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Adam Szyszka*

Editorial

https://doi.org/10.2478/ijme-2021-0027

Welcome to the final issue of the International Journal of Management and Economics in 2021. Let me 
start this editorial by sharing the very good news that our journal has been appreciated by the Ministry of 
Science and Higher Education and has been granted 100 points on the evaluation list of scientific journals 
in Poland. This is one of the highest ranks among economic journals from our country. I am deeply grateful 
to all our dear authors and reviewers, as well as to the distinguished members of the Academic Board, for 
letting us constantly improve our academic standards. Of course, words of appreciation go also to all my 
dear colleagues from the Editorial Team, who work with me on a daily basis to make things run smoothly.

In this issue, we offer four empirical papers, two conceptual papers, and one book review. The scope of 
the papers lies in behavioral economics, finance, strategic management, human resources management, 
project management, and general macroeconomics. From the geographical perspective, two papers are 
dedicated to the US market, one to Indonesia, one to Poland, and one to Scandinavia.

The opening paper is by Marcin Palenik, and it is entitled “The effect of uncertainty on negative 
discounting”. The Author demonstrates that the commonly accepted assumption of positive discounting 
rates in intertemporal choices in some situations may not hold. In an experimental study, he shows how 
an increase of uncertainty increases the chances of negative discounting. He demonstrates that uncertain 
profit of high expected value might be more likely deferred over time than a certain profit of the same 
value. On the other hand, uncertain loss of a high expected value will be more likely accepted earlier than a 
certain loss of the same value. In both cases, negative discounting is observed more often due to increased 
uncertainty.

Serhii Lehenchuck and Tetyana Zavalii are authors of the second paper, entitled “The impact of 
consumer capital on company’s market value: an empirical study from 100 U.S. stock market leaders”. 
Applying various models of regression analysis to data from reports of 100 U.S. stock market leaders, they 
generally confirm the positive (but statistically weak) relationship between the customer capital and the 
company’s market value. As a kind of a side finding, the authors also suggest that particular attention 
should be paid to research and development (R&D) expenses, which have a significant impact on the 
company’s market value according to their regression analysis.

The third paper, entitled “Strategic thinkers and their characteristics: toward a multimethod 
typology development”, is by the team of following authors: Katarzyna Piórkowska, Anna Witek-Crabb, 
Janusz Lichtarski, Maciej Wilczyński, and Sylwia Wrona. They explore the strategic thinking concept by 
searching for similarities and differences within the strategic thinkers’ population in order to allow their 
categorization. Additionally, the biographical method is applied to exemplify all the distinguishing features 
with real-life examples of globally well-known corporate leaders.

In the fourth article, entitled “The importance of emotional intelligence for the sales associates 
profession as a mediation between job stress and job satisfaction”, Christine Sandroto and Jessica Fransiska 
examine the effect of job stress on job satisfaction, with emotional intelligence as a mediating variable in 
the sales associate profession. The research sample consists of 100 sales associates in Jakarta (Indonesia), 
who work in malls that target middle-to-upper-class level customers. The study reveals that the higher 
the level of emotional intelligence, the stronger the relationship between job stress and job satisfaction 
is mediated. Emotional intelligence is an ability that can improve through training programs. Therefore, 
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it might be advised that through emotional intelligence training, one can obtain a higher degree of job 
satisfaction.

The next paper, “Role of the state in implementation of strategic investment projects: The SaHo model 
for nuclear power”, is by Bożena Horbaczewska and Łukasz Sawicki. It presents an innovative business 
model designed specifically to enable the Polish government to implement nuclear power development 
plans. The SaHo model solves those problems identified in the nuclear energy sector that are mainly related 
to high investment risk and high cost of capital at the investment stage. Since the state is the investor at 
the initial stage, it takes over most of the risk in the short term. By selling the shares in the project before 
connection to the grid, the state significantly reduces the financial involvement in the medium and long 
terms. After connection to the grid and disinvestment by the state, the energy is sold to their shareholders at 
costs. It is also possible to use this model in other countries and sectors requiring high capital expenditures.

The final paper of this issue, “Disputes over the reasons for Sweden’s economic success: Nima Sanandaji 
and his critics”, is by Bogusław Czarny. This is a follow-on paper of the article presented by Bogusław 
Czarny and Elżbieta Czarny in the previous issue of IJME. This time, the author analyzes selected views of 
the well-known Swedish analyst of Nordic economies, Nima Sanandaji, on the reasons for the economic 
and social successes of Sweden and other Nordic countries in the 20th and 21st centuries. In particular, the 
following theses have been challenged: the opinion that Sweden’s prosperity arose before the development 
of the welfare state, the view that other Swedish successes (health, small inequalities, equal opportunities) 
are wrongly attributed to the Swedish welfare state, and the thesis that there is very limited scope for other 
countries to copy the Swedish (Nordic) experience. Bogusław Czarny, in an interesting manner, confronts 
some controversial claims of Sanandaji with arguments of his critics and occasionally enriches the 
discussion by his own remarks.

Last but not the least, there is also a book review included in this issue. Marian Gorynia summarizes 
and recommends the latest book by Jerzy Menkes and Magdalena Suska on the economic and legal impact 
of the coronavirus pandemic in Poland. (“The economic and legal impact of COVID-19. The case of Poland”, 
Jerzy Menkes and Magdalena Suska (eds.), Routledge: London and New York, 2021).

This is the last issue of the International Journal of Management and Economics in 2021. As is usual, on 
this occasion, at the end of the issue, we list the reviewers who helped us assess nearly 100 submissions 
considered for publication over the past year (vol. 57, issues 1–4). We would like to thank them cordially 
for their time and expertise in keeping our academic standards high. We express our appreciation also on 
behalf of the many authors who benefited from their inspiring remarks and suggestions on how to improve 
their articles.

Traditionally, at the turn of the year, I would like to wish all readers, authors, and other members of our 
academic community a Happy New Year 2022. Please accept our Best Wishes and Seasonal Greetings. Stay 
with us for more scientific reports and inspiring papers in further issues of the coming new volume.
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Abstract: The preference to receive benefits as early as possible and delay costs as much as possible is natural 
for people. That means a positive discount rate in the intertemporal choice, which is a common assumption 
in economics. However, as research in behavioral economics proves, in certain situations a negative 
discount rate occurs. The purpose of this paper is to show that the assumption of positive discounting is not 
always true. The presented experimental study shows how a decrease in probability increases the chances 
of negative discounting. According to the results, the expected large, uncertain profit is more likely to be 
deferred over time than a certain profit of the same value. On the other hand, the expected large, uncertain 
loss is more willingly experienced earlier than a certain loss of the same value. In both cases, it means an 
increase in the frequency of negative discounting due to increased uncertainty. The results of the study 
broaden the existing knowledge about the impact of probability on discounting in a situation of expected 
losses and the area of negative discounting.

Keywords: behavioural economics, intertemporal choice, negative discounting, uncertainty
JEL Classification: D15, D91

1  Introduction
Both empirical research and life experience show that people most often prefer to receive benefits as early 
as possible and incur costs as late as possible. That means that the discount rate in intertemporal choices is 
positive and the amount loses its value with the deferral. The discounting process involves a decrease in the 
subjective value of an award or penalty (e.g., in the form of a cash amount) along with a deferral [e.g., Green 
and Myerson, 1996]. According to another definition [Frederick et al., 2002], discounting over time means 
assigning more weight to present than future consequences due to various factors that reduce future utility, 
such as uncertainty or changing tastes. For example, getting a cash prize now is much more attractive than 
getting the same prize after 5 years. Similarly, most people would prefer to pay for an apartment in 10 years, 
than now, if the amount was the same. This is because a given amount in the future seems, and almost 
always is, worth less than the same amount now. The more a given amount loses its value with the delay, 
the stronger the discounting – in other words, the higher the discount rate. 

There are many reasons for justifying discounting over time. First, the benefits that can be obtained in 
the future are never 100% certain – even if they are assumed to be. Unforeseen things can always happen 
and in the end it may not be possible to obtain the benefit. For example, the individual may die before 
receiving the given amount; in the meantime there may be hyperinflation, which will make the amount 
received in the future worth very little; or the person (institution) who promised the given amount may die 
(go bankrupt). Penalties that are significantly delayed in time may also ultimately not take place for various 
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reasons. Thus, postponement is always associated with uncertainty [Keren and Roelofsma, 1995; Weber and 
Chapman, 2005; Halevy, 2008].

In economics, receiving an amount of money later, instead of earlier, is associated with the opportunity 
cost, i.e., interest or other benefits that a given amount of money could bring. Before the global crisis of 
2009, it was obvious that by keeping your funds in a bank or buying government-guaranteed treasury 
bonds, you would get additional interest on top of your original value. For this reason, it is better to receive a 
given amount of money now, even if it is not needed, because by allocating it properly, you can additionally 
receive a guaranteed interest from it. Inflation is another economic reason for discounting. When prices 
rise, a given amount of money loses purchasing power over time and therefore its value drops. Therefore, 
it is natural to prefer to get it as early as possible. Another factor that contributes to discounting is the 
psychological discomfort that people feel when positive events are postponed. On top of other rational and 
economic reasons, people simply want to get the benefits right away [e.g., Laibson, 1997; O’Donoghue and 
Rabin, 1999]. For these reasons, people generally have a positive discount rate.

Positive values of discount rates are often taken for granted. This, however, resembles the situation of 
interest rates in the economy, which were also considered not to be negative until about 12 years ago. Reality 
has shown that this assumption is not true. Similarly, there are conditions under which negative discounting 
occurs. The purpose of this article is to show that there are situations that increase the chances of negative 
discounting occurring in intertemporal choices. There is already evidence that negative discounting is very 
common in certain cases. The following review will present situations already described in the literature. 
Then, based on the Loewenstein model, hypotheses will be derived, indicating that probability is related 
to negative discounting. Finally, experimental studies will be presented showing that for large amounts 
(losses and gains), the chance of negative discounting increases as the probability decreases.

