for the
farms to protect themselves against various kinds of risk (in particular weather
risk). Review has been carried out of the binding and the proposed statutory reg-
ulations concerning business insurance in agriculture. Special attention has been
paid to the assessment of the impact of the existing and the proposed solutions
on sustainable development of agriculture, including social, economic, environ-
mental, as well as institutional and political order.

The book presents the legislation existed on 31 December 2015.



1. Agriculture taxation in Poland
1.1. Historical developments of the taxation system for agriculture

Agriculture has been always treated as an important economy sector, consti-
tuting a guarantee of self-sufficiency and food security of a given country. It is
also the base for the development of the agri-food industry and, in the recent
years, the supplier of raw energy materials and energy. Taking into considera-
tion the importance of agriculture for the economy, people have always won-
dered how to take over the surplus produced in agricultural economies, which
has been expressed in the particular fiscal structures.

Between the 10th and 13th century, the income of the Polish state was based
on the so-called ius ducale, providing that any benefits had the form of levies
paid in kind, which only later turned into cash and personal benefits. During that
time, several types of taxes could be distinguished, covering various social
groups and owned property. In agriculture, the binding tax had the form of
a levy from a rustic farm'.

In the 11th century and at the beginning of the 12th century, rustic farms
were obliged to pay levies commonly referred to as podymne, later poradine (in
Mazovia and Kujawy — podworne), as they were paid in proportion to the num-
ber of shovel ploughs (pol. radfo) used in the farm. The levy was paid in pigs,
then in cattle and sheep, and finally — in cereals. A primitive form of a tax
voucher, proving payment of due levies, was the so-called narzac. Some farms
were obliged to pay the so-called danina, namely levies paid in the form of bar-
rels of honey. Since the times of the King Casimir the Great, taxes have started
to be paid in cash.

In the 14th and 15th centuries, due to the granting of many privileges (i.a.
exemption from tax payment), the main taxpayers for the nobility and clergy
included peasants from villages belonging to the king, nobility and clergy. They
paid the so-called fanowy tax (poradiny), the amount of which depended on the
needs of the state and the type of the taxpayer. It should be noted that, in the
14th and the 17th century, the tax system that existed in Poland was not identical
for all states, and therefore did not execute the idea of commonness and taxation
justice. The group, which, regardless of legal conditions, was not fiscally privi-
leged, mainly included owners of rustic farms or land estate.

In the middle of the 17th century, the fanowy tax, due to the financial crisis
of the state, was replaced with the podymny tax, which was subsequently re-
placed with the so-called pogfowny tax, per head. These taxes already covered

! History of taxes in Poland, www.wikipedia.org (10. 10. 2015).
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most social groups. It should be noted that these taxes were property taxes and
in no way referred to the taxpayer's income.

The prototype of income (direct) taxes was the so-called ofiara wieczysta
(referring to income as the tax base), which was introduced in 1789 and covered
the nobility and the clergy. On the other hand, in the process of unification of
direct taxes, fundamental importance can be attributed to the Act of 16 July
1920 on the National Income Tax. This Act did not cover, among others, agri-
cultural holdings with the total area below 15 ha UAA, which was a result of
taking into consideration in its structure the so-called poverty line, entitling to
tax exemptions. It should be added that most individual agricultural holdings
were exempted from this tax. In the years 1919-1938, the average area of an in-
dividual farm, created as part of subdivision, amounted to 9.32 ha*. Agricultural
holdings were also not subject to the so-called state business tax, which was in-
troduced by the Act of 15 July 1925. Such a situation prevailed until the begin-
ning of 1945, before which material benefits were the basic form of fiscal levies
charged from agricultural holdings.

New regulations, governing and unifying the land tax principles across the
whole country, were introduced on 13 April 1945, on the basis of the Decree on
the Reform of the Local Tax System’. This taxation covered any agricultural
land (apart from exclusions), and the incomes generated by the above were
handed over to local government units. The amount of the individual encum-
brances was determined, first of all, by the area of a farm given in hectares, as
well as other factors, to a smaller extent, such as: type of crops, land fertility,
land development and the level of war damages. Tax rates had the form of fixed
amounts (PLN 50 per 1 ha of arable land, meadows, gardens and orchards, and 5
PLN from other land), and increased along with the growth in the number of
hectares of a farm (by 10, 25 and 50%). The binding rates were relatively low
and did not execute the function assigned thereto by law, namely reduction of
the number of farms with large surface and increasing the state revenues. Fur-
thermore, the structure of this tax still referred to the property of the taxpayer
and was not related to the payment capacity of a farm or its profitability. Thus,
the Act was not actively applied in transformation of the agrarian structure and
of the state, and was thoroughly changed in 1946.

2 F. Kapusta, Geneza i rola gospodarstw rodzinnych w rolnictwie polskim (The origin and
role of family farms in Polish agriculture), Ekonomia Economics 2 (23), Publishing House of
the Wroctaw University of Economics, Wroctaw 2013, p. 154

3 Decree on the Reform of the Local Tax System, Journal of Laws Dz.U.,1945, No. 13, item 73.
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The subject literature emphasises that the surplus product produced in agri-
cultural holdings may be taken over by the state in various ways': through taxes
and other financial encumbrances, or indirectly by decreasing purchase prices of
agricultural products. The second way was most often chosen in the times of
command-and-quota economy’, which resulted in undercutting the production
profitability and worsening of the problem of low profitability of farms. This
way, the surplus, which could be generated in agriculture, was generated in oth-
er sectors of national economy and taken over there, in the form of taxes. Such
a situation fostered building of fiscal systems, which to a small extent burdened
agricultural holdings and were not related to their profitableness. Therefore,
from the year 1946 until 1985, different forms of taxation of agriculture existed
in that sector, such as: municipal land tax (1946-1950) and land tax (1950-
1984), the size of which depended on the revenue capacity estimated from
1 hectare of arable land.

The basis for taxation in the municipal land tax was the estimated revenue,
expressed in quintals of rye, which covered all benefits from a farm from the
year before the fiscal year. In the period of 1946-1949, the tax rate for individual
farms was diverse — it amounted to 2 to 18% and was growing along with the
growth in the revenue capacity. Simultaneously with this tax, the so-called mate-
rial benefits were collected, therefore, the total burden was high, especially for
large farms, which significantly restricted their development. Such a strong tax
progression was a result of the legislator's intentions, whose goal was to elimi-
nate medium-sized and large agricultural holdings. According to R.I. Dziemian-
owicz, in the period of 1947-1949, as compared to previous years, there was
a significant increase in the tax rate in agriculture, which was a result of the ap-
proximation of estimation standards to the real income. As a result of these ac-
tions, the ratio of the amount of land tax to pure agricultural production in-
creased from 4% in 1947 to 10.2% in 1949°.

In the case of land tax, introduced by the Act of 19507, the tax basis was the
total output of agricultural farms expressed in zlotys, both from plant produc-
tion, as well as animal production (also from special agricultural production
branches). This tax was assessed according to a fixed or flexible tax rate, given

* R. Wierzba, Finanse przedsiebiorstw rolnych (Finances of agricultural companies), PWE,
Warsaw 1988, p. 114.

> A. Wo$, Ekonomiczne narzedzia sterowania rolnictwem (Economic tools of agriculture
control), PWN, Warsaw 1985, p. 139.

® RI. Dzimianowicz, Efektywnos¢ opodatkowania rolnictwa (Efficiency of agriculture
taxation), Publishing House of the Biatystok University, Warsaw 2007, p. 283.

" Act on Land Tax, Journal of Laws Dz.U. No. 27, item 50.
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that the flexible rate, with its upper limit amounting to 25%, applied to individu-
al agricultural holdings, while state farms were covered by the fixed rate in the
amount of 10%. Reliefs on children were also applied. Like in the previous peri-
od, this tax was progressive and burdened mainly large farms, which virtually
restricted their development possibilities®. The land tax in force in 1950-1956
implemented the intentions of the previous period, aimed at transforming the
agricultural structure in Poland, and led to economic decline of large, highly
productive agricultural farms.

In the subsequent years (1957-1971), this tax was altered many times, as
aresult of strong criticism of collective forms of management and the need to
increase agricultural production. The main directions of changes included,
among others, mitigation of progression (reduction in the highest land tax rates),
introduction of instruments stimulating growth in agricultural production (reliefs
and exemptions addressed to farms with lower quality soil) and agricultural in-
vestments (investment reliefs).

The largest changes occurred in 1972 and related to the tax basis, which, af-
ter the alterations, was the estimated income of a farm and the area of arable
land expressed in hectares and comparative fiscal hectares. Tax rates for the tax
basis calculated according to income were expressed as a percentage, while for
the tax basis calculated according to the surface area — as an amount. Such a so-
lution favoured small agricultural holdings, which paid the tax calculated ac-
cording to the lowest tax rate and did not pay one of the two parts of this tax, the
so-called specific part. Introduction of new solutions was supposed to alleviate
the differences occurring in income taxation for agricultural holdings, especially
between large and small farms. The new tax structure clearly strengthened the
disproportions between the amount of the paid tax and the amount of actual in-
come, which, in consequence, resulted in a systematic reduction in the ratio of
land tax to pure production.

The previous considerations indicate that the discussed taxes did not execute
their basic functions. It was emphasised by E. Chyrza, who noticed that the agri-
cultural tax in force before 1985, due to relatively low assessment and defective
structure, did not realise the tasks of this instrument, especially its stimulating
and regulatory function’. It was also emphasised by R. Wierzba, who noticed the

8 A. Hanusz, Polityka podatkowa w zakresie réznicowania obcigzer dochodéw rolniczych
w Polsce (Tax policy with regard to differentiation of burdens on agricultural income in
Poland), University of Maria Curie-Sktodowska, Lublin 1996, p. 90.

° E. Chyrza, Regulacyjne i stymulacyjne rozwigzania w  konstrukcji podatku rolnego
(Regulatory and stimulating solutions in the structure of agricultural tax), Annales
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lack of stimulating impact of these taxes and indicated that, in order for the taxes

to serve as a stimuli, a situation, in which purchase prices of agricultural prod-

ucts are high and, at the same time, the taxes are high would be significantly

more beneficial'’. The analyses conducted thereby proved that low prices of ag-

ricultural products lead to low profitability of agricultural production, which

generates a number of problems, such as:

e limited possibilities of taking over part of financial accumulation from farm-
ing,

e lack of possibility of taking over the land rent I and II through the agricultur-
al tax'".

Such a situation limited the possibilities of applying agricultural income tax
and resulted in both negative (subsidising of agriculture by passing the tax to
other social groups and lack of participation of this sector in social economic
costs), as well as positive external effects (lack of taxes was a compensation for
providing benefits to the society in the form of lower market prices).

As a result of the accumulating problems, in the years 1983-1984, a new
concept of agricultural tax appeared, which involved assigning an economic
function to this instrument, which was reflected in a clear — as compared to the
previous period — growth in the burdens related thereto. The legislator intended
to encourage agricultural producers to use the land to the maximum capacity,
stimulate farm modernisation processes, foster growth in agricultural produc-
tion, reduce disproportions in income of the farming population, as well as
standardise tax burdens of all agricultural sectors'>. This tax replaced the nu-
merous burdens functioning in the past, which were diverse in terms of structure
and to a small extent executed the functions assigned thereto in theory.

The agricultural tax was introduced by the Act of 1985" and consisted of two
separate burdens: agricultural land tax and agricultural income tax on special
production types, given that the single taxation principle was in force. The struc-

Universitatis Mariae Curie-Sklodowska, Sectio H, Oeconomia 26, vol. XXVI, 8, Lublin
1992, p. 141.

" R. Wierzba, Finanse... op. cit., p. 115.

" Ibidem op. cit., p. 115.

12D, Jasinska, Podatek rolny i inne obcigzenia rolnictwa indywidualnego w latach 1985-1986
(Agricultural tax and other burdens on individual farming in 1985-1986), Institute of Finance,
Warsaw 1989, p. 5; J.St. Zegar (academic supervision), System podatku rolnego (Zarys
koncepcji) (Agricultural Tax System (Outline of the concept)), IAFE, Warsaw 1988, p. 3,
R. Wierzba, Finanse... op. cit., p. 121.

B dct on Agricultural Tax, Journal of Laws Dz.U. of 1984, No. 52, item 268. Act of 15
November 1984
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ture of agricultural land tax was linear, meaning that each hectare of land located
in a given tax region had the same tax burden. The basis for land taxation was
the number of reference hectares agreed on the basis of the surface area, types,
classes of arable lands, as well as location in one of the four tax regions. The
statutory agricultural tax rate, in the amount of 2.5 quintals of rye per 1 compar-
ative fiscal hectare (introduced in 1990) was reached gradually, from the rate of
1.5 quintals of rye in 1995, through 2 quintals of rye in 1986. The adopted taxa-
tion method resulted in relative reduction in the tax burden of commercial farms
with high production of goods, as well as increase in the tax burden of small ag-
ricultural holdings. Such a solution was intended by the legislator, and was sup-
posed to promote both production growth per 1 hectare, as well as improvement
in the area structure'®. The second part of the agricultural tax was income tax
from special production types. The basis for this tax was the income, calculated
on the basis of approximate standards from a given crop area or livestock units.
Applying the estimation method to determination of the amount of income was
aimed at developing economic incentives, encouraging agricultural producers to
reduce production costs and increase production volume from an area unit.
Farms could also choose the method of income assessment, between the estima-
tion method and the accounting method, in which the actual income was calcu-
lated on the basis of accounting records. In 1992, income from special produc-
tion types was excluded from the Act on Agricultural Tax and included in the
Act on Income Tax.

To sum up the above considerations, it should be noted that agricultural
holdings underwent a number of changes with regard to taxation of their activi-
ties, starting from material benefits (before 1945), through property (land) taxes
(in 1945-1946), and then various income structures (estimated) (in 1947-1972),
as well as income and property structures (since 1972 until now). However, it is
significant for further analysis that none of these structures takes account of the
actual agricultural income of a farm or the actual revenue. One of the main rea-
sons for accepting such solutions was the lack of accounting records in agricul-
tural holdings, which would allow for calculating tax on the basis of real data.
This is the case even today. Furthermore, agricultural taxes burdened agricultur-
al holdings to a small degree. Considering the weight of tax burdens, the subject
literature distinguishes several periods in the evolution of the taxation system for

" E. Chyrza, Regulacyjne i stymulacyjne rozwigzania. .. op. cit. p. 142.
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agriculture’®, which can be divided into: periods of relatively low tax burdens
(1945-1949; 1957-1962; 1963-1983, 1984-1989); the period of excessive taxes
for the group of large farms (1950-1956), as well as the period of high taxes on
special agriculture production types (1984-1989). The limited possibilities of
realisation of economic and social purposes by means of the concerned tax
structures also create doubts. The literature review indicates that taxes were used
mainly to change the area structure of farms and transform the structure of
Polish agriculture, while at the same time executing fiscal and redistribution
goals to a small extent.

The above considerations suggest that the lack of fiscal solutions based on
income of individual agricultural farms in Poland is conditioned historically, as
a derivative of the role of agriculture in the economy, the policy of the state to-
wards this sector, as well as implementation of the basic functions of the state by
means of taxes.

1.2. Review of the binding regulations regarding income tax in agriculture —
the agricultural tax and the tax on special types of agricultural production

1.2.1. Agricultural tax

Agricultural tax is the most important tax burden of Polish agricultural farms,
which survived the structural transformation and has functioned in a practically
unchanged form since 1985 until the present day. Its structure, despite numerous
amendments of the act, has been modified only to a small extent, which will be
discussed in more detail in this part of the study. Any changes in the agricultural
tax were aimed at more complete usage of this instrument in the implementation
of its basic functions, as well as at optimisation of tax burdens.

The agricultural tax was introduced by the Act of 15 November 1994'°. The
structure of this tax was based on the natural criterion, namely the farm area, or

5 R. Dziemianowicz, Efektywnosé¢ systemu..., p. 277, E. Grzelak, Polityka agrarna PRL
(Agrarian policy of the People's Republic of Poland), PWN, Warsaw 1980, p. 265, W. J.
Ciechomski, Interwencjonizm panstwowy w  rolnictwie i obrocie rolnym (State
interventionism in agriculture and trade of agricultural goods), University of Economics in
Poznan, Poznan 1997, p. 106. .

' dct of 15 November 1994 on Agricultural Tax (Journal of Laws Dz.U. of 1993, No. 94,
item 431, as amended).
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rather its conventional unit — comparative fiscal hectare. According to M. Pod-
stawka'’, it reflects the utility value of agricultural land.

Significant changes in the structure of this tax have been adopted in 2003 and
related to the subject of taxation. Until 2003, the land of the farm constituted the
subject of taxation'®, while land classified as agricultural, but not constituting
a farm, as defined by the Act, were covered by property tax. Provisions of the
Act of 2003 introduced the requirement of taxing all arable land under agricul-
tural tax, regardless of the surface area, profitability and location. This provision
was favourable for large farm owners not meeting the criterion of the area
standard, who had been previously obliged to pay high property taxes. The taxa-
tion was based on the amount of comparative fiscal hectares, which was sup-
posed to reflect potential possibilities of generating income from a farm, which
is determined by such structural elements as surface area, type and class of land,
as well as tax region. Such assumption was criticised by R. Mastalski, who be-
lieved that it was impossible to determine on the basis of these factors to what
extent the estimated income reflected the actual farm income'®. On the other
hand, M. Podstawka added that the comparative fiscal hectare, despite the fact
that it enables determination of utility value of agricultural land, is hardly pre-
cise, contains only one profit-making equipment element of a farm, and is not
very accurate in characterising income possibilities of a farm®. Therefore, the
agricultural tax is classified by some economists as tax related directly to real
estate’’. They believe that it is reflected in the manner of its calculation, namely
adopting the area of arable land as the basis for its collection and using mainly
quota rates, in the amount of 2.5 quintals of rye per 1 comparative fiscal hectare
of the area of agricultural farms, and in the case of land not constituting a farm —

7 M. Podstawka, Ocena ekonomicznych zasad wymiaru podatku rolnego w Polsce
(Assessment of economic principles of the assessment of agricultural tax in Poland), Wie$
i Rolnictwo (Countryside and Agriculture) no. 2/1994, Warsaw 1994, p. 43.

'8 An agricultural holding was an area of arable land, land under ponds and under buildings
related to management of a farm, with the total area exceeding 1 ha or with a surface of the
arable land exceeding 1 comparative fiscal hectare, owned by or being in possession of
natural and legal persons, as well as organisational units without legal personality.

19 R. Mastalski, Prawo podatkowe Il — cze$¢ szczeglowa (Tax Law II — detailed part), C.H.
Beck Publishing House, Warsaw 1996, p. 237.

2 M. Podstawka, Podatek rolny jako instrument interwencjonizmu rolniczego (Agricultural
tax as an instrument of agricultural interventionism), Wie$ i Rolnictwo (Countryside and
Agriculture), no. 1/1994, Warsaw 1994, p. 36.

2P, Felis, Funkcja fiskalna i spoleczna w powierzchniowym systemie opodatkowania
nieruchomosci na przykladzie gmin w Polsce (Fiscal and social function in the surface
property tax system on the example of gminas in Poland), Gospodarka Narodowa (National
Economy) no. 3 (277), Warsaw 2015, p. 134.

17



the equivalent of 5 quintals of rye per 1 physical ha, calculated according to aver-
age purchase price of rye for the first three quarters preceding the given fiscal year.

Furthermore, adopting profitability of rye prices from the last 3 quarters pre-
ceding the fiscal year as the basis for calculating is a solution that currently does
not allow for linking profitability of a farm directly with the tax amount. Cur-
rently, rye should be regarded as a historical measure, since it constitutes ca.
13% in the structure of cereal crops® and its share decreases each year, which
confirms that it is not a measurable determinant of profitability of agricultural
holdings, and therefore does not allow for adjusting the amount of tax to the fi-
nancial capacity of the taxpayer. Such structure indicates the lack of connection
between this tax and the actual income of a farm, as well as the fact that it is
based on quantitative criteria, rather than criteria relating to value. However, it
should be noted that the legislator, adopting the price of rye as the tax calcula-
tion basis, assumed that such a structure (more noticeable for weak farms, char-
acterised by low productivity and generating income) will contribute to the
change of the area structure of farms, which was a desired solution at the time.
From the point of view of the tax system, adopting rye prices as the basis for tax
calculations was unfavourable, since it did not guarantee stable budgetary in-
come. Currently, this solution requires a fundamental transformation, especially
since the price of rye for the agricultural tax may be decreased each year by the
Councils of Gminas.

This situation creates a number of subsequent problems, such as: the amount
of support granted to agricultural farms in the form of reduction in the top rates
of taxes, reliefs and tax exemptions, etc. Application of these instruments causes
substantial loss of income under agricultural tax, which can be seen in Table 1.

In 2008-2009, reduction in revenues from agricultural tax, resulting from re-
duction in the top rates of this tax, amounted to ca. PLN 430-500 million. In
2010-2011, this support was significantly reduced, to the level of PLN 40 mil-
lion in 2010, and less than PLN 80 million in 2011. In the subsequent years, the
losses of gminas related thereto amounted from ca. PLN 460 million in 2014 to
more than PLN 650 million in 2012-2013. Such a situation is reflected in instability
of inflows under agricultural tax to the budgets of gminas, which in consequence
may limit the funds for development of infrastructure and the local community.

It is also worth emphasising that the amount of aid granted to agriculture in
the form of tax rates lower than the maximum amount amounted to ca. 63% of
total aid granted in 2010, and in 2012-2014 — ca. 96%. In 2013, the highest loss-

22 Statistical yearbook 2012, GUS.
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es of revenue under the applied reductions was recorded in rural gminas (ca.
PLN 451 million, which amounted to ca. 70% of total lost revenue on account of
agricultural tax) and urban-rural gminas (ca. PLN 192 million). Municipal gmi-
nas lost ca. 7.9 million due to reduction in agricultural tax rates, which amount-
ed only to 1.2% of total lost revenue on account of agricultural tax.

Table 1
The amount of aid granted to farms in the form of reliefs and exemptions, reduction in the top
rates of tax, remission, division into instalments and postponement in the years 2008-2014

Specification/Year 2008 2009 2010 2011 2012 2013 2014

Amount of granted aid (in
%)
Value of aid granted (in
PLN thousand)

44.1 37.7 6.4 8.9 42.4 403 293

531109 | 458340 | 62526 | 93524 | 714578 | 670072 | 483 660

Reductions in the top tax
rates 496421 | 432216 | 39377 | 77540 | 689780 | 651631 | 465561
(in PLN thousand)

Source: Prepared by J. Pawlowska-Tyszko on the basis of annual reports on implementation
of the budgets of gminas in 2008-2014.

Such high diversity of the amount of the granted aid results, among others,
from major fluctuations in rye prices, which are directly reflected in the amount
of agricultural tax rate. Significant differences in rate amounts could be ob-
served between 2010 and 2013, when the rate, in the nominal perspective, in-
creased over two times (from the level of ca. PLN 85 in 2010 to ca. PLN 185 in
2012 and ca. PLN 190 in 2013). Stabilisation of agricultural tax rate takes place
with the use of reductions in rye prices. However, gminas stabilise the rate of
this tax only to a small extent. The analysis of the data of the Ministry of Fi-
nance™ suggests that, with relatively low average price of rye fixed by the Cen-
tral Statistical Office (GUS), reductions in gminas are also small. For instance,
in 2010, gminas reduced the rate only by 2.7%, while in 2012, when the pur-
chase price of rye dramatically increased as compared to the previous year, gmi-
nas reduced the rate on average by 26.4%.

About 40% of the Polish gminas benefited from the privilege of lowering tax
rates in 2011, and in 2013 approximately 77% of gminas. On the one hand, such
a situation smoothes out the average rate, while on the other hand, it also reduc-

» Preferencje podatkowe w Polsce (Tax preferences in Poland) no. 5, Ministry of Finance,
Warsaw 2014.
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es budgetary income. This was evident particularly in the years 2008, 2009,
2012 and 2013, when the average rate amounted to about 70% of the maximum
rate (Figure 1).

Figure 1
The maximum and average agricultural tax rate in 2008-2013 (in PLN)
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Source: J. Pawlowska-Tyszko on the basis of data of the Minister of Finance for 2012-2013.

The changes, which came into force on 1 October 2013 and have been bind-
ing since 2014, might have positive impact on reduction in fluctuations of the
amount of inflows from agricultural tax**, and apply to the principles of deter-
mining the amount of agricultural tax. Until the end of 2013, the equivalent of
2.5 quintals of rye was calculated according to the average of 3 quarters preced-
ing the fiscal year. Currently, pursuant to the new provisions, the average from
11 quarters preceding the fiscal year is used for calculations. The introduced
change will reduce large fluctuations in the tax rate level, although it will not
remove the low correlation between rye prices and profitability of agriculture®.
It was explained by R. Dowgier, who believes that the defect of the present sys-
tem is making profitability of a farm dependent upon productivity of one prod-
uct®. However, fluctuations in purchase prices of rye over the last several years
(particularly between 2010 and the subsequent years) show that the new legal
regulation may considerably and noticeably reduce the agricultural tax rate.

The numerous issues raised in this study regarding agricultural tax have to
include the issue of participation of the rural environment and agriculture in the
public finance system. The data presented on Figure 2 suggest that, in the exam-

2 Act of 10 May 2013 amending the Act on Agricultural Tax (Journal of Laws Dz.U. of 2013,
item 660)

2 L. Goraj, J. Naneman, M. Zagérski, Uwarunkowania i konsekwencje opodatkowania
rolnictwa w Polsce (Determinants and consequences of agriculture taxation in Poland),
Forum Inicjatyw Rozwojowych (Forum of Development Initiatives), Warsaw 2014, p. 13.
PR, Dowgier et al., Reforma podatkow majgtkowych (Property tax reform), ABC Publishing
House, Warsaw 2004, p. 146.
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ined period, the significance of agricultural tax in the financial contribution sys-
tem of local administration has decreased. Even though from 2008 to 2009, as
well as in the period of 2012-2014, an improvement in the analysed relations can
be observed, they still remained at a level different than the level in 2003-2004.
Decrease in the importance of this tax may be one of the symptoms of restricting
financial independence of gminas. Deterioration of the income potential of gmi-
nas, resulting from the process of decreasing fiscal efficiency of local income
sources, may be a serious threat to performance of socio-economic tasks and
goals in the local economy system. Furthermore, the present form of agricultural
tax fails to perform not only its role of collecting public revenue, but above all,
also the redistribution function. The research conducted by our team clearly in-
dicates that relatively the greatest agricultural tax burden occurs in the case of
small and medium farms, and their share in income is reduced along with the
growth in the surface area (Figure 2). It is confirmed also by the research carried
out by other researchers dealing with this issue’’. Such a situation results in the
fact that the agricultural tax, instead of alleviating social inequalities, privileges
the largest, more effective farms, which obtain additional financial benefits on
account of non-taxation of additional income.

Figure 2
The significance of agricultural tax in gminas in the period of 2003-2014 (in %)
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=== chare of agricultural tax in own income of gmimas

== share of agricultuial tax in total income of gminas

Source: prepared by Joanna Pawlowska-Tyszko on the basis of Reports on implementation of
budgets of local government units in the period of 2003-2014.

2T R. Przygodzka, Fiskalne instrumenty wspierania rozwoju rolnictwa — przyczyny
stosowania, mechanizmy i skutki (Fiscal instruments supporting development of agriculture —
reasons of application, mechanisms and effects), Publishing House of the Bialystok
University, Biatystok 2006, p. 234.
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The characteristic feature of agricultural tax is its strong connection with lo-
cal government units, by supplying their budgets. In the years 2008-2014, this
tax accounted for, on average, ca. 2% of income of all gminas. Ca. 64% of in-
flows of its global amount was received by rural gminas, 33% by urban-rural
gminas, and only 3% by municipal gminas. The data indicates that the agricul-
tural tax is not a significant component of budgetary income of gminas. In spite
of the fact that a considerable part of agricultural tax was provided to rural gmi-
nas, its share in the income of these gminas was small and, in the examined pe-
riod, amounted from 5.6 to 7.5%. The small share of this tax in the income indi-
cates its minute importance in investment decisions of gminas. Furthermore,
high variability of inflows on this account, unusual in any other tax, may deepen
this problem. Currently, there are no statutory solutions, which would eliminate
these problems.

The issue of large fluctuations of rye prices and the accompanying changes
in the top tax rates intensifies the problem of the lack of relationship between the
amount of the paid agricultural tax and the profitability of farms. The FADN
data suggest that the ratio of agricultural tax to the family farm income was
small and, in the analysed years, amounted to on average 5%. Meanwhile, for
the agricultural tax to realise its basic functions, it should constitute approxi-
mately 8-10% of farmers' income, since only then its proper weight is achieved.
Another problem (mentioned above) is the lack of relationship between the
amount of agricultural tax and the economic size of farms. It turns out that the
burdens for small farms are much higher than for average-sized and large farms,
which proves the regressive character of this tax. For instance, in 2012 relatively
the largest burdens were encountered in the case of farms with the weakest eco-
nomic strength (ca. 6%), while the smallest burdens — in very large farms (ca.
0.5%) (Figure 3). Furthermore, the burdens for agricultural farms are not perma-
nent and change with time. In 2009, the ratio of agricultural tax to family farm
income was two times higher than in 2010 and 2011, whereas incomes of farms
in 2010 and 2011 were two times higher than in 2009. This lack of correlation
between agricultural tax and income indicates the need to introduce fundamental
changes in the taxation system for agriculture.
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Figure 3
The ratio of agricultural tax to family farm income, according to the economic size classes of
farms in 2008-2012 (%)
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Source: prepared by Joanna Pawlowska-Tyszko on the basis of FADN data for 2008-2012.

In the present taxation system for agriculture, the operating mechanisms of
investment reliefs are also a cause of concerns. They do not perform their due
role, owing to the fact that the amounts disbursed on investment activities are
much higher than the currently paid agricultural tax. This means that an average
farmer undertaking investments has presently no possibility of deducting 25% of
investment expenses within the statutory 15 years. The lack of possibility of ap-
plying this provision in practice results in the fact that this relief does not fulfil
its due function, and hence this provision requires changes.

A multi-criteria assessment of the present agricultural tax structure is, how-
ever, ambiguous (Table 2). The numerous structural elements having negative
impact on implementation of specific goals also include solutions that foster in-
crease in competitiveness of farms, by giving them the possibility of increasing
their income, or foster its sustainable development. However, it should be em-
phasised that the present solutions are unfavourable for improvement of the state
of public finance, limit structural transformations and undertaking investment —
innovative activities, and therefore limit development of farms and making of
rational economic decisions, thus slowing down the economic growth.
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Table 2

Multi-criteria assessment of agricultural tax

Assess-

Criterion Comments
ment*
Macro level
Generating income to the | Negative Fiscal effectiveness of agricultural tax is relatively low. The prob-
central budget lem is made more severe by instability of tax rates, use of reliefs,
reductions and exemptions.
Generating  administra- | Positive An undeniable advantage of the present agricultural tax structure is
tive and operational costs its simplicity of calculation, and therefore lack of impact of its
elements on increasing the costs of assessment and collection.
Thus, the structure does not limit the possibilities of income
growth.
Sectoral level
Structural transfor- | Negative A small number of reliefs in the system and lack of possibility to
mations use them (investment relief). Lack of correlation between the ap-
plied tax reliefs, exemptions and reductions and the structural
transformations.
Increase in the share of | Negative Lack of applied agricultural tax reliefs limits undertaking innova-
agriculture in the GDP tive activities, increase in investments and increase in production
efficiency.
Development of com- | Positive Some farming activities achieve tax benefits constituting a form of
petitive advantage of the tax expenditures.
agricultural sector
Micro level
Tax convenience Positive e Simple and convenient manner of tax calculation and collec-
tion
e Lack of possibility to avoid paying the tax in the case of unfa-
vourable macroeconomic situation, decrease in profitability of
a farm.
e Lack of registering and reporting obligations.
Rationality of economic | Negative Lack of possibility to make rational decisions due to the lack of
decisions obligation of keeping records of purchases. Lack of possibility of
tax management.
Economic-financial —ef- | Negative Lack of correlation between the decisions made and the economic
fectiveness output of a farm, as a result of the lack of records of economic
events.
The tax paid regardless of the achieved financial output (even
when the farmer suffers loss).
Environmental effective- | Negative Lack of reliefs, exemptions, environmental inclusions.
ness Low amount of tax may induce intensification and growth in pro-
duction efficiency.
Distortion of economic | Positive The agricultural tax does not lead to changes in behaviours of enti-
relations (at the micro ties, re-allocation of resources, or adverse impact on the income
level) effect.
Linking with the social | Negative No linkages with the KRUS system. It is not possible to deduct

and  health
system

insurance

social insurance premiums from income/tax.

Explanation: *assessment scale: positive, neutral, negative, difficult to determine.
Sources: prepared by Joanna Pawlowska-Tyszko.
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The presented overview (Table 2) indicates that the agricultural tax in Poland
is a historical tax, which has not so far (apart from minor changes) undergone
a thorough reform. Therefore, many representatives of science, practitioners and
entrepreneurs indicate the need for this reform. Among others, K. Wdjtowicz
points out that the structure of this type of taxes does not meet the contemporary
requirements of the market economy®. P. Felis adds that the outdated and non-
-flexible formula of calculation of property taxes, such as the agricultural tax,
makes it impossible to implement fiscal and non-fiscal objectives®. M. Forfa
also notices that the agricultural tax hinders movement of workers to other
economy sectors, delays the process of expanding agricultural farms, hinders the
equalisation of economic and natural farming conditions, as well as is not con-
nected to the economic output of a farm®’. According to L. Goraj and the co-
-authors, such a strong distinctness of fiscal principles may be (and usually is)
treated as a privilege’'. It was also noticed by M. Grabowski’*, who emphasised
that excluding income from agricultural activities, due to the fact that they are
not subject to other income taxation, does not constitute an element of a tax
standard, and thus such a solution should be treated as a privilege. The common
criticism of agricultural tax and the lack of implementation of basic functions
with its help should be the basis for development of other fiscal solutions in ag-
riculture, corresponding to the contemporary circumstances.

1.2.2. Income tax on special types of agricultural production

Income tax on special types of agricultural production constitutes a specific
form in the income tax system in Poland. The sources of this form of taxation
should be found by analysing the origin of tax burdens of income of natural per-
sons. Taxation of the results of economic activity of natural persons, specifica-

B K. Wojtowicz, Analiza potencjalnych skutkéw reformy systemu opodatkowania

nieruchomosci w Polsce (Analysis of potential effects of the reform of the property tax system
in Poland) [in:] Finanse publiczne (Public finance) (academic supervision by A. Pomorska),
University of Maria Curie-Sktodowska, Lublin 2006, p. 260.

¥ P. Felis, Konsekwencje reformy systemu podatkéw od nieruchomosci w Polsce
(Consequences of the reform of the property tax system in Poland) [in:] Konsekwencje zmiany
obcigzen podatkowych w Polsce (Consequences of changes in the tax burdens in Poland)
(academic supervision by J. Gluchowski, K. Piotrowska-Marczak, J. Fila, Dyfin, Warsaw
2013, p. 150.

39 M. Forfa, Podatek rolny a rozwdj gospodarstw rolnych (Agricultural tax and development
of agricultural holdings), Zeszyty Naukowe (Academic Journals) of Warsaw University of
Life Sciences no. 89, Warsaw 2011.

ST, Goraj, J. Naneman, M. Zagorski, Uwarunkowania i konsekwencje..., p. 15.

32 M. Grabowski, Preferencje podatkowe w Polsce (Tax preferences in Poland), Ministry of
Finance, Warsaw 2010, p. 14.
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tion of the amount and scope of taxation, has been a significant challenge (actu-
ally already since the ancient times) for treasury systems”. Although the first
attempts at introducing income taxes in Poland were outlined at the end of the
16th century by Andrzej Frycz Modrzewski, specification of these postulates
took place no sooner than in 1920, when both the income tax, as well as the
property tax were introduced (as already mentioned). It is worth noting that the
contemporary income tax covered also agricultural holdings (the basis for de-
termination of income was the farm size, as well as the location of the farm, cor-
related with the natural conditions, determining profitability of the farm). As
stated by G. Szczodrowski**, the tax system existing in Poland in the command-
and-quota economy (until 1989) included four different subsystems, addressed
to: socialised economy, non-agricultural non-socialised economy, agricultural
non-socialised economy.

The burdens affecting companies obtaining small revenues and tax income
could constitute a certain prototype for the income tax on special production
types. These entities, as taxpayers, as pointed out by Szczodrowski, were
obliged to jointly pay sales tax and income tax. The basis for estimation of the
amount of turnover and income constituted the so-called "external signs" (e.g.
number of employees, location of the establishment, or type of operations)*”.

Personal income tax (PIT), introduced in 1992, underwent substantial evolu-
tion, covering not only the rates and thresholds, but also the subjective scope
(including the essential definition of the taxpayer), as well as the material
scope’®. Although the agricultural tax was introduced in 1982, only the tax re-
form in the early 1990s created the possibility to include under the income tax
only a certain specialised area of agricultural activities, slightly related to land as
a production factor (such as in vitro greenhouse cultivations). Changes were jus-
tified by the need for creating a global (unitary) system, i.e. taxing income with-
out distinguishing its category between the sources of origin. Table 3 presents
a general diagram of calculations of due personal income tax. Income from spe-

33 Certain forms resembling headage tax were used even in the ancient times, e.g. in Greece or
Rome. However, as analysed by J. Kulicki, personal income tax, in the form similar to the
contemporary one, appeared in the late 18th century in England. The circumstances of
introducing levies, at least similar in terms of structure to the current PIT (e.g. in France or in
the United States), usually involve the necessity for financing of war expenses from the
central budget of the state. J. Kulicki, Rozwdj podatku dochodowego w Polsce (Development
of income tax in Poland), Analyses of the Office for Parliament Studies, no. 6 (50), 5 April
2011, p. 1-20.

3* G. Szczodrowski, Polski system podatkowy (Polish tax system), Polish Scientific Publishers
PWN, Warsaw 2007, p. 59.

