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nethical Taxpayer vs. Unethical State: 

Abuses in the Tax Relationship

Give to everyone what you owe 
them: If you owe taxes, pay taxes; if 

revenue, then revenue; if respect, then 
respect; if honor, then honor.  

(The Bible, Romans 13:7) 
By justice a king gives stability to 
the land, but one who makes heavy 

exactions ruins it.  
(The Bible, Proverbs 29:4)

Since the dawn of civilization, 
the imposition of taxes has been an 
indelible feature of statecraft. Every 
tax relationship involves two par-
ties: the taxpayer and the state. With 
regard to both of these sides, ethics, 
understood as the science of moral 
conduct and the determination of 
what is right, can assert its preroga-
tive to adopt a stance. The authors 
of the Bible were already persuaded 
that both taxpayers and tax authori-
ties must engage in ethical behavior. 

Indeed, the Bible, whether or not 
considered by some as a religious 
authority, has undeniably played a 
pivotal role in the evolution of Wes-
tern civilization’s ethical framework. 
The two biblical passages referenced 
at the outset may on the face of it ap-
pear contradictory, but they convey a 
fundamental truth that is frequently 
overlooked in today’s world. Ethics 
in tax relationships should apply to 
both parties. Yet currently, one-sided 
approaches frequently dominate, de-
pending on the prevailing view. 

According to one view, tax autho-
rities cannot be held responsible for 
anything because they uphold the 
common good, while any more or 
less lawful tax optimization practices 
by taxpayers are mere schemes and 
attempts to evade a fair contribution 
to society. In contrast, a second view 
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holds that the state, as an institution, 
is inherently evil, seizing private pro-
perty through taxes, stifling private 
initiative, and even assuming the 
role of a law-sanctioned thief. Which 
of these views is true? According to 
Aristotle, a seminal figure in Western 
philosophical thought, we should ra-
ther strive to find the “golden mean” 
instead of embracing extreme posi-
tions. In formulating guidelines for 
taxpayers to meet their fiscal duties 
and simultaneously prohibiting 
authorities from engaging in fiscal 
oppression, the biblical authors ex-
plicitly recognize the potential for 
misconduct on both sides of the tax 
relationship.

The aim of this paper is to exa-
mine actions on both the part of the 
taxpayer and the state that clearly 
diverge from ethical standards. It 
also examines the extent to which 
unethical practices by taxpayers 
are driven by the misconduct of tax 
authorities and vice versa. In conclu-
sion, the paper attempts to outline 
standards, recommendations, and 
appropriate behavior that needs to 
be observed by both taxpayers and 
tax authorities. Although the paper 
focuses on issues rooted in Poland’s 
legal and economic context, nume-
rous aspects have a broader rele-
vance and can be applied to tax rela-
tionships in other countries. Where 
appropriate, as in this introduction, 
the paper draws on the foundational 
sources of ethical discourse that are 
central to Western civilization. 

Taxpayers’ ethics

The state is an institution whose 
role is to foster cooperation between 
individual actors in pursuit of the 
common good of society.  By obser-
ving the world around them, a per-
son comes to understand that they 
are a social being by nature, and 
that only through cooperation with 
others can they meet both their own 
needs and the needs of those who are 
dear to them. For the state to func-
tion effectively and address these 
needs, it must possess sufficient 
financial resources to take action in 
pursuit of the common good. Hence 
arises the state’s right to levy taxes 
that the taxpayer is obliged to pay. If 
no one paid taxes, humanity would 
in all likelihood never have succee-
ded in building a robust civilization. 

However, when an individual 
taxpayer neglects to pay taxes while 
others comply, they still enjoy state-
provided benefits, such as security, 
healthcare, and education. This 
free-riding activity is at the cost of 
those who shoulder the tax bur-
den and contribute to the common 
good. Keeping in mind that the col-
lapse of tax compliance would lead 
to societal breakdown, the common 
good demands that the state imposes 
taxes upon dishonest taxpayers who 
should be subject to penalties if they 
refuse to pay them. 