2  Literature review
Economists generally use the Samulson [1937] model, in which a single discount rate is used to discount 
various events (sources of utility); this rate is constant over time and cannot be negative. As shown by 
empirical research in the field of behavioral economics, these assumptions are often inconsistent with 
reality [Frederick et al., 2002]. In this paper, we use the Loewenstein [1987] model to show empirically that, 
under the influence of a change in probability, some people modify their preference from a positive to a 
negative discount rate.

Behavioral economists have found a few situations in which people make decisions in line with a 
negative discount rate, that is, they prefer to postpone favorable events and to experience negative events 
as early as possible. The first such phenomenon is the preference for improvement. This means that when 
people are asked to choose a sequence of given positive events, they prefer to experience them in such an 
order that the most favorable events  occur later, after less positive events [Loewenstein and Prelec, 1991; 
Loewenstein and Prelec, 1993; Frederick and Loewenstein, 2008]. This preference applies, for example, to 
cash in the case of wages. In the study by Loewenstein and Sicherman [1991], the respondents preferred 
the increasing sequence of received wages rather than the decreasing ones, assuming a constant sum of 
the whole sequence. Ariely and Carmon [2000] noticed that patients in the hospital prefer pain sequences 
in which the intensity of the pain becomes weaker and weaker and with the discomfort perceived as the 
smallest at the end. It can be said that the subjects preferred the stronger pain sooner rather than later. The 
improvement preference implies a negative discount rate when events are viewed as a sequence.

The second phenomenon consistent with negative discounting is the preference for paying small 
amounts of money earlier. Most researches on discounting do not allow participants to choose in line with 
a negative discount rate. When Mitchell and Wilson [2010] gave a choice that was consistent with a small 
but negative discount rate, it was found that a significant proportion of participants made a choice that 
was consistent with negative discounting when the questions concerned a small loss (US$10). However, the 
design of this study still suggested to participants that a more appropriate choice was in line with a positive 
discount rate. Finally, Hardisty et al. [2013], found that the preference to pay fines early is common for 
small amounts (US$10 and US$100), but not for large amounts (US$1,000, US$10,000). The authors of the 
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study explain the negative discount rate for small losses by the argument that people prefer to have small 
problems behind them as soon as possible so that they can forget about them. Moreover, waiting for an 
unpleasant future event (e.g., a punishment) can provoke negative emotions. However, with large amounts 
to be paid, it is the economic motivation that begins to prevail. 

Other situations that lead to negative discounting were shown by Palenik [2017]. In his research, 
he discovered that there may be conditions under which a positive monetary amount, which is usually 
discounted with a positive rate, will be deferred, i.e., discounted with a negative rate. Such conditions are 
the expected decrease in income and the expectation of insufficient income in relation to expenditure in 
the future. The study did not deal with deferring consumption as it would be a normal saving situation. The 
respondents chose answers that delayed the moment of receiving the funds. It is difficult to justify such 
behavior with classical economic theories and a positive discount rate. However, Palenik [2017] showed 
that such behavior is consistent with the behavioral theory of Shefrin and Thaler [1988].

The last case of a preference for postponing favorable events and making sooner unfavorable ones is 
Loewenstein’s [1987] anticipation effect. According to it, some events, even before they start, generate such 
strong emotions that the utility of anticipating outweighs the natural, positive discount rate. This causes 
the desire to postpone pleasant consumption as a result of savoring its prospect and to experience sooner 
the negative events in order to go through them as soon as possible. In Loewenstein’s study, participants 
were asked to provide the subjective value of a future kiss from their favorite movie star. When they had the 
choice of kissing immediately, in 3 h, in 24 h, in 3 days, in a year, and in 10 years, the one they would receive 
in 3 days was the most valued, and not the immediate one as the positive discount rate would suggest. In the 
second part of the study, participants had to decide what compensation they would expect for an electric 
shock in the future. The respondents demanded the greatest compensation for the shock in 10 years, and 
not the immediate one, which meant a negative discount rate. Expecting a negative event has a negative 
value in its own right: for example, waiting for torture is in itself a psychological distress. In the experiment 
of Berns et al. [2006], the respondents were faced with the choice of receiving an electric shock after 3 s or 
27 s. It turned out that when the strength of the shocks was identical, the vast majority preferred to wait 
for a shorter time. Moreover, some subjects preferred an even stronger paralysis right away rather than a 
weaker but delayed paralysis. The preference for earlier punishment was also demonstrated by Mischel et 
al. [1969]. Additionally, neuroimaging data in a study by Berns et al. showed an increase in the activity of 
brain regions associated with pain sensation before the electric shock occurred. This result supports the 
theory of utility (in this case negative utility) resulting from anticipation.

The classical model of discounted utility by Samuelson [1937] does not take into account the utility of 
anticipation. In this model it is assumed that apart from the moment of consumption of a given good, there 
is no other utility resulting from that good. This means that the utility of a given pleasure, for example, 
a vacation, is to come from being on vacation, and not from the joy of waiting for it. In fact, as Jevons 
had already pointed out [Loewenstein and Elster, 1992], people get pleasure not only from the current 
consumption, but also from the consumption expected in the future, thanks to anticipating it. Similarly, 
the prospect of unpleasant events is having a negative effect right now. According to Loewenstein’s [1987] 
anticipation theory, certain events, especially emotionally strong ones, generate additional utility while 
waiting for them. According to Loewenstein, savoring is getting positive utility from anticipating future 
consumption, and fear means negative utility from future unfavorable events.

Loewenstein believes that the total current utility of deferred consumption is the sum of the discounted 
utility from consumption and utility from anticipation. Total utility of consumption may increase along 
with its deferral, in the event that future utility loses less with the deferral than the anticipation utility 
increases. Loewenstein gives the necessary and sufficient condition to postpone positive events and the 
preference to experience negative events earlier as the following:

(α/δ) (1 – e-δL) > 1 –e-rL  (1)

where r indicates conventional discount rate used to discount future utility from all sources (assumed to 
be positive); δ indicates measure of an individual’s preoccupation with the future (someone with a low 
δ savors or dreads even those outcomes that will occur in the distant future); α indicates measure of the 
“imaginability” or “vividness” of a particular outcome; and finally L indicates the duration of consumption.
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From the above relationship, Loewenstein made the implication that postponement of positive events 
and making sooner negative events will be more likely when the events are emotionally strong, influencing 
the imagination (high value α) and short-lived (low value L). Loewenstein suggests that people may want 
to postpone pleasant things, not only because they want to enjoy the time spent waiting for an event but 
also because they want to delay the regret of ending a future pleasure. They prefer to think about a given 
positive experience in the future tense than in the past tense. So they will be particularly eager to postpone 
it, when it is short-lived, because anticipation causes their experience to stretch over time. On the other 
hand, people prefer to experience negative events, which are fleeting and intense, immediately, to put them 
behind them as soon as possible. The theory of anticipation explains different levels of discounting of 
different goods (which is ruled out by mainstream economic theories). Goods that produce a greater degree 
of emotions have a lower discount rate.

Further analysis will show that Loewenstein’s theory can justify the influence of uncertainty on the 
occurrence of negative discounting. According to the literature to date, uncertain events are less discounted 
than certain events [e.g., Keren and Roelofsma, 1995; Weber and Chapman, 2005; Vanderveldt et al., 2015). 
The studies conducted by Chew and Ho [1994], Lovallo and Kahneman [2000], and Palenik [2014] suggest 
that uncertainty has some impact on the possibility of a negative discount rate. Chew and Ho argue that 
hoping for a good outcome of a lottery leads to satisfaction with the expectation, and anxiety about possible 
loss leads to a desire to resolve uncertainty early. According to the assumptions of these authors, the 
greatest chance of the anticipation effect occurs when the probability of a future event is low. In the studies 
by Lovallo and Kahneman [2000] and Palenik [2014], the majority of participants showed reluctance to 
postpone games with a negative expected value by 2  weeks. The results of Lovallo and Kahneman also 
indicate that lotteries with a positive expected value, but with a low probability of a big win, are especially 
willingly postponed. Sagristano et al. [2002] reached a similar conclusion in their research. They showed 
that in the case of a lottery with a low probability and a high win, the respondents preferred to play it in 
2 months rather than the next day, while in the case of a lottery with a high probability and a low win, 
the respondents preferred to play it the next day rather than in 2 months. The phenomenon of a negative 
discount rate should therefore be visible, especially with extremely low probabilities and very high rewards. 
However, the research of the above authors had the feature that both probabilities and amounts changed in 
the analyzed lotteries. Therefore, to our knowledge, there is no study that verified the impact of probability 
on the occurrence of negative discounting.

3  Hypotheses
According to Loewenstein’s theory of anticipation [1987], the phenomenon of postponing positive and making 
sooner negative events is more frequent when the expected events are fleeting. Based on this relationship, 
the hypotheses regarding the influence of probability on negative discounting are substantiated below. 
In the case of positive events that are fleeting and intense, people experiencing them want to stretch the 
moment over time. Loewenstein suggests that people prefer to think about such positive experiences as if 
they belonged to the future. According to Loewenstein’s theory, the short duration of a positive stimulus 
affects the possibility of preferring its remoteness in time. A further conclusion can be drawn from this 
condition. It is based on the observation that the duration of the impact of a future amount of money and 
the consumption of it depends on whether the receipt of the amount is certain or only likely. Receiving a 
guaranteed amount of money means that using it and enjoyment from it are stretched over time. Apart from 
the moment of receiving the money, there is a time to decide what to spend it on, the moment of purchase, 
and then the benefits from the consumption of a given good. So a positive impact is not just for a short time 
when you receive an amount of money. Especially in the case of a large amount, the receipt of which means 
the possibility of using it for a long time. For example, the receipt of US$10,000 does not produce a short-
term utility when the amount is received, but is related to the utility of many different purchases over a 
longer period of time. So there are no compelling reasons to postpone the moment of accepting US$10,000, 
which is only the beginning of long-term consumption. The situation is very different when the probability 
of receiving cash is <100%, and especially if it is only slightly above zero. In such a situation, it is possible 
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that the only short-lived event will be the moment of the lottery settlement, after which there will be no 
financial benefit and no impact on later utility. When the probability of winning is very low, the average 
expected duration of utility from lottery is very short. As the probability of winning decreases, the value of 
hope itself and the savoring of a possible win in relation to the economic value of the lottery increases. Thus, 
the chance of postponing the lottery increases due to the utility of anticipation. For example, receiving 
US$10,000 with a probability of 1% means that with a probability of 99% the entire utility of the event will 
end at the moment of the lottery settlement. While there is a 1% probability that utility will be more long-
lasting, the average expected duration of lottery consumption is very short. It is certainly much shorter 
than if the probability of receiving the amount was 100%. According to Loewenstein’s condition, a shorter 
consumption time means a greater chance of postponing a favorable event. Since – as shown above – the 
average expected time of consumption decreases with a decrease in the probability of receiving a monetary 
amount, the following hypothesis to be empirically verified may be presented:

H1: The expected uncertain profit is more willingly delayed than guaranteed profit of the same value.