33 Ibidem, p. 62.

38 J. Ickiewicz, Obcigzenia fiskalne..., op. cit., p. 92.
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cial types of agricultural production may constitute one of the sources of tax
revenue. A. Milewska®’ particularises that "(...) with regard to selecting the es-
timated income standards as an option of determining the taxable income, the
tax is calculated according to a progressive tax scale and is not connected to the
actual income obtained from this activity".

Table 3
Diagram of determining personal income tax
Indication Tax category
(1) Income sources:
(a) official employment relationship, co-operative employment relationship, work
contract,

(b) non-agricultural business operations,
(c) operations performed in person,
(d) the remaining sources (including special types of agricultural production)

(2) Costs of income generation
(3)=(1)—(2) Income before deductions
(4) Deductibles from income on account of:

(a) insurance premiums,
(b) donations, pensions,
(c) rehabilitative expenses,
(d) investment expenses

(5)=(3)(4) Income taxable according to a progressive tax scale
(6) = (5) x tax rate Input tax
(7) Tax reductions on account of:

(a) purchased rights to housing and repair relief,

(b) relief on children

(8) = (6)—(7) Statutory amount of tax reduction

(9) = (6)—(7)—(8) Output tax

Source: J. Kulawik, P-Y. Lelong, J. Pawlowska-Tyszko (ed.), M. Soliwoda, Systemy podatko-
we w krajach Unii Europejskiej (Tax Systems in the EU Member States), IAFE-NRI, Warsaw
2013, p. 74 (adaptation of the scheme: J. Ickiewicz, Obcigzenia fiskalne przedsigbiorstw (Fi-
scal burdens of enterprises), PWE Warsaw, 2010, p. 95).

Polish taxation law™® uses a definition of "agricultural activities" formulated
specifically for fiscal purposes™. According to Article 2 (2) of the Act on Per-
sonal Income Tax, these "refer to activities consisting in the production of un-

A Milewska, Podatek dochodowy z dzialow specjalnych w swietle obowigzujgcych przepisow
prawnych (Income tax from special production sections in the light of the binding legal regulations),
Zeszyty Naukowe (Academic Journals) of the Warsaw University of Life Sciences. Ekonomika
i Organizacja Gospodarki Zywnosciowej (Economics and Organisation of Food Economy), 2011, no.
94, p. 111.

8 det of 26 July 1991 on Personal Income Tax (Journal of Laws Dz.U. of 1991, no. 80, item 350, as
amended), hereinafter: PIT Act.

3 The Polish legislation does not have a uniform definition of "agricultural activity", which would
definitely be useful (e.g. from the point of view of insurance law and, in general, legislation
concerning shaping of the agricultural structure).
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processed (natural) plant or animal products based on own crops, breeding or
rearing, also including seed gain, nursery plants, breeding and reproductive ma-
terial, outdoor, greenhouse and grown under plastic market gardening, cultiva-
tion of ornamental plants, mushrooms and fruit growing, breeding and the pro-
duction of animals, birds and working insects breeding material, industrial and
farmed animal production, breeding of fish, as well as the activities, in which the
minimum periods of keeping the purchased animals and plants, during their bio-
logical growth...". Special types include, above all, specialist, usually highly in-
tensive, forms of generating revenue. Article 2 (3) narrowed the scope of the
definition to "crops grown in greenhouses and in heated plastic tunnels, the cul-
tivation of mushrooms, their mycelium and "in vitro" plants, farmed rearing and
breeding of slaughter and laying poultry, poultry hatcheries, breeding and rear-
ing of fur and laboratory animals, breeding and rearing of earthworms, ento-
mophagies and silkworms, keeping apiaries, rearing and breeding of other ani-
mals outside agricultural holding". Another provision (paragraph 3a) states that
a specific kind of production may be treated as a special type provided that the
threshold volume has been exceeded (stated in Appendix to the PIT Act).
R. Dziemianowicz believes that income tax from special production types re-
sults from a certain specific nature of some types of production: more precisely,
the lack of correlation between the obtained production output and the natural
conditions (mainly soil and climate conditions)*’. This view is essentially indis-
putable, since the reason that convinced the legislator to introduce the simplifi-
cation (similar to some solutions addressed to the agricultural sector in some Eu-
ropean countries) was probably the marginal role of soil — as a production factor
for some forms of plant or animal production. On the other hand, J. Bieluk ex-
presses an opinion that the structure of the term "special production types" itself
has become significantly narrower although the following criteria were still
borne in mind: profitability, great amount of work and funds, as well as small
correlation with soil and approximation of some kinds of activities to non-
agricultural activities"*'.

Table 4 presents selected changes concerning transformations of income tax
from special production types in Poland.

“ R.I. Dziemianowicz, Efektywnosé¢ systemu opodatkowania rolnictwa (Efficiency of the
agricultural tax system), Publishing House of the Biatystok University, Biatystok 2007,
p. 301.

*J. Bieluk, Dzialy specjalne produkcji rolnej. Problemy prawne (Special types of
agricultural production. Legal issues), Temida 2 Publishing House, Biatystok 2013, p. 150.
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Table 4

Changes in regulations concerning income tax on special production types

Year * Change Comments

1991 Introduction of the Act on Personal Income Tax. Simplification of the previously
complicated taxation system for
natural persons

2000 Transfer of the list of special production sections to the | Higher legibility of acts concerning
PIT Act the tax law.

2002 Qualification, by way of a Regulation (of the Minister of | In 2002, transfer of the list of spe-
Finance with the Minister of Agriculture), of specific | cial production types from the Reg-
forms of crops, rearing and breeding as "special produc- | ulation to the PIT Act.
tion sections", owing to production scale (volume).

2015 The obligation to keep accounting books in the case of | It will be in effect since 1.01.2016
revenues equivalent to at least EUR 1.2 million obtained | (however, the provision raises
by taxpayers dealing with special types of agricultural | doubts concerning practical imple-
production (amendment of Article 15 (2) of the PIT Act - | mentation).
coming into force of the Act of 9 April 2015 amending
the Act on Personal Income Tax and certain other acts
(Journal of Laws Dz.U. of 2015, item 699).

Explanation: * references to legal acts in the literature source (below).

Source: prepared on the basis of legal acts, J. Bieluk, Dzialy specjalne produkcji rolnej.
Problemy prawne (Special types of agricultural production. Legal issues), Temida 2 Publish-
ing House, Bialystok 2013.

It is worth emphasising, following, above all, legal practitioners, e.g. J. Bie-
luk, that the definition of "special production sections" itself, although logically
should be contained within the definition of "agricultural activity", is substan-
tially ambiguous and raises doubts even among tax authorities. It thus seems
necessary to diagnose and repair any difficulties resulting from inaccurate defi-
nition apparatus, as well as from limitation of the "accidence" and excessive nar-
rowing during classification of some forms of activity as special production
types. A good example here can be, for instance, a very narrow bird list (lacking
such birds as ostriches and quails), limited to popular species of poultry.

Table 5 distinguishes the most significant selected estimation standards of
income from special types of production, taking into account economic signifi-
cance of particular forms in the Polish agricultural sector. The amounts assigned
to individual estimation standards of annual income for cultivations and produc-
tions distinguished in the list of the Regulation of the Minister of Finance are
indexed every year on the basis of "price growth ratio of commodity-based agri-
cultural production", announced by the President of the Central Statistical Of-
fice. Essentially, the estimation standard for 1 unit of chicken (poultry) does not
change, but the burdens calculated on the basis of estimation standards for most
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cultivations and productions increased by at least 25% within just four fiscal
years. This may encourage some farmers to use more in-depth tax records, con-
stituting the basis for decisions regarding tax optimisation.

Table 5
Examples of estimation standards for income from special types of agricultural production
Item* Types of cultivations and Unit of cultivation Estimation stand- Amendment
productions area or types of pro- ard of annual in- 2014/2010
duction come (2010=100.0)
2010 2014
1 Cultivations in heated greenhouses, above 25 m™:
a) decorative plants 1 m? 9.65 12.19 126.3
2 Itivations i -h
Cultivations in non eate;i L m? 291 279 126.2
greenhouses, above 25 m
3 Cultivations in heated plastic tunnels, above 50 m’:
a) decorative plants 1 m’ 7.19 9.08 126.3
4 Cultivations of mushrooms
and their mycelia - above 25 1 m? 4.15 5.23 126.0
m? of crop area
5 Slaughter poultry - more than 100 units:
a) chickens 1 unit 0.12 0.16 1333
6 Laying poultry, above 80 units:
a.) laying hens (in a reproduc- 1 unit 274 346 126.3
tive herd)
b) meat hens (in a reproductive 1 unit 230 290 126.1
herd)
f) hens (production of table | unit 201 )54 126.4
eggs)
7 Poultry hatching:
a) chickens 1 unit 0.01 0.01 100.0
11 Apiary, above 80 families 1 family 335 3.48 103.9
12 In vitro plant cultivations - | m? 165.69 209,14 126.2
surface area of shelves
15 Breeding and raising of other animals outside the farm, e.g.:
a) cows, above 5 heads 1 head 276.12 348.52 126.2
b) calves, above 10 heads 1 head 57.99 73.21 126.2
c) slaughter cattle, above 10
heads (except for fattening 1 head 30.36 38.31 126.2
cattle)
f i 1
d) fattening cattle, above 50 | head 34.52 43.58 126.2
heads

Explanation: * sequence and numbering according to legal sources.
Source: prepared on the basis of data contained in MF regulations to the PIT Act.

Table 6 presents specification concerning collection of income tax on special
types of agricultural production. However, MF data relate to the total number of
taxpayers, whose "income is taxed at the rate of 19%: from non-agricultural
business operations or special types of agricultural production".
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Table 6
Income tax on special agricultural production types — characteristics concerning collection

Specification 2010 2014
Number of taxpayers whose income is taxed at the rate of 19%: on non- 395039 473 954
agricultural business operations or special types of agricultural production
Number of taxpayers, whose income is taxed using the tax scale 24 907 974 24764 126
Taxpayers conducting special types of production: tax rate 19%
Revenue [in PLN thousand] 1391 409 942 719
Tax deductible costs [in PLN thousand] 1317679 883 997
Income [in PLN thousand] 80 765 66316
Loss [in PLN thousand] 7035 7 594
Income from special types of agricultural production (after deducting so- 305 323 383 145
cial security premiums) - when using the tax scale [in PLN thousand]
The share of income from special production types in the overall amount of 0.05 0.06

income - when using the tax scale [%]

Source: prepared on the basis of the data of the Ministry of Finance: Information regarding
personal income tax settlement, Department of Income Taxes, Warsaw (Reports for 2010 and
2014).

The data presented in Table 6 suggest that the income from special types of
agricultural production (after deducting social insurance premiums) constitutes
almost 0.06% of tax revenue (this applies only to taxpayers using the tax scale).
On the other hand, the tax revenue obtained from farmers dealing with special
production types and applying the 19% rate amounted to over 66 000 in 2014,
and was by over 14 000 lower than in 2010. The presented data indicate a mar-
ginal share of inflows from the so-called special production types in the overall
inflows on account of PIT.

Table 7 presents detailed multi-criteria evaluation of income tax on special
production types. From the point of view of the evaluation (taking into consider-
ation the criteria at the macro level), it is worth mentioning the opinion of
R.I. Dziemianowicz, who thought that application of estimation standards for
calculating tax revenue can be treated as a typical tax preference of the tax ex-
penditures type, allowing for a selected (but relatively narrow) group of agricul-
tural producers to achieve tax benefits, undoubtedly at the cost of lower budget-
ary income™.

*2 R.I. Dziemianowicz, Preferencyjne opodatkowanie dochodéw rolnikéw na przykladzie
dzialow specjalnych produkcji rolnej (Preferential taxation of farmers' incomes on the
example of special types of agricultural production), Academic Annuals of the Association of
Agricultural and Agribusiness Economists, 2012, vol. 14, no. 1, p. 124.
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Table 7

Multi-criteria assessment of the previous taxation system for agriculture in Poland: income
tax from special production types

Criterion | Assessment* | Comments
Macro level
Generating income to the | Negative Taxation of income on the basis of estimation standards can be
central budget treated as tax expenditures. Additionally, the tax effectiveness of
the payer of the tax from special production types is relatively
low (see: Dziemianowicz, 2012).
Generating  administra- | Neutral The need for annual update of standards and publications of the
tive and operational costs Regulation of the Minister of Finance.
Sectoral level
Acceleration of structural | Neutral Using only estimation standards (rather than "full" accounting),
changes** lack of reliefs (including investment reliefs), exemptions, suspen-
sions (Bieluk, 2013).
Increase in the share of | Neutral Special types of agricultural production include forms of produc-
agriculture in the GDP tion activity, which are based on innovations and relatively high
capital intensity as compared to production types, in which soil is
the main production factor.
Development of com- | Positive In the case of some agricultural activities, tax benefits are
petitive advantage of the achieved, which are a form of tax expenditures.
agricultural sector
Micro level
Tax convenience Positive e Possibility to choose the form of taxation (convenience for
the taxpayer): settlement according to the actual financial
output, with the use of a tax revenue and expense ledger or
accounting books (in practice, this solution is infrequently
chosen — according to J. Bieluk, on the basis of the data of
the Minister of Finance, in 2008, only 0.5% of farmers tax-
ing income from special production types); or determination
of income in a simplified manner, using estimation standards
(Bieluk, 2013; Bieluk, 2015).
e Lack of possibility of introducing changes in tax revenue
statements in the case of unfavourable macroeconomic situa-
tion (see: Wiodarz, 2009).
e Not very burdensome recording and reporting obligations
when using estimation standards.
Rationality of economic | Posi- Keeping of the accounting books stimulates economic rationali-
decisions tive/neutral sation and well thought-out decision-making relating to invest-
(depends  on | ments.
the form of tax
records)
Economic-financial Posi- Note as above, in-depth financial recording (resulting from tax
effectiveness tive/neutral regulations) increases the possibility of using financial and in-
(depends  on | vestment planning and, as a consequence, may in the long term
the form of tax | affect economic and financial efficiency of farms.
records) The use of estimation standards is obligatory, even when the
entity bears loss (e.g. in the case of unfavourable price to cost
ratios).
Environmental effective- | Neutral In the case of using only estimation standards, no reliefs, exemp-
ness tions, exclusions.
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Table 7 (cont.)

Tendency to bear risk | Negative May stimulate farmers to use imprecise definition apparatus or
(maintenance of moral encourage to apparent division of large-scale activities into
hazard and negative smaller units.

selection)

Stimulating function: | Neutral/ Depends on the adopted form of recording (tax optimisation is
creation of stimuli to | Positive the most thorough when using accounting books).

undertake investment

operations

Deformation of econom- | Neutral This applies to application of estimation standards, which are
ic relations (at the micro similar to lump-sum tax: they are essentially non-distortionary.
level) This means that imposing this public burden does not lead to

changes in behaviour of entities (e.g. natural persons), or re-
allocation of resources, except for the income effect, resulting
from reduction in the amount of income (after deduction of the
tax burden) (Stiglitz and Rosengard, 2015).

Linking with the social | Positive Application of social security under KRUS is beneficial, in par-

and health insurance ticular in the case of farmers achieving low production scale. In

system the case of small taxpayers (income tax from special production
types), the health insurance rate is rather a fixed expense (Wto-
darz, 2009).

Explanation: *assessment scale: positive, neutral, negative, difficult to determine.
Sources: prepared by Michal Soliwoda (using the literature mentioned in the table).

It should be emphasized that, in the case of higher production scale and eco-
nomic and financial outputs (e.g. national family farm income), execution of
record-keeping and reporting obligations is not burdensome to a farm, especially
when it involves the use of the aforementioned tax revenue and expense ledger.
R. Rosinski* believes that an advantage of the income tax from special produc-
tion types is the lack of complicated obligations of keeping tax records (regard-
less of the "size and profitability of the conducted operations"). In consequence,
this results in the lack of the sense of tax justice (farmers dealing with special
production types versus others entrepreneurs conducting non-agricultural busi-
ness activities). Rosinski postulates that the obligation of recording tax revenue
should cover all farmers dealing with special production types. It is worth noting
a certain harmonisation concerning regulations with regard to tax and social and
health insurance. Rosinski analysed and compared the level of social insurance
premium burdens (both in KRUS and ZUS) of a natural person dealing with
special types of agricultural production. He declared that the quite considerable
differences he observed are "unjustified". Additionally, he formulated a quite
radical conclusion, concerning inclusion of this form of taxation in the general

# R. Rosinski, Opodatkowanie dzialéw specjalnych produkcji rolnej w Polsce (Taxation of
special types of agricultural production in Poland), Economic Studies of the University of
Economics in Katowice, 2012, no. 108, p. 376-383.
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insurance system. This would even result in the need to "update the premium
and, as a consequence, introduce higher insurance benefits". According to the
authors of this publication, this requires in-depth analyses, not only in the form
of simple calculation simulations. The research should also cover other factors,
such as the tendencies of the taxpayers themselves to accept new regulations (the
so-called empirical research taking account of the variable willingness to accept).

Income tax from special types of agricultural production may be the basis
for gradual introduction of burdens in farmers' incomes (on the basis of model
solutions related to standards for production types) having a considerable pro-
duction scale and, above all, significant share of goods production. J. Bieluk
treats fixed income taxation (based on estimation standards) almost as "a model
solution", friendly to farms, which do not fully take advantage of vertical and
horizontal integration with the market™*.

2. Income taxation in agriculture — review and assessment of solutions
2.1. The simplified record-keeping and reporting systems for the purposes
of financial and tax accounting — multifaceted perspective

In the perspective of the leading economics trend, and thus also finance
trend, a company is a special subject for microeconomic analysis. As noted by
J. Borowski®, the classical-neoclassical approach focused on exploration of re-
lations between a company and the environment, i.e. "the issues of resource al-
location with the use of the price mechanism and final allocation of finished
products on the market, also with the use of the price mechanism"*®. The deci-
sion-making processes (also concerning finances) are regarded as basic assump-
tions, necessary for the functioning of a business entity. Determination of the
purpose of the company's activities was very important, both in short, as well as
in long term. The representatives of the neoclassical approach (e.g. Walras and
Marshall), on the ground of the marginal productivity theory, analysed the con-

#J. Bieluk, Obcigzenia podatkowe gospodarstw rodzinnych w Polsce i w Europie.

Propozycje rozwigzan na przykladzie jednostek prowadzgcych dzialalnosé¢ w zakresie dziatow
specjalnych produkcji rolnej (Tax burdens on family farms in Poland and in Europe.
Suggestions of solutions on the example of entities conducting activities within special
sections of agricultural production), [in:] Prawne mechanizmy wspierania i ochrony
rolnictwa rodzinnego w Polsce i innych panstwach Unii Europejskiej (Legal mechanisms of
support and protection of family farming in Poland and other Member States of the European
Union), collective work edited by P. Litwiniuk, FAPA Publishing House, Warsaw 2015,
p. 337-351.

1. Borowski, Teoria przedsiebiorstwa w $wietle teorii ekonomii i zarzqdzania (The theory of
a company in the light of the theory of economics and management), "Optimum. Studia
Ekonomiczne" ("Optimum. Economic Studies"), no. 3 (63) 2013, p. 78-91.

* Ibidem, p. 79.
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ditions, in which a company maximises its profit. The conditions of profit max-
imisation of a company differ significantly, depending, e.g., on the market struc-
ture (to what extent it is similar to the perfect competition), time horizon for the
company's supply (in the short or in the long term)*’. The analysis framework of
the decision-making processes was significantly extended as a result of the de-
velopment of the theory of business enterprise in the 20th century. This was af-
fected by the following theories, the intention of which was to question the eco-
nomic rationality paradigm, usually assuming the presence of information
asymmetry™: the transaction cost theory, the agency theory, the theory of
games. It results from the above that the lack of consistent, holistic theory of
business enterprise led to difficulties in analysing the decision-making processes
concerning financial resources of a company.

The initial scope of the meaning of finances involved phenomena currently
studied by the public finance. S. Owsiak® provides an example of financia pe-
cuniara — an amount payable in cash, which was supposed to be paid to the state
(or rather the ruler) or a private person. Along with the development of socio-
-economic relations around the world, in order to provide an in-depth descrip-
tion of the economic plane relating to financial phenomena®, it was necessary to
develop a "language" for reporting the economic phenomena. As justifiably stat-
ed by J. Czekaj and Z. Dresler, the analysis of the achieved economic and finan-
cial outputs®' is a condition for effective operation of a company. "The basis" for
inputs of analytical systems are data (processed, aggregated under financial re-
porting and control) originating from the system for recording economic events.
The accounting system, since the ancient times™>, has been used as the language
for recording economic events. It is applicable to entities having different legal
and organisational form or size™. The accounting system — as a component of the
holistic system of business organisation management — is focused on the imple-

" See E. Czarny, Mikroekonomia (Microeconomics), PNE, Warsaw 2006, p. 122-124.

8 See J. Borowski, Teoria..., op. cit.

¥'S. Owsiak, Podstawy nauki finanséw (Basics of finances), PNE, Warsaw 2002, p. 17.

S, Flejterski defines them as "(...) cash phenomena, consisting in accumulation and
distribution of cash resources in the processes of allocation and exchange". S. Flejterski,
Metodologia finanséw (Methodology of finances), Polish Scientific Publishers PWN, Warsaw
2007, p. 55.

1 J. Czekaj, Z. Dresler, Podstawy zarzqdzania finansami firm (Fundamentals of financial
management of companies), Polish Scientific Publishers PWN, Warsaw 1995, p. 203.

2 C. Wiley, The History of Accounting, 2013, http://www.accountingedu.org/history-of-
accounting.html (date of access: 10.11.2015); A. Heeffer, On the curious historical
coincidence of algebra and double-entry bookkeeping, Foundations of the Formal Sciences.
Ghent University, November 2009, p. 11.

33 1. Olchowicz, Rachunkowosé podatkowa (Tax accounting), Difin, Warsaw 2011, p. 15.
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mentation of many tasks™, including documentation (reporting), planning, as well
as control tasks. A slightly wider functional scope of accounting is provided by
A. Jastrzebowski™, who lists the following functions: information, reporting, con-
trol, evidence, analytical function. It is worth focusing on the evidence function,
which is the most strongly associated with the tax accounting needs. This function
involves generating documents, as well as their archiving, protection56 for the pur-
poses of various kinds of controlling stakeholders — external entities (e.g. courts,
tax authorities), as well as internal units (e.g. controlling units). I. Olchowicz, list-
ing the set of functions performed currently by the accounting system, included,
apart from the ones indicated by A. Jastrzebowski, a statistical function and a re-
porting function. Table 8 compares the key attribute requirements, which should be
met by information generated in the accounting system.

Table 8
Attributes of information generated by the accounting system
Attribute Description
Comprehensibility | Legibility for the prepared users
Significance Possibility of undertaking decisions on the basis of information, "by facilitating the evalu-
ation of past, present or future events"
Usability Possibility of using information according to various classification sections
Credibility Faithful reflection of the reality, no basic errors
Neutrality No bias, objectivity
Punctuality Information prepared on time (there is a certain period of information preparation)
Completeness Full information, no important information omitted
Comparability Possibility of comparing in subsequent reporting periods, as well as according to specified
acquisition forms

Source: adaptation of the considerations of I. Olchowicz, Rachunkowos¢ Podatkowa (Tax
Accounting), Difin, Warsaw 2011, p. 17-18.

As noted by E. Walinska®’, only accounting as "an information system", and,
as a result, as "a provider of information to a wide group of users", has a certain
monopoly to measure the economic reality of an entity. The relation between the
accounting system and the financial system of a business entity is so strong that

3 R. Doluschitz, C. Morath, J. Pape, Agrarmanagement, UTB, Sttutgart (Hohenheim) 2011,
p. 226-227.

> A. Jastrzebowski, Teoria legitymizacji a funkcje rachunkowosci (The theory of legitimation
and the functions of accounting), Studia Oeconomica Posnaniensia 2014, vol. 2, no. 4 (265)
36 A. Jastrzebowski, Wplyw ryzyka gospodarczego na rozwdj rachunkowosci (Impact of
business risk on the development of accounting), [in:] Funkcje wspolczesnej rachunkowosci
(Functions of contemporary accounting), collective work edited by J. Samelak, Publishing
House of the University of Economics in Poznan, Poznan 2012.

" E. Walinska, Rachunkowosé¢ jako nauka — jej wspéldzialanie z dyscypling finanse
(Accounting as a science — its cooperation with finances), Academic Journals of the Szczecin
University no. 803, "Finanse, Rynki Finansowe, Ubezpieczenia" ("Finances, Financial
Markets, Insurance") no. 66, Academic Publishing House of the Szczecin University,
Szczecin 2014, p. 509-523.
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accounting "is the primary source of financial information: both retrospective, as
well as prospective"”®. Furthermore, E.A. Helfert treats "accounting" as a con-
stituent category of economic and financial analysis (apart from "investment at-
tractiveness evaluation" and "management efficiency evaluation"). Helfert in-
cludes in the tasks of accounting: "profit calculation", "value calculation", "tax
calculation". From the point of view of further discussion, it is important to
identify the function of the "subsystem" of tax accounting, which, on the whole,
involves calculation of the level of tax burdens. Table 9 presents the areas of
relations between accounting and finances — as sections of practices accompany-
ing business operations.

Table 9
Accounting and finance as cooperating disciplines of economic sciences
Role Accounting Correlation Finance

Measurement | Lack of own principles of | Measurement of the | Valuation techniques, principles of
of the eco- | determining fair value economic reality | determining current value, discount-
nomic reality through accounting ing technique
of an entity | Balance sheet method Balance sheet method | Forecasts of financial data, including
and communi- the valued items in the value (current,
cating  infor- fair, market) in the "management"
mation via balance sheet
financial
statement
Disclosures Explanatory information to | Use of measures used | Risk measurement, determination of

the financial statement, | in finances future, discounted values, etc.

e.g. particular balance-

sheet items

Source: adaptation of figure: E. Walinska, Rachunkowos¢ jako nauka - jej wspoldzialanie z
dyscypling finanse (Accounting as a science — its cooperation with finances), Zeszyty Nau-
kowe Uniwersytetu Szczecinskiego (Academic Journals of the University of Szczecin) no. 803
"Finanse, Rynki Finansowe, Ubezpieczenia" ("Finances, Financial Markets, Insurance”) no.
66, Academic Publishing House of the University of Szczecin, Szczecin 2014, p. 520 (12).

As noted by N. van der Wijst, accounting systems use and generate infor-
mation in a slightly different way than the financial system: an example is the
allocation of profit to reporting periods, and additionally making depreciation
deductions, as well as the primacy of the accrual principle in accounting®”,

J. Zuchewicz®, on the basis of a review of foreign literature, classified mod-
els of the accounting systems operating in the world. She concluded that "the

%% Ibidem, p. 510-511 (2-3).

% N. van der Wijst, Finance: A quantitative introduction, Cambridge University Press,
Cambridge 2013, p. 24.

80 ). Zuchewicz, Perspektywy rozwoju modeli rachunkowosci na swiecie (Perspectives for
development of accounting models around the world), Academic Journals of the Szczecin
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principles and rules of accounting in a given country are influenced by the eco-
nomic, social, legal and educational systems shaped throughout years of devel-
opment". Her conclusion was supported by an analysis of classification perspec-
tives proposed by accounting theoreticians in the 1990s (Figure 4). It is worth
emphasising that the economist expressly separates the factors affecting devel-
opment of the accounting system in a particular country from the determinants
of the development of accounting models all over the world, which, as indicated
by the Gray's classification from 1998, include "ecological", "geographic" and
"demographic factors". This has its consequences related to distinguishing sev-
eral accounting models all over the world: Anglo-Saxon (British-American) and
continental®'.

Figure 4
Factors affecting the accounting model in a given country
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Source: adaptation of the considerations of J. Zuchewicz, Perspektywy rozwoju modeli ra-
chunkowosci na swiecie (Perspectives for development of accounting models all over the
world), Zeszyty Naukowe Uniwersytetu Szczecinskiego (Academic Journals of the University
of Szczecin) no. 668, "Finanse, Rynki Finansowe, Ubezpieczenia” ("Finances, Financial Mar-
kets, Insurance”) no. 41 2011, p. 344.

University no. 668, Finanse, Rynki Finansowe, Ubezpieczenia ("Finances, Financial Markets,
Insurance”) no. 41/2011, p. 341-350.

1S, Surdykowska, Rachunkowosé miedzynarodowa (International accounting), Zakamycze,
Cracow 1999.
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Similarly to the case of the accounting models being in force, the shape of
tax systems results from the rule of evolutionary changes taking place in eco-
nomic, social and historical conditions®. J. Ickiewicz considers that the complex
nature of the tax system implies the need for synchronisation of particular ele-
ments, not only internally, but also with other regulations (e.g. regulations relat-
ed to accounting, under the balance sheet law)®. Practice shows that the compo-
nents of tax systems are sometimes inconsistent and not always harmonised with
the legal environment. M. Stepien® believes that it would be desired to achieve
some degree of convergence between the balance sheet and tax law. This econ-
omist claims that "the balance sheet law...should be correlated with a stable tax
system, based on solid principles, which should contribute to the unification of
the principles of creating one of the basic economic variables".

A farm manager, just like a small/middle-sized entrepreneur, has to take into
account increasingly more complex economic (on different levels, even includ-
ing global trends), social, legal and cultural conditions®. The shape of the tax
system (e.g. type of public levies, taxes, amounts of tax rates, as well as system
of reliefs and preferences), as a consequence of the solution regarding record-
-keeping of economic events, along with reporting are a result of various deter-
minants, including historical factors. As indicated by M. Matejun and E. Kacz-
marek, "the forms of personal income tax, characteristic for small and medium
enterprises, significantly determine their functioning and development". This
conclusion also partially applies to the agricultural sector entities, covered by the
income tax from special production types®.

82 3. Ickiewicz, Obcigzenia fiskalne przedsiebiorstw (Tax burdens of companies), PWE,
Warsaw 2009, p. 21.

5 Ibidem, p. 22.

8 M. Stepie, Zarzgdzanie politykq rachunkowosci w aspekcie prawa podatkowego
(Management of the accounting policy in terms of tax law), Economic Studies of the Univ. of
Economics in Katowice, 2014, no. 201, "Polityka rachunkowos$ci a ksztattowanie wyniku
finansowego" ("Accounting policy and shaping the financial output"), p. 327-336.

% M. Matejun, E. Kaczmarek, Wplyw form opodatkowania podatkiem dochodowym na
funkcjonowanie malych i Srednich przedsigbiorstw (Impact of forms of taxation with income
tax on the operations of small and medium enterprises), [in:] Wyzwania i perspektywy
zarzqdzania w malych i Srednich przedsiebiorstwach (Challenges and perspectives of
management in small and medium companies), collective work edited by M. Matejun, C.H.
Beck, Warsaw 2010, p. 224.

5 Ibidem, p. 224.
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D. Wedzki”’, on the basis of a review of Anglo-American literature, included
in the factors shaping value for owners of business entities”: factors concerning
sales (related to market share, as well as sales profit rate), factors concerning
tangible fixed assets, factors associated with circulating capital, factors pertain-
ing to cost of capital, factors of "effective tax rate". Attention should be paid to
the distinction of the last group of factors, which includes, e.g., taxation law
shaping the tax rate, transfer prices in international structure, the amount of tax
cover, which should be understood as reduction in the tax basis.

To sum up, tax regulations affecting the financial policy of a business entity
substantially affect the scope and form of financial reporting generated by
a business organisation. Considering adjustment of the accounting and financial
reporting system to the constantly increasing information needs of entities of the
SME sector, T. Kondraszuk presented his assumptions of the accounting policy
concept, given the acronym CZARA®. Figure 5 presents a schematic diagram,
concerning the structure of the accounting system (linking policy with practice),
while Table 10 describes the scope of particular stages. In the opinion of T. Kon-
draszuk, the accounting policy in the SME sector involves adopting some kind of
cycle of interrelated and logically consistent activities. The attention should be
paid to the linking of the accounting policy with the area of strategic management.

7 See D. Wedzki, Analiza wskaznikowa sprawozdania finansowego (Index analysis of
financial statement), Publishing House Wolters Kluwer Poland, Cracow 2006, p. 26.

58 This refers to, first of all, "the company's value" (including "market value" and "income
value", and not the "goodwill" (to which the Polish balance sheet law refers)). It should be
emphasised that "income value", defined as the capacity to generate income (for instance, in
the case of agricultural holdings) /profit depends on many factors, including financial factors.
A. Sokol, Wartosé przedsigbiorstwa (The company's value) [in:] Ekonomika przedsigbiorstwa
(Economics of a company), edited by J. Engelhardt, CeDeWu, Warsaw 2011, p. 177-179.

% Acronym of (C)ele, (Z)asady, (A)kceptacja, (R)ealizacja, (A)naliza (Goals, Principles,
Acceptance, Implementation, Analysis). T. Kondraszuk, Uproszczona ewidencja czy
uproszczona sprawozdawczoS¢ w sektorze mikroprzedsiebiorstw? (Simplified record-keeping
or simplified reporting in the sector of microenterprises?), [in:] Academic Papers of the
Wroctaw University of Economics, Przyszlos¢ rachunkowosci i sprawozdawczosci —
zalozenia, zasady, definicje. Kierunki zmian prawa bilansowego w Polsce (The future of
accounting and reporting — assumptions, principles, definitions. Directions of changes in the
balance sheet law in Poland) (ed. by Z. Luty, A. Lakomiak, A. Mazur), Publishing House of
the University of Economy in Wroctaw, Wroctaw 2013, p. 74-83.
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Figure 5
The concept of the accounting policy structure
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Source: modification of figure of T. Kondraszuk, Simplified record-keeping or simplified reporting in the sector
of microenterprises? [in:] Prace Naukowe Uniwersytetu Ekonomicznego we Wroclawiu, Academic Papers of the
Wroctaw University of Economics, The future of accounting and reporting — assumptions, principles, definitions.
Directions of changes in the balance sheet law in Poland (ed. by Z. Luty, A. Lakomiak, A. Mazur), Publishing
House of the University of Economy in Wroclaw, Wroclaw 2013, p. 74-83.

Table 10
Stages within the concept of the accounting policy
Stage Scope

Stage 1 | Determination of "expectations of the entity and its management with regard to the goals and re-
quirements to be met by the accounting system" — identification of objectives and tasks of the ac-
counting system.
Stage 2 | Recognition of "implementation variants of the assumed goals of the accounting system using bind-
ing principles and regulations" (applies mostly to provisions of the tax law and the balance sheet
law).
Stage 3 | Adoption of an option (variant) of the accounting policy, taking account of different conditions
(e.g. environmental, cultural) determining the development of the entity.
Stage 4 | Implementation of the binding accounting policy, followed by preparation of financial statements.
Stage 5 | Analysis of the obtained statements "in terms of their compliance with the binding accounting poli-
cy and the standards of financial reporting, as well as usability assessment of the adopted solu-
tions".
Stage 6 | Assessment of deviations resulting from implementation of the accounting policy.
Stage 7 | Verification of goals to be met by the record-keeping and financial reporting system.
Stage 8 | Taking corrective and adjusting actions, i.a. resulting from analyses in terms of the new accounting
policy.
Source: adaptation of the considerations of T. Kondraszuk, Simplified record-keeping or simplified reporting in
the sector of microenterprises? [in:] Prace Naukowe Uniwersytetu Ekonomicznego we Wroclawiu, Academic
Papers of the Wroctaw University of Economics, The future of accounting and reporting — assumptions, princi-
ples, definitions. Directions of changes in the balance sheet law in Poland (ed. by Z. Luty, A. Lakomiak, A. Ma-
zur), Publishing House of the University of Economy in Wroclaw, Wroclaw 2013, p. 74-83.
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The prominent American theoreticians within the scope of finance, Z. Bodie
and R.C. Merton, emphasise the significance of standardisation of financial in-
formation delivered through accounting systems (referred to as "the most im-
portant part of the financial system" of enterprises)’’. From the point of view of
an entrepreneur of the SME sector (in a sense — a family farm meets the criteria
of SME), a problem hindering decision-making regarding management is the so-
-called "information gap", particularly concerning the area of financial deci-
sions. Information gap, originating with information economics, involves lack of
balance between demand and supply for financial information (a kind of dis-
crepancy between the resource of the possessed information and the resource
necessary e.g. for the decision-making process’").

As rightfully claimed by J. Gad and E. Walinska, there is a need to separate
the "economic and financial system" of a company, as per the definition in the
macro perspective’”. J. Gad and E. Walinska define this system as "a set of in-
struments, principles and solutions governing the company's operations, deter-
mined by internal regulations"”. Figure 6 presents a modified, as compared to
the original version, conceptual scheme, illustrating the correlation between the
"economic and financial system" and the company's policy. The above scheme
suggests that "the company's policy", which is undoubtedly affected by regula-
tions concerning the tax law and the balance sheet law, determines the shape of
the economic and financial system of the company. The authors referred to
above describe in detail the economic and financial system, paying attention to
its particular components (domain subsystems), including "the tax system, cov-
ering — above all, on the operational plane — various kinds of documents gener-
ated for the purposes of tax authorities".

"z, Bodie, R.C. Merton, Finanse (Finance), PWE, Warsaw 2003, p. 93.

" See R. Borowiecki, M. Kwiecinski, Informacja w zintegrowanej Europie. Koncepcje
i narzedzia zarzqdzania wobec wyzwan i zagrozen (Information in the integrated Europe.
Concepts and management tools versus challenges and hazards), Difin, Warsaw 2006, p. 139.
2 J. Gad, E. Walinska, System ekonomiczno-finansowy a system rachunkowosci
w zarzqdzaniu jednostkg — teoria a praktyka (The economic and financial system versus the
accounting system in management of an entity — theory and practice), Academic Papers of the
Wroctaw University of Economics, no. 1196, Finanse, Bankowos¢, Rachunkowos¢ (Finance,
Banking, Accounting) 6, 2008, p. 34-46.

