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Abstract:

Labour costs in Polish enterprises constitute the second largest group of costs generated and are
intrinsically associated with their functioning in the national economy. Labour costs also encompass
remuneration, as well as non-remuneration costs incurred by the employer with regard to the
employment of a worker. In light of the international comparisons, the remuneration costs are first
and foremost indicated, which consist of the level of the minimum wage, or average salary in the
national economy, while also the level of the tax wedge payments, which illustrates the total labour
costs and their structure.

The aim of this paper is to present the structure of labour costs in banks that are listed on the Polish
stock exchange index WIG ESG, which incorporates socially responsible organizations. Analysis was
conducted on the level of remuneration while taking account of the equitable remuneration factor
and the currently binding minimum wage in Poland. As illustrated in the research conducted, the
level of remuneration in the analysed banks significantly exceeds both indicators.

The research was conducted on the basis of consolidated reports from the analysed organizations.
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Introduction

Banks play a priority role in the economic development of every country and currently when
banks have transformed from traditional deposit and credit facilities into buoyant organizations
executing banking activities in practically every area of the financial market and have become
entities focused on the maximization of profits for shareholders (Yang, Gan and Li, 2019, p. 2).
However, by availing of the privileges granted to them for acquiring, accumulating and managing
the financial means of society (Freixas and Rochet, 2008, p. 99), banks, as in the case of other
entities operating on the market, should conduct business activities with the emphasis on
increasing the prosperity of the country, community and their own employees, by voluntarily
taking account of the social and environmental aspects in their own business activities and
within the framework of relations with stakeholders (Communique from the Commission to the
European Parliament, the Council, 2011, p. 6). This set constitutes a significant element of the
CSR of banks, which has been part of the philosophy and activities, while also the everyday
economic practices of banks for a long time (Gostomski, 2011, p. 21; Korenik, 2011, p. 23).
Taking the human factor into consideration within the framework of CSR and the approach to
costs in the sphere of human resources, the following research questions were put forward in
order to execute the assumed aim of the research:

1. How is the structure of labour costs shaped in banks that are listed in the index of socially
responsible organizations?

2. What is the relation between the average remuneration in the analysed banks in comparison
with the minimum remuneration in the market?

3. What is the relation between the average remuneration in the analysed banks in comparison
with the equitable remuneration recommended by the International Labour Organization?

1. Essence of labour costs in enterprises

The term labour costs was entered into economic literature by F. Leithner, who defined them as
the sum of costs directly associated with remuneration received for work executed, as well as
outlays incurred with relation to acquiring and utilizing the labour resources (Leithner, 1925, p.
144). The popularization of this notion occurred from 1932 with regard to the development of
activities of the International Labour Office and the International Labour Organization (Spoz,
2017, p. 42). As quoted in EUROSTAT, the resolution of the International Conference of Labour
Statisticians (Geneva, 1966), followed by Gtoéwny Urzad Statystyczny (GUS — Central Statistical
Office), labour costs are the total expenditure incurred by employers with regard to acquiring,
maintaining and developing employees (GUS, 2016, p. 13; Nur Agustiningsih et al., 2016, p.
214).

Labour costs are partially dependent on the decision of the employer, yet simultaneously
independent of the employer and regulated by the legislator (Walkowiak, 2015, p. 67). They
consist of regular remuneration, social insurance contributions, while also movable elements
such as training costs, deductions from the Company Social Benefits Fund, contributions to
Employee Capital Plans, Employee Retirement Plans and others. The main groups of
components of labour costs are presented in Fig.1.
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Fig 1. Main groups of components of labour costs
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Labour costs, or in other words, total remuneration, consist of the regular salary, short-term and
long-term incentives, as well as additional benefits (Krél and Ludwiczynski, 2006, p. 354). Their
level, apart from the salary, consist of non-wage elements, among which a fundamental role lies
with the fiscal charges defined as the so-called tax wedge payments (Krajewska, 2019, p. 51).
This is defined as the difference between the total costs incurred by the employer with relation
to hiring an employee and the net salary received by the employee (Vodopivec, 2006, p. 56;
Rosinski, 2013, p. 364) and may have an impact on the employment numbers (Nickell, 2003, p.
3).