By analogy people prefer to experience fleeting and intense negative events now, in order to have them 
“put behind” as soon as possible. Similarly as with profits, a drop in probability means a reduction in the 
time of perceived utility, in this case negative utility. The occurrence of large losses with a 100% probability 
(e.g., a certain penalty of a large amount) has a negative effect long after the penalty has been paid. Payment 
may, for example, involve incurring a debt and then paying it off over a long period of time. This will thus 
limit future consumption. Thus, the impact of a large loss causes effects that extend much beyond the 
moment of its payment. However, when the payment requirement is uncertain, it is possible that the only 
event will be the fleeting moment of the lottery’s settlement, after which there will be no financial loss 
or impact on subsequent utility. In a situation of uncertainty, the negative utility of the fear of a possible 
loss may become more significant than the expected economic value of the loss. Therefore, the following 
hypothesis will be empirically verified:

H2: The expected uncertain loss is more willingly experienced early than guaranteed loss of the same value.

4  Study
The empirical research was conducted using an experimental method, as the research tool used a 
questionnaire with questions about decisions in hypothetical situations. Two surveys were conducted 
through the CrowdFlower platform on two different groups. In the first survey, the questions referred to 
profits, and in the second survey, the questions referred to losses. In each survey there was one additional 
question with the sole purpose of checking whether the questionnaire was filled in with sufficient attention 
and understanding. Additionally, a limit of 1.5 min was introduced as the minimum time that must be spent 
on filling in, for the answers to be considered credible. The rejection criteria (time and test question) are in 
line with the proposals of Mason and Suri [2012].

4.1  Participants

The questionnaires were completed by Indian respondents due to the easy access to Indian citizens on 
the CrowFlower platform. The respondents received a small fee of US$0.1 for completing the survey. In the 
survey, respondents were choosing between hypothetical amounts of money. However – as the publications 
of other authors indicate – experiments with choices between real and hypothetical amounts yield similar 
results [Johnson and Bickel, 2002; Madden et al., 2003].

In the group of questions on profits, 60 questionnaires remained (out of 130) after the rejection of 
people who did not meet the attention criterion or the minimum time to complete. The mean age was 
M  =  32.3  years (SD  =  9.8) and 73% of the respondents were men. In the group of questions concerning 
losses, the qualitative criteria were met by 61 questionnaires (out of 122). The mean age was M = 30.5 years 
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(SD = 8.1) and 74% of the respondents were men. The analysis of the rejected questionnaires showed that 
the conclusions would not change if they were included.

4.2  Procedures

Each respondent was presented with eight experimental questions plus an attention checking question. 
In each question related to profits, the respondent was to answer whether he preferred a given amount 
of money immediately, after 3  months, or after 12  months. Respondents who answered the questions 
related to losses had to choose when to pay a given amount of money (immediately, after 3 months, or after 
12 months). This procedure, with a few possible postponements, was similar to the study by Harris [2012], 
which tested the fear of an expected event. The pattern of each profit question was always as shown in the 
following two questions:

 In the following questions you will have to choose when to experience a particular favorable event. Please read the instruc-
tions carefully and answer the questions as though they were representative of real situations.
Q1. Imagine that the tax office was wrong some time ago to your disadvantage and it will have to return to you the amount of 
US$10,000. You can receive funds now, after 3 months, or after 12 months. When do you want to receive US$10,000 ?

a) Immediately
b) After 3 months 
c) After 12 months 

Q2. Imagine that you have noticed the possible mistake of the tax office. You think they should pay you US$10,000. So you 
appeal against their earlier decisions. Your friend who is a tax advisor claims that the tax office will almost certainly agree 
with you. He estimates the probability that you will receive US$10,000 at 95%.
 The final decision of the office may still take place immediately (immediate mode), or it can be resolved after 3 months (as 
ordinary mode), or after 12 months as delayed mode. The mode does not change the size of the compensation nor the pro-
bability that you will receive it. After the decision, if it is favorable to you, the office will immediately pay you the amount of 
US$10,000.
What would you choose:

a) Immediate mode – receive US$10,000 with a probability of 95% immediately
b) Ordinary mode – receive US$10,000 with a probability of 95% after 3 months 
c) Delayed mode – receive US$10,000 with a probability of 95% after 12 months 

Each respondent answered questions Q1–Q8, in which the probability and the value of the amount varied 
as follows: 

Q1: US$10,000, 100%;
Q2: US$10,000, 95%;
Q3: US$10,000, 50%;
Q4: US$10,000, 5%;
Q5: US$200, 100%;
Q6: US$200, 95%;
Q7: US$200, 50%;
Q8: US$200, 5%.

Also, in the second survey, which referred to losses, the subjects were presented with eight experimental 
questions, and in addition a question checking the level of attention paid to the questionnaire. In each 
question, the respondent was to answer whether he preferred to pay a given amount of money now or in the 
future. The pattern of each loss question was always as shown in the following two examples:

In the following questions you will have to choose when to experience a particular unpleasant event. Please read the instruc-
tions carefully and answer the questions as though they were representative of real situations.
Q1. Imagine that you have received a letter from the court notifying that you lost a lawsuit and you will have to pay a penalty 
at the amount of US$10,000. You can pay it immediately, or after 3 months, or after 12 months. When would you like to pay 
US$10,000 ?

a) Immediately
b)  After 3 months 
c)  After 12 months 

Q2. Imagine that you were involved in a car accident and you will probably have to pay a compensation of US$10,000. 
However, your guilt is not so certain to be proved. You decide to appeal to the court. Your friend (a lawyer) believes that the 
verdict of the court will almost certainly be unfavorable and you will have to pay the compensation. He estimates the proba-
bility that you will have to pay at 95%.
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The case in court can be settled immediately (immediate mode), or it can be resolved after 3 months (as ordinary mode), or 
after 12 months as delayed mode. The mode does not change the size of the compensation nor the probability that you will 
have to pay.
What would you choose:

a) Immediate mode – pay US$10,000 with a probability of 95% immediately
b) Ordinary mode – pay US$10,000 with a probability of 95% after 3 months 
c) Delayed mode – pay US$10,000 with a probability of 95% after 12 months 

Each respondent answered questions Q1–Q8, in which the probability and the amount of losses varied as 
follows:

Q1: US$10,000, 100%;
Q2: US$10,000, 95%;
Q3: US$10,000, 50%;
Q4: US$10,000, 5%;
Q5: US$200, 100%;
Q6: US$200, 95%;
Q7: US$200, 50%;
Q8: US$200, 5%.

4.3  Measures

In the part concerning profits, the independent variable directly related to the H1 hypothesis was the 
probability of receiving a monetary reward. Depending on the question, the probability was 100%, 95%, 
50%, and 5%. The study was conducted for a profit of US$200 and US$10,000. The respondents could 
choose to receive the given amount immediately, in 3 months, or in 12 months. The dependent variable 
was the frequency of choosing the answer “immediately”. A choice other than “immediately” means a 
willingness to postpone a given amount. According to the H1 hypothesis, increasing uncertainty should 
reduce the frequency of “immediately” responses.

In the part of the study relating to losses, the independent variable related to hypothesis H2 was the 
probability of the need to pay a given amount of money. Depending on the question, the probability of 
loss was 100%, 95%, 50%, and 5%. The study was conducted for losses of US$200 and US$10,000. 
The respondents could choose the time of payment of a given amount: immediately, in 3 months, or in 
12 months. The dependent variable was the frequency of choosing the answer “immediately”. Choosing 
“immediately” indicated willingness to experience the adverse event as quickly as possible. According to 
the H2 hypothesis, an increase in uncertainty should increase the frequency of the response “immediately”, 
and thus increase the occurrence of the negative discount rate.

5  Results
5.1  Impact of uncertainty on profit deferral

To investigate whether the uncertainty affects the willingness to defer the profit, a statistical analysis was 
performed using the Friedman test. Separate tests were conducted for two experimental conditions: a profit 
of US$200 and of US$10,000. The results of the percentage of responses for the US$200 profit condition are 
presented in Table 1. In the case of a smaller amount, the test showed no statistically significant differences 
between the responses “Immediately,” “after 3 months,” and “after 12 months” (χ2(3) = 3.08; P = 0.379). 
This means that for US$200, there was no demonstrated impact of probability on the preferred time of the 
positive event. Therefore the results did not support hypothesis H1.

Next, the effect of uncertainty level was examined when the potential profit was US$10,000. The results 
of the percentage share of responses are presented in Table 2. Friedman’s test in this case turned out to be 
statistically significant, so the probability of profit influenced the willingness to postpone it (χ2(3) = 11.59; 
P  =  0.009). The less likely the profit was, the more readily it was deferred. With a 100% probability of 
receiving US$10,000, 88.3% of the respondents chose the answer “immediately,” while for the probability 
of 50% and 5%, it was 71.7% of the respondents. The results supported the hypothesis H1.
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5.2  Impact of uncertainty on loss deferral

To verify whether the uncertainty affects the willingness to postpone the loss, an analogous analysis was 
performed as in the case of profits. The results of the responses are shown in Tables 3 and 4, in percentage 
values. Again, the loss of US$200 and the loss of US$10,000 were analyzed separately. For the amount of 
US$200, the Friedman test showed no statistically significant differences in the preferred payment date 
depending on the probability (χ2(3) = 1.82; p = 0.611). Therefore the results did not support hypothesis H2. It 
is worth emphasizing the very high share of the “immediately” answer – for the probability of 100%, 95%, 
and 5%, it was the most frequently chosen answer.