7 Ibidem, p. 36.
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Figure 6

Basic systems building upon the economic and financial system of a company and their

documentation
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Source: adaptation of figure: J. Gad, E. Walinska, The economic and financial system versus
the accounting system in entity management - theory and practice, Research Papers of the
University of Economics in Wroclaw, No. 1196, Finance, Banking, Accounting 6, 2008, p. 39.
(on the basis of the study: E. Waliniska, E. Sniezek, Documentation of the accounting and fi-
nancial reporting system of an entity — selected practical aspects in the scope of cash flows,
Accounting Department, Faculty of Management, University of £.6dz).

It should be noted that simplified solutions with regard to accounting rec-
ords and financial reporting are usually targeted at the needs of tax accounting,
which focuses on record-keeping for tax purposes’*. As indicated by I. Olchow-
icz, specific solutions with regard to tax accounting do not have to be separate,
or even contradictory to the financial accounting system”. As opposed to the
accounting principles, the tax law principles usually are "variable, immediate,
economically partial, dependent on the current tax policy"’®. With regard to spe-
cific record-keeping solutions, simplified forms rely mostly on the cash method,
which, in consequence, leads to creation of reporting with limited information
capacity (e.g. using the revenue and expense ledger). Simplifications relating to

™ See 1. Olchowicz, Rachunkowos¢ podatkowa (Tax accounting), op. cit., p. 11.
> Ibidem, p. 51-53.
® Ibidem, p. 53.
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income tax collection’’ from business entities (above all SMEs), are usually in
the form of: tax card, lump sum on recorded revenues, the possibility to use the
tax revenue and expense ledger.

In the opinion of the Ministry of Finance’®, although defining "tax prefer-
ences" is quite troublesome, which results from many ambiguous terminological
perspectives, the definition adopted after OECD emphasises the effect of prefer-
ences at the micro level — reduction in the size of tax burdens from the point of
view of the entity obliged to pay the public levy’. This results in macroeconom-
ic impacts, i.e. reduction in budgetary income. Furthermore, the so-called sim-
plified forms of taxation constitute an element of tax standard. This is due to the
fact that these forms of taxation are used, above all, because of their simplicity
and low handling costs, which is not tantamount to reduction in tax burdens®’.
Table 11 presents simplifications in tax accounting essentially targeted at the
SME sector. It also takes account of the use of the tax revenue and expense ledg-
er, which constitutes a popular instrument for record-keeping and tax reporting in
the SME sector. The attention was paid to the disadvantages and advantages re-
sulting from the use of separated simplifications. The main restriction is the very
narrow scope of tax optimisation, as well as the significantly lower information
capacity of financial data, generated from the tax revenue and expense ledger.

" In the case of value added tax, there is a separate category of the so-called minor taxpayer,
who can use cash method of VAT settlement, as well as make quarterly advance payments.
See Article 2 (25) letters a-b of the Act of 11 March 2004 on Value Added Tax (Journal of
Laws Dz.U. of 2011, No. 177, item 1054, as amended).

®  Ministry of Finance, Preferencje podatkowe (Tax preferences) (No. 5),
http://www.finanse.mf.gov.pl/documents/766655/4245146/20150506 preferencje+podatkowe
+w+Polsce.pdf (date of access: 8.11.2015).

7 ). Jaworski, K. Sokotowska, Informacja finansowa w zarzgdzaniu malym
przedsiebiorstwem. Analiza czynnikéw ksztaltujgcych potrzeby informacyjne menedzeréow
z wykorzystaniem modeli logitowych (Financial information in management of small
enterprises. Analysis of factors shaping information needs of managers with the use of logit
models), "Master of Business Administration", 5/2011 (162), 2011, p. 3-24.

% Ibidem, p. 11.
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Table 11

Selected simplifications in tax accounting — taxation of SME entities

Type of simplified form

Taxpayers entitled to
use it

Disadvantages

Advantages

Tax card

Only natural persons conducting
business activity and civil part-
nerships of natural persons.
Conditions: limit concerning the
number of hired employees,
contractors, not conducting non-
agricultural business operations,
only specific types of economic
operations are authorised.

e Very limited range of tax
optimisation.

® Quite restrictive limits
concerning the number of
hired employees, as well
as the type of conducted
operations.

Rigid fixed rates, and
additionally the need to
pay back tax debt in the
case of losses.

® No obligation to fix the
tax assessment basis
(the  amount  paid
monthly to the account
of the tax revenue of-
fice)

Exemption from the
obligation to keep tax
registers, file tax re-
turns and make an ad-
vance payment (leaving
only employment rec-
ords)

Flexibility: the possibil-
ity of applying a lump
sum on recorded reve-

nues or income tax on
the general terms

Lump sum on recorded
revenues

Natural ~persons conducting
non-agricultural business opera-
tions:

e (1) starting-up business activi-
ties or receiving revenues from
non-agricultural operations <
the equivalent of EUR 150 000
(in the preceding year),

e Resignation from using the tax
card

e Exclusion of certain activities
from this form of taxation (e.g.
selected freelance professions).
A similar form of taxation co-
vers the clergy

Limited range of tax
optimisation (e.g. no cat-
egory of tax deductible
costs).

Record-keeping  obliga-
tions (recording revenue,
fixed assets for given fis-
cal year, storing receipts),
self-calculation of payable
tax, submission of annual
tax return.

Flexibility: the possibil-
ity of applying income
tax on general terms
(but not within the
year).

Sometimes fiscal bene-

fits from taxation of
turnover.

Tax revenue and expense
ledger*

Entities authorised to use the

ledger include:

e natural  persons, generating
revenue from non-agricultural
business operations, who addi-
tionally chose general principles
or flat tax as a form of revenue
taxation

general partnerships of natural
persons, civil partnerships of
natural persons, partnerships,
which received net revenues <
the equivalent of EUR 1.2 mil-
lion (in the previous financial
year).

Limited scope of financial
reporting

Recording limited to:

recording revenues from
sales, and also other reve-
nues

recording "purchase of
commercial goods and
basic materials, as well as
ancillary costs related to
these purchases"

e expenses: remuneration,
other expenses related to
business operations.

e The possibility  of
applying  exemptions
(e.g. due to age, health,
profile of operations).

Option of using the
ledger in an electronic
form.

e The possibility  of
including costs con-
cerning other expenses
— on the accrual or cash
basis.

Explanation: *prepared on the basis of: Ksigga przychodow i rozchodow (Revenue and expenditure ledger),

http://poradnik.wfirma.pl/-ksiega-przychodow-i-rozchodow (date of access: 9.11.2015).

Source: own study on the basis of binding legislation (state as at 30.11.2015).
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Table 12 compares the limits in business activities, exceeding of which is
tantamount to resignation from using simplifications. It is worth paying attention
to the need to use an equivalent of the limit amount (expressed in euro in the
balance sheet law) in zlotys.

Table 12
Limits (binding in the fiscal year 2015) in business activities,
related to the possibility of using the simplified forms
s . . Amount Amount

Type of limit in business activities [EUR] [PLN]
Upper limit of revenue for 2014 eligible for taxation using a lump sum recorded in 150000 | 626 880
2015
Upper limit of revenue for 2014 enabling quarterly settlement of the lump sum 25000 104 480
recorded in 2015
Lower limit of revenue for 2014 obligating to keep accounting books in 2015 1200 000 | 5010 600

Source: study on the basis of the data of the Ministry of Finance.

To sum up, development of a business entity depends on the quality of
output data generated by the accounting system, supplying the financial analysis
system. In the case of entities of the SME sector, an increasingly more important
role will be played by the integration of the financial accounting system with the
objectives of the tax system. Taking into account the specific economic and or-
ganisational nature of family farms in Poland, covered by agricultural tax or in-
come tax from special production types, the previous regulations did not obli-
gate the managers to keep detailed records for the needs of tax accounting.
However, it may be expected that a need will arise to create a system for simpli-
fied financial record-keeping (at first in the model perspective), with a certain
source being solutions functioning for some actions of the Rural Development
Programme, RDP 2014-2020 (e.g. "Restructuring small farms" or "Modernisa-
tion of agricultural holdings", in which beneficiaries are obliged to keep, in the
form of a table, the so-called farm revenue and expense records).

2.2. Simplifications in agricultural income tax systems in Europe — the cases
of Germany and France

The diversity of tax systems, including their components, matching the so-
cio-economic conditions of different countries, results in the need to separate
simplifications with regard to record-keeping and reporting for the purposes of
tax returns (in general, tax accounting systems). The agricultural sector under-
goes continuous processes of economic and organisational transformation. This
applies to all European countries, and results from varying pace of structural
changes. The growing role of the service sector in the economy became a trend,
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particularly visible in the countries of Central and Eastern Europe®. It involves,

e.g., increase in employment in the service sector and reduction in other sectors,

i.e. industry and agriculture. Although the share of GDP in the agricultural sec-

tor, or its share in generating gross added value in economy gradually decreases

(it applies to all European countries)®’, farmers are still responsible for ensuring

supply of some public goods (e.g. landscape), as well as are "depositaries" of

soil. This is an important premise for creating and directing a set of financial
intervention instruments to the agricultural sector (e.g. under the CAP subsidies
system). Tax systems, shaped by legislators on the national level, perform a par-
ticular function®. Considering the way the agricultural sector is treated by tax
systems of different countries, we can distinguish®: countries without tax pref-
erences for agriculture (agricultural holdings can use similar preferential instru-
ments to the SME sector entities) and countries with tax preferences for agricul-
ture, however, their scope and level differs significantly even between countries
with a similar degree of socio-economic development (the examples of which
are Poland and Czech Republic).

It should be noted that preferences concerning agricultural income tax may
have the form of*:

e simplifications concerning calculation of tax revenue, including the possibil-
ity to determine income by estimation, as is the case, e.g., in Belgium,
France, Germany, Poland (as income tax from special types of agricultural
production);

81 See E. Szymanska, Serwicyzacja gospodarki jako rédlo jej transformacji (Servicisation of
the economy as the cause of its transformation), "Optimum. Studia Ekonomiczne"
("Optimum. Economic Studies"), No. 1 (73), 2015, p. 97-109; S.M. Szukalski, Serwicyzacja
gospodarki i industrializacja ustug (Servicisation of economy and industrialisation of
services), "Handel Wewngtrzny" ("Domestic Trade"), no. 4-5, 2004, p. 47-53.

82 See A. Mréwezynska-Kaminska, Znaczenie rolnictwa w gospodarce narodowej w Polsce,
analiza makroekonomiczna i regionalna (The importance of agriculture in the national
economy of Poland, macroeconomic and regional analysis), Zeszyty Naukowe (Academic
Journals) of the Warsaw University of Life Sciences — Problemy Rolnictwa Swiatowego
(Problems of Global Agriculture), vol. 50 (20), 2008, p. 96-108.

% In the EU, we can hardly speak about a significant level of harmonisation or standardisation
of tax (excluding a few areas, e.g. related to double taxation).

8 J. Kulawik, P-Y. Lelong, J. Pawlowska-Tyszko (academic supervision), M. Soliwoda,
Systemy podatkowe w krajach Unii Europejskiej (Tax systems in the EU Member States),
Multiannual Program Report no. 83, TAFE-NRI, Warsaw 2013; J. Pawtowska-Tyszko
(academic supervision), M. Soliwoda, Dochody gospodarstw rolniczych a konkurencyjnosé
systemu podatkowego i ubezpieczeniowego (Income of agricultural holdings and
competitiveness of the tax and insurance system), Multiannual Program Report no. 121,
IAFE-NRI, Warsaw 2013.

% Ibidem.
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e instruments directly reducing the amount of due tax (tax reliefs, personal ex-
emptions, transaction-related exemptions, exclusions) — apply also to coun-
tries, where agricultural activity is regarded as economic activity, similarly to
entities in the SME sector (e.g. Denmark, Finland, UK);

e simplifications with regard to the treatment of agricultural holdings by tax
authorities (e.g. in Germany, where it is rather an administrative sanction).

In practice, tax systems, including also diverse structures of agricultural in-
come taxation, take account of the use of the set of the abovementioned forms of
preferences. It may prove to be quite interesting to analyse the dependencies (Ta-
ble 13) between the share of GDP in the agricultural sector, the economic effi-
ciency of the agricultural sector®, the degree and range of the offered preferences
(as tax "privilege", evaluated on the basis of analysis of the regulations of tax
law). The classification of countries proposed in Table 13 is based on substantial
simplifications and may constitute a further basis for in-depth empirical studies.

Table 13
Dependency matrix: the importance of agriculture in the national economy
- sectoral effectiveness - tax privilege

Specification The importance of Sectoral effective- Tax "privilege" Examples
agriculture in the ness
national economy
1 Low Low Low
1I Low Low High
1 Low High Low
4 Low High High Germany
A% High Low Low
VI High Low High Poland
Vil High High Low The Nether-
lands
VI High High High

Explanation: in the case of the first two variables ("The importance of agriculture in the na-
tional economy" and "Sectoral effectiveness'"), we can use a median to separate groups of
objects representing a low or high level of a given feature, while for the last variable, the clas-
sification is based on subjective evaluation of the tax legislation.

Source: prepared by Michat Soliwoda.

8 The "total output/total input" variable (SE132) may be used for the one-dimensional
measurement of economic and organisational effectiveness, see: European Commission,
FADN Public Database, http://ec.europa.eu/agriculture/rica/database/database en.cfm (date of
access: 10.11.2015). An interesting proposal is to use the ranking methods according to
synthetic effectiveness indicators, by means of the development method presented in the
publication of T. Kuszewski and A. Sielska. See T. Kuszewski, A. Sielska, Efektywnos¢
sektora rolnego w wojewddztwach przed i po akcesji Polski do Unii Europejskiej (Efficiency
of the agricultural sector in voivodeships before and after Poland's accession to the European
Union), "Gospodarka Narodowa" ("National Economy"), No. 3 (247), 2012, p. 19-42.
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German and French tax solutions concerning agricultural income tax result
mainly from the historical conditions®’, as well as social conditions. Simplifica-
tions in the agricultural income tax system in Germany and France involve:
(1)the possibility to determine tax revenue, earned from agricultural activities

by estimation — this form is chosen by ca. 25% of farms in Germany, while in

France, 60% of farms uses estimated income and 40% of farms — simplified

forms of agricultural accounting. Simplified forms (except for estimated in-

come in France) require recording of economic events (to a limited extent,

e.g. income and expense register in Germany, revenues and costs in France),
(2)paying large attention to tax assessment in Germany, which is a derivative of

the income categories (corresponds to 18 times the pure income obtained on

a farm, without debts, but including hired workforce, under normal operating

conditions and in the long term™); new Lénder use replacement value,
(3)adjustment of fiscal year to the specific nature of agricultural production (i.e.

from 1 July to 30 June of a given year) *.

The situation of German and French farmers may to a certain degree be
made easier by highly developed services within agricultural and fiscal consult-
ing, which facilitates the use of various tax optimisation tools by managers. This
applies particularly to entities, whose tax result is determined on the basis of ac-
counting profit/loss”. In Germany, in the case of smaller scale of operations
(considering the criterion of profit from business operations, turnover, or
tax/economic value of arable land), a simplification can be used, treating tax
revenue as the difference between tax income and the costs of its generation
(records based on cash accounting and reporting similar to Cash Flow). In
France, the basis for taxation with fixed tax is determined on the basis of esti-
mated revenue, specified every year, announced by the Ministry of Finance. De-
termination of estimated revenue uses: collective reference fee appropriate for
a given sector (including types of farming and farm structure), among others,

87 See R. Doluschitz, C. Morath, J. Pape, Agrarmanagement, op. cit., p. 225-241; R. Wesche.
E-M. Paas, Besteuerung der Landwirtschaft und Forstwirtschaft, Aid Infodienst, Bonn 2009,
p. 39-59.

% Ibidem, p. 34.

% See R. Wesche, Paas E-M., Besteuerung..., op. cit., 39-59, J. Kulawik, P-Y. Lelong,
J. Pawlowska-Tyszko (academic supervision), M. Soliwoda, Systemy podatkowe..., op. cit., p.
34-39.

% European Federation of Agricultural Consultancy, Influence of Tax Regimes for
Agricultural Businesses on Production Structures: A Comparative Analysis of Five European
Countries: Germany, Belgium, Denmark, France and Netherlands, December 2012,
http://www.efac.net/wp-content/uploads/2014/02/Influence-of-Tax-Regimes-for-Agricultural-
Businesses.pdf (date of access: 15.11.2015).
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fixed average unit and individual properties of a farm (quantity of land, number
of animals, quantity of hectolitres, etc.).

The research surveys, carried out by R. Kisiel and K. Idzikowska®', suggest
that the farmers themselves — income tax taxpayers in Germany®’> — expressed
the least kind opinion on "stability" (which may be surprising) and "transparen-
cy" of tax regulations — as evaluation criteria of taxation systems. On the other
hand, consulting activity, as well as the system of reliefs and tax exemptions,
were assessed as sufficient. The criterion of "length of tax terms" received the
highest ranks, which may also constitute some form of simplification.

In conclusion, German and French tax system has a complex structure. In
order to decrease the amount of troubles related to calculation of tax burdens,
farmers were offered a certain set of simplifications, the availability of which
depends on the criteria related to the farm size (and, in consequence, usually to
the production, economic and financial outputs of farms). However, it should be
emphasised that these solutions, according to many economists, require adjust-
ments. Frequently, income calculated in the simplified accounting system is
lower or higher than income calculated in the complete accounting system. It is
influenced by the type and size of a farm. The research carried out by OECD
suggests that, in France, lump sum income is lower than income calculated un-
der the accounting system. In the case of farmers earning EUR 20 000, the de-
clared taxable income constitutes ca. 7% of income calculated under agricultural
accounting. This significantly lower taxable income in the lump sum system, as
well as low administrative costs are the main reason for selecting this system.
Underestimation of the tax revenue occurs very often in the lump sum system,
since EU subsidies are included in actual income and do not affect the amount of
estimated income.

3. Suggestions for income taxation in Polish agriculture and their
assessment

Any changes occurring within the scope of taxation of Polish agriculture ap-
ply to agricultural tax and minor adjustments in taxation of special types of agri-
cultural production. They are intended to approximate Polish taxation principles

I R. Kisiel, K. Idzkowska, System opodatkowania rolnictwa w Polsce oraz w wybranych
krajach Unii Europejskiej (Taxation system for agriculture in Poland and in the selected EU
countries), Zeszyty Naukowe (Academic Journals) of Warsaw University of Life Sciences -
Polityki Europejskie, Finanse i Marketing (European Policies, Finance and Marketing), No.
12 (61), 2014, p. 64-78.

% Ibidem.
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of the agricultural sector to the solutions in the EU Member States. From the
perspective of simplified accounting, it can be concluded that the agricultural tax
and the estimated income in the special types of agricultural production consti-
tute an equivalent of solutions of this kind. It is supported by the following fac-
tors: adoption of estimation standards and conversion rates translating into the
amount of income, simple and clear principles of income calculations, simplicity
of tax collection, limited possibilities of tax optimisation. Proper income estima-
tion (especially calculations of agricultural tax) would require real accounting
data (inflows, expenses, revenues, costs), which it currently lacks, and which
could constitute the basis for income evaluation. It should be noted that, in sim-
plified solutions in Germany and France, calculation of estimated income re-
quires information coming from simple accounting records made on farms (in-
flows, expenses, revenues, costs), which do not require complicated income re-
calculations, and are used for income estimation. This way, an interdependence
is achieved between the amount of the earned income and the actual values, and
thus between profitability and the amount of the paid tax.

However, the size of the agricultural tax burdens is not related to profitable-
ness of agricultural holdings. In spite of the undeniable advantages of this tax
(low transaction costs, simplicity of calculation, low burden on farmers' in-
comes), its structure is outdated and not related to the income of a farm. Fur-
thermore, as emphasised by I. Cholewa and G. Nachtman, farmers exempted
from paying income tax are more and more commonly subject to social disap-
proval; they are regarded as a social group, which is privileged both in terms of
fiscal burdens, as well as benefits from public funds, while the beneficiaries ob-
taining the most from this system are large, economically strong farms. That is
why methods have been sought for years, which would adjust agriculture taxa-
tion principles to the common solutions related to agricultural income. From
among such methods, attention should be paid to the following options, de-
scribed in detail by L. Goraj, J. Neneman and M. Zagorski, constituting the pro-
posal of the indicated authors:

e Option I — covering personal income tax — PIT (scale or flat, with all reduc-
tions, on identical terms as in the case of other taxpayers), supplemented
with property tax on land at the baseline level of PLN 50 per 1 comparative
(reference) hectare. In this option, it is planned to include direct subsidies in
the tax revenue.
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e Option II — the structure of this suggestion is based on Option I, with the on-
ly difference being that this solution includes a possibility of deducting
property tax on land from income tax.

e Option III — this option refers to taxation with income tax, PIT, as in Option
I (with inclusion of direct subsidies in the revenue), or introduction of
a lump sum of income tax (from recorded revenues), in the amount of 3%.

e Option IV — exemption of farms with the size of up to 6 ha from any tax,
other farms would pay a flat tax on general terms, at the rate of 19%.

The quoted authors also point out the proposal of the Ministry of Finance.
This proposal constitutes the latest assumptions for the draft Act of 4 June 2013
on Personal Income Tax from Agricultural Activities, amending other acts. It
constitutes realisation of the announcement of Donald Tusk, resulting from the
expose delivered on 18 November 2011. The assumptions for the draft Act sug-
gest that the legislator intends to introduce income tax in agriculture, thus cover-
ing income from agricultural activities under the income tax system. As a result of
the introduced changes, the tax burden should be diversified, depending on the
earned income.

The key provisions appearing in legislative proposals include, among others:
e preparation of new, separate act regarding taxation of income (revenues) ob-

tained by natural persons conducting agricultural business activity (no sepa-

rate act is planned regarding agricultural corporate income tax).

e repealing of the agricultural tax and the tax from special types of agricultural

production,

e introduction of agricultural property tax. It will cover only those past taxpay-
ers of the agricultural tax, who:

o conduct agricultural activities and are relieved from income tax,

o are covered by agricultural income tax with regard to land not used for ag-

ricultural activities,

o do not conduct agricultural activities on agricultural land,

e exemption of direct subsidies from taxation,

e mandatory record-keeping of economic events, which means that the basis

for calculating income tax will be, first of all, the accounting records,

e agricultural income tax will be included in the revenues of gminas.

The legislator, when drafting the Act, adopted a number of detailed assump-
tions, which exhibit many similarities to the solutions binding in conducting
non-agricultural business operations. The tax entity will be a natural person ob-
taining revenues from agricultural activities, including activities conducted on
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land not belonging to the taxpayer. When conducting joint activities, the tax ob-
ligation will rest with all persons conducting agricultural activities, who will be
settled in proportion to the share in ownership of the farm, given that it will be
possible to indicate a person exercising tax rights and obligations. The settle-
ment period will constitute a calendar year, regarded as a fiscal year. Additional-
ly, the marketing year preceding the given fiscal year will constitute the income
settlement period. Book records will constitute the basis for determination of the
amount of income, as well as selection of the form of taxation. It is planned to
introduce the obligation to keep accounting records by all taxpayers of income
tax, regardless of the amount of the earned income. The tax obligation will de-
pend on the amount of income obtained in the marketing year preceding the fis-
cal year. The following income limits are planned:

e in the transitional period (first two years of the Act being effective) — 1st
year — PLN 200 000, 2nd year — PLN 150 000,

e after the transitional period - PLN 100 000.

VAT invoices and VAT RR invoices will constitute the basis for determina-
tion of the income limit in the first year of the Act being effective. In the subse-
quent years, income will be recorded in appropriate accounting devices. Taxa-
tion will cover income from agricultural activities (plant production, animal
production, rearing, breeding, agritourist services — up to 5 rooms, small-scale
processing — up to the value of PLN 5000, leasing) and services provided with
the use of assets originating from the farm. Taxable income will not include sub-
sidies, products used for the needs of the family, household (the so-called inter-
nal consumption), as well as payable disposal of real estate and other assets used
for the needs of the farm.

In Poland, the taxpayers of personal income tax may use taxation on general
terms (tax scale or flat rate), or lump sum (fixed) taxation forms, which is pre-
sented in Figure 7. On the other hand, the farmers will be able to use:

e taxation on general terms, i.e.: flat tax rate 19% — the income will be deter-
mined on the basis of a tax revenue and expense ledger (when the income
limit exceeds PLN 150 000 and is not higher than EUR 1 200 000) or ac-
counting books (obligatorily for the limit of over EUR 1 200 000 or optional
in the case of lower income),

e Jump sum on recorded revenues, determined on the basis of income records
kept in an agricultural holding. The amount of the lump sum has been set at
the level of 4% of the obtained income. This form will be available for tax-
payers obtaining income in the previous tax year in the amount not higher
than EUR 150 000 (Figure 7).
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Figure 7
Forms of income taxation with personal income tax — the present situation in business
activities and legislation proposals for agriculture

Business activity taxation

P

General rules — tax scale 18%, < General rules — uniform 19%\>

32% tax rate

P

\/

Lump sum taxation forms

Lump sum from recorded Tax card
income

Key: Forms of taxation proposed for agriculture are marked with a red oval.
Source: Prepared by Joanna Pawlowska-Tyszko.

Farmers, who do not obtain income higher than PLN 100 000 in a given fis-
cal year, will pay property tax. The basis for property tax for farms conducting
agricultural activities will be their area of arable land, expressed in comparative
fiscal hectares. The tax rate is supposed to amount to PLN 185 per comparative
fiscal hectare and will be subject to revaluation. In the case of land, where no
agricultural activity is conducted, a higher rate of this tax will be binding. The
basis for taxation will constitute revenue or income from business operations,
depending on the chosen form of taxation. In the case of lump sum on recorded
revenues, the basis for taxation will be income, without the possibility of reduc-
ing it by the incurred costs of income generation. In the case of keeping a tax
revenue and expense ledger, taxation will cover revenue being the difference
between income and costs of income generation. As opposed to other economy
sections, in the case of farms keeping records in the tax revenue and expense
ledger, it is not planned to determine income using the difference between stock-
takings. In the case of accounting books, taxable income will be determined on
the basis of correctly kept accounting books and will be reduced by the tax-free
amounts. Costs of agricultural income generation will constitute costs borne to
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obtain income. Apart from standard costs, including the value of materials di-
rectly used in production, these costs also include expenditures for legal ser-
vices, accounting services, remuneration of employees and value of annual de-
preciation. The costs will not include the value of records, which will be record-
ed only quantitatively. The Act provides for applying a specific set of reliefs and
deductions to income from agricultural activities. Both in the case of taxation on
general terms, as well as the lump sum, income will be reduced by social securi-
ty premium of farmers, loss on business operations, donations, relief on Internet
and rehabilitation relief. Farmers will be also able to deduct from the due tax the
health insurance premium. Taxation on general terms will also entitle to joint
settlement with a spouse, as well as benefitting from relief on children.

3.1. Assessment of the proposed solutions — selected issues of practical
implementation

In order to assess the proposed solutions, particular attention has been paid
to the proposal of the Ministry of Finance and it has been analysed in terms of
internal and external justice, economic efficiency, competitiveness of agricultur-
al holdings and sustainability of the sector. FADN data have been used to evalu-
ate the effects of the proposed solutions. The calculations have been made only
for 2013. Accounts apply only to agricultural holdings currently paying the agri-
cultural tax, namely potential beneficiaries of the proposed reform. The follow-
ing data were used in the calculations: farm income (sales excluding inventory),
costs of income generation (distributed according to the principles adopted in
legislative proposals), amount of comparative fiscal hectares of arable land.
Costs of income generation (expenses constituting the cost) exclude paid taxes
(including agricultural tax and tax from special types of agricultural production).
Income deductions include paid social security premiums of farmers. The tax
level was calculated according to the proposed draft, i.e. assuming lump sum on
recorded income (4 % on the amount of income), flat tax (19% on the calculated
income) and property tax. Similar simulations were performed by G. Nachtman
and I. Cholewa”.

The conducted data analysis suggests that the effects of introduction of the
tax reform proposed by the Ministry of Finance would be particularly severe for
farms with high income, where costs of income generation are high. This applies

% G. Nachtman, 1. Cholewa, Analiza przewidywanych skutkéw wprowadzenia reformy
podatkowej w polskim rolnictwie na tle rozwigzan niemieckich (Analysis of the expected
effects of introduction of the tax reform in the Polish agriculture in comparison to German
solutions), ZER, IAFE, Warsaw 2014.
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particularly to horticultural holdings (where income tax would be over 26-30
times higher than the present agricultural tax), as well as pig and poultry hold-
ings (where income tax would be almost 15 times higher than the previous agri-
cultural tax) (Table 14). As indicated by G. Nachtman and I. Cholewa™, such
huge differences between income tax calculated according to the new proposals
and the present agricultural tax may be slightly overestimated, considering that
agricultural tax makes use of many reliefs, exemptions and reductions, and the
data presented in the FADN system provide average values. Furthermore, farms
representing these types would not have the possibility to use fixed tax, due to
exceeding the limit authorising the use of this form of taxation. This means that
the proposed taxation principles would significantly increase the burdens of such
farms as compared to the presently binding burdens. The burdens of farms of
other specialisations would also increase, and this increase would not be as high
as in the case of the already discussed farms, which is presented in Table 14.
Assuming direction of production as a grouping criterion and averaging the re-
sults for particular types did not allow for identifying groups of farms, which
would obtain income lower than PLN 100 000 and would be obliged to pay
property tax.

Table 14

The impact of changes in replacing the agricultural tax with income tax on the economic
condition of farms, according to the dominant direction of production (2013)

Field crops 2.1(9.9) 1.7 (7.7) 2523
Horticultural crops 26.2 (14.6) 29.7 (16.6) 366.5
Permanent crops 5.5(7.8) 6.8 (9.7) 196.1
Dairy cattle 7.5 (10.5) 9.2 (12.8) 262.7
Pigs and poultry (rllf’nﬁfisf‘ggg ;’;‘;S&r}‘g{ 152 (23.4) 690.9
Multi-directional 3.6 (7.7) 2.2 (4.7) 194.4

Key: Amount of income tax in PLN thousand in brackets; Reduction in income after taxation
(multiplicity of agricultural tax)
Source: prepared by Joanna Pawlowska-Tyszko on the basis of FADN data.

% G. Nachtman, 1. Cholewa, Analiza przewidywanych skutkéw wprowadzenia reformy
podatkowej w polskim rolnictwie. .. op. cit.
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Grouping of farms according to the area size classes made it possible to no-
tice that farms using an area of up to 20 ha of UAA, due to the size of the earned
income, would not pay the income tax (flat or fixed), but only the property tax.
It is also confirmed by the research carried out by G. Nachtman and I. Cholewa,
from which it can be concluded that the tax calculated for these groups of farms
would be 2-3 times higher than the paid agricultural tax. It turns out that the po-
tential taxpayers of property tax would constitute approximately 33-34% of all
individual farms.

Taking into account the specific economic and organisational nature of fami-
ly farms in Poland, the previous regulations do not obligate the managers to
keep detailed records for the purposes of tax accounting. However, it may be
expected that a need will arise to create a system for simplified financial record-
keeping (at first in the model perspective), with a certain source being solutions
functioning for some actions of the Rural Development Programme, RDP 2014-
-2020 (e.g. "Restructuring small farms" or "Modernisation of agricultural hold-
ings", in which beneficiaries are obliged to keep, in the form of a table, the so-
-called records of revenues and expenditures of a farm).

Table 15
The impact of changes in replacing agricultural tax with income tax on the economic
condition of farms, according to area size of a farm (2013)

Very Small (<=5 ha) (no tax obligation — limit of (no tax obligation — limit of 46
PLN 100 000) PLN 100 000) ’
(no tax obligation — limit of (no tax obligation — limit of
Small (5-10 ha) PLN 100 000) PLN 100 000) 87.9
Medium-small (10-20 (no tax obligation — limit of (no tax obligation — limit of 952
ha) PLN 100 000) PLN 100 000) ’
Medium-1; 20-30
edium-large ( 5.7 (7.4) 5.2(6.7) 186.0
ha)
Large (30-50 ha) 6.0 (11.4) 5.5(10.3) 286.2
Very large (> 50 ha) 4.4 (22.9) 3.8(19.4) 579.5

Key: Amount of income tax in PLN thousand in brackets; Reduction in income after taxation
(multiplicity of agricultural tax).
Source: prepared by Joanna Pawlowska-Tyszko on the basis of FADN data.
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The proposed income tax structure lacks development-oriented, modernisa-
tion and investment solutions, which could consist in introducing additional re-
liefs and exemptions or tax preferences, e.g. for farms implementing certain in-
vestments, creating positive external effects. The previous presented solutions
do not perform their function. However, such solutions would bring many bene-
fits. Income tax could be used as an instrument of stimulation and modernisation
of agricultural holdings, increasing the incentive of farmers to undertake in-
vestment, modernisation and development-oriented activities. Lack of these so-
lutions may adversely affect competitiveness and sustainability of the agricul-
tural sector.

When assessing the proposed solutions in terms of social justice, it should be
emphasised that the proposed manner of income taxation does not entirely elim-
inate this problem. As it turns out, smaller farms, generating lower income, may
pay higher taxes (property tax) than farms generating higher income, which will
contribute to injustice inside the sector. Such a situation will also lead to abuse
of tax legislation. The threshold of obligatory taxed income with income tax
(PLN 100 000) remains problematic. Such a provision will result in exclusion of
farmers from the income tax and their obligation to pay the property tax. Imple-
mentation of such a solution may lead to the abuse, as medium-sized farms will
aim at either not increasing their farm size or hiding some part of their turnover,
in order to prevent migration to the group liable to higher tax. Such a situation
will foster solidification of the previous agrarian structure, as well as limit
searching for additional income, both in agriculture, as well as beyond.

When summing up the abovementioned solutions, it should be emphasised
that replacing the agricultural tax with income tax substantially deteriorates the
economic situation of farmers. Selection of the form of taxation will have signif-
icant impact on the level of the paid tax, and thus on economic condition of
farms. Lack of progressive tax will significantly reduce the possibility to make
decisions concerning tax optimisation. The postulated flat tax responds to
change in the economic situation of farms to a smaller extent than progressive
taxation, while the fixed tax is not strictly correlated with the economic situation
of farms and has to be paid in the case of loss. The proposed lump sum rate on
recorded revenues, amounting to 4%, seems too high and is hardly competitive
as compared to flat tax, amounting to 19%. According to the estimations, in
2013, only ca. 8% of farms would not be able to benefit from the lump sum form
of income taxation; they would need to pay the tax on general terms, at the rate
of 19% (limit for the lump sum — EUR 150 000). This means that almost all po-
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tential taxpayers could become lump-sum farmers. In the analysed year, about
33-34% of farms would have been exempted from the obligation of paying in-
come tax (assuming that the income limit will amount to PLN 100 000), for the
limit of PLN 200 000 — ca. 61%, while for the limit of PLN 150 000 — ca. 50%
of farms. The indicated taxpayers would be covered by the agricultural property
tax, the amount of which, at the proposed rates, would be comparable with the
currently paid agricultural tax.

4. Social security in agriculture
4.1. Theoretical introduction: literature overview

The key role in exercising the right to social security for all citizens, in re-
ducing poverty and social inequality, as well as in supporting development fa-
vouring social inclusion, is served by the social security policy’”. According to
M. Ksiezopolski™, social security is understood as "the state of being free from
scarcity of material means of subsistence and existence of real guarantees of full
development of an individual". These means may have the form of cash, goods,
as well as be provided in the form of care. Social security is thus analysed in
terms of achieving the desired states, mainly in the socio-economic perspective,
and ensuring this security is the main purpose of social welfare, which, as a re-
sult, is understood as a system of benefits focused on guaranteeing an adequate
standard of living to the members of the society”’. T. Szumlicz also regards so-
cial security system to be "all social devices (present in institutional forms; cre-

% As indicated by B. Jagusiak, the social security policy is particularly important in the case
of the possibility of decrease in income from own work or total loss of the previous source of
income as a result of such circumstances as: illness, disability, senility, unemployment, death
of the breadwinner in the family, reaching the retirement age. B. Jagusiak, Bezpieczenstwo
socjalne wspolczesnego panstwa (Social security of the contemporary state), Difin, Warsaw
2015, p. 8.

% M. Ksiezopolski, Systemy bezpieczeristwa spolecznego w krajach nordyckich (Social
security systems in Nordic states), Warsaw 1988.

%7 1. Sierpowska, Pomoc spoleczna jako administracja $wiadczgca. Studium administracyjno-
-prawne (Social welfare as public service. A legal and administrative study), LEX a Wolters
Kluwer business, Warsaw 2012. B. Szatur-Jaworska also refers to the social benefits system
(cash, in kind or in the form of services) - aiming at providing individuals and families with
social welfare, being one of the key categories of the social policy - using the collective
notion of social security. B. Szatur-Jaworska, Bezpieczenstwo socjalne - wybrane pieniezne
Swiadczenia spoleczne (Social security — selected cash social benefits), [in:] P. Szukalski,
B. Szatur-Jaworska (ed.), Aktywne starzenie si¢ - przeciwdzialanie barierom (Active ageing —
overcoming barriers), Publishing House of the University of £6dz, £.6dz 2014, p. 44.
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ated at the initiative of the state), used for ensuring a fixed social security stand-
ard to specific entities"”.

Although the need for a social security system is commonly acknowl-
edged, the data of the International Labour Organisation suggest that the majori-
ty of the world population does not use it to the full extent. Only 27% of the
world's population have access to a comprehensive social security system, while
73% is covered by it only partially or not at all’’. Ensuring proper social protec-
'00, including access to and use of the social security beneﬁtslm, has for
a long time applied to and been in the centre of interest of, first of all, wealthy
countries, which have developed advanced institutional solutions in order to pro-

tect their citizens against various social risks'® and have created appropriate

tion

% T. Szumlicz (scientific supervision), Metoda ubezpieczenia w systemie zabezpieczenia
spolecznego (Insurance method in the social security system), [in:] Spoleczne aspekty rozwoju
rynku ubezpieczeniowego (Social aspects of the insurance market development), T. Szumlicz
(ed.), Publishing House of the Warsaw School of Economics, Warsaw 2010.

% In the majority of industrialised countries of the world, social protection covers nearly
100% of all citizens, in the countries with an average level of development, this ratio ranges
from 20 to 60%, while in the region of Subsaharan Africa and southern Asia, it amounts to
about 5-10% of the working population. ILO, Facts on Social Security, www.ilo.org
(23.11.2015).