Before considering why taxpayers 
avoid paying taxes, it is worth noting 
the various forms that avoidance can 
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take. Tax avoidance can range from 
overtly illegal acts, such as making 
false declarations in tax returns or 
concealing income, to practices 
that, although technically lawful, 
run counter to the spirit of the law 
by exploiting loopholes and regula-
tory gaps.  The concept of tax opti-
mization deserves to be addressed in 
greater detail. It often carries a pejo-
rative connotation in contemporary 
discourse, but the concept is in fact 
inherently ambiguous, because at 
least two types of tax optimization 
can be distinguished. 

How do taxpayers avoid 
taxation?

One consists in lawfully utilizing 
existing tax provisions to reduce the 
overall tax burden. Poland’s Supreme 
Administrative Court (2022) has 
emphasized that a taxpayer is under 
no obligation to pay the highest pos-
sible amount of tax: as long as his 
or her actions fall within the limits 
set by the legislator, their choices are 
deemed permissible. It is therefore 
not unethical, for example, for an en-
trepreneur to make use of the R&D 
relief in income tax, which permits 
the costs of R&D investment to be 
included twice or even three times in 
tax-deductible expenses when mea-
suring the business’s tax base. Such 
an approach is explicitly permitted 
by the state, which acknowledges 
that offering preferential tax treat-
ment to innovative businesses serves 

the common good and broader so-
cietal objectives by fostering inno-
vation and contributing to national 
economic growth. 

However, there is another type 
of tax optimization that attempts 
to “outsmart” the tax authorities 
through the use of artificial sche-
mes. One example involves transfer-
ring income raised in Poland to tax 
havens by imposing an artificially 
inflated, non-market-based fee for 
leasing a trademark on a subsidiary 
registered in a tax haven.  Another 
example of aggressive and clearly 
unethical tax optimization is known 
as treaty shopping, which exploits 
double taxation agreements between 
different states to secure non-taxa-
tion of income. 

As part of this practice, taxpayers 
sometimes set up conduit compa-
nies, which are established solely 
for this purpose. They do not under-
take any business activity and have 
no assets but are designed purely 
to exploit dividend tax exemptions 
granted under an agreement between 
the source country and the country 
where the conduit company is loca-
ted. By employing these intermedia-
ries, it becomes possible to avoid 
taxation of the cash flow. Wherever 
artificial entities are established wit-
hout reasonable economic rationale, 
or where evident loopholes in the 
regulations are exploited, one is no 
longer dealing with tax optimization 
but rather with tax avoidance , which 
is certainly unethical.  Exploiting 
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a legislative oversight or loophole, 
or establishing artificial entities, 
amounts to attempted deception 
of the state by the taxpayer and, by 
extension, of all other taxpayers who 
meet their fiscal obligations honestly. 

Why do taxpayers avoid 
taxation?

Filipczyk (2015) points out that 
an action which formally complies 
with the letter of the law but contra-
dicts its spirit and intent violates the 
categorical imperative formulated by 
Kant (1953), whose philosophy pro-
foundly shaped Western ethics. This 
imperative says that people should 
act according to a rule of conduct 
that might serve as a universal law.  
Would a taxpayer who deceived the 
tax authorities through various tricks 
genuinely wish for such methods to 
be applied consistently for everyone? 
Imagine a situation in which a lender, 
engaged in a civil law relationship 
with that same taxpayer, employed 
similar schemes and exploited regu-
latory loopholes or omissions which 
were clearly contrary to the intent of 
their relationship, when drafting the 
loan agreement, ultimately forcing 
the borrower (the taxpayer) to repay 
twice the standard interest. Would 
the taxpayer like to find themselves 
in such a situation? So why do they 
put other taxpayers and citizens in 
such a situation when they avoid 
taxation themselves? 

When examining the roots of 
taxpayers’ unethical conduct, seve-
ral potential causes should be consi-
dered. The first and clearly most 
significant factor is the pursuit of 
financial gain. There will always be 
individuals within society who seek 
to gain an advantage at the expense 
of others. In some societies they are 
more prevalent, in others less so, but 
they exist and will continue to exist. 
They cannot be entirely eliminated 
from society, any more than drunk 
drivers, thieves, or murderers. 