Finally, a situation in which the loss amount was US$10,000 was considered. The results of the responses 
are presented in Table 4 in percentage values. According to the Friedman test results, the influence of the 
uncertainty level on the willingness to defer the payment could be ascertained (χ2(3) = 11.55; p = 0.009). The 
less likely the loss, the more often the answer “immediately” was chosen. The respondents significantly 
more often preferred immediate payment when the loss was 5% than when its probability was 100%. The 
results supported hypothesis H2.

Table 1. The response percentage for the US$200 profit condition and its various probabilities

Immediately (%) 3 months (%) 12 months (%)

Profit US$200, probability 100% 83.3 10.0 6.7

Profit US$200, probability 95% 81.7 15.0 3.3

Profit US$200, probability 50% 73.3 23.3 3.3

Profit US$200, probability 5% 75.0 18.3 6.7

Table 2. The response percentage for the US$10,000 profit condition and its various probabilities

Immediately (%) 3 months (%) 12 months (%)

Profit US$10,000, probability 100% 88.3 8.3 3.3

Profit US$10,000, probability 95% 85.0 13.3 1.7

Profit US$10,000, probability 50% 71.7 26.7 1.7

Profit US$10,000, probability 5% 71.7 18.3 10.0

Table 3. The response percentage for the US$200 loss condition and its various probabilities

Immediately (%) 3 months (%) 12 months (%)

Loss US$200, probability 100% 47.5 16.4 36.1

Loss US$200, probability 95% 45.9 24.6 29.5

Loss US$200, probability 50% 32.8 39.3 27.9

Loss US$200, probability 5% 50.8 13.1 36.1

Table 4. The response percentage for the US$10,000 loss condition and its various probabilities

Immediately (%) 3 months (%) 12 months (%)

Loss US$10,000, probability 100% 13.1 14.8 72.1

Loss US$10,000, probability 95% 16.4 23.0 60.7

Loss US$10,000, probability 50% 18.0 32.8 49.2

Loss US$10,000, probability 5% 29.5 16.4 54.1
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6  Discussion
The research confirmed the hypotheses that the expected uncertain profit is more likely to be delayed than 
the certain profit and that the expected uncertain loss is more willingly experienced early than a certain 
loss. The relationship was positively verified but only for large amounts (US$10,000) and not for small 
amounts (US$200). Due to the introduction of uncertainty, large losses are more likely to be experienced 
right away, while in the case of large profits, some respondents began to postpone them due to uncertainty. 
In both cases, this means an increased chance of a negative discount rate due to uncertainty.

The results of the study can be interpreted as the effect of the difference between the opposite 
motivations: economic and emotional (Loewenstein’s anticipation). As the probability of suffering a large 
loss decreases, the economic incentive to postpone an adverse event decreases. For low probabilities, 
there is less economic incentive to postpone the loss, but people still feel anxious about the possibility of 
incurring it. Therefore, the negative emotional effect related to fear and waiting for a resolution, in the case 
of low probabilities, begins to prevail for some part of the respondents and encourages them to experience 
the unfavorable event immediately. Similarly, in the case of profits, as the probability decreases, the impact 
of the economic effect decreases in comparison with emotional effect. For low probabilities, the excitement 
of a possible win outweighs the real economic value of the lottery. 

Previous studies [e.g., Keren and Roelofsma, 1995; Vanderveldt et al., 2015] have shown that uncertainty 
causes reduction in the discount rate for expected profits in intertemporal choices. The results of our study 
are consistent with these conclusions and broaden the knowledge of the occurrence of negative discount 
rates and the loss condition. Earlier, thematically similar studies did not deal directly with the relationship 
between uncertainty and negative discounting. For example, the research conducted by Chew and Ho 
[1994] indicated the existence of the phenomenon of hope leading to the desire to postpone the resolution 
of a positive lottery and the phenomenon of fear leading to the desire to experience the resolution a negative 
lottery early. However, these studies concerned the very resolution of uncertainty, and not the moment of 
receipt/payment of a given amount. The moment of receipt/payment was constant in the future. So, the 
desire to resolve the uncertainty about the loss earlier was not the same as the desire to experience the 
lottery, followed immediately by the possible loss, as it was in our study. In addition, the choices in the Chew 
and Ho study did differ in terms of probabilities, but none concerned the guaranteed amounts (with a 100% 
probability). Similarly, the respondents forming part of the studies by Lovallo and Kahneman [2000] and 
Palenik [2014] indicated their willingness to make sooner lotteries with losses. In these studies, however, 
apart from the general reluctance to postpone lotteries with a negative expected value, it is difficult to 
conclude about the impact of uncertainty itself on the occurrence of a negative discount rate. It resulted 
from the research methodology in which the expected value was constant, so apart from the probabilities, 
the values of losses/gains also changed. Also, in these studies, there were no guaranteed sums of money. 
Additionally, both studies were conducted using a rarely employed rating method [Frederick et al., 2002]. 
Most of the above reservations can also be applied to the research carried out by Sagristano et al. [2002], 
in which lotteries with a low probability of winning were rated higher when they were to take place in 
2 months than on the same day.

In our study, the negative discount rate increased its frequency due to the uncertainty for large gains 
and losses, but the effect was not visible for small amounts. How can the above results be explained by the 
Loewenstein model? The model indicates that a negative discount rate will be more likely when a given 
phenomenon is more fleeting (short-lived). It can be assumed that for small amounts it does not matter 
whether the amount is certain or unlikely – its impact on satisfaction will be quite short-lived. However, 
for large values, as justified in deriving H1 and H2, the average profit/loss effect will be more fleeting for 
unlikely amounts than for certain amounts. The noticeable impact of uncertainty for large amounts, but 
not small amounts, is consistent with the so-called “reverse magnitude effect” for uncertain amounts. This 
effect indicates that the impact of uncertainty on the valuation of a given lottery is greater for large amounts 
than for small amounts [e.g., Ostaszewski and Karzel, 2007]. When it comes to a large amount, a very 
important element of information for the assessment of an event is whether it is a certain amount or only 
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a probable amount with a probability of, for example, 10%. However, for small amounts, the probability is 
not so important – whether the amount is certain or unlikely still remains insignificant.

The tendency to prefer a large uncertain loss earlier may result from the phenomenon of hedonic 
adaptation, which reduces the impact of negative events. According to Frederick and Loewenstein [1999], 
hedonic adjustment may require “taking the hit” – recognition, admission, and confrontation with loss. 
As the authors point out, confirmation of the death of a long-missing person positively influences the 
family and relatives’ adaptation to the situation. To say that there is 100% probability that something bad 
happened is better than a 99% probability is counterintuitive. However, a little hope worsens the possibility 
of returning to a normal level of satisfaction with life. Similarly, those surveyed by Wiggins et al. [1992], 
who were informed of an adverse medical diagnosis, felt better than those who obtained an inconclusive 
result. Frederick and Loewenstein [1999] also cite cases in which the hope of parole causes worse feelings 
in prisoners who are sentenced to life imprisonment compared to those without the possibility of parole. 
Therefore, the resolution and experience of a negative random event can be preferred earlier in time so as 
to avoid unwanted uncertainty.

In the case of a loss of US$200, a high percentage of people (47.5% for a loss scenario with a probability 
of 100%) chose the option “ immediately”. These results are consistent with the discovery by Hardisty et al. 
[2013] of a negative discount rate for small losses, as opposed to large losses, where the positive discount 
rate was definitely dominant. However, the research by these authors did not deal with the case of uncertain 
amounts. Our study confirmed with another methodology – demonstrated earlier – the phenomenon of a 
frequent negative discount rate for small losses and an increase in the discount rate (toward the positive 
side) along with the increasing amount of loss.

According to Loewenstein’s model, the anticipation effect is most pronounced in the short term. Our 
research results for a 5% loss probability agree with this claim. The distribution of preferences was bimodal, 
that is, the delay by 3 months was the least preferred. In the case of a short delay, some people prefer to “get 
it over with,” which is in line with the cognitive load reduction preference [Hardisty et al., 2013]. However, 
other respondents would prefer to postpone a potential loss as far as possible, because they will not think 
about it at all anyway. Such a distribution is consistent with the results of Harris [2012], who investigated 
the willingness to postpone unpleasant events. It turned out that people most often wanted to experience 
either immediately or as late as possible (in 5 years) short-term aversive experiences, such as splashing a 
glass of water on oneself or a bee bite.

The results showing the anticipation effect under the influence of uncertainty have interesting practical 
applications. For example, when a person suspected of a very significant crime begins to use a tactic of 
slowing down the proceedings as much as possible, the proper counter-practice of investigators may be to 
show the suspect that his defeat in court is not obvious. When the offender is convinced of this, he should be 
much more likely to speed up the resolution of the case. Indeed, one of the investigative techniques aimed 
at obtaining a confession from a suspect is justifying his actions [Tokarz, 2006, p. 372]. In the eyes of the 
real perpetrator, such justification should reduce the size of the expected penalty and/or the probability of 
its inevitability, and thus increase the willingness to resolve the case earlier. It is also common to postpone 
difficult but inevitable events, such as meeting an unpleasant person to carry out a task. It is worth realizing 
then that meeting this person may not be unpleasant, because maybe he will be in a good mood or will 
not have time to be rude. This way of thinking will reduce the subjective probability of a negative event 
significantly <100%. Consequently, such a meeting will be more likely to be scheduled sooner. Probability 
manipulation can therefore be used in the fight against the tendency to put off difficult matters. The results 
of the study also suggest the means to communicate future negative, uncertain events so that they are as less 
severe as possible. Based on the results, it can be concluded that the time between the information about 
the potential threat and the resolution of the uncertainty should be as short as possible, so that the negative 
impact is as small as possible. For example, when a company has to lay off a small part of the workforce, it 
should provide this information preferably immediately, with the list of people to be dismissed. In the case 
of the announcement of restructuring itself, the fear of layoffs may adversely affect all employees while 
waiting for final decisions.
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The limitation of the study was that only the periods of 3  months and 12  months have been taken 
into account. In the future, it is worth examining the phenomenon of negative discounting caused by 
uncertainty for both shorter (several hours, days, weeks) and very long periods (e.g., 5 years and 10 years). 
Future research could also more accurately define time delays where a negative discount rate most often 
occurs. In the future, it is also worth examining the values of probabilities for which the anticipation effect 
is the strongest. Most likely, these are low probabilities that people tend to overstate. However, examining 
for extremely low probabilities is also necessary, as they are usually completely ignored by people [Slovic 
et al., 1982]. 