1% 1LO, World Social Protection Report 2014/15. Building economic recovery, inclusive
development and social justice, Geneva 2014, Xxi. Social protection schemes (through
implementation of such slogans as decent work, access to education, health care, safety of
food and income) responds to various dimensions of poverty and hardship. If there was no
such protection, a greater part of the society would be exposed to risk of living below the
poverty threshold and/or for such a state to remain for the subsequent generations. Social
protection: A development priority in the post 2015-UN development agenda, UN System
Task Team on the Post-2015 UN Development Agenda, UN, New York, May 2012, p. 3.

191 5. Auleytner indicates that social protection is one of social functions of the state (other
functions include, among others, health, safety, employment, education), performed using
organisational, financial and legal instruments. J. Auleytner, Polityka spoleczna, czyli
ujarzmienie chaosu socjalnego (Social policy — taming the social chaos), Pedagogical
University of TWP in Warsaw, Warsaw 2002, p. 36.

12 The catalogue of social risks appeared for the first time in the Recommendation of the
International Labour Organisation Concerning Income Security adopted in 1944 in
Philadelphia. It included the following risks: diseases, maternity, disability, death of
a breadwinner, accident at work, unemployment, old age, unexpected expenses. ncome
Security Recommendation, 1944 (No. 67), Recommendation Concerning Income Security,
International Labour Organisation. Convention of ILO of 1952 concerning Minimum
Standards of Social Security, with regard to the risk of disease and the risk of maternity,
included expenses on health benefits, as well as the risk of poverty, distinguishing family
benefits. As indicated by T. Szumlicz, the catalogue of risks still remains valid and we could
identify therein the risk of senility and sudden shortage. T. Szumlicz, Ubezpieczenie
w polityce spolecznej. Teksty i komentarze (Insurance in social policy. Texts and comments),
Social Risk Management Institute Foundation, Warsaw 2015, p. 184.
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support mechanisms for the poorest citizens. On the other hand, in most less de-
veloped countries of the world, this protection is omitted, disregarded or imple-
mented with the use of inappropriate legal and institutional solutions'®.

In the perspective of the International Labour Organisation, social security is
one of the four forms of social protection. Apart from the abovementioned, the
forms of social protection include also common social benefits (i.e. social provi-
sion), social welfare and systems of benefits in the private sphere, related to em-
ployment or provided individually. However, ILA indicates that the first form,
i.e. social security, in the traditional European and Polish terminology, corre-
sponds to social insurance'®.

T. Szumlicz defines social insurance as a method of financing social risk,
ensuring insurance protection of a household'®”. He indicates that it is distin-
guished from other principles of social security (provisional and philanthropic),
first of all, by: funding with premiums and insurance funds generated thereby,
entitlement to benefits resulting from being a member of the risk insurance
community, as well as the presence of contractual redistribution, in which the
amount of paid premiums depends on the risk "introduced" to the given risk
community, and losses incurred only by some of its members are proportionally
compensated from the previously created fund'®.

Taking account of the socio-economic and political significance of the social
security system, two of its sections can be simultaneously distinguished: em-
ployee and social insurance for farmers'”’. Not only in Poland, but also in other

' A. Norton, C. Conway, M. Foster, Social protection concepts and approaches:
implications for policy and practice in international development, Centre for Aid and Public
Expenditure, Overseas Development Institute, London 2001, Working Paper 143.

1% W. Muszalski, Ubezpieczenie spoleczne. Podrecznik akademicki (Social insurance.
Academic textbook), Polish Scientific Publishers PWN, Warsaw 2004.

195 T, Szumlicz, Ubezpieczenie spoleczne. Teoria dla praktyki (Social insurance. Theory for
practice), Branta Publishing House, Bydgoszcz-Warsaw 2006, M. Kawinski, Ubezpieczenie
spoleczne a finanse osobiste (Social insurance and personal finance), [in:] Doubezpieczenie
spoleczne. Idea i kontynuacja (Supplementary social insurance. The idea and follow-up),
M. Kawinski (ed.), Publishing House of the Warsaw School of Economics, Warsaw 2015.

19 7. Szumlicz, Ubezpieczenie w polityce spolecznej. Teksty i komentarze (Insurance in social
policy. Texts and comments), Social Risk Management Institute Foundation, Warsaw 2015.
7D, Walczak, Uwarunkowania funkcjonowania systemu zabezpieczenia spolecznego
rolnikéw w Polsce (Determinants of the functioning of the social security system of farmers in
Poland), TNOIK, Torun 2011a, K. Kolasinski, Modele i funkcje ubezpieczen spolecznych
(Models and functions of social insurance), Publishing House of the Nicolaus Copernicus
University, Torun 2009, H. Ptawucka, Systemy ubezpieczenia spolecznego (Social insurance
systems), [in:] Problemy prawa ubezpieczen spolecznych (Problems of social insurance law),
B. Wagner (ed.), Publishing House of the Jagiellonian University, Cracow 1996.
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countries providing the basis for the agriculture of the European Union, farmers
have separate social security systems'”, differing in terms of legal, organisa-
tional and social conditions, developed on the ground of the historical and eco-

. . . . 109
nomic perspective of different countries

, though their introduction occurred
significantly later than in the case of other socio-professional groups''’. Auton-
omous social security systems for farmers exist in seven European countries, i.e.
apart from Poland, in Austria, Finland, France, Greece, Luxembourg and Ger-
many, and each of them regards these systems as an integral part of their agri-
cultural policy in the scope of care for the environment and development of rural
areas''"''?. These countries are associated in the industry network ENASP (Eu-
ropean Network of Agricultural Social Protection). In some countries, such as
the Netherlands, UK, Cyprus, Czech Republic, Denmark, Slovak Republic,
Hungary, farmers belong to a uniform, common social security scheme'"”.

The premise for creating the ENASP was the need for providing better pro-
tection of the interests of the farming population and its mutual cooperation at
the European level, as well as creating a representation of farmers for dealing
with EU authorities''*. Among the ENASP countries, Poland has the highest
budget subsidy ratio with the highest percentage of the population employed in
agriculture'”. The system is perceived as costly, unjust and — due to low premi-
ums — preferential, due to which for years we have been observing a strong pres-

198 B Tryfan, Ubezpieczenie spoleczne rolnikéw polskich na tle doswiadczerr wybranych
krajow Unii Europejskiej (Social insurance of Polish farmers in comparison to experiences of
the selected European Union Member States), "Legal, Economic and Social Operations",
1999, Book 1.

1B, Koch, Aspekte der Agrarsozialversicherungssysteme in Europa, Soziale Sicherheit in
der Landwirtschaft, 2/2011.

10" J. Pawlowska-Tyszko (ed.), M. Podstawka, P-Yves Lelong, S. Filipek-Kazmierczak,
Zmiany systemu ubezpieczen spolecznych rolnikoéw a finanse panstwa (Changes in the social
insurance system of farmers versus state finances), Institute of Agricultural and Food
Economics, State Research Institute, Warsaw 2011.

"D, Musial, Zréznicowanie ubezpieczer spolecznych rolnikéw w wybranych krajach Europy
(The diversity of social insurance of farmers in the selected European states), Economic
Annuals of the Kujawy and Pomorze University in Bydgoszcz, no. 7, Bydgoszcz 2014.

"2 M. Dziubinska-Michalewicz, System zabezpieczenia spolecznego ludnosci rolniczej
w Polsce (Social security system of the farming population in Poland), Information no. 595,
Bureau of Studies and Expert Studies, Warsaw 1998.

"5 D, Walczak, Uwarunkowania funkcjonowania... , op. cit.

14 7. Giersz, Systemy ubezpieczenia i zabezpieczenia spolecznego rolnikéw w krajach OEC
(Social insurance and protection systems of farmers in OEC states), Foundation of Aid
Programs for Agriculture SAEPR, FAPA, Warsaw 2013.

5'S. Fronczak, Reforma KRUS po raz kolejny w Rekomendacja UE dla Polski (Reform of
KRUS once again in the EU Recommendation for Poland), Announcement no. 57 of 19
August 2014, FOR.
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sure put on its reforming. It is indicated that maintaining the current social secu-
rity system of farmers through its subsidising constitutes a burden for people
working beyond agriculture, and thus contributes to their lower employment and
hinders relocation of workforce from the ineffective agriculture to more effec-
tive off-agricultural sectors of the economy''®. Farmers, next to miners, the so-
-called uniformed services, judges and prosecutors, belong to the so-called privi-
leged group of entities. The privileges for farmers, which were introduced in
1990 as an element of aid for farmers as a result of difficulties related to the
economic transformation in Poland'"’, consist in the possibility to pay signifi-
cantly lower premiums than those paid in the common system by insured em-
ployees or entrepreneurs.

Although, on the one hand, providing insurance protection to agricultural
producers is perceived as an economic and moral necessity, resulting from the
principle of social solidarity, on the other hand, the society does not agree with
the present operational principles of the social security system for farmers. The
dissatisfaction results from its strict dependence on the state budget, which caus-
es the system to be rigid and limits the freedom of decision-making in the public
finance sector''®.

By definition, the agricultural system was supposed to be based on low pre-
miums and low benefits. However, the situation of Polish agriculture has signif-
icantly changed as compared to the situation at the beginning of the 1990s. The
changes introduced in the agricultural social security system do not keep up with
the needs. This applies not only to the consistently high subsidies to the system,
but also to poor impact of intra-group solidarsm'".

According to Figure 8, social solidarism should be based upon consideration
of the community, rather than merely the individual, though it should be empha-
sised that individualism does not contradict solidarism and should not replace an
individual's independence'®. As a result, the social security system for farmers

"6 M. Gora, J. Litwinski, U. Sztanderska, Rekomendacje (Recommendations), [in:]
Dezaktywizacja osob w wieku okoloemerytalnym. Raport z badan (People in pre-retirement
age exiting the labour force. Survey report), Department of Economic Research and
Forecasts, Ministry of Labor and Social Policy, Warsaw 2008.

"7 . Wilkin, KRUS posiadaczy ziemskich (KRUS of the land owners), Gazeta Wyborcza,
06.03.2010.

8 J. Pawlowska-Tyszko (ed.), M. Podstawka, P-Yves Lelong, S. Filipek-Kazmierczak,
Social Insurance System for Farmers and its impact on public finances. Institute of
Agricultural and Food Economics National Research Institute, Warsaw 2013.

"9 D. Puslecki, Nowe zasady przyznawania emerytur rolniczych (New principles of
granting agricultural pensions), Przeglad Prawa Rolnego (Review of Agricultural Law),
No. 2 (13), 2013.

1207, Szumlicz, Ubezpieczenie w polityce... op. cit.
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should be assessed negatively. For more than 20 years, more than PLN 15 bil-
lion has been paid out every year from the budget to the social security system
for farmers. Nevertheless, no member of the rural environment (or parties repre-
senting this environment in the Polish Parliament) has ever presented this prob-
lem from the point of view of the definition of solidarism. After all, we can talk
about solidarism only if it is motivated by all the indicated factors, while if these
behaviour patterns are not observed, we may say that the retirement system is
based on the interest of a group or simply is a political pension, and is not based
on solidarism'?'.

Figure 8

The place of social solidarism in the pension system for farmers in Poland, as compared to
the ideal position of social solidarism

Political obligation
(required)

Own interest / ommunlty interest

Altruism
(optional)

Ideal (most proper) location of social solidarism

— m— s e« S0Cial sOlidarism in the retirement system of farmers
in Poland

Source: own study on the basis of [Walczak, Pienkowska-Kamieniecka 2015] and [Nicolaidis
and Viehoff 2012].

Excessively expanded solidarism, affecting the state budget, has a very
strong influence on future generations, which will be obliged to repay financial
liabilities under payouts of the current retirement and disability pensions. The

21D, Walczak, S. Pienkowska-Kamieniecka, Solidarity on the example of farmers’ pension

insurance in Poland, Agrarian Perspectives XXIV. Global Agribusiness and the Rural
Economy, Proceedings of the 24th International Scientific Conference, September 16-18,
2015, Prague, Czech Republic.



absence of any reforms with regard to reduction in participation of the state in
this system additionally increases the burdens of future generations. The longer
the changes are not introduced, the greater the likelihood of a conflict, in this
case between generations, as well as between different groups obliged to fund
the abovementioned systems of privileges in social security'*.

4.2. Review of the legislation binding in 2004-2014

Social insurance of farmers is regulated by the Act of 20.12.1990'%. Since
then, the Act has been amended many times, affecting changes in the number of
the insured and beneficiaries of the system. The highest growth in the number of
beneficiaries was recorded at the beginning of the transformation period, when
the rural areas experienced significant effects of socio-economic transformations
in Poland. This situation caused reduction in the burden of the social assistance
institution, limiting the costs of its functioning, since the benefits from the social
security system for farmers partially took over its tasks'**. In the later years, the
number of beneficiaries decreased, as well as the ratio of the number of people
receiving benefits to the number of the insured. At the end of 2014, 1.43 million
people were insured in KRUS, while 1.20 million received benefits.

One of the most significant changes that occurred during the past decade in
the social security system of farmers was introduced by the Act of 2.04.2004
amending the Act on Social Insurance of Farmers and certain other acts'>. Un-
der the Act, farmers-entrepreneurs, who wanted to remain in KRUS, were
obliged to pay double premiums for agricultural social insurance at the full
rate'*®. In order to close the gaps in the system, the period of covering by
farmer's social insurance was extended from one to three years, until the right to
remain in the agricultural system is obtained, in the case of start-up of non-
-agricultural business operations.

122 A. Lowenstein, Solidarity—conflict and ambivalence: testing two conceptual frameworks

and their impact on quality of life for older family members, The Journals of Gerontology
Series B: Psychological Sciences and Social Sciences 62(2), 2007.

123 4et on Social Insurance of Farmers, consolidated text, Journal of Laws Dz.U. of 2015,
item 704, as amended.

124D, Walczak, Uwarunkowania funkcjonowania... , op. cit.

% Journal of Laws Dz.U. No. 91, item 873.

126 Therefore, we can say that a supplementary obligation has been imposed on farmers-
-entrepreneurs to buy social insurance in order to seal the system. D. Puslecki, Zakres ochrony
rolnikow prowadzqcych pozarolniczq dzialalnos¢ gospodarczqg w ustawie o ubezpieczeniu
spolecznym rolnikéw (The scope of protection of farmers conducting non-agricultural
business operations in the Act on Social Insurance of Farmers), Przeglad Prawa Rolnego
(Review of Agricultural Law), No. 2 (15) 2014, p. 100-101.
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Figure 9
The number of beneficiaries and people insured in KRUS, as well as the relation between

them (in %)
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Source: prepared by Sylwia Pienkowska-Kamieniecka on the basis of KRUS data,
www.krus.gov.pl (25.11.20135).

Moreover, the principles of granting benefits for inability to work in agricul-
ture were appropriately arranged. KRUS was obliged to each time replace disa-
bility pension with old age pension, when a pensioner reached the retirement age
and proved being insured for 20 years (women), and 25 years (men)'”’. The
amendment of 2004 excluded from KRUS farmers conducting non-agricultural
business activities taxed on general terms, which was not only met with dissatis-
faction in the agricultural environment, but also constituted a violation of the
freedom of business activities'**. In connection with the above, the subsequent
amendment of 2005'*° allowed farmers and household members to be once
again covered by insurance, after they were excluded due to the form of business

1271, Pawlowska-Tyszko J. (ed.), M. Podstawka, P-Yves Lelong, S. Filipek-Kazmierczak,
Zmiany systemu ubezpieczen spolecznych... op. cit.

128 On 13 March 2006 (file ref. no. P 8/05, Journal of Laws Dz.U. of 2006 No. 46, item 335),
among others, the Constitutional Tribunal ruled that the marginal nature of business
operations (referring to the fact, adopted by the legislator, that non-agricultural business
operations should have a small scale and merely support this income) is not proved by the
type of taxation, but by the level of earned income. Therefore, exclusion of farmers, who at
the same time carried out non-agricultural activities taxed on general terms, from social
security, in a situation, when the obtained income does not exceed the threshold amount, bears
the hallmarks of discrimination.

129 Act of July 2005 amending the Act on the Social Insurance System and certain other acts,
Journal of Laws Dz.U. No. 150, item 1248.
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operations taxation"’. It should be emphasised that conditioning the possibility
to remain in the social insurance system of farmers on the amount of paid tax,
also introduced in 2004"", results in the fact that, on the one hand, a farmer con-
ducting business operations on a small scale, bearing low costs of these opera-
tions, can be excluded from the system, while on the other hand, a farmer con-
ducting the activities on a large scale, reporting high costs of income generation,
may remain in the system, and consequently his/her tax liability will be non-
existent, and in an extreme case — he/she may even bear losses on account of the
conducted activities'>>. The amendment of 2004 caused a significant, as com-
pared to 2003 and the previous years, decrease in the number of people covered
by social insurance for farmers simultaneously conducting non-agricultural
business activities. On the other hand, the amendment of 2005 contributed,
though no longer to such an extent as before, to an increase in the number of

farmers-entrepreneurs (Figure 10).
Figure 10
People covered by social insurance of farmers simultaneously conducting non-agricultural
business operations in 1997-2014 (as at the 4th quarter of a given year)
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Source: prepared by Sylwia Pienkowska-Kamieniecka on the basis of KRUS data,
www.krus.gov.pl (25.11.2015)

B0 D. Puslecki, Zakres ochrony rolnikéw prowadzqcych pozarolniczq dzialalnosé
gospodarczqg w ustawie o ubezpieczeniu spolecznym rolnikow (The scope of protection of
farmers conducting non-agricultural business operations in the Act on Social Insurance of
Farmers), Przeglad Prawa Rolnego (Review of Agricultural Law), No. 2 (15) 2014.

BUIf the amount of income tax payable for the previous year exceeded the amount of PLN
2528 binding at that time. This so-called annual threshold value is subject to annual
indexation using the index of total prices of consumer goods and services. In 2015, this value
amounts to PLN 3204.

2D, Walczak, Uwarunkowania funkcjonowania..., op. cit.
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Subsequent changes were introduced by the Act of 21 November 2008 on
Funded Pensions'*, which covered farmers born after 31 December 1948. The
Act regulates the issue of combining insurance periods and adding together
premiums from the common and the agricultural social security system. It was
stated that if a farmer has been covered by agricultural insurance for the suffi-
ciently long time (at least 25 years) and, during the period of professional activi-
ty, has been covered by insurance in the common system, then, after reaching
the retirement age, he/she will acquire the right to an agricultural pension and
a pension from the non-agricultural system of FUS and OFE (if he/she has been
a member of OFE and has gathered the minimum capital specified by law).

Significant changes with regard to being covered by farmer's social insur-
ance, as well as determination of the premium assessment basis occurred in
2009. The solutions, adopted in the act of 1990, concerning old age and disabil-
ity premium, were supposed to cause it to be the same financial burden both for
farms with low income, as well as for those, which would not have any problem
paying even a higher premium. Functioning of such a way of financing the sys-
tem was met with common criticism and resulted in adoption of the Act of 24
April 2009 amending the Act on Social Insurance of Farmers'*, by virtue of
which, since 1 October 2009, the amount of the premium has been differing de-
pending on the area of arable land of the farm. The obligation to pay higher
premium covers farmers managing agricultural holdings with the area of arable
land exceeding 50 comparative fiscal hectares. The changes in this respect did
not relate to health, accident and maternity insurance. Additionally, the com-
monly criticised non-divisible quarterly assessment of premiums has been re-
placed with a monthly divisible premium. However, the introduced changes
have not substantially improved public finance, due to the fact that the higher
premium covered a small number of the insured (ca. 2% of all insured), who
contributed to the Pension Fund ca. PLN 30 million, which only slightly con-
tributed to the reduction in budget subsidy to the Pension Fund'*’.

Changes with regard to the social security system for farmers related not on-
ly to social insurance, but also the common healthcare system. Until February
2012, people insured in KRUS had not been paying premiums to NFZ (National
Health Fund). This state was changed after issuance of the ruling by the Consti-

'3 Journal of Laws Dz.U. of 2008, No. 228, item 1507.

1** Journal of Laws Dz.U. No. 79, item 667.

135 J. Pawlowska-Tyszko (ed.), M. Podstawka, P-Yves Lelong, S. Filipek-Kazmierczak,
Zmiany systemu ubezpieczen spolecznych... , op. cit.
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tutional Tribunal on 26 October 2010"*°. The Tribunal concluded that the Article
86 (2) of the Act of 27 August 2004 on Health Care Services Financed from the
Public Funds'’, specifying the obligation of the state budget to fund health in-
surance premiums of farmers covered by social insurance, regardless of their
income level, is inconsistent with the Constitution. Since 1 February 2012, the
provisions of the Act of 13 January 2012 on Farmers' Health Insurance Premi-
ums for 2012-2014 have been in force'®, and their continuation for 2015-2016
has been introduced by the Act of 5 December 2014 amending the Act on Farm-
ers' Health Insurance Premiums for 2012-2014"°. Currently, farmers managing
farms with the size of at least 6 comparative fiscal hectares pay the health insur-
ance premiums for themselves and for other household members working in
these farms, in the amount of PLN 1 per 1 comparative hectare. Premiums are
also paid by farmers managing farms and dealing with special types of agricul-
tural production, farmers dealing with special types of agricultural production
and household members working in these branches, as well as retired persons
and pensioners. Farmers conducting agricultural activities on agricultural land
smaller than 6 comparative fiscal hectares and household members of farmers
working in these farms do not pay any premiums. In their case, the premiums
are financed from the state budget, in the amount of PLN 1 per each compara-
tive hectare, per each insured farmer and household member of the farmer. Ob-
viously the healthcare financing system in the agricultural sector requires further
changes, based on developing a tax system in agriculture. The amount of premi-
ums transferred to NFZ should correspond to the amount of income earned.

In 2013, under the Act of 11 May 2012 amending the Act on Old Age Pen-
sions and Disability Pensions from the Social Security Fund and certain other
19 subsequent changes were introduced in the social security system (old
age and disability insurance system) for farmers. These changes concerned the

acts

following issues: gradual increase and levelling of the retirement age of women
and men employed in agriculture, removal of the so-called early agricultural re-
tirement, introduction of two new retirement benefits, i.e. partial and periodical
agricultural old age pensions'"', as well as application of new solutions with re-

136 File. ref. no. K58/07.

137 Journal of Laws Dz.U. No. 210, item 2135, as amended.

138 Journal of Laws Dz.U. of 1 February 2012, item 123, as amended.

139 Journal of Laws Dz.U. of 2014, item 1935.

"% Journal of Laws Dz.U. of 2012, item 637.

14! pursuant to the amendment, early retirement is granted only to those farmers, who, until 31
December 2017, reach 55 years of age in the case of women, or 60 years of age in the case of
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gard to payment of agricultural old age and disability pensions. Although in the
context of the need for wide-ranging reform of KRUS, these changes may be
considered minor, literature emphasises that the target retirement age of 67 for
the insured farmers and other household members (identical for women and
men) is too high, does not match the specific nature of work on farms and does
not take into consideration the health conditions of the population working in
agriculture'**'*. Also, since the agricultural system is not a funded scheme, the
increase of the retirement age will not increase the old age pensions'**.

Another amendment, made by the Act of 23 October 2014 amending the Act

145 . .
, which came into force on

on Social Insurance System and certain other acts
1 January 2015, introduced the possibility for a farmer insured in KRUS to un-
dertake additional work under contract for mandate or be a member of a super-
visory board, as well as to remain in KRUS, provided that the income earned
from these activities does not exceed half of the minimum remuneration for
work binding in a given year. On the indicated basis, farmers and other house-
hold members, who were excluded from KRUS insurance before 1 January
2015, due to concluding a contract for mandate, were also allowed to return to
this insurance. However, the provisions of the Act do not apply to persons,
whose insurance ceased as a result of the farmer concluding an employment
contract or starting additional business operations.

Undertaking the latter while simultaneously managing a farm does not result
in exclusion from KRUS. However, for a farmer to be able to be insured in
KRUS in such a case, he/she has to meet certain conditions, i.e. before undertak-
ing additional business operations, he/she must be covered by social insurance
for farmers to the full extent, continuously for the period of three years; within
14 days from the date of undertaking additional operations, he/she is obliged to
submit in the Fund a statement on continuation of the social security for farmers;

men, as well as can prove being covered only by agricultural old age-disability insurance for
the period of at least 30 years and have ceased agricultural activities.

2 H. Szewczyk, Prawo do emerytury rolniczej. Stan obecny i perspektywy zmian (The right
to agricultural old age pension. Current state and prospects of changes), (in:) Wspolczesne
problemy prawa emerytalnego (Contemporary problems of retirement law), T. Binczycka-
-Majewska, M. Wilodarczyk (ed.), LEX a Wolters Kluwer business, Warsaw 2015.

143 See also H. Szewczyk, Rolnicze choroby zawodowe i parazawodowe (Agricultural
occupational and paraoccupational diseases), Wie$ 1 Rolnictwo (Countryside i Agriculture)
2012, no. 3.

44w, Jagla, Problemy ubezpieczenia spolecznego rolnikéw (Problems of social insurance of
farmers), Institute of Agricultural and Food Economics, State Research Institute, Multi-
-Annual Programme 2011-2014, Warsaw 2014.

> Journal of Laws Dz.U. of 2014, item 1831.
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he/she cannot remain in a service relationship or in an employment relationship,
nor can he/she have an agreed right to old age and disability pension, as well as
he/she has to meet the tax criterion. The condition is non-exceeding in one year
the threshold amount of due tax from revenue on this account. In 2014, this
amount was PLN 3166, which means that, in order for a farmer simultaneously
conducting both types of operations to be able to remain in the KRUS system,
his/her annual income should not exceed ca. PLN 22 000.

4.3. Review of legislative proposals

The discussion about the future of KRUS has been going on in Poland for
years, in particular due to the fact that the current social security system for
farmers has not significantly changed since 1990. Despite the fact that it is not
adapted to the new economic, commercial and agrarian conditions, the problem
of its reform still remains topical and unsolved, above all being present in politi-
cal discussion'*®. Various groups of opinions can be found, which postulate sev-
eral possible options, i.e. from complete dissolution of KRUS to maintaining the
present system while modifying its elements.

The dissolution of KRUS'" as an institution and entrusting its tasks and
competences to the Social Security Institution (ZUS) was assumed by the MPs'
draft Act on Dissolution of the Agricultural Social Insurance Fund, amending
the Act on Social Insurance of Farmers and certain other acts”g, which was
submitted to the Sejm on 9 May 2013. Incorporation of KRUS into organisa-
tional structures of ZUS would take place in institutional and systemic sense,
through integration of both administrative structures (incorporation of HR re-
source, property substrate, receivables and liabilities of KRUS into ZUS), as
well as in terms of public competence (transfer of tasks and obligations from
KRUS and the President of KRUS to ZUS and the President of ZUS). Such ac-
tion would mean dissolution of KRUS as an institution in the Polish legal order,
while maintaining — in the opinion of the drafters of the Act — the main func-
tional assumptions of the previous social security system for farmers, with re-
gard to kinds of social insurance of farmers, grounds for acquiring the right to

146 M. Podstawka, Mity i prawdy o Kasie Rolniczego Ubezpieczenia Spolecznego (Myths and
truths about the Agricultural Social Insurance Fund), Ubezpieczenia w Rolnictwie. Materiaty
i Studia (Insurance in Agriculture. Materials and Studies), KRUS 2010, no. 37.

7 Dissolution of KRUS includes closing the central unit, the regional offices, local offices
and other organisational units.

148 parliamentary Document no. 1536.
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benefits, existence of local agricultural government, as well as principles of
functioning of the Contribution Fund'®.

The draft Act on Dissolution of KRUS imposes on the President of ZUS the
obligation to undertake necessary organisational and legal activities related,
among others, to adjustment of the existing structure of local offices, organisa-
tional, registry and information systems of the Institution to the new situation,
rationalising employment, taking stock of KRUS property and requesting
amendment or adoption of new legal regulations. The draft confers on the Presi-
dent of ZUS the competence to appoint a representative for carrying out the
abovementioned activities. The President of ZUS would be supervised by the
minister competent for social security, and in the event of observing gross negli-
gence in fulfilment of obligations — dismissed by the Prime Minister. Pursuant to
the draft, proceedings in cases already pending and not completed would be
conducted on the basis of the previous regulations, all previously undertaken
activities, issued acts and adjudications, as well as rulings of the certifying phy-
sicians of KRUS, would also remain in force. With regard to material and HR
resources, it was indicated that the property of KRUS would be transferred to
ZUS, and the contracts, on the basis of which KRUS had the right to use real
estate (if the President of ZUS does not express the will to continue the contract
within 2 months) would expire after 3 months from the effective date of the Act.
The employees of KRUS would become the employees of ZUS (pursuant to Ar-
ticle 23' §4 of the Labour Code'”’, concerning transfer of a company to a differ-
ent employer), although it is envisaged that, in the event, when they are not of-
fered new working and salary conditions, or when they do not accept them, the
work relations will expire after 3 months from the effective date of the Act.
Moreover, ZUS would take over the databases and the archive of KRUS.

Apart from dissolution of KRUS and entrusting ZUS with the tasks previ-
ously implemented thereby, other alternative proposed changes also appear,
e.g."”" concerning dissolution of the social security system for farmers, with
covering people previously insured in KRUS with insurance in the common sys-

149 Substantiation of the deputy's draft Act on Dissolution of Agricultural Social Insurance
Society, amending the Act on the Social Insurance of Farmers and certain other acts, op. cit.
10 4ct of 26 June 1974, Journal of Laws Dz. U. No. 21, item 94, as amended.

151 Request for quotation of the Ministry of Agriculture and Rural Development of 7 October
2014 on the order concerning drawing-up of an expert's reports entitled "Ocena i skutki
realizacji Zalecenia Rady UE dla Polski odnosnie likwidacji systemu ubezpieczenia
spolecznego rolnikow i wigczenia rolnikow do systemu powszechnego" ("Assessment and
effects of implementation of the EU Council Recommendation for Poland concerning removal
of the social insurance system of farmers and covering farmers with the common system").
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tem (ZUS) on the terms binding therein. Then the farmer would be covered by
insurance as an entrepreneur, and the household member — as a person cooperat-
ing in business activities. It is also considered to dissolute the social security
system for farmers, with the assumption that people conducting commodity ag-
ricultural activities insured in KRUS would be transferred to ZUS as entrepre-
neurs, while the others, i.e. people conducting agricultural activities only for
own needs, would become beneficiaries of the labour market and social aid in-
stitutions' %,

However, for years, the subject of the broadest discussion has been the
option of leaving a separate social security system for farmers, handled by

KRUS, along with its thorough reform'>.

4.4. Assessment of the effects of regulations in the light of financial stability
of the state, competitiveness of the sector and economic efficiency of farms
The most often quoted argument for dissolution of KRUS is favouring ag-
riculture as compared to other sectors of the national economy'**. The system is
assessed as socially unjust, due to the fact that farmers, as a socio-professional
group, with regard to their business operations, resemble entrepreneurs covered
by common social insurance, but pay significantly lower premiums as compared
to them. In addition, the system is perceived as unjust by the farmers them-
selves, due to their obligation to pay equal premiums, regardless of the earned
profit. The discussed incorporation of farmers into the common social security
system on the terms binding therein, where the farmer would be covered by in-
surance just like an entrepreneur conducting non-agricultural business activities,
and the household member — just like a person cooperating in business activities,
would trigger, above all, changes in the method of calculating and financing

132 According to M. Géra et al., the agricultural retirement system is perceived as a tool for

subsidising prosperous agricultural companies at the expense of participants of the non-
agricultural part of the economy. By creating additional burden, it reduces the efficiency of
this part, which affects the efficiency of the whole economy and the well-being of the whole
society. Therefore, they propose covering the persons working in the commodity part of the
agriculture by the general social security scheme. M. Gora, J. Litwinski, U. Sztanderska,
Rekomendacje (Recommendations), [in:] Dezaktywizacja osob w wieku okoloemerytalnym.
Raport z badan (People in pre-retirement age exiting the labour force. Survey report),
Department of Economic Research and Forecasts, Ministry of Labor and Social Policy,
Warsaw 2008, p. 134.

153 A. Czyzewski, A. Matuszczak, KRUS w budzecie rolnym Polski. Fakty i mity (KRUS in the
agricultural budget of Poland. Facts and myths), Ubezpieczenia w Rolnictwie. Materiaty
i Studia (Insurance in Agriculture. Materials and Studies), KRUS 2015, no. 53.

13 K. Duczkowska-Malysz, M. Duczkowska-Piasecka, Raport w sprawie KRUS (Report on
KRUS), BCC, Warsaw 2008.
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the premium for social and health insurance. These changes would result in
a huge increase in contribution burdens of farmers, which would have particular-
ly severe effects for small farms. This results from comparison of the amount of
premiums paid to KRUS, as well as FUS (Fundusz Ubezpieczen Spotecznych —
Social Security Fund) (especially in the period after 2 years from the start-up of
business activities, if the entrepreneur met the conditions for paying social in-
surance premiums on preferential terms) and NFZ. Treating a farm as a compa-
ny would be tantamount to a radical increase of social insurance premiums,

which would affect the shaping of revenue of agricultural holdings'*.

Figure 11

Comparison of the minimum amounts of monthly FUS premiums of people conducting non-

-agricultural business activities'>, as well as basic KRUS farmer premiums in the 4th quarter
of 2015 (in PLN)
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m FUS premium, preferential period (with sickness insurance)
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m Basic KRUS premium for retirement and pension insurance

= KRUS premium for accident, sickness and maternal insurance

Source: prepared by S. Pienkowska-Kamieniecka on the basis of data from ZUS and KRUS
(28.11.2015).

155 M. Podstawka, P. Golasa, Ubezpieczenia spoleczne i opodatkowanie dzialalnosci rolniczej,
stan obecny i perspektywy zmian (Social insurance and taxation of agricultural activities —
current state and prospects of changes), Ubezpieczenia w Rolnictwie. Materiaty i Studia
(Insurance in Agriculture. Materials and Studies), KRUS 2011, no. 40.

13 The calculations adopted the accident insurance premium rate of 1.80%.
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The basic premium for old-age and disability insurance for farmers simulta-
neously conducting non-agricultural business activities is paid in double the
amount (i.e. 20% of the basic old age pension), while for other household mem-
bers the farmer pays the same premium, as for himself/herself, i.e. in the basic
amount. The additional premium paid to the Pension Fund by farmers is, in turn,
diverse and depends on the farm size.

Table 16
The amount of additional premium for old-age and disability insurance for farmers managing
farms and for farmers simultaneously conducting non-agricultural business activities and
managing farms

Farm size in comparative fiscal Additional premium size as com- Amount of additional premium
hectares pared to the basic old age pension (in PLN)
up to 50 ha 0% 0
from 50 ha to 100 ha 12% 106
from 100 ha to 150 ha 24% 211
from 150 ha to 300 ha 36% 317
above 300 ha 48% 423

Source: as in Table 15 on the basis of KRUS data (28.11.2015).

Data concerning agricultural holdings observed by the Polish FADN suggest
that the average farm burden with social insurance premiums in 2013 amounted
to PLN 2803.11. This amount was diverse and increased along with the growth
in economic size and land resources possessed by farmers. However, it is worth
noting the relatively small differences in the paid premiums in relation to the
growth in the farm size (Table 17).
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Table 17
Social insurance premiums paid to KRUS according to economic size, area of arable land
and location of a farm* in 2013 (in PLN)

According to the Economic Size

Measure 2-8 tys. 8-25 tys. 25-50 tys. | 50-100 tys. [ 100-500 tys. >500 tys.
euro euro euro euro euro euro
Average 183642 2 083,86 2 499,08 3135,89 4412,10 4 445,59
Median 1491,00 1512,50 2 928,00 2 982,00 3 661,50 3 375,00
Measure According to the agricultural area
<5 ha 5-10 ha 10-20 ha 20-30 ha 30-50 ha >50 ha
Average 2 338,16 2 097,64 2 249,15 2 521,66 2 841,37 4 263,75
Median 1.920,00 1.500,54 2 171,50 2 928,00 2 982,00 3 709,00
According to the regions
Measure | pomorze |Wielkopolska | Mazowsze | Matopolska
and Mazury, and Slask | and Podlasip and Pogorzd
Average 3099,92 3016,42 251742 2 634,96
Median 2 928,00 2 928,00 2 776,00 2 658,00

* Due to the nature of the data, the actual social security cost on a farm per one person is difficult to determine,
but taking into account the specific nature of the research, it is important to place the burden on the whole farm.

Source: own study on the basis of data of FADN 2013.

In 2013, agricultural holdings classified as very large in relation to economic
size, i.e. over EUR 500 000 of SO value, paid to KRUS premiums only 2.5
times higher than farms classified as very small (EUR 2-8 thousand of SO val-
ue). On the other hand, taking into account the criterion of the area of arable
land, the difference between the largest (above 50 ha), and the smallest (below 5
ha) agricultural farms amounted only to ca. 82%. This proves the need to update
(increase) the social insurance premiums paid especially by the largest agricul-
tural holdings. Additionally, in the case of farms smaller than 5 ha, the level of
social insurance premiums is high, even higher than in the case of farms with the
size of 10-20 ha, which may confirm the fact that these farms are, unfortunately,
ineffective (many insured persons and low production) or, frequently, these
farms exist merely to ensure the right to insurance benefits (using preferential
social security premiums in KRUS and exemption from health insurance premi-
ums) rather than to maintain production. Analysing the distribution of average
premiums in relation to regions, the highest premiums are paid to KRUS by
farms in Pomorze and Mazury, while the lowest — in Mazowsze and Podlasie.

Since February 2012, farmers maintaining a farm with the total area of at
least 6 comparative fiscal hectares, farmers dealing with special types of agricul-
tural production, household members working in these branches and retired per-
sons and pensioners have paid health insurance premiums to NFZ. In total, in
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December 2014, the number of these people amounted to 1 750 500, and the to-
tal amount of health insurance premiums for 2014 paid to NFZ amounted to
PLN 3249.0 million. In the case of farmers conducting agricultural activities on
agricultural land smaller than 6 comparative fiscal hectares, as well as other
household members of farmers working in these farms, premiums are financed
from the state budget, in the amount of PLN 1 per each comparative hectare, per
each insured farmer and household member of the farmer. In 2014, the costs for
the state budget related thereto amounted to PLN 17 465 thousand. This applied
to the total of 844 500 persons, including 744 800 farmers and 99 700 other
household members of farmers.