However, there are also cases in 
which a taxpayer fails to satisfy their 
tax obligations or attempts to “outs-
mart the tax office” for reasons that 
go beyond their own financial gain.  
Taxes, as mentioned earlier, are in-
tended to serve the common good. 
But is this always the case? Will a 
citizen be willing to pay taxes if the 
tax office approaches them as a pre-
sumed fraudster? Will a citizen be 
inclined to pay taxes if the tax law is 
drafted so opaquely that they cannot 
even make sense of it? Will a citizen 
be willing to pay taxes if the tax mo-
ney distribution across society runs 
counter to the principles of justice? 

These questions point to a broa-
der issue which the following sec-
tion will address: the ethical attitude 
of the state. 

Modern democratic political 
systems are increasingly distancing 
themselves from the notion that in-
dividuals under the authority of the 
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state are mere subjects, as in feudal 
regimes, or even its property, as in 
totalitarian systems. Today, “citizen” 
is defined by the Polish language 
dictionary (2025) as “a member of 
society in a state, endowed with spe-
cific rights and obligations conferred 
by law and the constitution.”  The 
relationship between the citizen and 
the state is thus a reciprocal one: 
both parties are bound by rights and 
obligations. 

Ethics of tax authorities

The ethical responsibility of a 
taxpayer extends beyond merely 
paying taxes. They can also hold tax 
authorities accountable for imple-
menting an effective tax collection 
policy.  When a social relationship 
confers rights exclusively on one 
party while imposing only obliga-
tions on the other, it loses its ethical 
foundation and takes on the charac-
ter of tyranny. What, then, is a tax-
payer entitled to expect from the tax 
office? Although it may seem trivial, 
they should expect  exactly what the 
state expects of them. 

In today’s world, when tax law is 
complicated and opaque, it is chal-
lenging to establish that taxpayers’ 
rights have been fully realized. 
Poland’s Constitutional Tribunal 
(2003) emphasizes the importance 
of the principle that tax law should 
have sufficient clarity, but this is 
often not the reality. In addition, 
taxpayers should rightfully be able 

to expect that the tax policy imple-
mented by the state will be predic-
table and stable. A key ambition of 
any business is the development of 
long-term operating and growth stra-
tegies. Can a company plan its deve-
lopment properly and anticipate its 
situation when, just before the onset 
of a new fiscal year, it is notified of 
major changes in the tax system? 

Taxpayers should also be able to 
expect tax authorities to treat them 
in a way that corresponds with the 
level of their responsibility when 
they fail to meet their tax obliga-
tions. Not every taxpayer who makes 
mistakes in their tax calculations 
does so intentionally, especially gi-
ven the high complexity of tax law. 
Should they therefore be immedia-
tely regarded as a fraudster? Finally, 
since the tax relationship is a form 
of social contract between the state 
and the taxpayer, in which the lat-
ter transfers part of their assets in 
exchange for state-provided bene-
fits, the taxpayer should be entitled 
to demand that the funds collected 
by the state are actually allocated for 
the common good. The state should 
therefore be accountable for how it 
has used funds collected from its 
citizens. 

A complex ethical issue is how 
the tax burden should be distributed 
across society. On the one hand, it 
seems that taxes should be distribu-
ted in an equally burdensome man-
ner between all citizens who contri-
bute to the upkeep of the state. But 

UNETHICAL TAXPAYER VS. UNETHICAL STATE: ABUSES IN THE TAX RELATIONSHIP



FINANCE & THE COMMON GOOD/BIEN COMMUN

142

what does “equally burdensome” 
mean? Some might argue that it 
involves paying the same amount; 
others might point to paying the 
same percentage of income; while 
others will contend that progressive 
taxes best reflect an equal distribu-
tion of the tax burden. The latter 
view seems paradoxical, but is sup-
ported by the economic law of dimi-
nishing marginal utility. 

A separate ethical consideration 
is whether it is in the interest of 
the common good to favour certain 
types of activities by imposing a mil-
der tax burden on them. The ratio-
nale behind such a policy is that a 
subsidized activity may yield greater 
social benefits than would otherwise 
be achievable through taxes being 
levied on it. 