The regular salary is payment for the work executed and does not directly depend on the effects
of the work executed by an employee. It constitutes a significant part of the relations between
the organization and the employees (Griffin, 2017, p. 463) and may be a significant element in
terms of stimulating employees to execute the tasks entrusted to them (Bol, Hecht and Smith,
2015, p. 147).

As stipulated by recommendation no. 67 of the International Labour Organization (1944, p. 189),
contributions to social insurance encompass the scope of risk associated with all cases in which
the insured person may not earn for his/her living, both due to the lack of capacity to work and
other situations in life, such as the following:

a) illness;

b) maternity leave;

c) invalidity;

d) old age;

e) death of the family breadwinner;

f) unemployment;

g) extraordinary expenditure;

h) injuries (invalidity and illness) resulting from employment.
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The policy determining the elements of remuneration costs in organizations is dependent on the
changes occurring in the environment and the determinants of these changes are currently
globalization, market competition, development of technologies, the possibility of availing of
flexible forms of employment, while also the elements on the side of the employees themselves,
such as the development of knowledge and competences (Borkowska, 2001, p. 8; Beck-Krala,
2013, p. 18; ). Fulfilling the expectations of employees with the simultaneously dynamic
environment comes down to the necessity to apply mechanisms in the organizations that
facilitate the retention of employees in the organization. The appropriately planned system of
remuneration that takes account of the increased share and significance of the movable parts
of remuneration and the connection between remuneration and the effects of work has become
one of the most important changes in the sphere of labour costs. With the aim of creating an
efficient system of remuneration for employees, it is necessary to take decisions relating to the
level of salaries, their structures and definition of the basic salary for each position in the
organization (Griffin, 2017, p. 463-464).

It is necessary to note that as in the case of other costs, the costs associated with the area of
personnel are also faced with reductions due to the efforts of organizations. On the other hand,
the growth in labour costs leads to the increase in social tax and social insurance charges for
the state budget, while also improving the level of incomes and standard of living of society
(Sukach, 2014, p. 171; Saulaja, Zvaigzne and Mietule, 2016, p. 151).

From the viewpoint of the organization, the management of labour costs is just as important as
the management of costs in other areas of the functioning of the enterprise. The management
of these costs may be defined as a constant process, while also the conscious coordination of
the level, structure and flow of the costs of personnel in the enterprise, which is geared towards
rationalization and optimization of the proportion between the costs and income with the aim of
initiating and taking decisions to streamline the effectiveness of the enterprise (Rubik, 2003, p.
416; Ton and Huckman, 2008, p. 60).

2. Corporate social responsibility and labour costs

The growing popularity of the notion of sustainable management and consequently the notion
of the concept of CSR is the result of the emerging changes in the modern-day world, which is
evidenced by ecological aspects, as well as social and economic aspects. From the viewpoint
of the organization, being socially responsible is strategically profitable as this facilitates the
transformation of social obligations into business opportunities, which in turn translates to
greater efficiency and competitiveness (Drucker, 1984, p. 57; Riordan and Fairbrass, 2008, p.
750).

The principles of socially responsible enterprises, as in the case of the principles of corporate
governance, are officially applied by large enterprises, in which, by the way, the so-called good
practices of sustainable business are treated as a way of creating good PR in the external
environment by means of charity actions, pro-ecological activities, traineeships and
apprenticeships (Freeman and Dmytriyev, 2017, p. 9). In the internal environment, these
principles are executed with relation to the employees by means of additional non-wage benefits
such as training, health benefits packages, company créches, playschools, or care of health
and safety conditions (Rubik, 2015, p. 415).