Table 18
Health insurance premiums paid to NFZ for 2014
Specification Amount of premium (in PLN

thousand)
In total, including: 3249 039.6
- premium from pensioners 1350 064.8
- premium for farmers and other 1 862 004.0

household members

- special production types 36 970.8

Source: own study on the basis of www.danepubliczne.gov.pl (28.11.2015).

Incorporating them into the common social security system on the terms
binding for people conducting non-agricultural business activities, if the same
principles applied also to health insurance premiums, would mean that these
people would start paying a premium in the amount of PLN 279.41 a month (at
the rate binding in April-December 2015). For all the insured, whose premiums
are financed from the state budget, NFZ would obtain revenues from premiums
at the level of ca. PLN 240 million and the burden of the state budget would be
reduced by the aforementioned amount of PLN 17 465 thousand. However, it
would have to be adjusted, due to the fact that 7.75% of the basic amount of the
premium in the case of persons conducting non-agricultural business activities is
subject to deduction from advance payment for income tax. However, introduc-
tion of such a way of calculating health insurance premiums is impossible, due
to the fact that farmers are not covered by income tax (except for farmers con-
ducting special types of agricultural production) and, as a result, it is impossible

157

to determine their actual income °'. Moreover, the research results of FADN

57 For this reason, it is not possible to estimate the health insurance premium rate paid by
farmers, household members of farmers working on farms larger than 6 ha, as well as farmers
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suggest that many farmers would not be able to afford to pay such a high premi-
um. This is proven by the fact that 1.3 million out of 2.0 million agricultural
farms in Poland is unable to produce during one year food with the value ex-
ceeding EUR 4000.

Thus, the income of Polish agriculture should be taken into consideration,
which is relatively low, while the financial situation of farmers is diverse. Some
farmers certainly could not afford sustaining high insurance costs. According to
the research of the Central Statistical Office (GUS), the average disposable in-
come per one person in households in rural areas constitutes ca. 70% of the in-
come obtained in urban areas, which places farmers in a group at the highest risk
of poverty, next to pensioners and people living on unearned sources. In 2012,
the percentage of farmers at risk of extreme poverty was 3 times higher than
among people working on their own account'® (Figure 12).

Figure 12
Extreme poverty, according to socio-economic groups in 2014 (in %)
1 1 1
People living on unearned sources ] I I I 21,5
Pensioners 1 12,5
Farmers 1 I 1 12,1
Employees 1 6.5
Retirees E
5.8
People working on their own account E
[ 1
Urban areas E
4.6
Rural areas -
1 11,8
T T
0 5 10 15 20 25

in %
Source: own study on the basis of [GUS 2015].

The European Commission also draws attention to the preferential nature of
the agricultural system. For a long time, it has postulated incorporation of farm-
ers in Poland into the common social security system, arguing that the agricul-
tural system constitutes a major burden for public finance and increases hidden
(agrarian) unemployment. The Commission indicates that, in 2014, in the agri-
cultural sector in Poland two times more people were employed (11.5% of the

and persons dealing with special production types and household members working in these
branches.

158 GUS 2015, Ubdstwo ekonomiczne w Polsce w 2014 r. (Economic poverty in Poland 2014),
Warsaw 2015.
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whole workforce) than the average for the European Union'”’, generating only
ca. 4% of national gross value added'®, which indicates low profitability of
Polish agriculture, lower than in the case of other economy sectors. Moreover,
low premiums make the system highly dependent on state subsidies and open to
abuse, since it is used also by non-farmers.

Table 19
Budget revenue, deficit and expenses on KRUS in 2004-2015

Budget revenue | Budget deficit of | Expenses of the Expenses on
Year of Poland (in Poland (in PLN state budget (in KRUS (in PLN

PLN thousand) thousand) PLN thousand) thousand)
2004 156 281 202 41417118 197 698 320 15684 572
2005 179 772 217 28360 727 208 132 944 15362 087
2006 197 639 812 25063 100 220250 298 14967 077
2007 236 367 532 15.956 400 249 654 809 15844 175
2008 253 547 261 24346216 273 985 890 15636 431
2009 274 183 500 23 844979 298 028 478 16 441 845
2010 250 302 781 44 591 097 294 893 878 15671 039
2011 277 557 221 25124 388 302 681 609 16 841 818
2012 287595114 30 406 746 318 001 861 16 220 093
2013 279 151 205 42 194 081 321 345 286 16 484 784
2014 283 542707 28 976 820 312519 527 16 657717
2015%* 297 197 818 46 080 000 343277 818 17 565 664

*Plan

Source: prepared by S. Pienkowska-Kamieniecka on the basis of data from reports on imple-
mentation of the budget for 2004-2014, as well as the Budget Act for 2015 of 15 January
2015, Journal of Laws Dz. U. item 153.

Indeed, funding social insurance benefits of farmers for years has been the
source of many discussions and controversies. The system is financed from two
sources: subsidies from the state budget and income from premiums of farmers
covering benefits not covered by the state guarantees'®"'®>. For around a dozen
years, the nominal total expenses of the state on KRUS have amounted to ca.

% Council Recommendation of 14 July 2015 on the 2015 National Reform Programme of
Poland on and delivering a Council opinion on the 2015 Convergence Programme of Poland,
Official Journal.

10 The World Bank, The Little Data Book 2014, Washington 2014.

181'S. Owsiak, Finanse publiczne. Teoria i praktyka (Public finances. Theory and practice),

PWN, Warsaw 2005, p. 544.

102 g, Bojanowska, E. Hrynkiewicz, Ubezpieczenie spoleczne rolnikéw. Zmiana czy
kontynuacja? (Social insurance of farmers. Change or continuation?), (in:) Ubezpieczenie
spoleczne w Polsce. 10 lat reformowania (Social insurance in Poland. 10 years of reforms),
E. Hrynkiewicz (ed.), Institute of Applied Sciences, UW, Warsaw 2011.
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PLN 15-16 billion per year (with a slight increasing trend). These expenses, in
spite of the numerous times their limitation was announced, for many years has
remained at an almost unchanged level, which, according to the general public,
is the crucial argument for carrying out fundamental reforms in social security of
farmers. The Table 19 presents the state expenses on the operations of KRUS in
comparison to the total expenses and the budget deficit of Poland.

The data contained in Table 19 suggest that, although the nominal expenses
on KRUS have not decreased — quite the contrary in fact — the share of expenses
on the tasks financed by KRUS in the budget expenses of Poland within the last
15 years has shown a clearly decreasing trend in this respect. In 2000-2014, it
decreased by almost a half, i.e. from the level of 9.1% up to 5.3%. At the same
time, the share of expenses on ZUS in the state expenses was fluctuating with an
increasing trend. According to the plan for 2015, it is estimated that they will be
higher by 0.2 percent points as compared to 2000 (Figure 13).

Figure 13
The share of expenses on KRUS and ZUS in the state budget expenses in 2000-2015 (in %)

in %
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Source: prepared by S. Pienkowska-Kamieniecka on the basis of data from reports on imple-
mentation of the budget for 2004-2014, as well as the Budget Act for 2015 of 15 January
2015, Journal of Laws Dz.U. item 153.

The decrease in the share of expenses on KRUS, visible in the Figure above,
was caused mainly by the change in the ratio of the number of beneficiaries (and
expenses on old age and disability benefits for farmers) to the number of the in-
sured, as well as by the increase in budget expenses for other purposes.
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The greatest share in the state expenses on KRUS can be attributed to the
subsidy to the Pension Fund'® and expenses on benefits financed from the state
budget, paid out by KRUS. In the year 2014, they amounted to, respectively,
PLN 16 095.7 million (i.e. 96.6% of all expenses) and PLN 544.2 million (i.e.
3.3% of all expenses). In 2014, premiums of the insured constituted merely
7.5% (ca. PLN 1.5 billion) of the income of the Pension Fund'®, while the
budget subsidy was still high and amounted to 82.4% (ca. PLN 16.1 billion),
although it was lower than in the previous years.

Table 20
Revenues and subsidies to the Pension Fund in 2004-2014
Revenue of the | Subsidy to the . | Premiums
. . Budget subsi- . .
Year Pens10n Fund }Tensmn Fund dy as % of ertten Premiums as %
(in PLN thou- | (in PLN thou- (in PLN of revenue
sand) sand) revenue thousand)
2004 16 306 929 15129 962 92.8 1108 700 6.8
2005 15 886 679 14 710 000 92.6 1077715 6.8
2006 16 204 850 14932 671 92.1 1212022 7.5
2007 15942 124 14 680 697 92.1 1189485 7.5
2008 16 185 291 14 867 871 91.9 1224 658 7.6
2009 17 063 951 15 705 402 92.0 1224 658 7.2
2010 16 347 749 14 935 764 91.4 1356 396 8.3
2011 16 567 365 15120 037 91.3 1387870 8.4
2012 17 102 737 15555738 91.0 1487610 8.7
2013 17 446 206 15853 053 90.9 1530075 8.8
2014 19 527722 16 095 771 82.4 1464 037 7.5

Source: prepared by S. Pienkowska-Kamieniecka on the basis of data from reports on imple-
mentation of the budget for 2004-2014, as well as the Budget Act for 2015 of 15 January
2015, Journal of Laws Dz. U. item 153.

In 2014, the lower budget subsidy to the Fund and lower share of premiums
in revenues of the Pension Fund as compared to 2013 was related to the reve-
nues from reimbursement of payment of concurrent benefits, recorded at the
level of PLN 1.9 billion. Analysing the impact of the change that has taken place
since 2009, concerning the diversity of the social insurance premiums of farmers
depending on the scale of the conducted operations, it cannot be concluded that

193 1n 2014, the budget subsidy to the Fund of Prevention and Rehabilitation amounted to PLN
283 000, which constituted 0.8% of its revenue.

1% Thus, from the financial point of view, it merely serves the secondary role. J. Wantoch-
-Rekowski, System ubezpieczen spolecznych a budzet panstwa. Studium prawnofinansowe
(Social insurance system and the state budget. Legal and financial study), LEX a Wolters
Kluwer business, Warsaw 2014.
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it is reflected in reduction in subsidies to the Pension Fund. Therefore, the prob-
lem of the system is still the lack of correlation between the amount of premi-
ums and the income of farmers.

Despite the fact that many studies criticise the functioning of this part of the
public finance sector, namely the social security system for farmers, and despite
the high expenses of the state related to its functioning, raising questions in the
age of the public finance crisis about their purposefulness and effectiveness'®,
implementation of the most radical emerging proposals is currently impossible.
This regards not only the aforementioned dissolution of the agricultural social
insurance and inclusion of farmers and their household members into the com-
mon social security system, but also dissolution of KRUS as an institution and
entrusting of the tasks executed thereby to ZUS. This cannot be implemented
due to financial, organisational and social reasons.

Dissolution of KRUS and the social security system for farmers, as well as
introduction of farmers' insurance on general terms in the common system, e.g.
as is the case for people conducting non-agricultural business activities, is cur-
rently impossible owing to the following circumstances'®:

e farmers are not covered by income tax and do not keep agricultural ac-
counting (thus, it would be impossible to determine the contribution basis,
on which they would be charged),

e the income of Polish agriculture is relatively low, while the financial situ-
ation is diverse (some people would not be able to afford paying premi-
ums on new terms),

e KRUS is positively evaluated by farmers,

e separate insurance systems for farmers have been functioning in other
countries around the world.

Analysing the assumptions of the draft Act presented above, concerning dis-
solution of the Agricultural Social Insurance Fund as a unit, it is indicated in the
substantiation that dissolution of KRUS has to result in restoration of the situation
from before 1991, first of all, causing rationalisation and limiting public expenses
related to the agricultural social insurance system. However, no social, economic

15 P Gotasa, Wydatki bud:etu paristwa na sektor rolny i KRUS w latach 2004-2008
(Expenses of the state budget on the agricultural sector and on KRUS in 2004-2008), Polityki
Europejskie, Finanse i Marketing (European Policies, Finance and Marketing), 6 (55) 2011.

1 D. Walczak, Pozafilarowe formy oszczedzania na emeryture na przykladzie rodzinnych
gospodarstw rolnych (Non-pillar forms of saving for the retirement pension on the example of
family farms), Ubezpieczenia w Rolnictwie. Materialy i Studia (Insurance in Agriculture.
Materials and Studies), No. 45/2012.
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and financial effects of such a project were indicated, as well as no administrative
and organisational possibilities of incorporating KRUS into ZUS.

This issue applies to 6.1 million employees of the central unit and regional
branches. ZUS and KRUS perform different functions, have different structures
and different service provision procedures. Greater number of ZUS clients (as
aresult of transferring farmers to the common system) will require higher em-
ployment of the workforce for handling the system, having appropriate qualifi-
cations and experience. ZUS would have to either employ new people and train
them (allocating additional measures for this purpose), or employ the past em-
ployees of KRUS. Thus, there will be no substantial savings within reduction of
costs of remuneration and related costs, in particular due to the fact that the ratio
of the number of clients of the agricultural and common system to the number of
employees of institutions handling them, remains at a similar level. Therefore, it
can be expected that a similar number of employees as before will be employed
per one client (the insured person and the beneficiary, i.e. in total, ca. 25 million
people) (Table 21).

Table 21
Employment and remuneration in ZUS and KRUS in 2014

Average gross month- | Number of insured
Average em- L .
. . Salaries (in PLN ly remuneration per persons and bene-
Specification ployment per full . .
obs thousand) 1 full-time employee ficiaries per
J (in PLN) 1 employee
ZUS 46 233.15 2099 928.27 3785.03 483.77
KRUS 6138.17 266 504 3618.13 428.85

Source: own study on the basis of Information about the results of the inspection of execution
of the state budget in 2014 in the part 73 - Social Insurance Institution and about execution of
financial plans of: Social Security Fund, Temporary Retirement Fund, Demographic Reserve
Fund, and the financial plan of the Social Insurance Institution — private legal person, Su-
preme Chamber of Control, Warsaw 2015, p. 59; Information about the results of the inspec-
tion of execution of the state budget in 2014 in the part 72 — Agricultural Social Insurance
Fund and about execution of financial plans of the Pension Fund, Administration Fund, as
well as Prevention and Rehabilitation Fund, Supreme Chamber of Control, Warsaw 2015, p. 24.

Employment in KRUS per client is higher than in ZUS (one employee of
KRUS handles about 11% less clients), however, this issue cannot be explained
directly. ZUS orders many objectives in the scope of social insurance to em-
ployers, who execute them through their employees (e.g. payment of sickness
benefits in the case of employers declaring insurance of over 20 people). When
analysing the costs of remuneration per one employee, the potential savings in
this respect cannot be determined. The average gross remuneration of ZUS and
KRUS employees are shaped on the similar level of ca. PLN 3600-3700 per month.
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Moreover, it is difficult to determine the organisational effect of transferring
to ZUS ca. 1.5 million of the insured and a similar number of beneficiaries, in
particular due to the fact that making any administrative, technical and legal
changes seems unfeasible in the assumed three-month period, from the effective
date of the drafted Act'®’. Currently, ZUS and KRUS execute their tasks with
aid of separate IT systems, and consequently it is important to adjust these sys-

tems to the new situation'®®

(and sustain the high related costs), which requires —
in the opinion of members of the Board of Directors of ZUS — at least an annual
vactio legis. Moreover, according to the Council of the Social Security System
for Farmers, huge disturbances would appear in the functioning of both institu-
tions during their reorganisation. The very replacement of the terms "the Presi-
dent of KRUS" with "the President of ZUS" and "KRUS" with "ZUS", which do
not actually introduce any changes in the social security system for farmers, re-
sults in a misunderstanding, since the rights attributable to the President of

KRUS are assigned to the President of ZUS, who does not have a legal status

comparable with the President KRUS. The failure to adjust the organisational

and administrative principles of functioning of KRUS and ZUS, indicated by
various institutions, also applies to such issues as'®:

e the possibility for paying social insurance premiums of farmers in cash,
whereas in ZUS premiums can be paid only via institutions handling pay-
ments (ZUS does not have cash registers in its offices);

e lack of the envisaged prolongation fee in the case of granting a relief in re-
payment of receivables on account of social insurance premium of farmers,
while such a possibility was provided by the Act on the Social Security Sys-
tem'™,

e the need for standardisation of the principles of issuing retiree and pensioner

cards in both systems,

197 Article 3 (1) of the deputy's draft Act on Dissolution of KRUS states that "The President of
the Institution, within 3 months from the effective date of the Act, shall adjust the
organisation of the Institution to the changes introduced by the Act".

18°A question appears, whether to adjust the IT system previously functioning in ZUS to the
needs of handling the system for farmers, or use the previous system supporting KRUS,
D. Walczak, Uwarunkowania funkcjonowania..., p. 232.

' Tbidem.

170 When, pursuant to Article 29 of the Act on the Social Insurance System, ZUS postpones
the date of payment of any due contributions or divides the payment due into installments, it
simultaneously fixes, on the basis of Article 57 of the Tax Ordinance Act, the so-called
extension fee, which amounts to 50% of the announced interest rate for delay. Act of 29
August 1997 - Tax Ordinance Act (consolidated text: Journal of Laws Dz.U. of 2015, item 613).
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e the need for standardisation with regard to who will be issuing decisions con-
cerning benefits, which — in the case of old age and disability pensions from
the social security system for farmers — according to the drafted Act, are is-
sued by the President of ZUS or ZUS employees authorised thereby, where-
as, in the case old age and disability pensions from the common social securi-
ty system — disability pension bodies,

e giving Chapter 5 of the drafted Act the wording "Organisation and scope of
action of the Institution and the Council of Farmers", while the detailed prin-
ciples of organisation and functioning of ZUS are regulated already in Chap-
ter 7 of the Act on the Social Insurance System,

e lack of uniform regulations with regard to the principles and procedure of
sending for therapeutic rehabilitation, since, pursuant to Article 64 (1) of the
drafted Act, ZUS would undertake actions aimed at aiding the insured and
those entitled to insurance benefits, who are completely unable to work in
a farm, but hold promise of recovering as a result of treatment or rehabilita-
tion, or those at risk of complete incapacity to work in a farm, whereas in the
present legal condition, ZUS sends for therapeutic rehabilitation the insured
at risk of total or partial incapacity to work, persons eligible for sick benefit
or rehabilitation benefit, as well as persons receiving pension for inability to
work, given that the person sent for rehabilitation has to hold promise of re-
covery of capacity to work,

o the probably automatic replacement of certain words and terms, regardless of
the unique character of operation of ZUSm, which resulted in, among others,
replacing "the expert physician of the Fund" (without legal grounds'’?) with
"expert physician of the Institution", while in ZUS, certifications are made by
"certifying physicians of ZUS" '7,

71" Answer of the National Board of Agricultural Chambers of 18 July 2013 to the letter ref.

no. GMS-WP-173-181/M on the deputy's draft Act on Dissolution of Agricultural Social
Insurance Society, amending the Act on Social Insurance and certain other acts.

172 See the opinion of the Farmers' Social Security Council of 10 July 2013 on the deputy's
draft Act on Dissolution of Agricultural Social Insurance Society, amending the Act on the
Social Insurance of Farmers and certain other acts.

173 Leaving both expert physicians and certifying physicians of the Institution, from the point
of view of the assumed savings resulting from combining both institutions, would be
questionable, in particular due to the fact that ZUS has for years, despite the significantly
higher remunerations in this group of employees (PLN 8 270.03 in 2014) as compared to the
average remunerations in the Institute (PLN 3 785.03 in 2014), recorded shortfall of certifying
physicians. In July 2013, ca. 700 certifying physicians were employed on 591 full-time
positions, while the shortfall of certifying physicians amounted to ca. 100 people. See the
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e issuing, as before, resolutions concerning farmers by the Minister of Agricul-
ture and Rural Development, whereas ZUS is governed by the Minister of
Labour and Social Policy'"*.

Substantially, it is indicated that combining KRUS and ZUS would cause
general interruptions in the correct and timely performance of their responsibili-
ties, not only within the scope of social insurance, but also, e.g., prevention and
rehabilitation, resulting in — currently difficult to estimate — social and economic
impacts of such reorganisation, not only for the social security system, but for
the whole agricultural sector as a strategic sector of the economy'”.

Certainly, in the long run, it is impossible to maintain the social security sys-
tem for farmers applying the previous principles. This system requires adjusting
to the present economic situation. The sizes of agricultural activities and the
farmers' incomes have been changing, new sources of inflow to agriculture
emerged as a result of Poland's accession to the European Union (although
farmers still remain a relatively poor group'’®). Even so, the social security sys-
tem for farmers still remains unaffected and unadjusted to these changes. There-
fore, they are necessary, understandable and accepted by the farmers them-
selves'”. The fact that the system requires flexible adjustment to the changing
socio-economic situation of agriculture, but not a radical dissolution of KRUS,
is confirmed by the conclusions included in the report of the World Bank of
2005, stating that radical actions, such as dissolution of KRUS and the social
security system for farmers or merging it with ZUS, are unfavourable and unre-

alistic. It has been also determined that KRUS has more strengths'”® than weak-

opinion of the member of the Board of Directors of ZUS, Dariusz Spiewak, of 4 July 2013 to
the deputy's draft Act on Dissolution of KRUS.

174 Answer of the National Board of Agricultural Chambers of 18 July 2013 to the letter ref.
no. GMS-WP-173-181/M on the deputy's draft Act on Dissolution of Agricultural Social
Insurance Society, amending the Act on social insurance and Certain Other Acts.

175 See the opinion of the Farmers' Social Security Council.

176 The vast majority of farms belongs to the group of very economically small farms (up to
EUR 4000 of SO). W. Kobielski, Koncepcja reformy systemu emerytalno-rentowego rolnikow
(The concept of the reform in the pension scheme of farmers), Forum Inicjatyw Rozwojowych
(Forum for Development Initiatives), Warsaw 2015, p. 52.

77 W. Kobielski, Koncepcja reformy systemu emerytalno-rentowego rolnikéw (The concept of
the reform in the pension scheme of farmers), Forum Inicjatyw Rozwojowych (Forum for
Development Initiatives), Warsaw 2015.

178 The strengths of KRUS included responsible finance management, full monitoring of the
insured and the beneficiaries, great trust of farmers in KRUS, timely payment of benefits. On
the other hand, the weaknesses of KRUS included, among others, excessive dispersion of
decision-making functions, lack of an integrated IT system, as well as lack of tools for field
units to report financial settlements and current tasks to the Central Office of KRUS. See
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nesses and its dissolution would not lead to reduction in budget costs, and would
constitute a threat to high collectability of premiums (above 100%). The farmers
and heads of gminas themselves express their positive opinion on KRUS as an
institution. The research of D. Walczak suggests that every second surveyed
farmer has a positive opinion about the operations of KRUS, and every fourth
one trusts it (on a similar level as the trust towards cooperative banks)'”’. More-
over, in spite of the fact that the farmers see the need for changes in the agricul-
tural social security system, they definitely support keeping it'*’.

A. Czyzewski and A. Matuszczak, in their studies, also contradict the thesis
about the need to dissolve KRUS. However, they indicate that, although within
the last nearly 20 years, total expenses of KRUS in all budget expenses of the
state have decreased almost by a half, the level of expenses approaches the criti-
cal threshold of socially determined expenses'®'.

Therefore, preservation of the autonomy of the agricultural social insurance
system requires fundamental changes, not only due to the need to reform public
finance, but also a number of other cases of ill-adjustment. Since farmers should
remain in KRUS, with simultaneous increase in premiums for those, who obtain
higher income, it seems the changes should begin with introduction of agricul-
tural accounting and income tax in agriculture, as well as the obligation of farm-
ers to keep records of all economic events for tax purposes. There is currently no
mechanism determining the actual farmers' income, which prevents differentia-
tion of social insurance premiums depending on income of the insured. Other
economic conditions of functioning of the social security system for farmers
should also be taken into consideration, such as, among others, low and narrow
diversification of not only premiums, but also benefits'®, high level of fragmen-

M. Lewandowska, Misja Banku Swiatowego w KRUS (The mission of the World Bank in
KRUS), Ubezpieczenia w Rolnictwie. Materiaty i Studia (Insurance in Agriculture. Materials
and Studies), KRUS, No. 2/3, Warsaw 2005.

17 According to the research by D. Walczak, every second farmer responding in the survey
positively assessed functioning of KRUS, while every fourth respondent trusts KRUS.
D. Walczak, Uwarunkowania funkcjonowania..., p. 194.

180 R. Kisiel, D. Dolegowska, K. Majewska, Ocena dziatalnosci Kasy Rolniczego
Ubezpieczenia Spolecznego w opinii ubezpieczonych z powiatu przasnyskiego (Assessment of
operations of the Agricultural Social Insurance Fund in the opinion of the insured from the
Przasnyski Poviat), Journal of Agrobusiness and Rural Development, 2 (36) 2015.

181 A. Czyzewski, A. Matuszczak, KRUS w budzecie rolnym Polski. Fakty i mity (KRUS in the
agricultural budget of Poland. Facts and myths), Ubezpieczenia w Rolnictwie. Materiaty
i Studia (Insurance in Agriculture. Materials and Studies), KRUS 2015, no. 53.

182 Since it is impossible to determine the actual income from agricultural operations, farmers
pay identical premiums and, consequently, receive identical benefits. At the same time, very
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tation of agricultural farms'**'®, lack of actions aiming at a significant change
in the agrarian structure in Poland, scope of financial support of the agricultural
sector from the European funds, the increasing state budget deficit.

The reform should apply to such areas of activity of the agricultural social
security system, which, among others, will increase the level of correlation be-
tween the premium amount and the benefit amount, eliminate abuse and reduce
the costs of the system's operation, thus limiting transfer of funds from the state
budget to the system, which is accused of internal and external injustice. Internal
injustice of the system results from the fact that the diverse premium is not ac-
companied by diverse benefits, while external injustice relates to the use of in-
surance on preferential terms by persons, who — apart from owning land — are
not in fact associated with agriculture'™.

Imperfections in the social security system for farmers are noticed also by the
farmers themselves, who are willing to accept changes, especially those, which —
by diversifying premiums — could result in diverse, higher benefits. People in-
sured in KRUS pay significantly lower premiums than those insured in the non-
-agricultural employee system, but also receive lower old age and disability pen-
sions. These pensions, for single-person pensioner farms, are lower than mini-
mum subsistence figure, and in the case of two-person farms — slightly exceed
this value (Table 22).

low premiums paid to all the insured prevent diversification (increase) of benefits to
a reasonable rate. D. Walczak, Uwarunkowania funkcjonowania..., p. 244.

' The main problem of Polish agriculture is the fragmentation of the agrarian structure of
farms. The structure of ca. 1.5 million agricultural holdings conducting agricultural activities
is dominated by holdings with total area of up to 5 ha (more than 55%). Rural Development
Programme for 2014-2020, Ministry of Agriculture and Rural Development, p. 26.

8 M.A. Sikorska, Przemiany w strukturze agrarnej indywidualnych gospodarstw rolnych
(Transformations in the agrarian structure of individual agricultural holdings), Institute of
Agricultural and Foods Economics, Warsaw 2013.

183 J. Neneman, M. Pilch, M. Zagorski, Koncepcja reformy systemu ubezpieczen spolecznych
rolnikow (The concept of the reform in the social insurance system of farmers), Forum
Inicjatyw Rozwojowych (Forum for Development Initiatives) 2012, http:/www.efrwp.pl/
(date of access: 20.10.2015).
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Table 22

The average old age and disability pension under inability to work paid by FUS and

the agricultural social security system versus the minimum subsistence figure in 2014

Minimum sub- Minimum sub- Ratio of the benefit amount to
Average amount . . .. .
. sistence figure sistence figure | the minimum subsistence figure
. . of benefit (in . . .
Specification PLN) in one-person in two-person (in %)
pensioner farm pensioner farm
1
® (MS1) (in PLN) | (MS2) (in PLN) IMSI 1/(MS2/2)
Agricultural old
age pension 1027.31 95.95 115.53
(KRUS)
Pension for ina-
bility to work 983.60 91.87 110.62
(KRUS) 1070.65 1778.44
Old age pension
paid by FUS 2043.11 190.83 229.77
Pension for ina-
bility to work 1536.32 143.49 172.78
paid by FUS

Source: own study on the basis of Quarterly statistical information. 4th quarter of 2014), Ag-
ricultural Social Insurance Fund, Warsaw 2015, p. 10, Important information related to so-
cial insurance 2014, Social Insurance Institution, Warsaw 2015, p. 35, data of the Institute of
Labor and Social Affairs, www.ipiss.com.pl (30.11.2015).

As indicated by M. Podstawka, the previous state of the lack of correlation
between premiums and benefits must be changed, so that the amount of benefits
would depend on the sum of paid premiums, as in the case of the common social
security system'*’. As a result, it is proposed to stray from the presently func-
tioning defined benefit scheme towards nominally defined premiums. In this
system, the state would guarantee payment of minimal old age pensions to those,
who have not generated adequate capital from premiums, despite being covered
by insurance for at least 25 years. The reform of the old age and disability insur-
ance system based on defined premium supported with budget subsidies, accord-
ing to W. Kobielski, would be characterised by, among others, the principles of
social and professional solidarism, simple and transparent principles of deter-
mining the amount of old age pension, dependence of the size of budget subsi-
dies on the amount of premiums paid by the farmer and his/her farm income, as
well as the decreasing trend in budget subsidy to the system in the long run'®’.

With regard to the change in the calculation and amount of old-age and disa-
bility insurance premiums of farmers, recently a number of proposals has been
submitted, such as: premium calculated from income, lump sum premium calcu-

186 M. Podstawka, Mity i prawdy ... op. cit.
187 W. Kobielski, Koncepcja reformy... op. cit.
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lated on the basis of average gross remuneration in the country's economy, pre-
mium calculated from the economic size of an agricultural holding, and self-
-financed premium'*®.

J. Neneman et al. (2012) suggest a certain segmentation of farmers with re-
gard to including them in the social insurance scheme and indicate that premi-
ums should depend on the earned income'® rather than on the size of the farm.
As a result, it would be possible to determine, which farmers and on what terms
of paying the premium would remain in the KRUS system. They indicate divi-
sion into three groups of farms, i.e. obtaining low income, which could be in-
sured applying the previous principles (specific premium); obtaining average
income, which would pay a higher premium, receiving in exchange higher pen-
sion (so-called hybrid model) (linear premium), and obtaining high income,
which would be covered by the common, non-agricultural social insurance sys-
tem. They would pay premiums defined in amounts at the level of premiums
paid by self-employed people. In the case of the abovementioned hybrid model,
premiums would not be lower than in the present agricultural system, and would
not be higher than in the non-agricultural common system. The current inflows to
KRUS would vary depending on the agreed threshold to access the hybrid system
(the premium would be recorded on individual pension accounts) (Table 23).

The literature repeatedly emphasises that it is necessary to diversify the pre-
miums in a broader scope than currently, as it now applies only to farmers own-
ing 50 ha of land. Such a change could be introduced by increasing premiums
e.g. by 1% or 1.5% of the basic old age pension per each hectare beyond 10 ha,
i.e. the first 10 ha would be exempted from paying a higher premium. This could
bring additional revenues at the level of ca. PLN 500 million per year (Table 24).

188 W. Jagla, System ubezpieczenia spolecznego rolnikéw, jego slabe i pozytywne cechy oraz
kierunki zmian (The social insurance system for farmers, its weaknesses and strengths, as
well as the directions of changes), Presentation from 11th October 2013, Institute of
Agricultural and Food Economics-NRI, Multi-Annual Programme 2011-2014.

'8 Since determination of income may be difficult, it could be reasonable to cover agricultural
activities with a lump sum on recorded revenues, which is currently considered by the
Ministry of Finance.
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Estimated consequences of applying the hybrid model'”’

Table 23

Number of the . .
Insurance rate (as a . . Decrease in total Additional current
Access threshold insured in the hy- . .
(monthly income) percentage of reve- brid system (in preferences (in PLN | income to KRUS
Onty income nue) Y billion)* (in PLN billion)
thousand)
1 000 441 914.7 334.6 2367
1500 4.62 846.3 334 2235
2 000 4.85 775.9 32.1 2089
2500 5.11 703.1 30.7 1939

*Referring to old age insurance.
Source: J. Neneman, M. Pilch, M. Zagorski, The concept of the reform of the social security
system of farmers, Forum Inicjatyw Rozwojowych) 2012, http://www.efrwp.pl/, p. 32.

Table 24

Suggested changes in the amount of old-age and disability insurance premiums and simulated

additional inflows

. | Sizeadopted [\ itional | Additional
Area (in compara- | Number of peo- Average farm size for calcula-
. . . . . . monthly annual reve-
tive fiscal hec- ple insured in (in comparative tions (the revenues (in nues (in
* -
tares) KRUS fiscal hectares) first ha ex PLN) PLN)
empted)
10.01 -20 203 394 15 5 8583226 102 998 721
20.01-50 91179 25 15 11543 261 138519 136
50.01—100 15 009 75 65 8233937 98 807 248
100.01 - 150 3025 125 115 2936 065 35232780
150.01 - 300 1986 225 215 3603 795 43 245 547
over 300 1080 365 365 3327048 39924 576
Total 38227334 | 458728010

*Middle range was assumed.
Source: www.obserwatorfinansowy.pl (30.11.2015),; [Walczak 2011a].

1% The analysis assumed transition to ZUS of ca. 160 000 people, not eligible for the
preferential system. It was also assumed that people begin working at the age of 25, retire at
the age of 65, and the rate of return is 2%. J. Neneman, M. Pilch, M. Zagorski, Koncepcja
reformy systemu ubezpieczen spolecznych rolnikow (The concept of the reform in the social
insurance system for farmers), Forum Inicjatyw Rozwojowych (Forum for Development
Initiatives) 2012, http://www.efrwp.pl/, p. 32.
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Recently, the concept of M. Zagorski emerged, who suggests that budget
support should apply to the poorest farmers, while the others would have to pay
a self-financing premium. According to the assumptions, the lowest premium
would increase from the present level of PLN 88 a month to PLN 116 a month.
It is assumed that such a premium would be paid on by those farmers, whose
annual revenue does not exceed EUR 4000. Persons generating income exceed-
ing this amount would have to pay not only a personal premium, but also an in-
come premium at the level of PLN 459, which would allow for self-financing
the old age pension and adjust the KRUS system of the current ZUS system.
However, in order to be able to implement such solutions, it is necessary to con-
duct a comprehensive reform of the entire financial system in agriculture — first
of all, the tax system.

When analyzing the degree of old age security of farmers and the unques-
tionable necessity to increase low old age agricultural pensions, it can be indi-
cated that farmers, by investing in agricultural holdings, demonstrate greater old
age foresight than they would think, as compared to off-agricultural employee
groups. This is proved by investments outlays in agricultural farms and arable
land sale.

First of all, it should be taken into consideration that most agricultural hold-
ings in Poland are individual farms managed by the whole family. They are mul-
ti-generation family farms connected by economic ties, where all household
members have one common budget, and thus the income of each family member
constitutes income of the whole household (Walczak 2011a, Zegar 1996)'"". In
this context, it should be considered whether all farmers really cannot afford the
changes in the social security system for farmers, and whether they can afford
increased benefits through higher premiums. The answer to this question is not
clear-cut and simple. Polish farmers do not pay income taxes and do not keep
any form of accounting, therefore, other indirect information should be used.

Statistics concerning investments of agricultural holdings in real estate, such
as buildings and structures, machines and technical devices, as well as means of

1 While every second household in cities consists of no more than two persons, rural areas
are dominated by five-person and bigger households (nearly every fourth household). 2.54
persons reside in one apartment in the city, while in rural areas, 3.40 persons reside in one
household (with an increasing trend as compared to 3.33 persons in 2002). GUS 2014,
Gospodarstwa domowe i rodziny. Charakterystyka demograficzna. Narodowy  Spis
Powszechny Ludnosci i Mieszkan 2011 (Households and families. Demographic
characteristics. 2011 National Population and Housing Census), Warsaw 2014.
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transport' >, suggest that the value of investment outlays in agriculture and fish-
ery increases every year. In 2013, they amounted to PLN 4 897.4 million (i.e.
increased by 31.8% as compared to 2010), and the highest outlays were incurred
on buildings and structures. In 2010-2013, farmers invested PLN 6.4 billion in

total'”.

A special role in investments is obviously played by the EU funds,
which allow for undertaking actions at the level indicated above, as well as pref-
erential credits with subsidies to interest paid by the Agency for Restructuring
and Modernisation of Agriculture'”. According to the situation at the end of
2013, farmers submitted applications for PLN 13.99 billion only in one of the
Rural Development Programs — Modernisation of Agricultural Holdings, which
- considering the requirement to invest 50% of own funds - is tantamount to in-
vesting approx. PLN 7 billion of own funds in farms'®”. On the other hand, only
in 2013, approx. 1.4 million farmers received around PLN 14.6 billion under
direct paymentsl%.

At the same time, a constantly growing interest of farmers in agricultural
land is noticeable, which is reflected in higher land prices obtained by ANR
(Agricultural Property Agency). In 2004-2010, the Agricultural Property Agen-
cy sold ca. 100 000 hectares of agricultural land per year, while in 2013 this val-
ue was ca. 150 000 ha. In 2013, the average price of 1 ha amounted to PLN

24 200 (Figure 14).

2 D. Walczak, Inwestycje w rodzinnych gospodarstwach rolnych jako forma gromadzenia
kapitatu emerytalnego (Investments in family farms as a form of gathering pension capital),
Polityka Spoteczna (Social Policy). Special Issue "Problemy zabezpieczenia emerytalnego
w Polsce i na §wiecie" ("Problems of retirement security in Poland and around the world"),
Part I1, 2011.

193 Statistical Yearbook of Agriculture 2014, GUS, Warsaw 2014.

94D Walczak, Inwestycje w rodzinnych... op. cit.