While ethics can establish guide-
lines for the state’s response to certain 
legitimate expectations of taxpayers, 
not all of them can be addressed. In 
democratic systems, such problems 
can only be solved by a popular 
vote. An inherent characteristic of 
the decision of the majority is that 
someone from the minority will ine-
vitably feel wronged by it, but some 
issues in a democratic society can-
not be resolved in a way that pleases 
everyone. According to the doctrine 
of utilitarianism, another influential 
school in European ethics, the grea-
test possible happiness of the grea-
test number of people is the actual 
measure of good and evil (Bentham, 
1948).  This principle is embodied 

in the electoral mechanism which 
ensures that the position adopted re-
flects the view of the majority. Unfor-
tunately, this measure will not satisfy 
everyone, and history is full of ins-
tances where the majority imposed 
tyranny on the minority. 

It could thus be argued that the 
majority’s freedom of choice should 
be confined within certain bounda-
ries that must remain inviolate. For 
example, it would undoubtedly be 
objectively unethical for the majori-
ty to decide to impose close to 100% 
tax on a minority in order effectively 
to seize their property. In modern 
democracies, inviolable boundaries 
within which the majority can exer-
cise its decisions are safeguarded by 
constitutions and binding interna-
tional law. 

The activity of Poland’s tax 
authorities 

Is the state’s treatment of tax-
payers in Poland aligned with ethical 
principles? To answer this question, 
let us examine how Poland’s tax of-
fice operates in relation to taxpayers’ 
legitimate expectations and rights. 
Regarding the clarity and precision 
of tax regulations, it should firstly be 
noted that Poland’s tax system was 
ranked 63rd out of 64 countries in 
the Tax Complexity Index (2022), 
which measured the least and most 
complicated tax systems in the 
world. According to a PwC (2024) 
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report, Poland is also the second-
worst country in Europe when it 
comes to the number of hours that 
entrepreneurs must devote to tax-re-
lated formalities. In Poland, a typi-
cal entrepreneur needs an average of 
334 hours for this purpose, compa-
red with 218 hours in Germany. 

It is not merely the complexity 
of Polish tax law that poses a chal-
lenge – it is also the reluctance of the 
tax authorities to offer guidance to 
taxpayers. For a long time, the tax 
authorities were reluctant to answer 
individual taxpayers’ requests about 
whether some of their business acti-
vities could have been classified as 
research and development (R&D). 
They were finally forced to provide 
advice following the judgement of 
the Supreme Administrative Court 
(2021). Such conduct on the part 
of the tax authorities rendered the 
legislator’s efforts to introduce R&D 
tax relief largely ineffective. On the 
one hand, the taxpayer was offered 
the opportunity to take advantage of 
the relief; on the other, there was no 
way to obtain binding confirmation 
that they were eligible.  As a result, 
the taxpayer risked a potential tax 
audit that, would require them to 
pay outstanding levies with interest, 
and might even lead to tax-related 
criminal charges.  

Is such behavior by the tax au-
thorities toward the taxpayer ethical, 
where a particular tax relief is made 
available, but the taxpayer is de-
nied the ability to make safe use of 

it? It arguably looks like a trap set 
for the taxpayer.  Would one allow 
such behavior in dealings between 
individuals? 

A separate concern in Poland is 
whether taxpayers are afforded suf-
ficient time to become acquainted 
with newly introduced tax changes. 
The Polish Deal, widely regarded 
as the most significant tax reform 
in recent years, serves as a telling 
example. It came into effect on 1 Ja-
nuary 2022, even though the under-
pinning legislation was published in 
the Journal of Laws (2021) as late as 
23 November 2021, giving taxpayers 
had just over a month to brace for 
the revolutionary changes. The most 
recent election campaign in Poland 
saw bold declarations about imple-
menting a mandatory six-month va-
catio legis (notice period) before any 
new tax laws would take effect. But 
unfortunately, the declarations did 
not materialize. 

The latest revision of the Act 
on Local Taxes and Fees is a stri-
king example. It introduces major 
changes to the real estate tax im-
posed on buildings and structures 
and was published in the Journal of 
Laws (2024) on 29 November 2024, 
barely one month before it came into 
effect on 1 January 2025. 

How, then, can a taxpayer in Po-
land reasonably manage a business 
when each year might end with an 
unforeseen twist from the tax office? 
Where is the trust that underpins 
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the very foundations of ethics? This 
report has outlined scenarios in 
which taxpayers attempt to fool the 
tax authorities using various artifi-
cial schemes. However, there are also 
instances where Poland’s tax autho-
rities attempt to outsmart the tax-
payer, using similarly questionable 
tactics. 