The social responsibility of banks is evaluated according to the good banking practices applied,
engagement in charity actions, fighting the problem of financial exclusion, supporting local
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entrepreneurship and communities, engagement in serving local self-governing units, while also
on the basis of relations with clients and employees. Some of these relations encompass the
issue of remuneration, particularly ensuring equitable remuneration, whose notion was
formulated in the Universal Declaration of Human Rights (1948), as well as in the European
Social Charter (1961), in which it is stipulated that the parties to the agreement are obliged to
acknowledge the right of employees to such remuneration that ensures them and their families
of a decent standard of living. At present, the level of equitable remuneration is acknowledged
to be 60% of the average salary on the market. The International Labour Organization however,
associates equitable remuneration with the minimum salary in such a way as the remuneration
should not be lower than 50% of the average salary in a particular country (1970). In turn, the
Organization for Economic Cooperation and Development (OECD) combines the level of
minimum remuneration with the level of GDP per inhabitant of the particular country by
assuming that this remuneration should constitute 66% of GDP per capita.

3. Research methodology

The aim of the empirical research was the identification of labour costs in banks co-creating the
social responsibility of companies listed on the Warsaw Stock Exchange (index WIG ESG).
Since 2019, the project has accumulated organizations that are socially responsible, while also
managed in a sustainable way, while defining their investment attractiveness on the basis of
chosen indicators, among others, information order, quality of reporting, relations with investors
and the chosen areas of social factors, while also employee and economic factors. The ESG
Ratings are formulated on the basis of the analysis of reports prepared within the framework of
the ESG Risk Rating by the company Sustainalytics B.V., an independent scoring agency. At
the same time as the implementation of the index WIG ESG, cooperation was commenced with
NN Investment Partners TFI, an investment product that facilitates investments in the spirit of
sustainable finance (GPW, 2019).

The research encompassed documentation of 10 banks registered in the index WIG ESG in the
form of reports and accounts that were formulated in accordance with the requirements of the
legislative act dated 29 September 1994, relating to accounting principles (Law Gazette 2019,
pos. 55). From a formal point of view, this was the entire number of banks registered in the
index WIG ESG as capital groups in the perception of the legislative act dated 15 September
2000, the Code of Commercial Partnerships and Companies (Law Gazette 2018, pos. 398, 650,
1544, 2219 and 2244), that are subject to the obligation to disclose non-financial information in
their annual reports.

The subject matter of research constituted the labour costs of the afore-mentioned companies.
The empirical research was divided into two stages. In the first stage of the research, the reports
of all the ten companies for analysis were collected, which facilitated the analysis of their content
(Czernek, 2016, p. 176; Cohen, Manion and Morrison, 2007; Krippendorff, 2004, p. 36). The
second stage constituted an analysis of the information distinguished from the viewpoint of the
following research questions:

1. How is the structure of labour costs shaped in banks that are listed in the index of socially
responsible organizations?

2. What is the relation between the average remuneration in the analysed banks in comparison
with the minimum remuneration in the market?

3. What is the relation between the average remuneration in the analysed banks in comparison
with the equitable remuneration recommended by the International Labour Organization?
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The selection of the research method was determined by the questions put forward and was
focused on the analysis of the content (Nachmias and Frankfort-Nachmias, 2001, p. 48;
Silverman, 2001, p. 89). The literary review applied in the theoretical section facilitated the
familiarization of the key literary sources and epistemological basis of the issues analysed,
which enabled the collection and analysis of data, while also defining the significance and
stipulation of the limits of the research subject matter (Cooper, 1988, p. 110). As a consequence,
the accumulated data was subject to analysis, thus acquiring answers to the research questions
put forward.

4. Findings of research conducted

First of all, analysis was conducted of the labour costs of the analysed banks from the viewpoint
of their structures. A division was made according to the three most significant elements of these
costs in all the banks, namely, gross remuneration, social insurance costs, while also the
remaining elements constituting personnel costs, which have been presented in Table 1 and
Chart 1.

Table 1. Structure of labour costs in analysed banks.