195 PROWiesci 2013, PROWiesci — monthly journal of the Rural Development Programme for
2007-2013, no. 5.

19 ARMA, Report on operations of the Agency for Restructuring and Modernisation of
Agriculture, Warsaw 2014.
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Figure 14
Average price of 1 ha of land (in PLN) and the area sold (in thousand ha) by the Agricultural
Property Agency in 2004-2013
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Source: prepared by S. Pienkowska-Kamieniecka on the basis of data of the Agricultural
Property Agency, www.anr.gov.pl (30.11.2015)

As suggested by the above analyses, farmers dynamically invest in devel-

%7 and thus in workplaces of their children

opment of their agricultural holdings
who with them will form a household in the future and jointly bear costs of its
maintenance, thus lightening the burden on their budget. Hence, investments in
family farms may turn out to be one of the best forms of support for future retir-
ees, and farmers — one of the most well-secured socio-occupational groups in
terms of old age insurance.

There is still a separate issue of voluntary insurance and insurance of other
household members. Household members are persons not involved in agricul-
tural production (land smaller than 1 ha has little to do with agricultural produc-
tion) and not dealing with agriculture. Therefore, preventing these persons from
being covered by this insurance should be considered, although eliminating the
category of a household member is impossible, since it would involve depriving
people of the possibility to insure, e.g., children cooperating in agricultural hold-
ings. On the other hand, restricting insurance to family members does not allow
for insuring, e.g., partners co-managing farms. In fact, insurance of household
members in KRUS cannot be considered a privilege, and covering them under
voluntary insurance should be considered, rather than under the Act, in the cate-
gory of farms over 1 ha.

17 Accession of Poland to the European Union and covering agriculture with the common
agricultural policy had a beneficial impact on the situation in agriculture, resulting in an
increase in the farmers' income and the share of subsidies in the farms' income. See
W. Kobielski, op. cit., p. 52.
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Minor changes should be introduced in the Contribution Fund of the Social
Insurance System for Farmers. The analysis of revenue and expenses shows that
it is self-financing (Table 25), and although, as it seems from the research, the
amount of the paid-out benefits is satisfactory for farmers, increase in the
amount of low sickness benefits could be considered. For instance, increase in
the premium by PLN 10 per quarter would increase income by ca. PLN 60 mil-
lion per year.

Table 25
Revenues and expenses of the Contribution Fund in 2012-2014 (in PLN thousand)
2012 2013 2014
Item Specification in PLN share (in in PLN - in PLN share (in
thousand %) thousand share (in %) thousand %)

Revenues (written) includ- | 255505 | 1000 | 733050 | 1000 | 722957 | 1000

ing:
Accident, sickness and

1. | maternity insurance premi- | 706 782 94.2 696 896 95.1 681 520 94.3
um

2. | Other revenues 43313 5.8 36 154 4.9 41437 5.7

II. | Expenses, including: 687 762 100.0 700 617 100.0 698 076 100.0

j, | One-time post-accident 69 831 10.2 74 453 10.6 78 673 113
compensation

.| Sickness benefits 400 866 583 409 952 58.5 403 487 57.8

3. | Maternity benefits 100 237 14.6 97 755 14.0 95599 13.7

4, | Contribution fothe Admin- | - 54 o 8.6 58 750 8.4 59259 8.5
istration Fund
Contribution to the Preven-

5. | tion and Rehabilitation 32 900 4.8 32639 4.7 32922 4.7
Fund

6. | Other expenses 24 650 3.6 27 068 3.9 28 136 4.0

Source: prepared by S. Pienkowska-Kamieniecka on the basis of data obtained from Man-
agement Board Olffice of the Contribution Fund of the Social Insurance System for Farmers.

In order to preserve the autonomy of KRUS, it should cover, first of all,
farmers, for which conducted agricultural activities are the main source of in-
come. According to e.g., M. Zagoérski, the good definition of a farmer would as-
sume that at least 50% of their incomes is generated from agricultural activities'*®.

Moreover, attention should be paid to the social assistance system for farm-
ers, which requires more effective supervision. Due to the fact that it is impossi-
ble to determine the actual income of farmers, the assistance is frequently grant-
ed to persons, who do not in fact need it, which negatively affects finances of
gminas (the state) and is the source of the popular opinion about ineffective law.

198 www.polskieradio.pl (30.11.2015).
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5. Current and proposed changes in economic insurance in

agriculture199
5.1. Theoretical introduction

Agricultural holdings are particularly exposed to several kinds of risk, par-
ticularly weather risk®”’. Activity of a farmer is based on plant or animal produc-
tion. Plant production directly depends on weather conditions, whereas, in the
case of animal production, weather affects the cost of food production or its pur-
chase price. There are many methods of risk management. They include risk
aversion, risk reduction (before and after loss), risk retention or risk transfer.
Depending on the type of risk, transfer may apply to transfer of risk-generating
operations (e.g. by means of subcontracts) or transfer of liability for damage,
namely insurances™'. Due to the specific nature of agricultural activities, avoid-
ing risk, especially weather risk, is difficult or impossible, and therefore the best
method of risk management is transfer of risk beyond the farms, e.g. through the
aforementioned insurances™”.

Regardless of the form of security, it is essential for the decision on the
method of risk mitigation to be made consciously and to take account of the spe-
cial character of the particular farm®”. A farmer should strive to secure against
risks, the frequency or severity of which is the highest for the conducted activi-
ties. For an individual farmer, risk management consists in finding a beneficial
combination of actions resulting from not knowing the future and the expected
profit”®. With regard to risk management of particular agricultural holdings,

19 Due to the research subject-matter discussed in this chapter, it will present only business
insurances in agriculture specific for this kind of production. Thus, it will not present, e.g.,
civil liability insurance of motor vehicle owners, which is important for farmers, but belongs
to common insurances, rather than specific for agricultural activities.

200 R D. Pope, Risk and Agriculture, [in:] Economics of Risk, collective work edited by D.J.
Meyer, Kalamazoo 2003, MI: Upjohn Institute, p. 127-130.

OV Jedrzejezyk, Ubezpieczenie jako metoda zarzqdzania ryzykiem w gospodarce wiejskiej w
Swietle integracji europejskiej i globalizacji rynku (Insurance as a method of risk
management in rural economy in the light of European integration and market globalisation),
[in:] Ubezpieczenia gospodarcze (Business insurances), Wies i Rolnictwo (Countryside and
Agriculture), collective work edited by M. Adamowicz (ed.), Publishing House of the
Warsaw University of Life Sciences, Warsaw 2002, p. 24.

22 p_Kobus, Ryzyko wystepujgce w produkcji roslinnej, metody jego pomiaru (The risk in
plant production, methods of its measurement), [in:] Czynniki i mozliwosci ograniczenia
ryvzyka w produkcji roslinnej poprzez ubezpieczenia (Factors and opportunities of limiting
risk in plant production by means of insurances), collective work edited by A. Wicka,
Publishing House of the Warsaw University of Life Sciences, Warsaw 2013, p. 63.

23 3. Harwood et al. 1999, Managing Risk in Farming: Concepts, Research and Analysis,
Technical Report, Economic Research Service, U.S. Department of Agriculture, p. 14-58.

2% H. Aimin, Uncertainty, risk aversion and risk management in agriculture, Agriculture and
agricultural science procedia 2010, Vol. 1, p. 152.
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weather unpredictability in particular seasons is particularly important®”. There-
fore, it is equally important to accurately collect climatic data in Poland, as well
as make them available (and make farmers aware that they should make them
available)**®. While mitigating losses in agriculture, we cannot forget the so-
called agri-technical reinsurance (e.g. anti-flood protection, purchase of sprin-
kling machines, financial support for fire department and melioration), which
can be or even should be used by farmers®”.

Table 26 presents factors affecting functioning of an agricultural farm in Po-
land. Due to the increasingly higher value of assets of farmers, which is actually
the same as the value of assets of their households, adequately selected insur-

ance programs are more and more important for farmers®”.

Table 26
Selected risk factors typical of an agricultural farm in Poland
Objective of the farm Profit maximisation
Maximum losses Debt and cessation of agricultural production
Source of risk Weather, market, political decisions
Mechanisms of risk avoidance Insurance, legislation

High in production farms and linked to the value of

Value of farm assets assets of the household

Prices of agricultural products Global (mainly independent on local market prices)

*shows characteristic values for countries developed

Source: prepared by S. Pienkowska-Kamieniecka on the basis of: R. Gommes, Climate-
related risk in agriculture, A note prepared for the IPCC Expert Meeting on Risk Manage-
ment Methods, Toronto, Canada, 29th April—1st May 1998, p. 11.

The values presented in Table 26 show the diversity of specific types of risk
in Poland. This diversity results, among others, from the diversity of climatic
conditions within the territory of Poland. It is reflected in the fact that, e.g. in
April, the average temperature in 1971-2000 ranged from 4.5°C in Zakopane,
through 6.5°C in Chojnice, up to 8.4°C in Opole, while the precipitation in
a similar period - from 28 mm in Torun to 54 mm in Nowy Sacz.

25 R. Gommes, Climate-related risk in agriculture, A note prepared for the IPCC Expert
Meeting on Risk Management Methods, Toronto, Canada, 29th April-1st May 1998, p. 2, 10
26 B Ozkan, H. Akcaoz, Impacts of climate factors on yields for selected crops in the
Southern Turkey, Mitigation and Adaptation Strategies for Global Change 2002, Vol. 7, Issue
4, p.377.

27 Rolne ubezpieczenia dotowane upraw i zwierzqt — co dalej? (Subsidised agricultural
insurances of crops and animals — what's next?) "Gazeta Ubezpieczeniowa" ("Insurance
Magazine"), Tuesday, 14 May 2013. http://www.gu.com.pl (9.11.2015).

2% Dye to the global prices for most agricultural products binding in Poland, the possibilities
to protect income from agricultural activities, e.g. by changing the consumer on a different
market, are limited.
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For agriculture, the risk is not limited only to precipitation, but also its vari-
ability, which increases (expressed by the coefficient of variation, namely the
ratio of standard deviation to the average value), which constitutes a proof of
progressing instability of our climate’”. The value of damage also increases;
both economic, as well as social damage, caused by climatic factors®'’. Im-
provement in effectiveness of flood and drought risk management becomes
a more and more important issue®''. According to the data of the Food and Agri-
culture Organisation (FAO), as much as 84% of damage caused by drought is
done to the agricultural sector””. As indicated in Figure 15, Poland can be di-
vided into 3 parts in terms of precipitation: areas with growing trends, declining
trends and without any clear trends. In each of these parts, the likelihood of
drought is different, and thus the demand for insurance protection will probably
also be different.

Figure 15
Annual precipitation trends in Poland in 1891-2000

B  meteorological stations showing significant
trends
the areas of upward trends

the areas of declining trends

the areas with no trends

Source: Climate in Poland and analysis of action programmes in terms of climate changes
until 2015. Appendix 4 to National Water and Environmental Programme, National Water
Management Authority, Warsaw 2010.

2 Klimat w Polsce oraz analiza programéw dzialar pod katem zmian klimatu do 2015 r.
(Climate in Poland and analysis of action programmes in terms of climate changes until
2015). Appendix 4 to National Water and Environmental Programme, National Water
Management Authority, Warsaw 2010.

219 FAQ, The Impacts of Natural Hazards and Disasters on Agriculture and Food and
Nutrition Security: A Call for Action to Build Resilient Livelihoods, http://www.fao.org
(27.11.2015).

2INIT System of the Country's Protection, http://www.isok.gov.pl/en/ (2.11.2015).

212 FAQ, The impact of disasters on agriculture and food security, http://www.fao.org
(27.11.2015).
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The discussed factors are not the only ones that can affect agricultural pro-
duction; such factors also include: topography and insolation; and some less
predictable include: hurricane and hail. This is why it is not surprising that risks
for particular crops and particular risks across the whole country are highly di-
verse. Due to the specific risk concerning agriculture, subsidised insurance of
agricultural cultivations is used by many countries around the world*". Tt is one
of the methods used by the state to encourage farmers to buy such insurance, as

it is profitable for farmers, as well as for the society as a whole*'*.

5.2. Review of legal regulations

Mandatory insurance of agricultural cultivations — namely insurance of crops
against hailstorm and flood - was introduced by the Act of 28 March 1952 (the
same Act introduces mandatory insurance of buildings against fire and other
specified unforeseeable events)?"”. Similar provisions could be found in the new
Act of 2 December 1958 on Non-life Insurance®®. In the Act of 20 September
1984 on Non-life Insurance included in the statutory insurance, among others®'":

1. buildings — against fire, hurricane and other unforeseeable events,

2. cereal crops, root vegetables and fodder plants - against hailstorm, fire,
flood and flooding as a result of excessive precipitation,

3. horses and cattle in the age suitable for production, as well as pigs, except
piglets — against death and slaughter out of necessity.

Mandatory civil liability insurance was introduced in 1975°° and was in
force until 1990*" without significant amendments. However, on the basis of the
Act of 28 July 1990 on Insurance Activity**, this insurance does not include
liability for damage in private life.

218

213y, Vilhelm, The Role of Public Support of Risk Management in Agriculture, Agrarian
Perspectives, Proceedings of the 20th International Scientific Conference, September 13-14,
2011 Prague, Czech Republic, Czech University of Life Sciences Prague, Prague 2011,
p. 179-185.

214 M.P. M. Meuwissen et al., Sharing risks in agriculture; principles and empirical results,
NJAS-Wageningen Journal of Life Sciences 2001, Vol. 49, Issue 4, p. 343-356.

25 get of 28 March 1952 on Public Insurance (Journal of Laws Dz.U. of 1952, No. 20, item
130); E. Stroinski, Ubezpieczenia majgtkowe i osobowe w rolnictwie (Non-life insurance in
agriculture), Publishing House of the Academy of Finance, Warsaw 2006, p. 134-151.

218 et of 2 December 1958 on Non-Life Insurance (Journal of Laws Dz.U. of 1958, No. 72,
item 357).

27 Aet of 20 September 1984 on Non-Life Insurance (Journal of Laws Dz.U. of 1984, No. 45,
item 242).

218 Regulation of the Council of Ministers of 25 July 1975 on Compulsory Insurance of
Farmers against Accidents and Civil Liability (Journal of Laws Dz.U. of 1975, No. 28, item 145).
29 Act of 28 July 1990 on Insurance Activity (Journal of Laws Dz.U. of 1990, No. 59, item 344).
220 (Journal of Laws Dz.U. No. 59, item 344, as amended).
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Until 1989, insurance of buildings, moveable property and agricultural culti-
vations belonged to the so-called Statutory insurance (execution of protection
after proving the circumstances defined in the Act, without the need to enter into
an insurance contract). The insurance amount was determined by the State In-
surance Company within 14 days from receipt of a notice™".

The Act of 28 July 1990 on Insurance Activity revoked this solution (re-
pealed the Act of 20 September 1984 on Non-life Insurance). The only remain-
ing compulsory insurance in agricultural activities was the insurance of build-
ings comprising farms against fire and other unforeseeable events, as well as
civil liability insurance of farmers in connection with conducting agricultural
operations. This solution was maintained in the Act of 22 May 2003 on Compul-
sory Insurance, the Insurance Guarantee Fund and the Polish Motor Insurers'
Bureau (i.e. Journal of Laws Dz.U. of 2013, item 392). Pursuant to this Act,
a farmer is a natural person owning a farm, which is an area of arable land, land
under ponds and land classified as arable land under buildings, exceeding a total
area of 1.0 ha, if it is subject — in whole or in part - to agricultural tax, as well as
an area of such arable land and land, regardless of its surface area, if agricultural
production is conducted thereon, of special production type, as defined by regu-
lations concerning income tax from natural persons.

Due to the compulsory character of insurance of agricultural cultivations and
farm animals being revoked, as well as due to deterioration in the financial situa-
tion of farmers, the number of insurances of agricultural cultivations after 1989
has radically decreased. In order to popularise the increasingly significant, but
underestimated by farmers insurance of agricultural cultivations, on 7 July 2005,
the Act on Subsidies to Insurance of Agricultural Crops and Livestock was
adopted™. Since 1 July 2008, on the basis of amendment of 7 March 2007, in-
surance of agricultural cultivations, within the scope that will be mentioned in
this paper, has been obligatory*>. On the basis of the Act (Article 10c of the Act
of 7 July 2005 on Insurance of Agricultural Crops and Livestock, i.e. Journal of
Laws Dz.U. of 2015, item 577), a farmer — as it was already mentioned — is
obliged to insure at least 50% of crop area, for which he/she received direct
payments in the preceding year, a minimum from one of the following risks:
flood, drought, hail, adverse effects of wintering, spring frosts. However, in this

2 Regulation of the Minister of Finance of 5 December 1989 on statutory insurance of

buildings and property in an agricultural holding and plots not comprising agricultural
holdings (Journal of Laws Dz.U. No. 68, item 412).

22 et of 7 July 2005 on Subsidies to Crop and Livestock Insurance (Journal of Laws Dz.U.
0f 2005, No. 150, item 1249).

23 Act of 7 March 2007 amending the Act on Subsidies to Crop and Livestock Insurance and
Certain Other Acts (Journal of Laws Dz.U. of 2007, No. 49, item 328).
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case, in accordance with Article 4 (1) letter a of the Regulation No. 1307/2013,
a farmer is a natural or legal person or a group of natural or legal persons, re-
gardless of the legal status of such a group and its members in the light of na-
tional law, whose farm is located within the area covered by the territorial scope
of Treaties, specified in Article 52 of TEU, in connection with Article 349 and
355 of TFEU, and who conduct agricultural activities. A farm (according to Art
4 (1) letter b of this Regulation) means all units used for agricultural activities
and managed by a farmer, which can be found on the territory of the same mem-
ber state. On the other hand, agricultural activity is (according to Art 4 (1) letter
b of this Regulation):

1. production, breeding or cultivation of agricultural products, including
harvest, milking, breeding of animals, as well as rearing of animals for the pur-
poses of the farm;

2. maintaining arable land in a condition, in which it is suitable for pasturing
or cultivation, without the need to undertake preparatory works going beyond
regular agricultural methods and regular agricultural equipment, based on the
criteria defined by Member States on the basis of the framework established by
the Commission, or

3. conducting minimal actions, determined by Member States, on arable land
naturally maintained in a condition fit for pasturing or cultivation.

Because a farmer was defined not only as a natural person or a farm without
a minimum size threshold, in this case, the number of people potentially obliged
to be insured is higher.

In order to further popularise insurances, the amendment of 2015** in-
creased subsidies to premiums (they are paid out by the minister competent for
agriculture), which currently amount to (Article 5 (2)):

1) 65% of premium for insurance of crops, referred to in Article 3 (1) point 1,
if insurance tariff rates determined by insurance companies do not exceed:

a) in the case of insurance of cultivations of cereals, corn, spring rape, turnip
rape, potatoes or sugar beet - 3.5% of the crop insurance amount; in the case of
separating kinds of risk, the insurance amount of a given crop applies to all
kinds of risk,

b) in the case of winter rape, outdoor vegetables, hop, tobacco, fruit trees and
shrubs, strawberries or legumes225 - 5% of the insurance amount; in the case of

2% Act of 24 April 2015 amending the Act on Crop and Livestock Insurance (Journal of Laws

Dz.U. of 2015, item 892).

22 Increase in, among others, the threshold tariff rate with regard to outdoor vegetables, as
well as fruit trees and shrubs will probably contribute to the increase in the area of crops
covered by the insurance protection.
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separating kinds of risk, the insurance amount of a given crop applies to all
kinds of risk;

2) 65% of premium for insurance of animals, referred to in Article 3 (1) point 2,
if insurance tariff rates determined by insurance companies do not exceed 0.5%
of the insurance amount.

It should also be emphasised that, in accordance with the Act (Article 5 (2b)),
insurances companies can set higher insurance tariff rates than those specified
above (3.5% and 5%). In the case, when insurance tariff rates are higher than
those stated above, but do not exceed 6% of the insurance amount, the amount of
the granted subsidies to premiums remains unchanged, namely in the amount of
65% of the premium.

At this point it is worth noting that the abovementioned provisions are con-
stantly modified. In the primary wording of the Act adopted in 2005, subsidies
were supposed to amount up to:

1) 40%, but not less than 30% of the premium for crop insurance,
2) 50%, but not less than 40% of premium for animal insurance.

At the same time, the subsidies were to be used, if the insurance tariff rates:

1) of crops - did not exceed 3.5% of the insurance amount;
2) of animals - did not exceed 0.5% of the insurance amount.

In the case of insurances of crops, two key elements important for farmers
should be pointed out. Firstly, (Article 10c (4) points 2-3) — the insurance compa-
ny's liability with regard to compulsory insurance of crops begins, if these crops
are insured from the risk of damages caused by:

e flood, drought, hail and spring frosts — after 14 days from conclusion of the

compulsory insurance contract;

e adverse effects of wintering - from the date of signing the compulsory in-

surance contract, provided that it should be concluded by 1st December.

Secondly (Article 6 (2)), in the case of crop insurance, the insurance company
is liable for damage caused by:

1) hurricane, flood, heavy rain, hail, lightning, landslide, avalanche, adverse ef-
fects of wintering, and spring frosts, if damages to the main crop amount to at
least 10%;

2) drought, if damages to the main crop amount to at least 25%.

As it was already mentioned, the Act has been amended a couple of times. The
first change was made already in 2006°*°, when two risks were removed from
the Act in question: fire and explosion, and the scope of crops (hop, vegetables,
fruit trees and shrubs, potatoes) and animals (poultry, fish) covered by this in-

28 Jet of 27 April 2006 amending the Act on Subsidies to Crop and Livestock Insurance
(Journal of Laws Dz.U. of 2006, No. 120, item 825).
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surance was broadened. However, the most important changes were made by the
amendment of 7 March 2007%*", which introduced the abovementioned mandato-
ry insurances and changed the name of the Act, from "on Subsidies to Insurance
of Agricultural Cultivations and Livestock" to "on Insurance of Agricultural
Cultivations and Livestock". The Act also broadened the scope of plants, which
may be covered by subsidised insurance, and introduced tobacco, strawberries,
and legumes; introduced the possibility of separating particular risks in the in-
surance contract, as well as this insurance of crops against "a certain risk" (Arti-
cle 3 (1a)), e.g., usually occurring in a given area. This amendment also in-
creased subsidies to premiums - up to 60%, but no less than 50% of the premi-
um for insurance of crops. It also changed the definition of drought and spring
ground frosts.

Another amendment of 25 July 2008 introduced a change in the definition of
spring ground frosts (in wording binding to this day — they may occur from 15
April, rather than from 1 May), changed - reduced - the subsidy to premiums
(50%, but not less than 40% of the premium), as well as clarified several provi-
sions related to obtaining subsidies by insurance companies®*. Under this Act,
since 1 September 2008**’, provisions are in force, concerning integral franchise
and own contribution (Article 6 (2) and (3)).

The amendment of 19 December 2008>*° applied only to the principles of in-
spection of the minister competent for agriculture in insurance companies, with
regard to execution of contracts for subsidies and insurance contracts. The
amendment of 25 March 2011, like the previous amendment, changed the provi-
sions concerning relations between the minister competent for agriculture and
the insurance company with respect to selection of companies providing insur-

. . g . 231
ance with subsidies to premiums™".

27 Act of 7 March 2007 amending the Act on Subsidies to Crop and Livestock Insurance and
Certain Other Acts (Journal of Laws Dz. U. of 2007, No. 49, item 328).

228 Separation of risks to a greater extent allows for adjusting the insurance offer to the needs
of farmers R. Stempel, Ubezpieczenia rolne w gospodarstwach rolnikow indywidualnych
Polski pélnocnej (Agricultural insurance in holdings of individual farmers in northern
Poland), Wiadomosci Ubezpieczeniowe (Insurance News) 2010, no. 2, p. 33.

2 det of 25 July 2008 amending the Act on Crop and Livestock Insurance and the Act on the
National System of Producer Records, Farm Records and Records of Aid Applications
(Journal of Laws Dz.U. of 2008, No. 145, item 918).

B0 get of 19 December 2008 amending the Act on the Freedom of Business Operations and
Certain Other Acts (Journal of Laws Dz.U. of 2009, No. 18, item 97).

Blget of 25 March 2011 on Overcoming Administrative Barriers for Citizens
and Entrepreneurs (Journal of Laws Dz.U. of 2011, No. 106, item 622).
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The last amendment was the aforementioned amendment of 24 April
2015, which among others:

1. increased subsidies to the premium up to 65% of the premium for crop insur-
ance (Article 5 (2) point 1),

2. introduced the possibility of applying, for outdoor vegetables, fruit trees and
shrubs, tariff rates higher than 6% of the insurance amount (Article 5 (2¢)),

3. introduced the possibility to conclude a "co-insurance agreement", namely
allowed insurance companies to jointly provide insurance protection to agricul-
tural producers and participate in insurance risk on the terms agreed thereby and
in the agreed proportions (Article 7 (2a)),

4. shortened from 30 up to 14 days the deadline (grace period), on which the in-
surance company becomes liable after concluding the contract, in the case of
floods or drought (Article 10c¢ (4) point 2).

The above changes demonstrate the evolution of legal regulations, which
were supposed to lead to popularisation of insurances. The possibility of insur-
ance companies to increase premiums (depending on risk known thereto), as
well as the increase in subsidies to premiums undoubtedly affects the increase in
the number of concluded contracts or/and the insured acreage.

The changes in the compulsory character of insurance introduced in 1 July
2008 assumed insurance of 50% of crops, for which subsidies were paid out,
namely approx. 7 million hectares. However, these numbers were shaped com-
pletely differently (although the compulsoriness affected the popularity of insur-
ance), i.e. in 2006 — 311 740 ha, 2007 — 575 029 ha, 2008 — 1 832 036 ha, 2009
—2 808 104 ha, 2010 — 2 845 777 ha, 2011 — 3 032 634 ha, 2012 — 2 751 438 ha,
2013 -3 398 811 ha.

When amending the Act in 2015, it was assumed that the changes will result
in the area of the insured agricultural cultivations in the period of 2015-2020
amounting to***: in 2015 - 3.8 million ha, 2016 - 4.0 million ha, 2017 - 4.2 mil-
lion ha, 2018 - 4.5 million ha, 2019 - 4.5 million ha, 2020 - 4.5 million ha.

On the other hand, in the case of livestock, it was assumed that the insurance
will cover 5 million heads of animals, mainly poultry. In order to monitor imple-
mentation of the objective, a measure was used — the area of the insured crops in
relation to arable land (%)>*, which is assumed to reach the following level in the

B2 det of 24 April 2015 amending the Act on Crop and Livestock Insurance

(Journal of Laws Dz.U. of 2015, item 892).

3 Qubstantiation of the Draft Act amending the Act on Crop and Livestock Insurance (No.
3247), http://www.sejm.gov.pl (15.10.2015).

2% The surface area of arable land in Poland in 2013 amounted to approx. 13.82 million ha.
Statistical Yearbook of Agriculture 2014, GUS, Warsaw 2014, p. 84.
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particular years: in 2015 - 27.4%, 2016 - 28.8%, 2017 - 30.2%, 2018 - 32.4%,
2019 - 32.4%.

In 2013, applications for direct subsidies were submitted by 1.35 million™”
agricultural producers. The applications covered 14.1 million ha, so the manda-
tory insurance of agricultural cultivations covered, similarly to 2008, approxi-
mately 7 million hectares™®,

Growth in the popularity of insurances is correlated with the state subsidy
level to premiums. Within 10 years, these subsidies increased from about PLN
9.86 million up to PLN 164.4 million in 2013, which indicates significant
growth in popularity of these insurances. In 2011 and 2012, the sum of the bene-
fits paid out on account of insurance of crops several times exceeded the amount
of subsidies to premiums. This undoubtedly contributed to the increase in finan-
cial security of agriculture, and, at the same time, also positively affected the
whole economy.

Table 27
Amounts disbursed on insurance of agricultural cultivations and livestock in 2006-2013

Amounts disbursed on insurance of agricultural cultivations and live-
stock, including: Amount of compensa-
Subsidies to insurance premiums: subsidies to com- tions paid out on ac-
Year . pensations count of crop insur-
agricultural .
total cultivations livestock on account of dam- ance
. insurance ages caused by (in PLN thousand)
insurance drought’
2006 9861.3 9810.2 51.1 — -
2007 31437.7 313324 105.3 — -
2008 97 637.6 10 728.3 54.3 86 855.0 193 390.59
2009 132 360.0 130 913.9%* 59.1 1387.0 120 803.86
2010 99 121.2 99 043.3 7179 — 97 648.30
2011 124 711.0 124 166.7 89.7 454.6 361 838.83
2012 162412.2 162 248.8 123.2 40.2 718 705.93
2013 164 407.1 164 245.5 161.6 — 15143531

*The amounts of subsidies to compensations reported in particular years also include subsi-
dies to compensation paid by insurances companies as a result of drought in December of
the previous year.

**Including the amount of PLN 50 578 200, relating to the contracts concluded in 2008, for
which subsidies to premiums were transferred from the funds for 2009.

Source: own preparation by D. Walczak.

5 1n 2004, 1.4 million farmers submitted applications for direct payments. In the subsequent
year, 2005, the maximum number of people, who submitted such applications was 1.48
million. Report on operations of the Agency for Restructuring and Modernisation of
Agriculture 2014, Warsaw, ARMA 2015, p. 29.

28 Report on operations of the Agency for Restructuring and Modernisation of Agriculture
2014, op. cit., p. 42.
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Tables 29 and 30 present the amount of compensation paid in particular
years, taking account of different types of risk. As presented in Table 29 and in
the previous part of the paper, the weather risk is variable, which can be proven
on the basis of the risk "adverse effects of wintering", on account of which more
than PLN 587 million was paid out in 2012, while the year before - PLN 160
million, and a year later - PLN 13 million (Table 29), with a similar number of
concluded insurance contracts (Table 30).

Table 28
Amounts of compensations paid out in 2008-2013 by insurance companies, which have
entered with the Minister of Agriculture and Rural Development into contracts for subsidies
to insurance premiums of agricultural cultivations and livestock on account of particular risks

Risks Amount of compensation paid out in particular years (in PLN thousand)
2008 2009 2010 2011 2012 2013
Drought 157 832 1357 604 2313 116 39
Flood 304 1567 4362 1894 1081 1697
Adverse effects 898 2268 31487 160 644 587776 13033
of wintering
Spring frosts 2910 32922 8 049 137 249 7386 3322
Hail, hurricane,
heavy rain,
lightning, land- 31445 82 688 53 144 59736 122 345 133 342
slide, avalanche
Total 193 390 120 803 97 648 361 838 718 705 151 435

Source: as in Table 27.

Table 29
Structure of insurance of agricultural cultivations according to risks in 2008-2013

Number of risks — contracts, in which insurance covers particular risk
Risks 2008 2009 2010 2011 2012 2013
Drought 14714 9001 1494 648 274 117
Flood 13729 1 863 2 064 610 348 427
Adverse effects 71738 44 646 50 770 54 204 63030 65 620
of wintering
Spring frosts 72 182 67 834 73 631 69 896 77 672 75 063
Hurricane 13 679 1369 4623 4970 6468 11328
Heavy rain 13 679 1352 4623 4970 6468 11328
Hail 88 437 174 465 188 008 171 835 169 950 181 256
Lightning* 13613 1340 4597 4 882 4851 5492
Landslide* 13613 1340 4597 4 882 4851 5492
Avalanche* 13613 1340 4597 4871 4728 5492
Total 328 997 304 550 339 004 321768 338 640 361 615

*risks considered jointly.
Source: as in Table 27.
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While presenting the next insurance in detail, it should be mentioned that, in
the case of civil liability insurance of farmers, according to the Act of 22 May
2003 on Compulsory Insurance, the Insurance Guarantee Fund and the Polish
Motor Insurers' Bureau, the insurance company is not liable for damages:

1) to property, caused to a farmer by people working in his/her agricultural hold-
ing or remaining in the farmer in a common household, or to individuals remain-
ing with the farmer in a common household or working in his/her agricultural
holding;

2) caused by transfer of infectious diseases not spread by animals;

3) to property, caused by a defect of goods supplied by a person covered by the
insurance or by provision of services; if personal injury was caused as a result of
these defects, the insurance company does not bear any liability only if the per-
son covered by the insurance was aware of these defects;

4) arising as a result of damage, destruction, loss or disappearance of items bor-
rowed or received by a person covered by civil liability insurance of farmers for
use, storage or repair;

5) consisting in loss of cash, jewellery, works of art, securities, any kind of doc-
uments and stamp, coin collections and others;

6) consisting in pollution or contamination of the environment;

7) arising from cash fines, court and administrative fines, as well as penalties or
fines related to amounts due for the state budget.

Each of the abovementioned exclusions may have financial effects for farm-
ers if they cause damage. It is worth noting the exclusion related to excluding
damages related to contamination or pollution of the environment, which is very
likely to appear in the case of farmer's operations, and, considering the increas-
ing benefit amounts, may be financially straining for the perpetrator (in this case
~ the farmer)®’. The insurance protection covers only damages caused in con-
nection with the farmer owning the particular farm™® (Article 50 (1)), and thus,
e.g. according to the ruling of the Supreme Court of 12 April 2013, the use of an
animal rearing in an agricultural holding, outside of that holding in order to pur-
sue the hobbies of the farmer or his/her household member, is not covered by

the guarantee liability of the insurer™”.

27 Similar exclusion can be found in the civil liability insurance of motor vehicle owners,
which may also, in certain situations, apply to a farmer, who often (mainly) uses motor
vehicles in direct contact with soil, the environment.

28 In the Act of 20 September 1984 on Non-Life Insurance (Journal of Laws Dz.U. of 1984,
No. 45, item 242), the statutory civil liability insurance of a farmer also covered damages
caused in private life (Article 6 (5)).

29 Judgement of the Supreme Court of 12 April 2013 (file ref. no. IV CSK 565/12).
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In the case of civil liability insurance of farmers, it is also worth emphasising
the scope of liability of this insurance. In accordance with the ruling of the Dis-
trict Court in Stupsk of 26 July 2013, if damage caused by a farmer is related to
"operation" of the farm ... and thus with operation of any device (machine),
driven by the forces of nature, the liability of the farmer will be based on the
principle of risk, in the case of damage caused during works without use of ma-
chines and devices driven by the forces of nature, this responsibility will be
based on the principle of fault (which has to be proven) or equity**.

Just as the number of insurance contracts concluded in the case of crop insur-
ance should be analysed in the context of the number of agricultural producers,
who applied for direct subsidies, the civil liability insurance and building insur-
ance should be analysed in the context of the number of individual agricultural
holdings in Poland. As indicated by the numbers presented in Table 31, the popu-
larity of these insurances is very high, and - due to the definition of the Central
Statistical Office, which refers to farms with the total area of over 1 ha, which ac-
tually conduct agricultural activities - we may even formulate a hypothesis that
the number of insurance contracts concluded in this scope is greater than the
number of agricultural holdings actually conducting agricultural activities.

The presented business insurance in agriculture is mandatory, thus lack
thereof may result in some fees, in the case of:

1. insurance of buildings comprising agricultural farm against fire and other
unforeseeable events — fine constitutes the equivalent of one fourth of the mini-
mum remuneration for work (Article 88 (2) point 3 of the Act on Compulsory
Insurance),

2. civil liability insurance of farmers in connection with conducting agricul-
tural operations — the equivalent of one tenth of the minimum remuneration for
work (Article 88 (2) point 3 of the Act on Compulsory Insurance),

3. crop insurance — the amount of fee is the PLN equivalent of EUR 2 per
1 ha, determined by using the average exchange rate announced by the National
Bank of Poland, according to the table of exchange rates no. 1 in the inspection
year (Article 10c (7) of the Act of 7 July 2005 on Insurance of Agricultural
Crops and Livestock).

0 Judgement of the District Court in Stupsk of 26 July 2013 (file ref. no. IV Ca 357/13);
J. Nawracata, Ubezpieczenia OC rolnika. Odpowiedzialnos¢ na zasadzie winy czy ryzyka
(Farmer's civil liability insurance. Fault-based or no-fault liability), Prawo Asekuracyjne
(Insurance Law) 2009, no. 2, p. 98-105.
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Table 30
The number of individual agricultural holdings with the total area of more than 1 ha, and the
number of concluded contracts for mandatory civil liability insurance of farmers and

buildings in agricultural farms in 2008-2013 (in thousand)

Number of compulsory

Individual agricultural | civil liability insurance

Specification holdings with the surface | policies of agricultural

area of more than 1 ha* holdings of natural per-
sons

Number of compulsory
insurance policies of
agricultural buildings of
natural persons

2008 1806.5 1452.2 1640.7
2009 1765.9 1439.4 1627.9
2010 1480.2 1419.7 1609.9
2011 1614.9 1509.4 1688.4
2012 1452.9 1490.9 1508.8
2013 1391.1 1463.5 1929.2

*In 2010, the definition a farm has been changed. According to the binding definition, agri-
cultural holdings do not include owners of arable land conducting agricultural activities, as
well as owners of total area of arable lands smaller than 1 ha conducting agricultural small-
scale activities. Additionally, due the research subject, the Table does not include farms of
total area smaller than 1 ha.

Source: D. Walczak, Conditions of functioning of the social security system for farmers in
Poland, TNOIK, Torun 2011; Biuletyn Roczny. Rynek ubezpieczen (Annual Bulletin. Insur-
ance market) 2010, Polish Financial Supervision Authority, Warsaw 2011, Biuletyn Roczny.
Rynek ubezpieczen (Annual Bulletin. Rynek ubezpieczen 2011, Polish Financial Supervision
Authority, Warsaw 2012; Biuletyn Roczny. Rynek ubezpieczen (Annual Bulletin. Rynek ub-
ezpieczen 2012, Polish Financial Supervision Authority, Warsaw 2013, Biuletyn Roczny.
Rynek ubezpieczen (Annual Bulletin. Rynek ubezpieczen 2013, Polish Financial Supervision
Authority, Warsaw 2014, Rocznik Statystyczny Rolnictwa (Statistical Yearbook of Agricul-
ture) 2014, Warsaw, GUS 2014, 113; Rocznik Statystyczny Rolnictwa 2013, Warsaw, GUS
2013, p. 10.