7  Conclusions
The above studies tested hypotheses based on Loewenstein’s [1987] anticipation theory, describing savoring 
a future positive event and fearing a future, emotionally strong, negative event. They showed that the 
expected large, uncertain profit will be more likely to be deferred over time than a certain profit of the same 
value. On the other hand, the expected large, uncertain loss will be more willingly experienced earlier than 
a certain loss of equal value. In both cases, this means an increase in the frequency of negative discounting 
due to increased uncertainty. These results are consistent with the current knowledge about the impact 
of uncertainty on the reduction of the discount rate in the context of expected profits. However, the study 
additionally extends these conclusions to include the situation of expected losses and the area of negative 
discounting, which are the original results.

The research results supplement Lowenstein’s theory of anticipation with uncertain events. Based on 
Loewenstein’s theory, it is known that a negative discounting most often occurs in the case of intense and 
fleeting events. The amount of the potential reward/penalty is related to the intensity, while the probability 
is related to the average expected duration of the reward (penalty). High awards and penalties evoke 
strong emotions, while a low probability of an event means that, apart from a fleeting lottery, most likely 
no consequences will occur. Therefore, large, low-probability rewards will be relatively willingly deferred, 
while large low-probability penalties will be more often preferred earlier compared to certain events. In 
general, negative discounting will occur in human choices most often for large amounts with low probability. 
The results of the study show that the assumption of a positive discount rate should not be generalized to 
every situation. It should be emphasized that the research did not deal with postponing consumption, 
which would be a normal saving situation, but with postponing the receipt of money itself, which would be 
difficult to justify with classical economic theories. These behaviors can, however, be explained in terms of 
behavioral economics.

The phenomenon of negative discounting is still scarcely studied. However, it may be helpful in 
explaining the negative interest rates that have emerged in some economies in recent years. This is because 
interest rates and discounting rates in intertemporal choices are related. A correlation between both 
variables was shown by Wang et al. [2016]. Moreover, according to some schools of economics (classical 
economics, Austrian school), the strength of time preference measured by the discount rate influences 
people’s behavior (saving, investing) affecting market interest rates. Therefore, research on negative 
discounting may have practical applications in economic policy in the future.
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Abstract:
Objective: The aim of the paper is to establish the relationship between the customer capital and the 
company’s market value (MV). Examining this impact seems justified as the topic has been rarely 
investigated till now.
Methods: The regression analysis  was used to achieve the research objective. We analyzed reports 
of 100 U.S. stock market leaders for 2018, which were prepared in accordance with the requirements of 
International Financial Reporting Standard 3 «Business Combinations» and included information about 
customer capital.
Findings: The hypothesis that the customer capital has a direct impact on the company’s MV is confirmed 
by the results of this study. 
Practical implication: The proposed regression model (Model 3) can be used for needs of value-based 
management.
Originality/value: Customer capital as a tool of value-based management is a poorly studied topic in the 
context of understanding the importance of the role of intangibles in creating value for company.
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1  Introduction
The difference between the market and book value of the company is largely due to its intellectual capital, 
usually grouped into three components–human, structural, and customer capital. Today, the issue of the 
impact of components of intellectual capital on the company’s market value (MV) remains unresolved, 
which emphasizes the importance of this work.

In the effective value-based management of intellectual capital and its components for many 
companies, the main problem is the absence of opportunity for reporting information about intangible 
assets that would form a transparent analytical base for building current trends. In turn, the company’s 
reporting, compiled in accordance with the requirements of international financial standards, provides 
an informational basis for the analysis of various types of intangible assets and allows determining the 
relationship between different indicators.
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The importance of empirical studies on the impact of customer capital on the company’s MV increases 
with the need to identify intangible reserves to build more effective management. Using econometric 
models built on the basis of available statistical data allows managers to establish the fact of presence and 
the level of dependence between various economic phenomena in the form of corresponding mathematical 
equations. Such an analytical assessment of data focuses on specialists on established trends in the past, 
making it possible to create a transparent resource management policy based on relevant forecasts.

The main motivation of this paper to prove the correlation between the customer capital and the 
company’s MV. The result of studying the impact of customer capital on the MV should be an equation 
that allows you to understand how much the company’s MV will change if the customer capital changes. 
Previous findings regarding the definition of the reflection features of intangible assets that characterize 
customer capital (IAcust) in the reporting allow us to confirm the vagueness and «fuzziness» of such data, 
which entails the need to highlight not one but several factors that contain information about customer 
relationships and are reflected in the reports. If there are a lot of factors, then we get correspondingly as 
many parameters (coefficients), with the help of which we can predict the company’s MV.

Regression analysis requires a fairly large amount of calculations and verification of a number of 
hypotheses, but with the advent of appropriate software which simplifies the work of the analyst, free 
versions of such products can be used. In this study, we use such cross-platform software package as a Gretl: 
Gnu Regression, Econometrics and Time-series Library («GRETL»), designed for econometric modeling 
based on statistical data.

2   Literature review
Knowing that customer capital is a component of intellectual capital, we have the opportunity to express 
how the problem of the impact of intellectual capital on various spheres of company activity is being 
revealed. The impact of intellectual capital on business organization includes such spheres as innovation, 
competitive advantage, research and development, business performance, value creation, organizational 
strategy, and competence and capability [Abdulaali, 2018].

There are researchers whose works are dedicated to the problem of establishing the impact of intangibles 
on the company’s MV, in particular, factors such as intellectual capital [Chen et al, 2005; Tseng and Goo, 
2005; Maditinos et al, 2011; Khangah et al, 2012; Berzkalne and Zelgalve, 2014; Bchini, 2015; Nimtrakoon, 
2015; Nuryaman, 2015; Sardo and Serrasqueiro, 2017; Ahmed et al, 2019; Forte et al, 2019; Mačerinskienė 
and Survilaitė, 2019], intangible assets [Shahman, 2004; Volkov and Garanina, 2008; Behname et al, 2012; 
Ramirez and Hachiya, 2012; Shih, 2013; Castro, 2014; Jaara and Elkotayni, 2016; Glova and Mrazkova, 2018; 
Ocak and Findik, 2019; Vasconcelos et al, 2019], and goodwill [Chauvin and Hirschey, 1994; Shahman, 
2004; Li et al., 2010; Cole, 2012]. Only one article related directly to the main focus of our study explores 
the relationship between customer capital and the company’s MV [Taghieh et al, 2013]. These scholars 
establish the relationship between intangibles and the company’s MV using mathematical models based 
on the reporting data from companies in different countries.

The problem of measuring the components of intellectual capital is polemic and difficult [Andreeva 
and Garanina, 2015]. The understanding that customer capital is the one component of intellectual capital 
in accounting is known as intangible assets leads us to the fact that researchers who devoted their works 
to the impact of intangible assets on the company’s value could also study issues with the similar effect of 
customer capital (Table 1).

According to Chen et al. [2005] the advertising expenditure doesn’t have a significant impact on MV. In 
support of along this line of thought, Sardo and Serrasqueiro [2017] reject the hypothesis that the relational 
capital has a positive effect on firms’ MV. But the results in most articles (Table 1) show that the impact of 
customer (relational) capital on the company’s MV is significant. Tseng and Goo [2005] propose eight useful 
value-creating paths, one of which is effectively managing the effect of relationship capital on enhancing 
corporate value. According to the results of Taghieh et al. [2013], relational capital has a significant and 
positive effect on financial performance and firm value. The authors conclude that customer capital, which 
is considered as a bridge or catalyst in intellectual capital activities, is the dominant and determining 
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Table 1. Examples of articles on the impact of customer capital on company’s MV

Year of 
 publication

Author/ 
Authors

Findings/results

Regarding all  
intangible assets

Regarding customer (relational,  
relationship) capital

2005 M.C. Chen, S.J. Cheng,  
and Y. Hwang

The firms’ intellectual capital has a 
positive impact on MV and financial 
performance, and may be an indicator 
for future financial performance

The object–advertising expenditure.
The authors suggested that 
companies with greater advertising 
expenditure tend to have higher 
market-to-book value ratios, 
but according to the results of 
correlation analysis it was found 
that the coefficient on advertising 
expenditure is not significant

2005 C.-Y. Tseng and Y.-J.J. Goo The results generally support the 
hypothesis regarding the relationship 
between intellectual capital and 
corporate value

The object–relationship capital.
The findings of this study suggest 
that relationship capital directly 
influence corporate value

2013 M.B. Taghieh, S. Taghieh, 
and Z. Poorzamani

It can be concluded that customer 
capital, which is considered as bridge or 
catalyst in intellectual capital activities, 
is the dominant and determining factor 
to change intellectual capital to the MV, 
accordingly, the company’s business 
performance

The object–relational capital.
Based on the results of testing 
hypotheses, relational capital has 
significant and positive effect on firm 
value

2015 B. Bchini Based on the survey data in Tunisia, 
the authors find that the link between 
intellectual capital and value creation 
is linear and positive in manufacturing 
companies

The object–relational capital.
The results of these regressions 
are presented that the relationship 
between relational capital and 
value creation in the Tunisian 
manufacturing companies is 
statistically significant

2017 F. Sardo and Z. Serrasqueiro Concerning firms’ MV, the current study 
shows that human capital and structural 
capital have higher contribution to 
firm’s MV. Therefore, human capital 
can be seen as the main driver of firms’ 
future growth and innovativeness

The object–relational (or customer) 
capital.
As a result of the regression analysis, 
it was found that the hypothesis that 
relational capital has a positive effect 
on firms’ MV was rejected

2018 I. Yilmaz and G. Acar Amongst the components of multiple 
factors model, the most influential 
explanatory variable was capital 
employed, then comes human capital, 
and relational capital. Structural capital 
has the lowest effect on explaining both 
company’s value and performance

The object–relational capital.
The relational capital has positive 
and significant effect on M/B ratio

M/B, market to book; MV, market value.

factor to change intellectual capital to the MV, accordingly, the company’s business performance. Based on 
the survey data in Tunisia, Bchini [2015] finds that the link between relational capital and value creation 
is linear and positive in manufacturing companies. The analysis of Yilmaz and Acar [2018] reveals that 
relational capital efficiency (RCVA) has a significant positive impact on the market to book (M/B) ratio, 
which is used for evaluating the MV of companies. Supposedly, the authors’ conclusions differ because of 
the selected data were taken from different countries’ reporting.