Name of Bank Remunera- Remune- | Costs of social | Costs of social | Remaini- | Remain- Total
tion (in ration in insurance (in insurance in % | ng costs ing labour
thousands % thousands of (in costs in costs
of PLN) PLN) thousand %
s of PLN)
ALIOR BANK S.A. 665 784 71.87% 125 215 13.52% 135 339 14.61% 926 339
BANK 382 631 73.51% 64 598 12.41% 73 319 14.08% 520 549
HANDLOWY S.A.
BANK 687 683 82.22% 111 664 13.35% 37 042 4.43% 836 390
MILLENNIUM S.A
BANK POLSKA 1749 736 84.22% 314 770 15.15% 13190 0.63% 2077 697
KASA OPIEKI S.A
BNP PARIBAS 1124 367 82.14% 185 938 13.58% 58 472 4.27% 1368 778
BANK POLSKA
S.A.
GETIN HOLDING 314 813 86.71% 47 238 13.01% 1002 0.28% 363 054
S.A.
ING BANK 947 100 78.75% 158 300 13.16% 97 200 8.08% 1202 601
SLASKI S.A
MBANK S.A. 825 389 80.97% 136 657 13.41% 57 278 5.62% 1019 325
POWSZECHNA 2595 000 80.72% 363 000 11.29% 257 000 7.99% 3215001
KASA
OSZCZEDNOSCI
BANKPOLSKI
S.A.
SANTANDER 1476 107 78.63% 240 374 12.80% 160 840 8.57% 1877 322
BANK POLSKA
S.A.
Average in 10 768 610 79.97% 1747 754 13.17% 890 682 6.86% 13 407 056
analysed banks

Source: Self-analysis on the basis of reports from the analysed banks.
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The share of remuneration in the total personnel costs ranges between 71.87% and 86.71%.
The lowest share was noted in Alior Bank S.A, whereas the highest in Getin Holding S.A. In the
case of the remaining costs, their value is placed between 0.28% and 14.61%. These values
are the reverse in terms of proportion with relation to the costs of remuneration. This indicates
that the banks apply either a high value of gross remuneration and relatively low supplements
to the salary, or a lower value of gross remuneration and relatively higher supplements to the
salary.

The supplements were aggregated in the position of remaining costs and as illustrated by the
analysis of the content of the reports from the analysed banks, they encompass reserves for
premiums, retirement pay and financial compensation for unused leave, while also contributions
on behalf of Employee Capital Plans, training costs, motivational programs, costs of health and
safety and deductions from the Company Social Benefits Fund. The data presented indicates
that the greater the share of remuneration in the structure of labour costs, the lower the pooled
remaining elements of the costs.

The level of the costs of social insurance was established at an average of 13.17% and is the
value that is characteristic for these costs in all the organizations operating in Poland.

Chart 1. Structure of costs in analysed banks.
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With the aim of acquiring an answer to the second research question put forward regarding the
relation between the average monthly salary in the analysed organizations with regard to the
lowest remuneration in Poland, the level of the lowest remuneration in Poland in 2019 was taken
into account, which in accordance with the Resolution of the Council of Ministers amounted to
2250 PLN (Law Gazette, 2018).

In the case of answers to the third research question referring to the relation of the average
monthly salary in the analysed banks with regard to the remuneration recommended by the
International Labour Organization, in which the value of equitable remuneration that should not
be lower than 60% of the average remuneration in a particular country, the value of the
remuneration for Polish organizations was calculated. In accordance with the announcement of
the Chairman of the Central Statistical Office (GUS), the average monthly salary in the national
economy amounted to 4294,67 PLN in 2019 (GUS, 2020). With relation to this fact in terms of
the research conducted, the value of equitable remuneration was accepted at the level of
2576,80 PLN.

The detailed results are presented in Table 2 and in Chart 2.

Table 2. Amount of average monthly remuneration in analysed banks.