Table 32 presents the entities obliged and authorised to control farmers with
regard to possession of mandatory insurance. Article 84 (5) of the Act on Com-
pulsory Insurance, the Insurance Guarantee Fund and the Polish Motor Insurers'
Bureau additionally indicates that the obliged and authorised bodies carry out
inspection on the terms and in the mode specified by provisions governing the
activities of these bodies. In the case of crop insurance, lack of this insurance in
the compulsory scope may also result in reduction in the state aid granted by the
State Treasury on the basis of the Commission Regulation (EU) No.702/2014 of
25 June 2014 declaring certain categories of aid in the agricultural and forestry
sectors and in rural areas compatible with the internal market in application of
Articles 107 and 108 of the Treaty on the Functioning of the European Union
(Article 25 (9)).
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Table 31
Inspections of fulfilment of the obligation of concluding an insurance contract for agricultural
buildings, civil liability of farmers and crops

Controlling entity The beneficiary of the fees
for failure to meet the obli-
Specification gation of concluding the
obliged authorised compulsory insurance con-
tract
Insurance of | head of gmina (mayor or | a) the governor of poviat | the gmina competent with
buildings president of a city) com- | competent with regard to | regard to the location of the

petent with regard to the | the location of the farm or | farm
location of the farm or | place of residence of the
place of residence of the | farmer,

farmer
b) Insurance Guarantee

Fund

Insurance of crops the gmina competent with
regard to the place of resi-
dence or the registered office
of the farmer

Civil liability | head of gmina (mayor or | a) the governor of poviat | Insurance Guarantee Fund
insurance of farm- | president of a city) com- | competent with regard to
ers petent with regard to the | the location of the farm or
location of the farm or | place of residence of the
place of residence of the | farmer,

farmer
b) Insurance Guarantee

Fund.

Source: own study on the basis of the Act on Compulsory Insurance (Articles 84 and 88) and
the Act on Insurance of Agricultural Cultivations and Livestock (Article 10c (9) and (11)).

As a result of the compulsory nature of civil liability insurance of farmers,
the Insurance Guarantee Fund (Ubezpieczeniowy Fundusz Gwarancyjny - UFG)
satisfies claims for damages arising on the territory of the Republic of Poland
under this insurance (similarly — on specified terms — it satisfies claims for civil
liability of motor vehicle owners). In the case of civil liability insurance of
farmers, this applies to situations, when a farmer, a person living in a common
household or a person working in his/her household are obliged to compensate
damage caused as a result of the farmer owning the particular farm, being a con-
sequence of death, bodily injuries, health disorder or loss, destruction or damage
to property, and the farmer was not insured under the compulsory civil liability
of farmers. On the basis of data made available by UFG in 2013, there were 77
such damages, and in 2014 — 81, while the paid out compensations amounted to,
respectively, 59 and 79. This proves popularisation of these insurances among
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farmers™'. It is confirmed by the number of issued calls to pay the fee for failure
to meet the obligation to conclude a contract for civil liability insurance of farm-
ers. In 2013, such calls amounted merely to 1470, while in 2014 — 628.

Table 32
Number of damage claims submitted and paid by UFG under the lack of farmer's mandatory
civil liability insurance and number of issued calls to pay the fee for failure to meet
the obligation to conclude a contract for civil liability insurance of farmers

Specification 2013 2014
Number of damage submitted claims for civil liability 77 31
insurance of farmers
Number of damages paid for civil liability insurance of 59 79
farmers
Number of issued calls for civil liability insurance of 1470 628
farmers

* Due to the fact that the entity authorised to collect fines on account of lack of crop insurance
and lack of insurance of agricultural buildings is not UFG, preparation of a similar study for
these insurances is practically impossible.

Source: Annual Report of UFG, Warsaw 2015, p. 9-16.

5.3. Review of proposals for the future

In 2015, a reform was conducted of subsidised crop and livestock insurances.
However, it should not be forgotten that it is possible to completely change the
scope of crop insurance, by introducing index insurances, aimed at mitigation of
the effects of the risk of yield reduction as a result of adverse climatic conditions™**.
Index is a specified parameter”®, the level of which is monitored by an external
independent institution. Payment of a benefit is executed on the basis of a specific
index, when its level exceeds the fixed range. As a result, payment is made on the
basis of realisation of the fixed parameter, rather than on the basis of real losses of
a farmer. The advantages of this method may include limiting the phenomenon of
adverse selection, reduction in operational costs related to execution of crop insur-
ance, while its challenge is an objective determination of occurrence of specific
events, by means of parameterisation. Table 34 presents potential advantages, dis-
advantages, opportunities and hazards resulting from introduction of index insur-
ances, from the point of view of an agricultural producer. This Table also contains
references to other entities on the insurance market. Index insurances may offer
coverage of the effects of previously non-insured events or decrease in the price of

2! Annual Report of UFG, Warsaw 2015, p. 9-16.

22 A, Sarris, Weather index insurance for agricultural development: introduction and
overview, Agricultural Economics 2012, Vol. 44, Issue 4-5, p. 381.

3 Quch a parameter should be calculated on the basis of historical data, in the scope of
probability of occurrence of a phenomenon and its effects.
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these insurances. Low insurance price and extension of the scope of customers
would directly reduce the potential costs incurred by the state in the event of a natu-
ral disaster™**.

With regard to implementation of any future solutions, the causes of low
popularity of crop insurance should also be specified. The reason why many
farmers are not insured may relate to treating a farm as an additional source of
income, which does not need to be insured. As indicated in the research, persons
declaring farms as the basic source of income significantly more often own this
insurance®®’. Meanwhile, more and more Polish farmers earns their income out-
side of agriculture. One of the proofs is the number of the farmers insured in the
Agricultural Social Insurance Fund at the end of 2014, which amounted only to
879 761 people®®®. As compared to the number of agricultural holdings in Po-
land or the number of applications for direct payments, it suggests that a consid-
erable part of farmers is not insured under social insurance of farmers, as they
are covered by the common system>*’.

Of course, the lack of crop insurances is also caused by the trust bestowed in
property insurance companies in Poland. The farmers' opinion on the companies
is definitely worse than the opinions of employees or the self-employed. It is
worth comparing the values presented in Table 35 with the trust, e.g., in very
well assessed banks, trusted by ("yes, great" and "yes, moderate") 44.8% of self-
employed, 39.8% of employees and 28.6% of farmers, which is several or over
ten percentage points better than insurance companies.

2 M. Kaczata, K. Lyskawa, Koncepcja polis indeksowych i mozliwosé ich zastosowania

w systemie obowigzkowych dotowanych ubezpieczen upraw w Polsce (The concept of index
policies and the possibility of their application in the system of compulsory subsidised crop
insurances in Poland), presentation, Polish Insurance Association Conference, Warsaw
5.11.2012; M. Kaczata, K. Lyskawa, Stosunek do konceptu ubezpieczenia indeksowego suszy
0s0b kierujgcych indywidualnymi gospodarstwami rolnymi w Polsce (The attitude towards
the concept of index insurance against drought among people managing individual
agricultural holdings in Poland), Wiadomosci Ubezpieczeniowe (Insurance News) 2011, 4,
p. 34-40.

5 D. Walczak, Uwarunkowania... op. cit., p. 207.

8 Kwartalna Informacja Statystyczna (Quarterly Statistical Information), 4th quarter of
2014, Warsaw 2015, p. 25.

7 There are probably also other reasons for this difference, e.g.: the farm is managed by
a pensioner or a retiree.

112



Table 33

Analysis of properties of index products (SWOT analysis)
from the point of view of an agricultural producer

Advantages of index insur-
ances

Disadvantages of index insurances

Low price arising from low-
er costs of security provision

Low benefit level

Possibility ~ of  securing
against the effects of previ-
ously non-insured events

Benefit level independent from the size of the damage

Non-dependent on state aid
in the event of a natural
disaster

The presence of a basis risk, especially with regard to the precipitation index —
possible lack of benefits despite actual damage, especially in the case of farm-
ers with outstanding output

Extended scope of potential
customers

Payment only after calculation of index — in fact, after the end of the insurance
period

Simple liquidation, without a
visit of a liquidator

It is essential to secure measurement instruments before any interference

Possibility for the agricul-
tural producer to make a

current  assessment  of
whether the damage oc-
curred

Early stage of development of such a solution involves: weather derivatives,
probably hardly convincing for farmers

Reduced number of disputes

Difficult access to the product within a climatically diverse area, where histor-
ical data are of poor quality, available time series are short, and damage is
catastrophic in size

Relatively simple product

Possibility of speculation

Possible trade on the sec-
ondary market

X

Opportunities

Hazards

Involvement of agricultural
producers in the data collec-
tion process and in im-
provement of the index, also
by imposing a top-down
obligation of reporting cer-
tain data

Historically established habits of an agricultural producer to fully cover the
damage

Subsidy to premium

Initial increase in the number of disputes

Easier to obtain other forms
of support

Lack of trust towards index monitoring institutions

Lack of understanding and acceptance of the correlation between the weather
phenomenon and the damage

Imposing the obligation of insurance

Harder to obtain financial aid from the state budget in the case of some cata-
strophic events, or conditioning provision of aid in its full amount upon insur-
ing a relevant part of acreage

Benefit level will not be indexed and will not be enough for sustenance and
resuming production

The need to involve third party entities in assessment and trust them

Legal doubts (excessive accumulation of wealth) that may result in the legal
liability being borne by the agricultural producer

Possible imposing onto an agricultural producer additional obligations with
regard to collecting and sharing data, in order to improve the index

Introduction of the legal obligation may result in protests of agricultural pro-
ducers

Source: J. Handschke, M. Kaczala, K. Lyskawa, Koncepcja polis indeksowych i mozliwosé ich zastosowania
w systemie obowigzkowych dotowanych ubezpieczen upraw rolnych (The concept of index-based policies and the
possibility of their application in the system of compulsory subsidised crop insurance), Polish Insurance Associa-
tion, Warsaw 2015, p. 71.
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Table 34
Trust of particular professional groups in property insurance companies

Specification Trust in property insurance companies In total
P yes, great | yes, moderate no no opinion
1.2 % 272 % 342 % 37.4 % 100‘;0
employees %
1.2 % 224 % 323 % 44.1 % 100‘;0
farmers %
100.0
0, 0, 0, 0,
Source of farm | self-employed 1.2% 3LT% 36.8% 30.3% %
feome . 13 % 209%|  307%|  470% 000
retirees %
pensioners 1.8 % 17.4 % 29.0 % 51.7% 100‘;/0
0
living “on - uncarned 1.4 % 17.1% 32.7% 79| 1000
sources %
100.0
0, 0, 0, 0,
Total 1.3% 24.4 % 32.9% 414 % %

Source: Social diagnosis: integrated database. http://www.diagnosis.com (25.08.2015).

Certainly, there are certain factors affecting only low popularity of crop in-
surances. These factors relate not only to farmers and insurance companies, but
also the government. In order to limit these difficulties, changes are made in the
functioning of insurances®*®.

A serious problem also affecting these insurances is the state assuming the
role of an insurer. The statements of state authorities put them in the role of an
insurer too often, effectively discouraging buying insurance by farmers. Politics
often use phrases such as: the government will help the injured farmers, espe-
cially during the electoral campaign®. In 2015, the government decided to
spend PLN 488 million on the aid for farmers, who sustained losses as a result
of drought. Of course, the assistance covered the insured farms, the remaining
ones — as it was already mentioned — could receive aid reduced by 50 percent.

The increase in popularity of crop insurances, on the one hand, is in the best
interest of all businesses operating on this market — namely farmers, insurance
companies and the government. On the other hand, the same entities are respon-
sible for popularisation of these insurances. The legal changes introduced by the
government result in greater acceptance of these insurances by insurance com-

%8 Not all changes are beneficial, as it was presented in the previous part of the publication.
The subsidy to premiums was reduced in 2008, which could negatively affect the popularity
of these insurances.

2 D. Walczak, Wybrane determinanty rozwoju rynku ubezpieczeri gospodarczych w Polsce
(Selected determinants of the business insurance market development in Poland), [in:]
Problematyka wspélczesnych ubezpieczen (The issues of contemporary insurances), collective
work edited by A. Organisciak-Krzykowska, J. Bak, Warsaw-Olsztyn 2013, Institute of Labor
and Social Affairs - University of Warmia and Mazury, p. 9-20.
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panies, e.g. through changes in calculation of subsidies to insurances. These
changes also affect the possibility of offering a more market-like offer, which will
be positively received by farmers. At the same time, insurance companies and the
government should to a greater extent work towards popularisation of these insur-
ances, as well as towards increasing insurance awareness among farmers.

Table 35
Difficulties perceived by farmers, the government and insurances companies, relating to
insurance of agricultural cultivations and livestock (state as at 2012)

FARMERS
Opinion of clients Details
No justified character of introducing the obligation, not having the
Insurance obligation policy causes lack of disaster loan, lack of inspection of compliance

with the obligation
No acceptance for an insurance price higher than 2.5% of the insur-
ance amount paid by the farmer*

High insurance price

Unavailability of subsidies to premi-
ums for groups of clients
No possibility of insuring specified No insurance protection against damages caused by game, inland
risks birds, diseases and pests
Limited insurance offer for animals against death or slaughtering out
of necessity as a result of disease or accident

GOVERNMENT
Small number of insurance companies dealing with insurance subsidised from the state budget
Underspending funds for subsidies to premiums
Expecting even greater involvement agricultural communities in legislative processes related to insurance of
agricultural cultivations and livestock
Problems with assessment of the scale of financial commitment in the contribution of the state budget in com-
pensations
Limited possibility of helping farmers in the case of catastrophic phenomena — tension between insurance and
social aid

Applies to “large” entities, producers of vegetables and fruit

No attractive livestock insurances

INSURANCE COMPANIES

No profitability of crop insurance
Anti-selection of risk

Handling conclusion of a very high number of insurance contracts within a short time (October — November)
Many clients perceiving insurances only through the prism of price

Settlement of subsidies to premiums for the 4th quarter should take place until 15th December of each year
The need to quickly adjust General Terms of Insurance to the changing law (seasonality of entering into in-
surance contracts)

Handling claims in the case of unforeseeable catastrophic events — accumulation of claims within a very short
time

Restrictions in using subsidies to premiums*
Detailed problems with crop insurance against adverse effects of wintering, spring ground frosts, draught and
flood
*changed by the amendment of 2015
Source: A. Janc, Trudnosci w funkcjonowaniu ubezpieczen upraw i zwierzgt gospodarskich w Polsce
w latach 2006 — 2012 (Difficulties in the functioning of crop and livestock insurances in Poland in
2006 — 2012), Presentation, Conference of the Polish Insurance Association, Warsaw 5.11.2012.
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With regard to the two remaining insurances, already existing in an almost
unchanged form for a few dozen years, the question should be answered, wheth-
er both insurances should still be mandatory. Undoubtedly, civil liability insur-
ance of a farmer is supposed to defend the interests of the farmer and the injured
party, however, as it was already mentioned, insurance of buildings is just
a property insurance introduced to protect farmers. Therefore, three options re-
main for consideration in this respect in the long run: whether to remove the
compulsoriness, at least for insurance of buildings, which is one of the few
mandatory insurances, in which the insurer is also potentially the only injured
party”’. Obviously, the existing status-quo can be maintained, namely the com-
pulsoriness of all three business insurances in agriculture. Keeping these insur-
ances is supported by FADN statistics for the years 2007-2013; from among the
farmers participating in this survey, most of them received benefits resulting
from the insurance of buildings (389 farmers) with average value of PLN
11 813.02. On the other hand, the farmers received the highest amounts (99
farmers) under production-related insurance (e.g. crop and animals insurance) —
PLN 12 348.02%°". The theoretical discussion can also be initiated — third option
— over increasing number of mandatory insurances (at least for some farmers),

. . . 252
e.g., to include environmental insurance™".

5.4. Assessment of the effects of regulations

The indicated insurance are primarily supposed to protect material interest of
the farmer. Thus, it is necessary to show how important it is for these insurances
to function efficiently. With regard to crop insurance, farmers receive more
funds than the annual average state subsidies to these insurances. The highest
difference occurred in the already mentioned year 2012, when the State Treasury
paid an additional PLN 162 million, while farmers received more than PLN 700
million on account of damages.

20 3. Orlicka, M. Orlicki, Obowigzkowe ubezpieczenie budynkéw rolniczych w $wietle nowej
regulacji - wybrane zagadnienia (Compulsory insurance of agricultural buildings in the light
of the new regulation - selected issues), Ubezpieczenia w Rolnictwie. Materialy 1 Studia
(Insurance in agriculture. Materials and Studies) 2003, no. 4, p. 79-80.

21 polish FADN (Farm Accountancy Data Network), Database.

352 We may also consider extending the obligation of insurance of buildings onto the whole
population. M. Orlicki, Zasady projektowanego obowigzkowego ubezpieczenia budynkow
mieszkalnych od skutkéow ryzyka katastroficznego — kwestie prawne i techniczno-
-ubezpieczeniowe (The principles of the designed compulsory insurance of residential
buildings against the effects of catastrophic risk — legal and technical-insurance issues), (in:)
collective work edited by E. Kowalewski, Ubezpieczenie budynkow od ryzyk katastroficznych.
Aspekty prawno-ekonomiczne (Insurance of buildings catastrophic against risks. Legal and
economic aspects), Torun 2013, p. 261-272.
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Table 36
Average annual efficiency of the granted subsidies to crop insurance premiums

Subsidy amount Amount of compensations paid . .
Year (in PLNythousand) out (in PLl\}J thousand)p Subsidy efficiency (%)
2008 61306.50 193 390.59 315.45
2009 80335.70 120 803.86 15037
2010 99 043.30 97 648.30 98.59
2011 124 166.70 361 838.83 291.41
2012 162 248.80 718 705.93 442.97
2013 164 245.50 151 43531 92.20

Source: as in Table 27.

With regard to the civil liability insurance, as well as the insurance of build-
ings, the presented amounts of compensations indicate the significance of these
insurances. As indicated in previous part of the publication, these insurances are
very popular, therefore, the premium written is relatively stable. On the other
hand, farmers (or injured persons, in the case of civil liability) every year re-
ceive a few hundred million PLN of compensations under the insurance con-
tracts concluded in this respect. Undoubtedly, these insurances affect the stabil-
ity of the agricultural sector, which, as a whole, thanks to the insurance amounts,
is able to compete with foreign markets. At the same time, particular farms,
thanks to the received benefits, maintain financial stability, and therefore they
do not expect assistance from the state (or local government). On the contrary,
they often, e.g. by reconstruction of destroyed buildings, generate the demand
(financed from the received funds) for specific products and services™”".

Crop insurance and insurance of buildings is supposed to ensure financial
security of a farmer, while civil liability insurance of a farmer protects him/her
against the effects of compensation claims of a person, towards whom the
farmer is liable under civil law. Therefore, the role of insurances, which are to
directly affect financial situation of more than 1.5 million of agricultural hold-
ings, namely over 2 million people, is indeed great. At the same time, it is im-
possible not to appreciate the role of civil liability insurance of farmers, protect-
ing also the interest of the injured party, namely any person, who may suffer
damage caused by agricultural operations of a farmer. However, the effect of
business insurance in agriculture is much more widespread, as it affects sustain-
able development of the whole country.

253 The purpose of this publication is different, but it is worth mentioning the surplus premium for
the civil liability insurance and insurance of buildings comprising agricultural farm over the paid
benefits, namely the potential (considering other costs related to these insurances: acquisition,
claim settlement, management costs, etc., the income will no longer be so significant) income tax
resulting from the generated income, which fuels the state budget thanks to these insurances.
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Table 37
Gross paid compensations and benefits under civil liability insurance of farmers and
buildings in agricultural holdings (in PLN thousand)

Years Civil liability insurance of farmers Insurance of buildings in agricultural holdings
Gross premium Gross paid compensa- Gross premium | Gross paid compensations
written (in PLN tions and benefits (in written and benefits (in PLN thou-

thousand) PLN thousand) (in PLN thou- sand)
sand)

2010 50 803.34 25 151.59 388 789.06 511527.85

2011 54 057.02 27 543.18 421 594.93 200 850.34

2012 53199.31 3101591 418 775.95 142 994.24

2013 58 030.62 29 480.15 434101.53 146 627.10

2014 57 028.10 38911.10 447 298.50 117 442.63

Source: as in Table 31; Biuletyn Roczny. Rynek ubezpieczen 2014, the Polish Financial Su-
pervision Authority, Warsaw 2015.

Sustainable development is related to the coexistence of social, economic, en-
vironmental, institutional and political order. Integrity of these orders is imple-
mented through balanced protection of the natural, human, social and anthropo-
genic capital (namely capital generated by man: economic and cultural capital)**,
which is directly influenced by business insurance in agriculture. The compulsory
nature of these insurances™”, as it was already mentioned, is important, not only
for farmers, but also for the state as a community”°. Social costs, related to the
effects of changes in weather conditions, remain significant for sustainable devel-
opment. After all, natural disasters affect not only farmers, e.g. the largest floods
in Poland caused numerous social and economic losses, such as damage to infra-
structure, death of animals and water contamination”’. Institutionalised aid may
also help one of the injured entities to reconstruct other damages.

Undoubtedly, business insurance can minimise the risk in its financial as-
pect, both for the state, as well as for the insured. Civil liability insurance of
farmers may affect financing of costs associated with damage to someone else's
property done by a farmer. Insurance of buildings significantly affects resuming

B4 Wskatniki zréwnowazonego rozwoju Polski (Sustainable Development Indicators for

Poland), Central Statistical Office, Katowice 2011, p. 16.

350 innych ubezpieczeniach obowigzkowych w Polsce (On other compulsory insurances in
Poland)(in:) Stan prawny ubezpieczenr obowigzkowych w Polsce (Legal status of mandatory
insurance in Poland), collective work edited by E. Kowalewski, Polish Insurance Association,
Warsaw 2013.

% This role has been noticed a long time ago, e.g.: in the United States, the first legal act
related to creation of crop insurance of farmers — Federal Crop Insurance Act — was adopted
already in 1938. National Crop Insurance Services, http://www.ag-risk.org/whatscropins.htm
(21.10.2015).

37D, Michalak, Ubezpieczenia od katastrof naturalnych jako istotny element zréownowazonego
rozwoju (Insurance against natural disasters as an essential element of sustainable
development), Ekonomia i Srodowisko (Economics and Environment) 2015, no. 1 (52).
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production (workplace for the farmer and his/her family), place of residence, etc.
while crop insurance directly affects the farm's income. The Food and Agricul-
ture Organisation emphasises the role of insurance in ensuring food security of
a given country, as well as financial stability of agricultural holdings and other
people earning their living from farm work®®. Table 39 presents a sample im-
pact of business insurance in agriculture on sustainable development.

Table 38
Sustainable development indicators, which may be (are) positively affected by business
insurance of farmers

Specification Indicator Nature of the impact
Risk of poverty or social | Ensuring income of farmers and persons from other
exclusion economy sectors cooperating with agriculture;

Creating jobs in rural areas; creating conditions for rec-
reation and leisure;

Inequality in income distri- | As above

bution
Indebtedness of households | Ensuring own income (without the need to incur debts)
of farmers, by guaranteeing income regardless of random

Social order

Social order events — —

(cont.) Unemployment rate Prov1d1r.1g farmers w1th' direct means for living by ensur-
ing their income — without any need to change jobs;
potentially without the need to sack persons working in
the agricultural holding as a result of loss of income

Growth in gross domestic | A farmer, by using insurance, generates demand for
product per 1 inhabitant financial services (GDP growth);

Economic order Maintenance of agricultural production

Resource efficiency (produc- | Maintenance of agricultural production
tivity)
Emission of pollutions Ensuring stabilisation of functioning of a farm in the

Environmental

order long run (namely production of oxygen, protection of

water, protection of biodiversity)

Level of trust in public insti- | A farmer, who purchases insurance with the help of the
tutions state and in the event of a random event receives bene-
fits, will have greater trust in public institutions.

Source: own study on the basis of Wskazniki zrownowazonego rozwoju Polski (Sustainable
Development Indicators of Poland), Central Statistical Olffice, Katowice 2011; M. Kaczala, K.
Lyskawa, Koncepcja polis indeksowych (The concept of index-based policies) op. cit.;
Walczak D., Srodki z UE w gospodarstwach rolnych jako element strategii zréwnowazonego
rozwoju obszarow wiejskich w Polsce (EU funds in agricultural holdings as an element of
sustainable development strategy of rural areas in Poland), Academic Papers of the Wroclaw
University of Economics 2013, no. 297, p. 328-331.

Institutional and
political order

B8 EAO, The impact of disasters... op. cit.
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In the light of the potential effect of insurance in agriculture on sustainable
development, presented in Table 39, as well as the report of the Food and Agri-
culture Organisation, which emphasises the relationship between unforeseeable
events in agriculture and the losses of the whole agricultural sector and other
people living in the countryside, it would be a good idea to also reflect on how
to solve this issue®”. Drought in agriculture, even if the farmer was insured, will
result in, among others, decrease in sale of means for agricultural production
(fertilisers, spraying, etc.). The decreased yield will also cause the seller of agri-
cultural products, exporter or carrier not to obtain any revenue. Deterioration in
the financial situation of these persons affects the functioning of the agricultural
sector’®, as well as income and expenses of the state budget and the general lev-
el of consumption. Therefore, it is also important to truly limit the size of dam-
age and introduce broadly understood aid schemes (maybe insurance schemes):
not only for farmers, but also for the whole agricultural sector of nationwide im-
portance. However, the potential development of these solutions, which, on the
one hand, will help these persons, and thus also the whole economy and, on the
other hand, will not be too costly for the budget, is probably not easy.

2% FAQ, The impact of disasters... op. cit.

299 particular elements of the supply chain in agriculture directly affect one another. Krupa D.,
Walczak D., Investing in the agribusiness value chain and changes in GDP, Scientific
Annuals of the Association of Agricultural and Agribusiness Economists 2014, vol. XVI, no.
3, p. 165-167.
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Summary

Lack of fiscal solutions based on income of individual agricultural holdings in Po-
land has a historical background, which is a derivative of the role of agriculture in the
economy, the policy of the state addressed to this sector, as well as implementation of
the basic functions of the state by means of taxes. Literature studies indicated that ag-
ricultural holdings underwent a number of changes with regard to taxation of their op-
erations: from material changes, through property taxes (land taxes), then various in-
come-revenue (estimation-based) schemes and income-property schemes. None of
these schemes took account of the actual agricultural income and the actual reve-
nue. One of the main reasons of accepting such solutions was the lack of account-
ing records in agricultural holdings, that would allow for calculating tax on the ba-
sis of real data. They were used mainly to change the area structure of farms and
transform the structure of Polish agriculture. To a small degree, they could have
been used for realisation of fiscal or redistribution goals. Such a state is still present
today, since the agricultural tax in Poland has not yet (apart from minor changes)
undergone a fundamental reform.

It is necessary to conduct a fundamental reform of agricultural tax, which would
be systemically connected with a reform of social insurance. This is indicated,
among others, by the structure of the tax and insurance system, which does not corre-
spond to the contemporary requirements of the market economy. Some disad-
vantages of past solutions with regard to income tax of farmers include: outdated and
non-flexible calculation formula of agricultural tax, which prevents pursuit of fiscal
and non-fiscal objectives, hindering free movement of workers to other economy
sectors, delayed expansion process of agricultural holdings, inadequate impact on
levelling the economic and natural conditions of farming, as well as lack of correla-
tion with the economic output of a farm. Such solutions are treated as a privilege, as
they do not constitute an element of the tax standard. These arguments indicate the
need to change the system and should be the basis of development of other fiscal so-
lutions in agriculture, corresponding to the contemporary circumstances.

Taking into account the specific economic and organisational nature of family
farms in Poland, the previous regulations do not obligate the managers to keep de-
tailed records for the purposes of tax accounting. However, it may be expected that
a need will arise to create a system for simplified financial record-keeping, with its
certain source being solutions functioning for some actions of the Rural Develop-
ment Programme (e.g. "Restructuring small farms" or "Modernisation of agricultural
holdings", in which beneficiaries are obliged to keep, in the form of a table, the so-
called records of revenues and expenditures on a farm). Therefore, the basis for
gradual introduction of burdens on farmers' incomes (with a large-scale production
and, first of all, significant share of commodity production) may include income tax
from special branches of agricultural production. On the other hand, fixed income
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taxation (on the basis of estimation standards, simplified record-keeping) may consti-
tute a model solution, favourable to semi-subsistence farms, which do not take full
advantage of vertical and horizontal integration with the market. Attention should be
paid to the fact that the simplified forms of record-keeping rely mostly on cash ac-
counting, which, in consequence, leads to generation of reporting of limited infor-
mation capacity. Nonetheless, the essence of these solutions refers to the income of
business entities, which would be an important direction of changes in the agricultural
tax system. Such a solution would also allow for a reform of the social security sys-
tem, where premiums would be correlated with the level of the farmers' income. Fur-
thermore, collection of accounting data (even in a simplified form) constitutes the ba-
sis for financial analysis, which in turn fosters development of the business entity.

The presented legislation proposals are not binding and may serve only as an an-
nouncement of further works on the structure of the taxation system of agricultural
activities. Presently, there are no complex solutions, which would allow for introduc-
ing agricultural income tax. The issues of the proposed legislative solutions include
omission of a progressive form of income taxation, as well as the level of the lump
sum rate — 4%. The research of IAFE-NRI of 2012 shows that, from the point of
view of tax neutrality, a rate of 2-2.5% would be sufficient. On the other hand, we
should consider replacing the present agricultural tax with a land tax (following the
German solutions) and taxation of farm income on similar terms to taxation of busi-
ness operations (i.a. progressive taxation). The conducted theoretical discussion indi-
cates the need for introduction of changes in taxation of agriculture, as the present
solutions (archaic agricultural tax, no obligation of recording economic events) limits
the possibilities of reliably diagnosing the condition of agriculture (both in micro and
macro scale). This is tantamount to lack of possibility to create other policy instru-
ments addressed at this sector.

The previous assessment of the social security system carried out by numerous in-
terested communities is clear and indicates that, in a longer perspective, it is impossi-
ble to maintain the social security system for farmers applying the previous principles.
The sizes of agricultural activities and the farmers' income have been changing, new
sources of inflow to agriculture emerged as a result of Poland's accession to the Euro-
pean Union. Even so, the social security system for farmers still remains unaffected
and unadjusted to these changes. Therefore, they are necessary, understandable and
accepted by the farmers themselves.

However, it should be clearly emphasised (as suggested by numerous authorities
dealing with this issue) that the system requires flexible adjustment to the changing
socio-economic situation of agriculture, but not a radical dissolution of KRUS (which
could be indicated by the level of expenses on KRUS that approaches the critical
threshold of socially determined expenses).
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Therefore, preservation of the autonomy of the agricultural social insurance sys-
tem requires fundamental changes, not only due to the need to reform public finance,
but also due to a number of other cases of ill-adjustment. The changes should begin
(just like changes in the tax system) with introduction of agricultural accounting and
income tax in agriculture, as well as the obligation of farmers to keep records of all
economic events for tax purposes. Currently, there is no mechanism determining the
actual farmers' income, which prevents differentiation of social insurance premiums
depending on income of the insured. Other economic conditions of functioning of the
social security system for farmers should also be taken into consideration, such as,
among others, low and narrow diversification of not only premiums, but also benefits,
high level of fragmentation of agricultural farms, lack of actions aiming at a significant
change in the agrarian structure in Poland, scope of financial support of the agricultur-
al sector from the European funds, the increasing state budget deficit.

The areas of operation of the agricultural social security system necessary to be re-
formed include those, which, among others, will increase the level of correlation be-
tween the premium amount and the benefit amount, eliminate abuse and reduce the
costs of the system's operation, thus limiting transfer of funds from the state budget to
the system.

The risk management system in agriculture remains a separate problem, as it also
requires adjusting to the present farming conditions. Institutional conditions of risk
management, and, as a consequence, the basis for the system of business insurance in
agriculture, should be adapted to the specific nature of farms, e.g. expressed by sepa-
rate "needs" of different types of farming. Emphasis should be put on increasing the
availability of weather-climatic information, as well as popularisation of the so-called
agri-technical reinsurance. The popularity of insurances, first of all, crop and livestock
insurances, increased as a result of the increase in the size of subsidies to premiums on
the part of the state. Although it is not without impact on sustainability of public fi-
nance, subsidising premiums to the abovementioned types of insurance stabilises the
economic and financial situation of farms.

Undoubtedly, perspectives for development of business insurance in agriculture
involve the necessity for a holistic and systematic evaluation of particular elements on
sustainable development of the state. Currently, emphasis should be put on increasing
popularisation of insurance (mainly crop and livestock insurance, but also civil liabil-
ity insurance of buildings) in connection with increasing "insurance awareness" of
farmers. In the long run, it is worth considering proposals of index insurances, the un-
questionable advantage of which is the substantial limitation of the phenomenon of
adverse selection and reduction in operational costs. Still, quite a difficult issue will
remain, namely objective determination of index values, as well as difficulties con-
cerning start-up of a comprehensive infrastructure.
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A socially and economically sensitive problem is the determination, how should
the state and the insurance sector respond to phenomena similar to natural disasters.
Such phenomena affect a substantial number of farmers (the example of which is the
drastic drought of the summer of 2015). In this case, the issue may be solved by well
thought-out stabilising actions (e.g. based on ad-hoc disaster aid schemes, such as
"disaster aid"), taking account of the balance between the sectoral situation, "the insti-
tutional and legal order", but also hindering some undesirable attitudes of farmers (e.g.
moral hazard). Beneficial effects should be associated with proposals regarding start-
-up of a network structure of mutual insurance companies (MIC).

However, implementation of these solutions creates the need for a comprehensive
reform of the financial system in agriculture: correlating the tax system with the insur-
ance system (social insurance, as well as business insurance).

124



Literature

Aimin H., Uncertainty, risk aversion and risk management in agriculture, Agriculture and
agricultural science procedia 2010, Vol. 1.

Andrzejewski M., Grabinski K., Kedzior M., Analiza finansowa z zastosowaniem syste-
mow informatycznych, Zeszyty Naukowe AE w Krakowie, nr 702, 2006.

ARIMR, Sprawozdanie z dzialalnosci ARiMR, Warszawa 2014.

Auleytner J., Polityka spoleczna, czyli ujarzmianie chaosu socjalnego, Wyzsza Szkota
Pedagogiczna, Towarzystwo Wiedzy Powszechnej w Warszawie, Warszawa 2002.

Bieluk J., Dzialy specjalne produkcji rolnej. Problemy prawne, Wyd. Temida 2, Bialystok
2013.

Bieluk J., Obcigzenia podatkowe gospodarstw rodzinnych w Polsce i w Europie. Propozy-
cje rozwiqzan na przykladzie jednostek prowadzqgcych dzialalnosé w zakresie dziatow spe-
cjalnych produkcji rolnej, [in:] Prawne mechanizmy wspierania i ochrony rolnictwa ro-
dzinnego w Polsce i innych panstwach Unii Europejskiej, pr. zbior. pod red. P. Litwiniu-
ka, Wyd. FAPA, Warszawa 2015.

Biuletyny Roczne. Rynek ubezpieczen, KNF, Warszawa 2011, 2012,2013, 2014, 2015.
Blaug M., Teoria ekonomii, Wydawnictwo Naukowe PWN, Warszawa 2000.

Bodie Z., Merton R.C., Finanse, PWE, Warszawa 2003.

Bojanowska E., E. Hrynkiewicz, Ubezpieczenie spoleczne rolnikow. Zmiana czy kontynu-
acja?, [in:] Ubezpieczenie spoleczne w Polsce. 10 lat reformowania, E. Hrynkiewicz
(red.), Instytut Nauk Stosowanych, UW, Warszawa 2011.

Borowiecki R., Kwiecinski M., Informacja w zintegrowanej Europie. koncepcje i narze-
dzia zarzgdzania wobec wyzwan i zagrozen, Difin, Warszawa 2006.

Borowski J., Teoria przedsigbiorstwa w swietle teorii ekonomii i zarzgdzania, ,,Optimum.
Studia Ekonomiczne”, Nr 3 (63) 2013.

Cholewa 1., Nachtman G., Analiza przewidywanych skutkow wprowadzenia reformy po-
datkowej w polskim rolnictwie na tle rozwigzan niemieckich, ZER, Wydawnictwo IE-
RiGZ, Warszawa 2014.

Chyrza E., Regulacyjne i stymulacyjne rozwigzania w konstrukcji podatku rolnego, Anna-
les Universitatis M. Curie-Sktodowska. Sectio H, Oeconomia 26, vol. XXVI, 8, Lublin
1992.

Ciechomski W. J., Interwencjonizm panstwowy w rolnictwie i obrocie rolnym, Akademia
Ekonomiczna w Poznaniu, Poznan 1997.

Czarny E., Mikroekonomia, PWE, Warszawa 2006.

Czekaj J., Dresler Z., Podstawy zarzqdzania finansami firm, Wydawnictwo Naukowe
PWN, Warszawa 1995.

Czyzewski A., A. Matuszczak, KRUS w budzecie rolnym polski. Fakty i mity, Ubezpie-
czenia w Rolnictwie. Materiaty i Studia, KRUS 2015.

Dekret o reformie samorzqdowego systemu podatkowego, Dz.U. z 1945 r. Nr 13, poz. 73.
Diagnoza spoleczna: zintegrowana baza danych. http://www.diagnoza.com (25.08.2015).
Doluschitz R., Morath C., Pape J., Agrarmanagement, UTB, Sttutgart (Hohenheim) 2011.
Dowgier R. i in., Reforma podatkow majgtkowych, Dom Wydawniczy ABC, Warszawa
2004.

125



Duczkowska-Matysz K., M. Duczkowska-Piasecka, Raport w sprawie KRUS, BCC, War-
szawa 2008.

Dziemianowicz R.I., Preferencyjne opodatkowanie dochodow rolnikéw na przykladzie
dzialow specjalnych produkcji rolnej, Roczniki Naukowe Stowarzyszenia Ekonomistow
Rolnictwa i Agrobiznesu, 2012, T. 14, z. 1.