A prime example is the arbitrary 
initiation of fiscal proceedings under 
criminal law in tax-related cases. Un-
der Poland’s Tax Ordinance, the limi-
tation period for a tax obligation is 
suspended when fiscal proceedings 
under criminal law are launched in 
a case concerning the non-fulfilment 
of that obligation. Yet sometimes, 
when the limitation period for a 
tax obligation is coming to a close, 
the tax authorities launch criminal 
fiscal proceedings on questionable 
grounds, with either no or negligible 
follow-up action. These proceedings 

serve one purpose only: to prolong 
the window during which the tax au-
thority can enforce collection. They 
are discontinued once that goal has 
been achieved, revealing that their 
sole function is to manipulate the 
status of limitation of the tax obliga-
tion. This practice was criticized in a 
resolution of Poland’s Supreme Ad-
ministrative Court (2021), but it has 
not ceased altogether. The question 
is therefore raised that if taxpayers 
are expected to steer clear of dubious 
tactics to mislead the tax office, is it 
not fair as well to demand that the 
state should play by the same rules? 

To conclude this section, it is 
worth highlighting some dishearte-
ning statistics. Figure 1 shows the 
percentage of taxpayers’ complaints 
examined by Voivodeship (Provin-
cial) Administrative Courts and filed 
against individual interpretations 
of tax law issued by tax authori-

Figure 1: Percentage of complaints examined by Voivodeship (Provincial) Administra-
tive Courts against individual interpretations of tax law over 2013-2023

Source: Writer’s analysis of administrative courts data, 2013-2023
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ties, broken down by years. Figure 
2 shows, on the same year-by-year 
basis, the percentage of complaints 
that closed with the cancellation of 
tax authorities’ decisions by courts.

As these charts illustrate, a consi-
derable share of court disputes with 
the tax authorities are decided in 
favour of the taxpayer, painting a 
troubling picture of how frequently 
in Poland state institutions disregard 
both ethical norms and the letter of 
the law. Can such treatment of the 
taxpayer be considered fair? Can the 
state claim the moral high ground in 
demanding that taxpayers meet their 
obligations, when it consistently 
fails to uphold its own correspon-
ding responsibilities?

A vicious circle

The previous two sections exami-

ned examples of unethical behavior 
by both taxpayers and the state.  It 
is worth reflecting on what drives 
this mutual outsmarting game and 
whether it has not become self-per-
petuating.  A fair question would be 
whether the complex nature of Po-
land’s tax law stems, at least in part, 
from the state’s efforts to stay one 
step ahead of “creative” taxpayers 
who exploit legal loopholes to avoid 
paying what they owe. 

As taxpayers keep discovering 
new gaps in the system, new legis-
lative fixes must be applied, thus 
rendering the law increasingly ca-
suistic, wide-ranging, and intricate. 
But viewed from a different angle, 
it is worth considering whether the 
taxpayer’s desire to avoid taxation 
is a reaction to the state’s failure to 
uphold its own obligations toward 
them. Why should a taxpayer, wit-
nessing the state’s leniency toward 
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international corporations shifting 
profits to tax havens, while impo-
sing relentless pressure on small tax-
payers lost in the thicket of regula-
tions, not be inclined to resist such 
an unequal policy? If the state treats 
the taxpayer as a dishonest fraudster 
from the outset, will that taxpayer 
not be tempted ultimately to assume 
this role, like a self-fulfilling prophe-
cy? Will a taxpayer meet their tax 
obligations for the sake of the com-
mon good, while the state proves 
incapable of ensuring predictability 
or allowing adequate time to adapt 
to amended regulations? 

These questions are, of course, 
rhetorical. In a climate of mutual 
distrust between the taxpayer and 
the state, where each side views the 
other as an adversary, there can only 
be a deepening spiral of unethical 
behavior by both sides. 

Recommendations for tax 
authorities

In conclusion, the fact that the 
present situation in Poland is clearly 
unfavorable cannot be ignored. The 
absence of trust and cooperation 
between the taxpayer and the state 
generates losses on both sides, as 
well as to the country’s economy. 
Any effort to build a better relation-
ship must begin with the recognition 
that both parties to the tax relation-
ship share equal responsibility for its 
creation. 