Name of Bank Remuneration (in Level of employment Average monthly
thousands of PLN) remuneration (PLN)

ALIOR BANK S.A. 665 784 8143 6 813
BANK HANDLOWY S.A. 382 631 3071 10 383
BANK MILLENNIUM S.A 687 683 8 464 6771
BANK POLSKA KASA 1749 736 15678 9 300
OPIEKI S.A
BNP PARIBAS BANK 1124 367 10 219 9169
POLSKA S.A.
GETIN HOLDING S.A. 314 813 5023 5223
ING BANK SLASKI S.A 947 100 8135 9702
MBANK S.A. 825 389 6072 11328
POWSZECHNA KASA 2 595 000 27708 7 805
OSZCZEDNOSCI BANK
POLSKI S.A.
SANTANDER BANK 1476 107 13 642 9017
POLSKA S.A.
Average in analysed
banks

10 768 610 106 155 85511

Source: Self-analysis on the basis of reports from the analysed banks.

The highest monthly salary is in mBank S.A., as well as in Bank Handlowy S.A., in which in both
cases it comes to over 10,000 PLN. The lowest value of remuneration was noted in Getin
Holding S.A. The average monthly salary for the analysed banks amounted to 8551,10 PLN.
All the analysed banks pay their employees significantly more than the lowest salary on the
market (2250 PLN), while also higher than the equitable remuneration recommended (2576,80
PLN). This is in accordance with the assumptions of the concept of CSR.
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Chart 2. Average monthly remuneration in analysed banks.
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A further issue for analysis was associated with the share of labour costs in the total costs of
the business activities of enterprises. The findings of the analysis of the analysed banks have

been displayed in Table 3 and in Chart 3.

Table 3. Share of labour costs in total costs of analysed banks.

Name of Bank Total labour costs Total costs of enterprise Share of labour costs in total
costs of enterprise

ALIOR BANK S.A. 926 339 1630 104 56.83%
BANK HANDLOWY S.A. 520 549 1128 269 46.14%
BANK MILLENNIUM S.A 836 390 1379 185 60.64%
BANK POLSKA KASA 2077 697 4078 985 50.94%
OPIEKI S.A
BNP PARIBAS BANK 1368 778 2 467 937 55.46%
POLSKA S.A.
GETIN HOLDING S.A. 363 054 701 539 51.75%
ING BANK SLASKI S.A 1202 601 2 497 400 48.15%
MBANK S.A. 1019 325 1953 657 52.18%
POWSZECHNA KASA 3215001 5611 100 57.30%
0OSZCZEDNOSCI BANK
POLSKI S.A.
SANTANDER BANK 1877 322 3433796 54.67%
POLSKA S.A.
Average in analysed banks 13 407 056 24 881 972 53.41%

Source: Self-analysis on the basis of reports from the analysed banks.
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The table above indicates that the share of labour costs in the total costs of the analysed banks
ranges between 46% and 60%. The average share of labour costs in the costs of business
activities amounts to 53.41%. The lowest share of labour costs in the costs of business activities
was noted in Bank Handlowy S.A. (46.14%). The highest share of labour costs in the costs of
business activities was noted in Bank Millenium (60.64%).

Chart 3. Share of labour costs in total costs of analysed banks.
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The research conducted reveals that labour costs have a significant share in the structure of
the total costs of banks.

Conclusion

In a market economy, costs are the main indicator that characterizes the thriftiness of every
enterprise, including banks, while also constituting an important criterion in terms of taking
managerial decisions. The execution of a key aim of an economic entity, which is the
maximization of profit, may take place by means of having an impact on revenue, or costs,
including labour costs. Nevertheless, conscious management in the area of the human
resources of banks should combine the labour costs with the assumptions of CSR, which in
effect may be associated with the long-term growth in values and effects for the enterprise in
question. The analysed banks are examples of organizations in Poland in which the level of
remuneration, or share of labour costs in the total costs of enterprises may certify to the
investment in human capital, which as one of the criteria required, enabled them to join the
index of socially responsible companies. The research conducted displayed that in the structure
of labour costs of the banks registered in the index of socially responsible organizations, the
greatest share was attributed to the value of gross remuneration. As regards the relation of the
average remuneration in the analysed banks with relation to the minimum salary on the market,
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as well as to the equitable remuneration recommended, the remuneration of bank employees
is at least twice higher than the minimum salary and the established equitable remuneration.

Such a structure of labour costs may lead to the fact that both employees and clients will
perceive banks through the prism of the positive view created by these institutions as employers.
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