In this study, research and development (R&D) costs (expenses, expenditures) are also considered 
as a factor that includes information about customer capital and the level of investment in customer 
relationships. There are articles devoted to the impact of R&D costs on the company’s MV [Chen et al, 2005; 
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Lantz and Sahut, 2005; Duqi and Torluccio, 2011; Ramirez and Hachiya, 2012; Glova and Mrazkova, 2018; 
Pazarzi and Sorros, 2018].

From the result of the literature review, we find only one work in which the problem of the impact of 
customer (relational) capital on the company’s MV is investigated [Taghieh et al, 2013]. Therefore, such 
empirical research becomes necessary for the development of a direction for studying the importance of 
managing this type of capital.

3  Research design
3.1  Research hypotheses

The hypothesis of this study is the fact that the customer capital has a positive impact on the company’s MV. 
The conditions of such a study are not accurate because if we know the company’s MV, then such a value as 
customer capital is not provided in the companies’ reports or other sources.

3.2  Sample selection

To determine the impact of such a component of intellectual capital as customer capital on the company’s 
MV, we selected a sample for our research, which was presented by 100 U.S. stock market leaders. The 
shares of these companies are publicly traded on US exchanges, in particular on the New York Stock 
Exchange (NYSE) and on the National Association of Securities Dealers Automated Quotations (NASDAQ). 
The information about the companies of this sample of and different values of companies’ reporting data 
were taken from the website of «Stock Analysis on Net» [Stock Analysis on Net: 100 U.S. Stock Market 
Leaders]. The list of these companies is constantly being updated, so it should be noted that for this study, 
a list was taken that was relevant as of January 10, 2020 (see Appendix 1). To clarify the information (for 
example, to calculate the residual value of the intangible assets), we additionally used the financial 
statements from the official websites of companies (mainly the annual report—Form 10-K) and data from 
other sites that are positioned as providers of financial information [Yahoo Finance; The Wall Street 
Journal; MarketWatch]. The analyzed reports were compiled in accordance with the requirements of IFRS 
3 «Business Combinations» and included information about customer capital. To describe the company’s 
customer capital, we combined «Customer-related intangible assets» (customer lists, customer relations, 
etc.) and partially «Marketing-related intangible assets» (only trademarks, brands).

3.3  Variable definition

Problems arise at the stage of understanding the limited information support of customer capital management 
for the needs of value-based management: the main source of information—the accounting system—does 
not give a clear answer regarding the amount of company’s customer capital. Understanding that the data 
on customer capital is limited to information about intangible assets that directly characterize relations 
with customers gives an impetus to identifying new sources of information support. The informational 
basis for analyzing customer capital of is formed by the corresponding intangible assets, which are divided 
into those that are directly related to customers and those related to marketing, anyway, we conclude that 
this does not reflect the real value of customer capital and does not form its general vision. This «fuzziness» 
of the reported customer capital data suggests that they can be hidden in other lines of reporting.

At first, we combine intangible assets related to customers (customer lists, customer base, order or 
production backlog, etc.) and related to marketing (trademarks, trade names, brands) in one group—IAcust. 
It is these intangible assets are the object of this study.

The first variant of the regression model—simple linear regression—consists of the dependent variable 
(company’s MV) and the independent variable (IAcust).

The second variant of the regression model includes more independent variables. In addition to IAcust, 
this variant includes factors such as other intangible assets, GW, and R&D costs. In authors’ opinion, the 
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proposed factors are added to the model, because they include information about customer capital with a 
high degree of probability.

First, based on the assumption of the separation of the customer capital into information, reputational, 
contractual, and personal components, there is a high probability that data on other intangible assets 
include information about customer capital. For example, the information component of customer capital, 
which includes  Customer relationship management systems, the customer base, is at the intersection with 
organizational capital, which makes it possible to disperse data on customer capital within other intangible 
assets.

Second, GW information may obscure information that characterizes the company’s customer capital. 
This is because GW absorbs data on assets that do not meet the recognition criteria for identifiable intangible 
assets. For example, the business reputation and prestige are directly dependent on the level of customer 
loyalty, and therefore the relations between the company and its customers will be displayed on the amount 
of GW. Historically, customer capital has been known as «goodwill»: the propensity of clients to repeat, 
strengthen, and sustain relationships with an organization [Roberts, 2007]. In historical development 
one of the first approaches to the understanding of the appearance of GW was purely customer capital 
concept of GW [Van der Merwe, 1996]. None of the components of GW that give rise to the excess earnings 
(future intangible value, synergies, reputation, assemblage, and workforce) are closely related to customer 
relationships. Alternatively, customer relationships are a derivative of the components of GW [Prall, 2019].

Third, the amount of expenses incurred in organizing and conducting special studies related to 
customer capital is not displayed as the corresponding intangible assets, therefore R&Dcosts may contain 
information about the customer capital and the company’s policy regarding the amount of investment 
expenses in improving the strategy of cooperation with customers. As a proof, Hulten and Hao [2008] 
noted that in order for value added to turn into an intangible asset (brand), it is necessary to invest in the 
development of a product (or service).

The third variant of the regression model—multilinear regression—consists of a dependent variable 
(MV) and seven independent variables: IAcust, other intangible assets, GW, R&Dcosts, the company’s size 
by its total assets (TA), the intensity of research and development (Int), and financial leverage (FinLev). We 
supplemented this model with three independent variables that are used to control for industry and other 
specific features of the company.

3.4  Model

We want to examine the relationships between the company’s MV and customer capital using single 
and multiple regression models. The ordinary least squares method is used to test the hypothesis in this 
study. This method allows us to establish regularities on the basis of random fluctuations and to build 
forecasts based on the obtained results. To establish the level of probability of explaining the dependent 
variable through independent variables, we use the coefficient of determination (R2). All variants of the 
regression model are checked for adequacy to sample data (F-test) and the absence of multicollinearity of 
the independent variables (correlation matrix, coefficients of determination).

4  Empirical results
We hypothesize that customer capital has a direct impact on the company’s MV. Following this we test the 
relation between customer capital and the company’s MV using three variants of the regression model 
(Table 2). The models are the same in the part of the dependent variable, which is represented by the MV, 
and differ in the number of independent variables.

IAcust are calculated as the sum of such intangibles as brands (brand assets), customer base, 
customer contracts, customer lists, customer programs, customer relationships, customer-related 
assets, costs incurred to obtain contracts with customers, loyalty card holders, order backlog, 
purchasing and payer contracts, trademarks, and trade names. Other intangible assets are calculated 
as the total intangible assets, minus the total IAcust. GW, research and development costs and TA are 
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taken from annual report (Form 10-K) of analyzed companies. The level of companies’ research and 
development intensity is determined according to results of work of Galindo-Rueda and Verger [2016], 
who proposed the classification of R&D intensity by industry. FinLev is calculated by dividing the total 
liabilities by the shareholder equity of the analyzed company.

The first variant of the regression model (Model 1)—simple linear regression—consists of the dependent 
variable (MV) and the independent variable (IAcust). This model is built by using the cross-platform 
software package «GRETL», and follows the regression Equation (1.1) stated as follows:

ŷ = 135010 + 1.46x1,  (1.1)
where y—MV (market value);
x1—IAcust (intangible assets that characterize customer capital).
The failure of Model 1 is caused by a low coefficient of determination (R2) of value 0.0045. The closer 

coefficient of determination (R2) is to 1, the more real the results of using the model will be.
This ratio shows what part of the dependent variable is explained by regressors. The determination 

coefficient varies in the range of [0, 1] and should be >0.2 [Mačerinskienė and Survilaitė, 2019].
It is inadvisable to use the regression equation of Model 1 for predicting the company’s MV due to the 

lack of links between it and its customer capital. According to the results of the analysis, using a simple 
linear regression with one factor based on the reporting data of 100 U.S. stock market leaders for 2018, 
we came to the conclusion that the intangible assets characterizing the customer capital do not affect the 
company’s MV. The problem of the lack of links between these measures can lay in the issue that IAcust 
does not demonstrate the real size of customer capital.

According to Yilmaz and Acar [2018], the models with multi-factor components present better results in 
understanding MV. Therefore, the inappropriateness of Model 1 leads to the need to expand the number of 
factors characterizing customer capital, which hypothetically can make the model more correct for practical 
users. Though we know the number of companies that don’t have IAcust in their reports, we have to take 
into account that the absence of such reporting data in 35 out of 100 companies does not prove their actual 
absence. Thus, due to the failure of the single-factor model, we will use regression analysis with other 
factors that can characterize the customer capital of the company.

In the second variant of the regression model (Model 2) we use the company’s MV as a dependent 
variable, and as independent variables we use IAcust, other intangible assets, GW, and R&D costs.

This model, built using the cross-platform software package «GRETL», follows the regression 
Equation (1.2):

ŷ = 65729.5 + 0.71x1 + 0.42x2 + 0.11x3 + 26.79x4 (1.2)

Table 2. The variants of regression models of the impact of customer capital on company’s MV

Model 1 Model 2 Model 3

Dependent variable

MV

Independent variable Independent variables Independent variables

IAcust Intangible assets that 
characterize customer 
capital

IAcust Intangible assets that 
characterize customer capital

IAcust Intangible assets that 
characterize customer 
capital

IAother Other intangible assets IAother Other intangible assets

GW Goodwill GW Goodwill

RD Research and development  
costs

RD Research and 
development costs

TA Total assets 

Int Research and 
development intensity

FinLev Financial leverage

MV, market value.
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where y—MV (market value);
x1—IAcust (intangible assets that characterize customer capital);
х2—IAother (other intangible assets);
х3—GW (goodwill);
х4—RD (R&D costs).
According to the t-test results, the constant (const) and the R&D costs (RD, x4) are recognized as the 

most significant in the presented regression equation.
Table 3 shows the statistical characteristics of the sample.
Table 3 shows summary statistics for all variables of the analyzed regression model (Model 2), which 

generally inform about the values from the sample (e.g., minimal, average (mean), and maximum value for 
each variable). It should be noted that for all independent variables the minimum value is 0, which means 
in the sample of companies there are companies that do not have reporting data for the selected factors that 
characterize the customer capital.