Concerning the conduct of the 
state, the following proposals merit 
consideration:

1. The interaction of tax authori-
ties and taxpayers should be viewed 
through the lens of an interpersonal 
relationship: To build a genuine rela-
tionship based on trust and collabo-
ration, it is essential to go beyond 
demands and also respect the other 
party’s legitimate rights and inte-
rests. It is not fair to operate under 
the assumption that every taxpayer 
attempts to deceive the system. It is 
important to keep in mind that the 
majority of taxpayers are not prima-
rily driven by a desire to deceive. Al-
though they may be prone to errors, 
their intentions are generally honest. 

2. Taxpayers have the right to 
expect the state to be predictable:  It 
is unacceptable for taxpayers to be 
given merely a month to prepare for 
sweeping changes to the tax system. 
Once advocated by certain politi-
cal factions but discarded later on, 
the proposal of a six-month vaca-
tio legis (notice period) for new tax 
legislation should be regarded as 
the bare minimum. Changes to tax 
law should be subject to extensive 
consultation, since the state must 
not lose sight of the fact that taxes 
are not levied for their own sake but 
to advance the common good. 

3. The state has every reason to 
protect itself from dishonest taxpayers, 
but should refrain from exploiting legal 
loopholes or resorting to unfair tactics 
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to gain the upper hand: To encou-
rage honest conduct by taxpayers, 
the state must also treat them fairly, 
as one would expect in any human 
relationship.

4. Excessive casuistry and expan-
ding tax regulations in reaction to 
every instance of aggressive tax opti-
mization should cease:  Continuing in 
this manner means the legal system 
will become ever more convoluted, 
and while one abuse may be curbed 
through amendments, many well-in-
tentioned taxpayers may be caught 
in the crossfire. Abusive practices 
should be addressed using tools 
already available in Poland’s legal 
system. Such tools allow the state 
to pinpoint and tackle specific ins-
tances of tax avoidance, as is the case 
with the general anti-avoidance rule  
contained in Article 119 of the Act 
of 29 August 1997 – Tax Ordinance 
(1997). 

5. To encourage taxpayers’ trust, 
the state should communicate its tax 
policy with full transparency:  Any 
taxes imposed should truly serve the 
common good and not be wasted or 
merely be taxation for its own sake. 

Recommendations for 
citizens

Taxpayers must recognize that 
taxes are not a form of theft but a 
fair contribution to society and the 
common good, provided that they 

are genuinely used for that purpose. 
This  brings the state’s role in the 
relationship back into focus. 

If an individual enjoys the bene-
fits guaranteed by the state, inclu-
ding security, the rule of law, heal-
thcare, and education, then he or 
she must also accept their duty to 
contribute to the cost of providing 
these benefits. This principle applies 
even to someone who feels frustrated 
at having to pay taxes that fund ser-
vices which they personally do not 
use. For instance, they may be heal-
thy and no long need access to edu-
cation, but social solidarity means 
individuals share mutual responsibi-
lity for one another. 

Most ethical perspectives affirm 
the value of one person helping the 
other, with the understanding that 
the roles may one day be reversed. A 
company that conducts business in a 
country reaps the benefits of its legal 
protection, and of local employees 
who have been educated in publi-
cly funded schools.  Under the same 
principle of solidarity, the company 
should repay that country through 
taxation instead of diverting its ear-
nings to tax havens. 

In practice, however, many com-
panies lose sight of this obligation, 
driven primarily by the pursuit of 
greater profit. At this point, the role 
of stakeholders becomes crucial, as 
they are in a position to influence 
such businesses in an era when 
ethical environmental, social and 
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of awareness and collective action. 

https://isap.sejm.gov.pl/isap.nsf/DocDetails.xsp?id=WDU20210002105
https://isap.sejm.gov.pl/isap.nsf/DocDetails.xsp?id=WDU20210002105
https://isap.sejm.gov.pl/isap.nsf/DocDetails.xsp?id=WDU20240001757
https://isap.sejm.gov.pl/isap.nsf/DocDetails.xsp?id=WDU20240001757
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