Dzimianowicz R.1., Efektywnos¢ systemu opodatkowania rolnictwa, Wydawnictwo Uni-
wersytetu w Biatymstoku, Warszawa 2007.

Dziubinska-Michalewicz M., System zabezpieczenia spolecznego Iludnosci rolniczej
w Polsce, Informacja nr 595, Biuro Studiéw i Ekspertyz, Warszawa 1998.

European Commission, Farm Accountancy Data Network, FADN Public Database,
http://ec.europa.eu/agriculture/rica/database/database en.cfm (data dostepu: 10.11.2015).
European Federation of Agricultural Consultancy, Influence of Tax Regimes for Agricul-
tural Businesses On Production Structures: A Comparative Analysis of Five European
Countries: Germany, Belgium, Denmark, France and Netherlands, December 2012,
http://www.efac.net/wp-content/uploads/2014/02/Influence-of-Tax-Regimes-for-
Agricultural-Businesses.pdf (data dostepu: 15.11.2015).

FAO, The impact of disasters on agriculture and food security, http://www.fao.org.

FAO, The Impacts of Natural Hazards and Disasters on Agriculture and Food and Nutri-
tion Security: A Call for Action to Build Resilient Livelihoods, http://www.fao.org.

Felis P., Funkcja fiskalna i spoleczna w powierzchniowym systemie opodatkowania nieru-
chomosci na przykladzie gmin w Polsce, Gospodarka Narodowa nr 3 (277), Warszawa
2015.

Felis P., Konsekwencje reformy systemu podatkow od nieruchomosci w Polsce [in:] Kon-
sekwencje zmiany obcigzen podatkowych w Polsce (red. nauk. J. Gluchowski, K. Piotrow-
ska-Marczak, J. Fila, Dyfin, Warszawa 2013.

Flejterski S. Metodologia finanséw, Wydawnictwo Naukowe PWN, Warszawa 2007,
Forfa M., Podatek rolny a rozwdj gospodarstw rolnych, Zeszyty Naukowe SGGW nr 89,
Warszawa 2011.

Fronczak S., Reforma KRUS po raz kolejny w Rekomendacja UE dla Polski, Komunikat
nr 57 z 19 sierpnia 2014, FOR.

Gad J., Walinska E., System ekonomiczno-finansowy a system rachunkowosci w zarzgdza-
niu jednostkq - teoria a praktyka, Prace Naukowe AE we Wroctawiu, Nr 1196, Finanse,
Bankowos¢, Rachunkowos¢ 6, 2008.

Giersz Z., Systemy ubezpieczenia i zabezpieczenia spolecznego rolnikow w krajach OEC,
Fundacja Programéw Pomocy dla Rolnictwa SAERP, FAPA, Warszawa 2013.

Gotasa P., Wydatki budzetu panstwa na sektor rolny i KRUS w latach 2004-2008, Polityki
Europejskie, Finanse i Marketing, 6(55)2011.

Gommes R., Climate-related risk in agriculture, A note prepared for the IPCC Expert
Meeting on Risk Management Methods, Toronto, Canada, 29th April-1st May 1998.

Gora M., J. Litwinski, U. Sztanderska, Rekomendacje, [in:] Dezaktywizacja osob w wieku
okoloemerytalnym. Raport z badan, Departament Analiz Ekonomicznych i Prognoz, Mi-
nisterstwo Pracy i Polityki Spolecznej, Warszawa 2008.

Goraj L., Naneman J., Zagdrski M., Uwarunkowania i konsekwencje opodatkowania rol-
nictwa w Polsce, Forum Inicjatyw Rozwojowych, Warszawa 2014.

Grabowski M., Preferencje podatkowe w Polsce, MF, Warszawa 2010.

126



Grzelak E., Polityka agrarna PRL, PWN, Warszawa 1980.

GUS, Gospodarstwa domowe i rodziny. Charakterystyka demograficzna. Narodowy Spis
Powszechny Ludnosci i Mieszkan 2011, Warszawa 2014.

GUS, Rocznik statystyczny 2012 r., Warszawa 2012.

GUS, Rocznik Statystyczny Rolnictwa 2013, Warszawa 2013.

GUS, Rocznik Statystyczny Rolnictwa 2014, GUS, Warszawa 2014.

GUS, Ubdstwo ekonomiczne w Polsce w 2014 r., Warszawa 2015.

Handschke J., Kaczata M., Lyskawa K., Koncepcja polis indeksowych i mozliwosé ich
zastosowania w systemie obowigzkowych dotowanych ubezpieczen upraw rolnych, Polska
Izba Ubezpieczen, Warszawa 2015.

Hanusz A., Polityka podatkowe w zakresie roznicowania obcigzen dochodow rolniczych
w Polsce, Wydawnictwo Uniwersytetu Marii Curii-Sktodowskiej, Lublin 1996.

Harwood J. et al. 1999, Managing Risk in Farming: Concepts, Research and Analysis,
Technical Report, Economic Research Service, U.S. Department of Agriculture.

Helfert E.A, Techniki analizy finansowej, PWE, Warszawa 2003.

Historia podatkéw w Polsce, www.wilkipedia.org

Ickiewicz J. Obcigzenia fiskalne przedsiebiorstw, PWE, Warszawa 2009.

ILO, World Social Protection Report 2014/15. Building economic recovery, inclusive de-
velopment and social justice, Geneva 2014, Xxi.

Income Security Recommendation, 1944 (No. 67), Recommendation Concerning Income
Security, International Labour Organisation.

Informacja o wynikach kontroli wykonania budzetu panstwa w 2014 r. w czesci 72 — Kasa
Rolniczego Ubezpieczenia Spolecznego oraz wykonania planow finansowych Funduszu
Emerytalno-Rentowego, Funduszu Administracji i Funduszu Prewencji i Rehabilitacji,
NIK, Warszawa 2015

Informatyczny System Oslony Kraju, http://www.isok.gov.pl/pl/.

Institute of Chartered Accountants in England and Wales, Timeline of the History of the
Accountancy Profession, 2013.

Jagta W., Problemy ubezpieczenia spolecznego rolnikéw, Instytut Ekonomiki Rolnictwa
i Gospodarki Zywnos$ciowej, Panstwowy Instytut Badawczy, Program Wieloletni 2011-
2014, Warszawa 2014.

Jagta W., System ubezpieczenia spolecznego rolnikow, jego slabe i pozytywne cechy oraz
kierunki zmian, Prezentacja z 11 pazdziernika 2013 r., Instytut Ekonomiki Rolnictwa
i Gospodarki Zywno$ciowej, Panstwowy Instytut Badawczy, Program Wieloletni 2011-
2014.

Jagusiak B., Bezpieczenstwo socjalne wspoiczesnego panstwa, Difin, Warszawa 2015.
Janc A., Trudnosci w funkcjonowaniu ubezpieczen upraw i zwierzgt gospodarskich w Pol-
sce w latach 2006 — 2012, Prezentacja, Konferencja PIU, Warszawa 5.11.2012.

Jasinska D., Podatek rolny i inne obcigzenia rolnictwa indywidualnego w latach 1985-
1986, Instytut Finansow, Warszawa 1989.

Jaworski J., Luki w zarzgdczych informacjach finansowych a zmiany przychodow i zyskow
malych przedsigbiorstw w Polsce, Prace Naukowe UE we Wroctawiu, Zarzadzanie finan-
sami firm — teoria i praktyka (red. A. Kopinski, A. Bem), Nr 326, Wyd. UE we Wrocta-
wiu, Wroctaw 2014.

127



Jaworski J., Sokotowska K., Informacja finansowa w zarzgdzaniu malym przedsi¢bior-
stwem. Analiza czynnikow ksztaltujgcych potrzeby informacyjne menedzeréw z wykorzy-
staniem modeli logitowych, Master of Business Administration, 5/2011 (162), 2011.
Jedrzejczyk 1., Ubezpieczenie jako metoda zarzgdzania ryzykiem w gospodarce wiejskiej
w Swietle integracji europejskiej i globalizacji rynku, [in:] Ubezpieczenia gospodarcze.
Wies i rolnictwie, pr. zbior. pod red. M. Adamowicz (red.), Wydawnictwo SGGW, War-
szawa 2002.

Kaczata M., Lyskawa K., Koncepcja polis indeksowych i mozliwosé ich zastosowania
w systemie obowigzkowych dotowanych ubezpieczen upraw w Polsce, Prezentacja, Konfe-
rencja PIU, Warszawa 5.11.2012.

Kaczata M., Lyskawa K., Stosunek do konceptu ubezpieczenia indeksowego suszy 0séb
kierujgcych indywidualnymi gospodarstwami rolnymi w Polsce, Wiadomosci Ubezpie-
czeniowe 2011, nr 4.

Kapusta F., Geneza i rola gospodarstw rodzinnych w rolnictwie polskim, Ekonomia Eco-
nomics 2(23), Wyd. Uniwersytetu Ekonomicznego we Wroctawiu, Wroctaw 2013.
Kawinski M., Ubezpieczenie spoleczne, a finanse osobiste, [in:] Doubezpieczenie spolecz-
ne. Idea i kontynuacja, M. Kawinski (red.), Oficyna Wydawnicza Szkota Gtéwna Han-
dlowa w Warszawie, Warszawa 2015.

Kisiel R., D. Dotegowska, K. Majewska, Ocena dziatalnosci Kasy Rolniczego Ubezpie-
czenia Spolecznego w opinii ubezpieczonych z powiatu przasnyskiego, Journal of Agrobu-
siness and Rural Development, 2(36) 2015.

Kisiel R., IdZzkowska K., System opodatkowania rolnictwa w Polsce oraz w wybranych
krajach Unii Europejskiej, Zeszyty Naukowe SGGW w Warszawie - Polityki Europejskie,
Finanse i Marketing, Nr 12 (61), 2014.

Klimat w Polsce oraz analiza programow dzialah pod kgtem zmian klimatu do 2015 r.
Zal. 4 do Programu wodno-srodowiskowego kraju, Krajowy Zarzad Gospodarki Wodnej,
Warszawa 2010.

Kobielski W., Koncepcja reformy systemu emerytalno-rentowego rolnikéw, Forum Inicja-
tyw Rozwojowych, Warszawa 2015.

Kobus P., Ryzyko wystepujgce w produkcji roslinnej, metody jego pomiaru, [in:] Czynniki
i mozliwosci ograniczania ryzyka w produkcji roslinnej poprzez ubezpieczenia, pr. zbior.
pod red. A. Wicka, Wydawnictwo SGGW, Warszawa 2013.

Koch E., Aspekte der Agrarsozialversicherungssysteme in Europa, Soziale Sicherheit in
der Landwirtschaft, 2/2011.

Kolasinski K., Modele i funkcje ubezpieczen spolecznych, Wydawnictwo Uniwersytetu
Mikotaja Kopernika, Torun 2009.

Kondraszuk T., Uproszczona ewidencja czy uproszczona sprawozdawczos¢ w sektorze
mikroprzedsiebiorstw?, [w:] Prace Naukowe Uniwersytetu Ekonomicznego we Wrocta-
wiu, Przyszlosé¢ rachunkowosci i sprawozdawczosci — zalozenia, zasady, definicje Kierun-
ki zmian prawa bilansowego w Polsce (red. Z. Luty, A. Lakomiak, A. Mazur), Wyd. UE
we Wroctawiu, Wroctaw 2013.

Korenik D., S. Korenik, Podstawy finansow, Wyd. Naukowe PWN, Warszawa 2004.
Kowalewski E. (pr. zbior.), Stan prawny ubezpieczenn obowigzkowych w Polsce, Polska
Izba Ubezpieczen, Warszawa 2013.

128



Krupa D., Walczak D., Investing in the agribusiness value chain and changes in GDP,
Roczniki Naukowe SERIA 2014, t. XVI, z. 3.

Ksiega przychodow i rozchodow, http://poradnik.wfirma.pl/-ksiega-przychodow-i-
rozchodow.

Ksiezopolski M., Systemy zabezpieczenia spolecznego w krajach nordyckich, Warszawa
1988.

Kulawik J., Lelong P-Y., Pawlowska-Tyszko J. (red. nauk.), Soliwoda M., Systemy podat-
kowe w krajach Unii Europejskiej, Raport PW nr 83, IERiGZ-PIB, Warszawa 2013.
Kulicki J., Rozwdj podatku dochodowego w Polsce, Analizy Biura Analiz Sejmowych, nr
6(50), 5 kwietnia 2011.

Kuszewski T., Sielska A., Efektywnos¢ sektora rolnego w wojewddztwach przed i po ak-
cesji Polski do Unii Europejskiej, ,,Gospodarka Narodowa”, Nr 3 (247), 2012.

Kwartalna informacja statystyczna. IV kwartat 2014 r., Kasa Rolniczego Ubezpieczenia
Spotecznego, Warszawa 2015.

Lewandowska M., Misja Banku Swiatowego w KRUS, Ubezpieczenia w Rolnictwie. Ma-
teriaty i Studia, KRUS, Nr 2/3, Warszawa 2005.

Lowenstein A., Solidarity—conflict and ambivalence: testing two conceptual frameworks
and their impact on quality of life for older family members, The Journals of Gerontology
Series B: Psychological Sciences and Social Sciences 62(2), 2007.

Mastalski R., Prawo podatkowe II — czes¢ szczegolowa, Wydawnictwo C.H. Beck, War-
szawa 1996.

Matejun M., Kaczmarek E., Wplyw form opodatkowania podatkiem dochodowym na funk-
cjonowanie malych i Srednich przedsigbiorstw, [in:] Wyzwania i perspektywy zarzgdzania
w matych i Srednich przedsigbiorstwach, pr. zbior. pod red. M. Matejuna, C.H. Beck,
Warszawa 2010, .

Meuwissen M.P.M. et al., Sharing risks in agriculture; principles and empirical results,
NJAS-Wageningen Journal of Life Sciences 2001, Vol. 49, Issue 4.

Michalak D., Ubezpieczenia od katastrof naturalnych jako istotny element zréwnowazo-
nego rozwoju, Ekonomia i Srodowisko 2015, nr 1 (52).

Milewska A., Podatek dochodowy z dzialow specjalnych w swietle obowigzujgcych prze-
pisow prawnych, Zeszyty Naukowe SGGW w Warszawie. Ekonomika i Organizacja Go-
spodarki Zywnosciowej, 2011, nr 94.

Ministerstwo Finanséw, Preferencje podatkowe
http://www.finanse.mf.gov.pl/documents/766655/4245146/20150506_preferencje+podatk
owe+w-+Polsce.pdf.

Mréwcezynska-Kaminska A., Znaczenie rolnictwa w gospodarce narodowej w Polsce,
analiza makroekonomiczna i regionalna, Zeszyty Naukowe SGGW w Warszawie — Pro-
blemy Rolnictwa Swiatowego, T. 50(20), 2008.

Musiat D., Zroznicowanie ubezpieczen spotecznych rolnikow w wybranych krajach Euro-
py, Roczniki Ekonomiczne Kujawsko-Pomorskiej Szkoty Wyzszej w Bydgoszczy, nr 7,
Bydgoszcz 2014.

Muszalski W., Ubezpieczenie spoleczne. Podrecznik akademicki, Wydawnictwo Naukowe
PWN, Warszawa 2004.

National Crop Insurance Services, http://www.ag-risk.org/whatscropins.htm.

129



Nawracala J., Ubezpieczenia OC rolnika. Odpowiedzialnos¢ na zasadzie winy czy ryzyka,
Prawo Asekuracyjne 2009, nr 2.

Neneman J., M. Pilch, M. Zagoérski, Koncepcja reformy systemu ubezpieczen spolecznych
rolnikéw, Forum Inicjatyw Rozwojowych 2012, http://www.efrwp.pl/.

Nicolaidis K., J. Viehoff, The Choice for Sustainable Solidarity in Post-Crisis Europe,
[in:] Solidarity: For Sale? The Social Dimension of the New European Economic Govern-
ances, red. G. Bajnai et al, Europe in Dialogue 2012/01.

Norton A., C. Conway, M. Foster, Social protection concepts and approaches: implica-
tions for policy and practice in international development, Centre for Aid and Public Ex-
penditure, Overseas Development Institute, London 2001, Working Paper 143.

Olchowicz ., Rachunkowosé podatkowa, Difin, Warszawa 2011.

Olson K.D., Economics of Farm Management in a Global Setting, Wiley and Sons, Inc.,
Hoboken 2011

Orlicka J., Orlicki M., Obowigzkowe ubezpieczenie budynkow rolniczych w Swietle nowej

regulacji— wybrane zagadnienia, Ubezpieczenia w rolnictwie. Materialy i studia 2003, nr 4.
Orlicki M., Zasady projektowanego obowigzkowego ubezpieczenia budynkéw mieszkal-
nych od skutkow ryzyka katastroficznego — kwestie prawne i techniczno-ubezpieczeniowe,
(in:) pr. zbior. pod red. E. Kowalewski, Ubezpieczenie budynkéw od ryzyk katastroficz-
nych. Aspekty prawno-ekonomiczne, Torun 2013.

Owsiak S., Finanse publiczne. Teoria i praktyka, PWN, Warszawa 2005.

Owsiak S., Podstawy nauki finanséw, PWE, Warszawa 2002.

Ozkan B., Akcaoz H. Impacts of climate factors on yields for selected crops in the Southern
Turkey, Mitigation and Adaptation Strategies for Global Change 2002, Vol. 7, Issue 4.
Pawtowska-Tyszko J. (red. nauk.), Soliwoda M., Dochody gospodarstw rolniczych a kon-
kurencyjno$é systemu podatkowego i ubezpieczeniowego, Raport PW nr 121, IERiGZ-
PIB, Warszawa 2013.

Pawlowska-Tyszko J. (red.nauk.), M. Podstawka, P-Yves Lelong, S. Filipek-
-Kazmierczak, Zmiany systemu ubezpieczen spolecznych rolnikow a finanse panstwa, In-
stytut Ekonomiki Rolnictwa i Gospodarki Zywnosciowej, Panstwowy Instytut Badawczy,
Warszawa 2011.

Pawtowska-Tyszko J. (red.), M. Podstawka, P-Yves Lelong, S. Filipek-Kazimierczak, The
Social Insurance System for Farmers and its impact on public finances. Institute of
Agricultural and Food Economics National Research Institute, Warsaw 2013.

Ptawucka H., Systemy ubezpieczenia spolecznego, [in:] Problemy prawa ubezpieczen spo-
tecznych, B. Wagner (red.), Wydawnictwo Uniwersytet Jagiellonski, Krakow 1996.
Podstawka M., Mity i prawdy o Kasie Rolniczego Ubezpieczenia Spolecznego, Ubezpie-
czenia w Rolnictwie. Materiaty i Studia, KRUS 2010, nr 37.

Podstawka M., Ocena ekonomicznych zasad wymiaru podatku rolnego w Polsce, Wie$ i
Rolnictwo nr 2/1994, Warszawa 1994.

Podstawka M., P. Gotasa, Ubezpieczenia spoleczne i opodatkowanie dzialalnosci rolni-
czej, stan obecny i perspektywy zmian, Ubezpieczenia w Rolnictwie. Materiaty i Studia nr
40, KRUS 2011.

130



Podstawka M., Podatek rolny jako instrument interwencjonizmu rolniczego, Wie$ i Rol-
nictwo, nr 1/1994, Warszawa 1994.

Polski FADN (Farm Accountancy Data Network), Baza danych.

Pope R.D., Risk and Agriculture, [in:] Economics of Risk, pr. zbior. pod red. D.J. Meyer,
Kalamazoo 2003, MI: Upjohn Institute.

Poselski projekt ustawy o zniesieniu Kasy Rolniczego Ubezpieczenia Spotecznego, zmia-
nie ustawy o ubezpieczeniu spolecznym rolnikow oraz niektorych innych ustaw (Druk
Sejmowy nr 1536).

Preferencje podatkowe w Polsce nr 5, Ministerstwo Finansow, Warszawa 2014,

Program Rozwoju Obszarow Wiejskich na lata 2014-2020, Ministerstwo Rolnictwa i
Rozwoju Wsi.

PROWiesci 2013, PROWiesci — miesigcznik dotyczacy Programu Rozwoju Obszarow
Wiejskich na lata 2007-2013, nr 5.

Przygodzka R., Fiskalne instrumenty wspierania rozwoju rolnictwa — przyczyny stosowa-
nia, mechanizmy i skutki, Wydawnictwo Uniwersytety w Biatymstoku, Biatystok 2006.
Puslecki D., Nowe zasady przyznawania emerytur rolniczych, Przeglad Prawa Rolnego,
Nr 2(13), 2013.

Puslecki D., Zakres ochrony rolnikow prowadzgcych pozarolniczq dzialalnosé¢ gospodar-
czg w ustawie o ubezpieczeniu spolecznym rolnikow, Przeglad Prawa Rolnego, Nr 2(15)
2014.

Raport Roczny UFG, Warszawa 2015.

Roguszewska W., Zmiany w ubezpieczeniu spolecznym rolnikow, Ubezpieczenia w Rol-
nictwie. Materiaty i Studia, KRUS 2009, nr 35.

Rolne ubezpieczenia dotowane upraw i zwierzqt — co dalej? ,,Gazeta Ubezpieczeniowa”
wtorek, 14 maja 2013. http://www.gu.com.pl (9.11.2015).

Rosinski R., Obcigzenia skltadkami ubezpieczen spotecznych dzialow specjalnych produk-
¢ji rolnej w Polsce, Roczniki Naukowe Stowarzyszenia Ekonomistow Rolnictwa i Agro-
biznesu, 2012, T. 14, z. 3.

Rosinski R., Opodatkowanie dzialow specjalnych produkcji rolnej w Polsce, Studia Eko-
nomiczne Uniwersytetu Ekonomicznego w Katowicach, 2012, nr 108.

Rozporzgdzenie Ministra Finansow z dnia 5 grudnia 1989 r. w sprawie ubezpieczenia
ustawowego budynkéw i mienia w gospodarstwie rolnym oraz na dziatkach nie wchodzg-
cych w sklad gospodarstw rolnych (Dz.U. nr 68, poz. 412).

Rozporzgdzenie Rady Ministréw z dnia 25 lipca 1975 r. w sprawie obowigzkowych ubez-
pieczen rolnikow od nieszczesliwych wypadkéw i odpowiedzialnosci cywilnej (Dz.U. 1975
nr 28 poz. 145).

Rzadowe Centrum Bezpieczenstwa Panstwa, Zagrozenia Okresowe Wystepujgce w Pol-
sce. Zagrozenia Okresowe Wystepujgce w Polsce, Warszawa 2010.

Sarris A., Weather index insurance for agricultural development: introduction and over-
view, Agricultural Economics 2013, Vol. 44, Issue 4-5.

Sierpowska 1., Pomoc spoleczna jako administracja swiadczgca. Studium administracyyj-
noprawne, LEX a Wolters Kluwer business, Warszawa 2012.

131



Sikorska A. (red.), P. Chmielinski, L. Goraj, B. Karwat-Wozniak, A. Kowalski, Instru-
menty oddzialywania Panstwa na ksztaltowanie struktury obszarowej gospodarstw rol-
nych w Polsce; rola systemu ubezpieczenia spolecznego rolnikow w ksztaltowaniu tej
struktury. Stan obecny i rekomendacje na przyszlos¢ oraz propozycje nowych rozwigzan
dotyczgcych tego obszaru dla systemu ubezpieczen rolnikéw, IERiGZ, Warszawa 2009.
Sikorska A.M., Przemiany w strukturze agrarnej indywidualnych gospodarstw rolnych,
IERIGZ, Warszawa 2013.

Social protection: A development priority in the post 2015-UN development agenda, UN
System Task Team on the Post-2015 UN Development Agenda, UN, New York, May
2012.

Sprawozdanie z dzialalnosci Agencji Restrukturyzacji i Modernizacji Rolnictwa 2014,
Warszawa, ARIMR 2015.

Stempel R., Ubezpieczenia rolne w gospodarstwach rolnikéw indywidualnych Polski pol-
nocnej, Wiadomosci Ubezpieczeniowe 2010, nr 2.

Stepien M., Zarzgdzanie politykq rachunkowosci w aspekcie prawa podatkowego, Studia
Ekonomiczne Uniwersytetu Ekonomicznego w Katowicach, 2014, nr 201, ,,Polityka ra-
chunkowosci a ksztaltowanie wyniku finansowego”.

Stiglitz J.E., Rosengard J.K., Economics of the Public Sector (Fourth Edition), W.W. Nor-
ton & Company, Inc., New York 2015.

Surdykowska S., Rachunkowos¢ migedzynarodowa, Zakamycze, Krakow 1999.
Szatur-Jaworska B., Bezpieczenstwo socjalne — wybrane pienigzne swiadczenia spoleczne,
[in:] P. Szukalski, B. Szatur-Jaworska (red.), Aktywne starzenie si¢ — przeciwdzialanie ba-
rierom, Wydawnictwo Uniwersytetu Lodzkiego, £.odz 2014.

Szewczyk H., Prawo do emerytury rolniczej. Stan obecny i perspektywy zmian, (in:)
Wspdiczesne problemy prawa emerytalnego, T. Bificzycka-Majewska, M. Wtodarczyk
(red.), LEX a Wolters Kluwer business, Warszawa 2015.

Szewczyk H., Rolnicze choroby zawodowe i parazawodowe, Wie$ i Rolnictwo 2012, nr 3.
Szukalski S.M., Serwicyzacja gospodarki i industrializacja ustug, ,,Handel Wewng¢trzny”,
nr 4-5, 2004.

Szumlicz T., Metoda ubezpieczenia w systemie zabezpieczenia spolecznego, [w:] Spolecz-
ne aspekty rozwoju rynku ubezpieczeniowego, T. Szumlicz (red.), Oficyna Wydawnicza
SGH, Warszawa 2010.

Szumlicz T., Ubezpieczenie spoleczne. Teoria dla praktyki, Oficyna Wydawnicza Branta,
Bydgoszcz-Warszawa 2006.

Szumlicz T., Ubezpieczenie w polityce spolecznej. Teksty i komentarze, Fundacja Instytut
Zarzadzania Ryzykiem Spotecznym, Warszawa 2015.

Szymanska E., Serwicyzacja gospodarki jako Zrédio jej transformacji, ,,Optimum. Studia
Ekonomiczne”, Nr 1 (73), 2015.

Szyszko L., Szczepanski J. (pr.zb.), Finanse przedsigbiorstw, PWE, Warszawa 2003.

The World Bank, The Little Data Book 2014, Washington 2014.

Tryfan B., Ubezpieczenie spoleczne rolnikéw polskich na tle doswiadczen wybranych kra-
jow UE, ,,Ruch Prawniczy, Ekonomiczny i Socjologiczny”, 1999, Zeszyt 1.

132



Ustawa a dnia 20 grudnia 1990 r. o ubezpieczeniu spolecznym rolnikow (tekst jedn. Dz.U.
7 2015 r. poz. 704, z pdzn.zm).

Ustawa budzetowa na rok 2015 z dnia 15 stycznia 2015 r., Dz.U. poz. 153.

Ustawa o podatku gruntowym, Dz. U. nr 27, poz. 50.

Ustawa o podatku rolnym z 15 listopada 1984r., Dz.U. 1984 nr 52 poz. 268.

Ustawa z 10 maja 2013 r. o zmianie ustawy o podatku rolnym (Dz.U. z 2013 r. poz. 660)
Ustawa z 11 maja 2012 r. o zmianie ustawy o emeryturach i rentach z Funduszu Ubezpie-
czen Spotecznych oraz niektérych innych ustaw (Dz.U. 2012, poz. 637).

Ustawa z 20 wrzeSnia 1984 roku o ubezpieczeniach osobowych i majgtkowych (Dz.U.
1984 nr 45 poz. 242).

Ustawa z 23 pazdziernika 2014 r. o zmianie ustawy o systemie ubezpieczen spolecznych
oraz niektorych innych ustaw (Dz.U. 2014, poz. 1831).

Ustawa z dn. 15 listopada 1994 roku o podatku rolnym (Dz. U. z 1993 r. Nr 94, poz. 431,
z pdzn. zmianami).

Ustawa z dnia 1 lipca 2005 r. o zmianie ustawy o systemie ubezpieczen spolecznych oraz
niektorych innych ustaw (Dz.U. Nr 150, poz. 1248).

Ustawa z dnia 19 grudnia 2008 r. o zmianie ustawy o swobodzie dzialalnosci gospodar-
czej oraz o zmianie niektorych innych ustaw (Dz. U. 2009 nr 18 poz. 97).

Ustawa z dnia 2 grudnia 1958 r. o ubezpieczeniach majgtkowych i osobowych (Dz.U.
1958 nr 72 poz. 357).

Ustawa z dnia 2 kwietnia 2004 r. o zmianie ustawy o ubezpieczeniu spolecznym rolnikow
oraz o zmianie niektérych innych ustaw (Dz.U. Nr 91, poz. 873).

Ustawa z dnia 20 wrzesnia 1984 r. o ubezpieczeniach majgtkowych i osobowych (Dz.U.
1984 nr 45 poz. 242).

Ustawa z dnia 21 listopada 2008 r. o emeryturach kapitalowych (Dz. U. 2008, Nr 228,
poz. 1507).

Ustawa z dnia 22 maja 2003 r. o ubezpieczeniach obowigzkowych, Ubezpieczeniowym
Funduszu Gwarancyjnym i Polskim Biurze Ubezpieczycieli Komunikacyjnych (tj. Dz.U.
2013 poz. 392).

Ustawa z dnia 24 kwietnia 2009 r. ustawy o zmianie ustawy o ubezpieczeniu spolecznym
rolnikow (Dz.U. Nr 79, poz. 667).

Ustawa z dnia 24 kwietnia 2015 r. o zmianie ustawy o ubezpieczeniach upraw rolnych
i zwierzqt gospodarskich (Dz. U. 2015 poz. 892).

Ustawa z dnia 25 lipca 2008 r. o zmianie ustawy o ubezpieczeniach upraw rolnych i zwie-
rzqt gospodarskich oraz ustawy o krajowym systemie ewidencji producentow, ewidencji
gospodarstw rolnych oraz ewidencji wnioskéw o przyznanie platnosci (Dz. U. 2008 nr 145
poz. 918).

Ustawa z dnia 25 marca 2011 r. o ograniczaniu barier administracyjnych dla obywateli
i przedsigbiorcéw (Dz. U. 2011 nr 106 poz. 622).

Ustawa z dnia 26 czerwca 1974 r. Kodeks pracy (Dz.U. Nr 21, poz. 94 z p6zn. zm).
Ustawa z dnia 26 lipca 1991 r. o podatku dochodowym od 0sob fizycznych (Dz.U. 1991
Nr 80 poz. 350 z p6ézn. zm.).

133



Ustawa z dnia 27 kwietnia 2006 r. o zmianie ustawy o doplatach do ubezpieczen upraw
rolnych i zwierzqt gospodarskich (Dz.U. 2006 nr 120 poz. 825).

Ustawa z dnia 27 sierpnia 2004 r. o swiadczeniach opieki zdrowotnej finansowanych ze
srodkéw publicznych (Dz.U. Nr 210, poz. 2135 z pdzn. zm).

Ustawa z dnia 28 lipca 1990 r. o dzialalnosci ubezpieczeniowej (Dz.U. 1990 nr 59 poz.
344).

Ustawa z dnia 28 marca 1952 r. o ubezpieczeniach panstwowych (Dz.U. 1952 nr 20 poz.
130); E. Stroinski, Ubezpieczenia majgtkowe i osobowe w rolnictwie, Wydawnictwo
Akademii Finanséw, Warszawa 2006.

Ustawa z dnia 29 sierpnia 1997 r. Ordynacja podatkowa (tekst jedn. Dz.U. 2015, poz.
613).

Ustawa z dnia 7 lipca 2005 r. o doplatach do ubezpieczen upraw rolnych i zwierzqt go-
spodarskich (Dz.U. 2005 nr 150 poz. 1249).

Ustawa z dnia 7 marca 2007 r. o zmianie ustawy o doplatach do ubezpieczen upraw rol-
nych i zwierzgt gospodarskich oraz niektorych innych ustaw (Dz.U. 2007 nr 49 poz. 328).
Ustawa z 5 grudnia 2014 r. o zmianie ustawy o skladkach na ubezpieczenie zdrowotne
rolnikéw za lata 2012-2014 (Dz. U. z 2014 1., poz. 1935).

Ustawa z dnia 13 stycznia 2012 r. o skladkach na ubezpieczenie zdrowotne rolnikow
za lata 2012-2014 (Dz. U. z dnia 1 lutego 2012 r., poz. 123 z p6zn. zm).

Uzasadnienie Projektu ustawy o zmianie ustawy o ubezpieczeniach upraw rolnych i zwie-
rzqgt gospodarskich (druk 3247), http://www.sejm.gov.pl (15.10.2015).

Vilhelm V., The Role of Public Support of Risk Management in Agriculture, Agrarian
Perspectives, Proceedings of the 20th International Scientific Conference, September 13 —
14, 2011 Prague, Czech Republic, Czech University of Life Sciences Prague, Prague
2011.

Walczak D., Inwestycje w rodzinnych gospodarstwach rolnych jako forma gromadzenia
kapitalu emerytalnego, Polityka Spoteczna. Numer Specjalny ,,Problemy zabezpieczenia
emerytalnego w Polsce i na swiecie”, czes¢ 11, 2011.

Walczak D., Pozafilarowe formy oszczedzania na emeryturg na przykladzie rodzinnych
gospodarstw rolnych, Ubezpieczenia w Rolnictwie. Materiaty 1 Studia, Nr 45/2012.
Walczak D., S. Pienkowska-Kamieniecka, Solidarity on the example of farmers’ pension
insurance in Poland, Agrarian Perspectives XXIV. Global Agribusiness and the Rural
Economy, Proceedings of the 24th International Scientific Conference, September 16-18,
2015, Prague, Czech Republic.

Walczak D., Srodki z UE w gospodarstwach rolnych jako element strategii zréwnowazo-
nego rozwoju obszarow wiejskich w Polsce, Prace Naukowe Uniwersytetu Ekonomiczne-
go we Wroctawiu 2013, nr 297.

Walczak D., Uwarunkowania funkcjonowania systemu zabezpieczenia spolecznego rolni-
kow w Polsce, TNOIK, Torun 2011.

Walczak D., Wybrane determinanty rozwoju rynku ubezpieczen gospodarczych w Polsce,
[in:] Problematyka wspolczesnych ubezpieczen, pr. zbior. pod red. A. Organisciak-
Krzykowska, J. Bak, Warszawa-Olsztyn 2013, Instytut Pracy i Spraw Socjalnych-
Uniwersytet Warminsko-Mazurski.

134



Walinska E., Rachunkowos¢ jako nauka — jej wspoldziatanie z dyscypling finanse, Zeszy-
ty Naukowe Uniwersytetu Szczecinskiego nr 803, ,,Finanse, Rynki Finansowe, Ubezpie-
czenia” nr 66, Wydawnictwo Naukowe Uniwersytetu Szczecinskiego, Szczecin.
Wantoch-Rekowski J., System ubezpieczen spotecznych a budzet panstwa. Studium praw-
nofinansowe, LEX a Wolters Kluwer business, Warszawa 2014.

Wazniejsze informacje z zakresu ubezpieczen spolecznych 2014 r., Zaktad Ubezpieczen
Spotecznych, Warszawa 2015.

Wesche R., Paas E-M., Besteuerung der Landwirtschaft und Forstwirtschaft, Aid Info-
dienst, Bonn 2009.

Wierzba R., Finanse przedsigbiorstw rolnych, PWE, Warszawa 1988.

Wijst N. van der, Finance: 4 quantitative introduction, Cambridge University Press,
Cambridge 2013.

Wiley C., The History of Accounting, 2013, http://www.accountingedu.org/history-of-
accounting.html.

Wilkin J., KRUS posiadaczy ziemskich, Gazeta Wyborcza, 06.03.2010.

Wrtodarz R. (opr.), Dziatalnosé¢ rolnicza prowadzona w formie dzialow specjalnych pro-
dukcji rolnej w aspekcie ubezpieczen spolecznych i zdrowotnych. Analiza prawno-
ekonomiczna zasad opodatkowania dziatdéw specjalnych produkcji rolnej (wg stanu praw-
nego na dzien 30 listopada 2008 r.) Ministerstwo Rolnictwa i Rozwoju Wsi, Warszawa,
grudzien 2009 r.

Wojtowicz K., Analiza potencjalnych skutkow reformy systemu opodatkowania nierucho-
mosci w Polsce [in:] Finanse publiczne (red. nauk. A. Pomorska), Uniwersytet Marii Cu-
rie-Sktodowskiej, Lublin 2006.

Wos A., Ekonomiczne narzedzia sterowania rolnictwem, PWN, Warszawa 1985.
Wskazniki zrownowazonego rozwoju Polski, GUS, Katowice 2011.

Wyrok Sqdu Najwyzszego z dnia 12 kwietnia 2013 r. (Sygn. akt IV CSK 565/12).

Wyrok Sqdu Okregowego w Stupsku z dnia 26 lipca 2013 r. (Sygn. akt IV Ca 357/13).
Zalecenie Rady z dnia 14 lipca 2015 r. w sprawie krajowego programu reform Polski na
2015 r. oraz zawierajgce opini¢ Rady na temat przedstawionego przez Polske programu
konwergencji na 2015 r., Dziennik Urzedowy Unii Europejskiej (2015/C 272/24),
Dz.U.UE C z dnia 18 sierpnia 2015 r.

Zegar J. St., Rolnicy — emeryci w gospodarstwach nastepcéw, IERiIGZ, Warszawa 1996.
Zegar J. St. (red. nauk.), System podatku rolnego (Zarys koncepcji), IERiIGZ, Warszawa
1988.

Zuchewicz J., Perspektywy rozwoju modeli rachunkowosci na swiecie, Zeszyty Naukowe
Uniwersytetu Szczecifiskiego Nr 668 Finanse, Rynki Finansowe, Ubezpieczenia Nr 41
2011.



COPY FREE

Print run: 250 copies, 9 publisher’s sheets
Printing and binding: EXPOL Wloctawek




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