In support of the practicability of Model 2, we note that the coefficient of determination (R2) of that 
model is 0.4, which is higher than in Model 1 (R2 = 0.0045). This makes it possible to use this equation to 
predict the company’s MV with a probability of 40%.

The presented regression (Model 2) of 40% explains the changes in the company’s MV (MV, y). The 
remaining 60% of the changes in the MV are due to other factors that are not included in the presented 
equation as independent variables.

According to the results of F-test (Fisher test), the proposed regression model (Model 2) is recognized as 
adequate to sample data, because the comparing (using the cross-platform software package «GRETL») of 
the observed value of F [4, 95] with the critical value of F [4, 95] shows that Fobserved is higher than Fcritical (Fcritical 
(2.47)<Fobserved (15.76) with a probability of error of 0.05, which confirms the basic requirement of this test.

One of the requirements of multiple regression is the lack of highly correlated independent variables. 
First, we demonstrate the correlation coefficients for the independent variables of Model 2 (Table 4).

The correlation coefficient between GW and IAcust is 0.65, which is the most significant correlation 
between independent variables in Model 2.

Next, we will construct a correlation matrix to establish the level of the collinearity of the independent 
variables of Model 2 (Figure 1).

The data from Table 4 and Figure 1 suggest the absence of multicollinearity of the variables of Model 2, 
due to the lack of correlation coefficients with a value >0.7. There is one negative correlation between GW/
IAother, which means that increasing one variable (GW) will decrease another (other intangible assets).

For another variant of testing for multicollinearity, we estimate the regression models, where x1, x2, x3, 
and x4 will be dependent variables, and all other factors will be independent variables. Thus we find the 
coefficients of determination of variables (Table 5).

According to the data of Table 5 the multicollinearity for the selected variables is rejected because all 
values are <0.7.

The proposed regression equation of Model 2 can be used by managers to predict the company’s MV 
with a probability of 40%. Verification by various tests shows that model is adequate to sample data (F-test) 
and the multicollinearity for the independent variables is rejected (correlation matrix, coefficients of 
determination).

Table 3. Summary statistics, using the observations 1–100 (Model 2)

Variable Mean Median Standard deviation Min Max

MV 1,40,107 92,998 1.65e + 0.05 26,262 9,56,625

IAcust 3,481 432 7,537 0 45,358

IAother 8,461 1,367 20,395 0 1,38,005

GW 17,092 8,801 21,745 0 1,46,370

RD 2,480 915 3,858 0 21,419

GW, goodwill; IAcust, intangible assets that characterize customer capital; MV, market value; RD, research and development.
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Understanding that about 60% of changes in MV are due to other factors that are not included in 
the presented equation (Model 2) as independent variables, we expand the number or the independent 
variables to increase the probability of predicting MV.

In the third variant of the regression model (Model 3) we use the company’s MV as a dependent variable 
while IAcust, other intangible assets (IAother), GW, R&D costs (RD), the company’s size by its TA, the Int, 
and FinLev as independent variables.

Now add to Model 2 such independent variables as the company’s size, the Int, and FinLev, which are 
used to control the industry and other specific features of the company. We assume that the added factors 
have a significant effect on the company’s MV .

In particular, the size of the company is a very important indicator that directly affects the MV of the 
company. The reporting makes it possible to see the size of the company as TA, but in calculations we 
use the natural logarithm of TA at the end of period to reduce the dispersion of data and simplify their 
processing.

Table 4. Correlation coefficients for independent variables of Model 2 using the observations 1–100

IAcust IAother GW RD Variables

1.0000 0.3239 0.6493 0.0127 IAcust

1.0000 0.6346 −0.0696 IAother

1.0000 0.0985 GW

1.0000 RD

GW, goodwill; IAcust, intangible assets that characterize customer capital; RD, research and development.
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Figure 1. Correlation matrix of Model 2. GW, goodwill; IAcust, intangible assets that characterize customer capital.
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Using the findings of the work of Galindo-Rueda and Verger [2016, p. 14], who classified companies by 
its average weighted levels of R&D costsand the specifics of the company’s activities into levels, we divide 
100 U.S. stock market leaders in accordance with this taxonomy (high, middle, or low R&D intensity). These 
authors relate the ratio of R&D intensity to value added within an industry.

FinLev is a ratio calculated by dividing the company’s total liabilities with the company’s shareholder 
equity. The information about this ratio is necessary for investors to understand the level of possible risks.

This model, built using the cross-platform software package «GRETL», follows regression 
Equation (1.3):

ŷ = –794438 + 0.24x1 – 0.9x2 – 1.45x3 + 19.55x4 + 80992.2x5 + 12414, 4x6 – 21.51x7  (1.3)
where y—MV (market value);
x1—IAcust (intangible assets that characterize customer capital);
х2—IAother (other intangible assets);
х3—GW (goodwill);
х4—RD (R&D costs);
х5—TA (logarithm of total assets);
х6—Int (research and development intensity—high, middle, or low);
х7—FinLev (financial leverage)
According to the t-test results, the constant (const), R&D costs (RD, x4) and the TA are recognized as the 

most significant in the presented regression equation.
Table 6 shows the statistical characteristics of the sample.
The difference between Model 2 and Model 3 is the addition of three control variables (TA (log), Int, 

FinLev) in Model 3. The Table 6 shows summary statistics, which generally inform about the values from 
the sample (e.g., minimal, average (mean) and maximum value for each variable).

According to the calculations in the cross-platform software package «GRETL», the coefficient of 
determination (R2) of Model 3 is 0.52, which is higher than in Model 1 (R2 = 0.0045) and higher than in Model 2 
(R2 = 0.4). This makes it possible to use this equation to predict the company’s MV with a probability of 52%.

According to the results of F-test (Fisher test), the proposed regression model (Model 3) is recognized 
as adequate to sample data, because the comparing (using the cross-platform software package «GRETL») 
the observed value of F [7, 92] with the critical value of F [7, 92] shows that Fobserved is higher than Fcritical (Fcritical 
(2.11)<Fobserved (14.09) with a probability of error of 0.05, which meets the basic requirement of this test.

Next we check the correlation coefficients of the independent variables of Model 3 (Table 7).
The correlation coefficient between GW and IAcust is 0.65, which is the most significant correlation 

between independent variables in Model 3 (similar to Model 2). The correlation matrix, which establishes 
the level of the collinearity of the independent variables of Model 3, is shown in Figure 2.

Similar to Model 2, the data from Table 7 and Figure 2 suggest the absence of multicollinearity of the 
variables of Model 3, which is due to the lack of correlation coefficients with a value >0.7. There are some 
negative correlation values which mean that increasing of one variable will decrease another (e.g., IAcust/
Int, IAother/RD, FinLev/TA).

For another variant of testing for multicollinearity, we estimate the regression models, where x1, x2, x3, 
x4, x5, x6, and x7 will be dependent variables, and all other factors will be independent variables. Thus we 
find the coefficients of determination of variables (Table 8).

According to the data of Table 8 the multicollinearity for the selected variables is rejected because all 
values are <0.7.

Table 5. Coefficients of determination

R2

IAcust 0.44

IAother 0.44

GW 0.64

RD 0.05

GW, goodwill; IAcust, intangible assets that characterize customer capital; RD, research and development.
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Table 7. Correlation coefficients for independent variables of Model 3, using the observations 1–100

IAcust IAother GW RD TA Int FinLev Variables

1.0000 0.3239 0.6493 0.0127 0.3903 -0.0998 -0.0621 IAcust

1.0000 0.6346 -0.0696 0.4128 -0.0884 -0.0571 IAother

1.0000 0.0985 0.5850 0.0021 -0.0962 GW

1.0000 0.3290 0.4661 0.0176 RD

1.0000 -0.0794 -0.1267 TA

1.0000 -0.0585 Int

1.0000 FinLev

FinLev, financial leverage; GW, goodwill; IAcust, intangible assets that characterize customer capital; Int, intensity of research 
and development; RD, research and development; TA, total assets.

Table 6. Summary statistics, using the observations 1–100 (Model 3)

Variable Mean Median Standard deviation Min Max

MV 1,40,107 92,998 1.65e+0.05 26,262 9,56,625

IAcust 3,481 432 7,537 0 45,358

IAother 8,461 1,367 20,395 0 1,38,005

GW 17,092 8,801 21,745 0 1,46,370

RD 2,480 915 3,858 0 21,419

TA (log) 10.95 10.93 0.96 8.55 13.18

Int 1.92 2.00 0.88 1.00 3.00

FinLev 14.53 1.69 85.12 −8.03 805.6

FinLev, financial leverage; GW, goodwill; IAcust, intangible assets that characterize customer capital; MV, market value; RD, 
research and development; TA, total assets.

Model 3 can be used by managers to predict the company’s MV with a probability of 52%, which is higher 
than in Model 1 and in Model 2. Verification by various tests shows that model is adequate to sample data 
(F-test) and the multicollinearity for the independent variables is rejected (correlation matrix, coefficients 
of determination).

The proposed variants of regression models prove that the customer capital as intangible assets 
characterized customer capital (the sum of «Customer-related intangible assets», and partially «Marketing-
related intangible assets») has a direct impact on the company’s MV, but the values of this impact are 
insignificant.

It should be noted that with an increase in the number of factors in the regression equation, the value 
of the impact of the customer capital on the company’s MV decreases. The regression coefficient of the 
customer capital in Model 1 equals 1.46 (1 factor), in Model 2—0.71 (4 factors), in Model 3—0.24 (7 factors). 
This coefficient describes the relationships between customer capital and the company’s MV. The positive 
sign indicates that as customer capital increases, the company’s MV also increases.

All variants of regression models include information about intangible assets that characterized 
customer capital, but not all can be recommended for practical use. We don’t recommend Model 1 as it is 
rejected for practical use because of its low value of R2 (0.0045). This statistical measure (R2) determines the 
proportion of variance in the dependent variable (company’s MV) that can be explained by the independent 
variable (customer capital). In turn, the coefficient of determination (R2) in Model 2 is 0.4, which allows 
managers to use this regression equation to predict the company’s MV with a probability of 40%. But the 
highest probability is ensured by the use of Model 3 in which the coefficient of determination is 0.52.

Various tests conducted by us show that Model 2 and Model 3 are adequate to sample data (F-test) 
and the multicollinearity (for the independent variables) is rejected (correlation matrix, coefficients of 
determination). Therefore, Model 2 and Model 3 are recommended for practical use.
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Table 8. Coefficients of determination

R2

IAcust 0.45

IAother 0.45

GW 0.68

RD 0.40

TA 0.49

Int 0.31

FinLev 0.03

FinLev, financial leverage; GW, goodwill; IAcust, intangible assets that characterize customer capital; Int, intensity of research 
and development; RD, research and development; TA, total assets.

Figure 2. Correlation matrix of Model 3. FinLev, financial leverage; GW, goodwill; IAcust, intangible assets that characterize 
customer capital; Int, intensity of research & development.

5  Conclusion
The aim of this paper was to establish the relationship between the customer capital and the company’s MV. 
The hypothesis of this study is the fact that the customer capital has a positive impact on the company’s 
MV. Similar issues were developed in previous research by other authors, in particular, the works of Chen 
et al. [2005], Tseng and Goo [2005], Taghieh et al. [2013], Bchini [2015], Sardo and Serrasqueiro [2017], and 
Yilmaz and Acar [2018]. But it is noteworthy that the authors’ conclusions are not the same in the context of 
the impact of customer (or its components) on the value of the company.

The unique aspect of the study was the establishment of the impact of customer capital on the 
company’s MV from two perspectives. The first approach provided that customer capital represented only 
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IAcust. According to the requirements of IFRS 3 «Business Combinations» we combined «Customer-related 
intangible assets» (customer lists, customer relations, etc.) and partially «Marketing-related intangible 
assets» (only trademarks, brands) that constituted the object of this approach (IAcust). In the second 
approach, the information about customer capital, in addition to the aforementioned intangible assets, 
could be dispersed to other intangible assets, GW and R&D costs.

The study demonstrates that the first approach (Model 1) is rejected for practical use, which is due to 
the low value of the coefficient of determination. In turn, the coefficient of determination in the second 
approach is higher and allows managers to use the regression equation to predict the company’s MV with a 
probability of 40% (Model 2) or 52% (Model 3).

Model 3 (as an extended version of Model 2) demonstrated a higher probability in predicting the 
company’s MV than Model 2, due to the addition of control variables such as the company’s size, the Int, 
and FinLev, which are used to control the industry and other specific features of the company.

The presented regression analysis based on the reporting data of 100 U.S. stock market leaders showed 
that intangible assets characterizing customer capital have a direct impact on the company’s MV, but the 
values of this impact are insignificant. Therefore, we recommended the impact of customer capital on the 
company’s MV analyzed using different indicators, which may include information about customer capital. 
Particular attention should be paid to R&D costs, which have a significant impact on the company’s MV 
according to the findings of the regression analysis.

This study has some limitations. One of the limitations of this study is the relevance of the research 
results can’t be applied to all companies, but only to 100 U.S. stock market leaders. These companies are 
exemplars, which leads them to maintain the most transparent information policy that provides open access 
to reports that are provided as quickly as possible, which affects their position in the stock markets. Further 
development of research in this direction may cover other samples of companies, which will reveal general 
trends and differences in results. The second limitation of this study is taking into account information 
only for 1 year (2018). Therefore, one of the possible directions for future research could be a comparison 
of results of identical regression models in dynamics (for example, for the period of 5 years), which allows 
researchers to identify trend changes in development.

The needs of value-based management require the establishment of relationships between various 
factors and the company’s MV in the form of mathematical models. A priori  the intangibles are very 
important in the process of creating value for companies. The developed models can be used as a guide 
for managers in the processes of effective management of intellectual capital and its components, which 
enables seeing links between the company’s MV and intangible value drivers.
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100 U.S. stock market leaders (the list was relevant as of January 10, 2020)

No Company No Company
1 3M Co. 51 Illinois Tool Works Inc.
2 Abbott Laboratories 52 Intel Corp.
3 AbbVie Inc. 53 International Business Machines Corp.
4 Accenture PLC 54 Intuit Inc.
5 Adobe Inc. 55 Intuitive Surgical Inc.
6 Allergan PLC 56 Johnson & Johnson
7 Alphabet Inc. 57 Kimberly-Clark Corp.
8 Altria Group Inc. 58 Kinder Morgan Inc.
9 Amazon.com Inc. 59 Kraft Heinz Co.
10 Amgen Inc. 60 Linde plc
11 Apple Inc. 61 Lockheed Martin Corp.
12 Applied Materials Inc. 62 Lowe’s Cos. Inc.
13 AT&T Inc. 63 Marriott International Inc.
14 Automatic Data Processing Inc. 64 McDonald’s Corp.
15 Becton, Dickinson & Co. 65 Medtronic PLC
16 Biogen Inc. 66 Merck & Co. Inc.
17 Boeing Co. 67 Microsoft Corp.
18 Booking Holdings Inc. 68 Mondelēz International Inc.
19 Boston Scientific Corp. 69 Netflix Inc.
20 Bristol-Myers Squibb Co. 70 Nike Inc.
21 Broadcom Inc. 71 Northrop Grumman Corp.
22 Caterpillar Inc. 72 NVIDIA Corp.
23 Charter Communications Inc. 73 Occidental Petroleum Corp.
24 Chevron Corp. 74 Oracle Corp.
25 Cisco Systems Inc. 75 PepsiCo Inc.
26 Coca-Cola Co. 76 Pfizer Inc.
27 Colgate-Palmolive Co. 77 Philip Morris International Inc.
28 Comcast Corp. 78 Phillips 66
29 ConocoPhillips 79 Procter & Gamble Co.
30 Costco Wholesale Corp. 80 Qualcomm Inc.
31 CSX Corp. 81 Raytheon Co.
32 CVS Health Corp. 82 Regeneron Pharmaceuticals Inc.
33 Danaher Corp. 83 salesforce.com Inc.
34 Delta Air Lines Inc. 84 Schlumberger Ltd.
35 DuPont de Nemours Inc. 85 Starbucks Corp.
36 Eli Lilly & Co. 86 Stryker Corp.
37 Emerson Electric Co. 87 Target Corp.
38 EOG Resources Inc. 88 Texas Instruments Inc.
39 Estée Lauder Cos. Inc. 89 Thermo Fisher Scientific Inc.
40 Exxon Mobil Corp. 90 TJX Cos. Inc.
41 Facebook Inc. 91 T-Mobile US Inc.
42 FedEx Corp. 92 Union Pacific Corp.
43 Ford Motor Co. 93 United Parcel Service Inc.
44 General Dynamics Corp. 94 United Technologies Corp.
45 General Electric Co. 95 UnitedHealth Group Inc.
46 General Mills Inc. 96 Verizon Communications Inc.
47 General Motors Co. 97 Walgreens Boots Alliance Inc.
48 Gilead Sciences Inc. 98 Walmart Inc.
49 Home Depot Inc. 99 Walt Disney Co.
50 Honeywell International Inc. 100 Zoetis Inc.
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Abstract: 
Objective: We aimed to explore the strategic thinking concept by searching for differences within the 
population of strategic thinkers to contribute to the development of the “strategic thinking” concept.
Methods applied: To answer the research questions and achieve the research aim, we implemented the 
following research methods: a systematic literature review and biographical studies.
Findings: (1) As the first stage in researching strategic thinking, the qualitative approach is recommended. 
(2) The main features of strategic thinkers are a strategic perspective and a reflective style of thinking.  
(3) Two groups of differentiating features have been identified: features concerning the content of strategic 
thinking; and features concerning the process of strategic thinking.
Originality/value: Most academic research on strategic thinkers concentrates on the common characteristics 
and similarities, while little attention has been paid to features that internally differentiate the population 
of strategic thinkers. Our main contribution to the literature is filling this knowledge gap.

Keywords: biographical method, strategic thinkers, strategic thinking, systematic literature review
JEL Classification:  D22, L2

1  Introduction
One of the research fields explored in strategic management concerns the role of individuals, along with 
their intellectual properties and ways of thinking, in the formulation and implementation of strategy, as well 
as in the strategic leadership process [Hambrick, 2007; Finkelstein et al., 2009; Adair, 2010]. The findings 
show that individuals and their strategic thinking competence have an undisputed impact on the type of 
organizational strategy, organizational relationships with the environment, and the overall performance 
[Hambrick and Mason, 1984; Olson and Simerson, 2015].

Strategic thinking is seen as an individual, open-ended, intuitive, creative, and synthetic way of 
thinking, in opposition to strategic planning, which is perceived as somewhat analytical, collective, 
detailed, and sequential [Liedtka, 1998; Graetz, 2002]. However, some approaches developed based on 
Ansoff’s [1965] and Porter’s [1980] perspectives treat strategic thinking as analytical [see, e.g., O’Shannassy, 
2006]. Some approaches combine opposite views on strategic thinking (analytical versus holistic, creative 
versus rational, continuity versus change based, and so on), emphasizing the ambidexterity of this process 
[Heracleous, 1998; Hussey, 2001; Sushil, 2012]. Finally, strategic thinking is treated as the process that 
overreaches or precedes strategic planning [Mintzberg, 1994; Heracleous, 1998].
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Studies on strategic thinking have been given considerable interest [Mintzberg, 1994; Markides, 2012], 
and many different features characterizing strategic thinkers have been proposed [e.g., Liedtka, 1998]. 
There are several studies on the common features of strategic thinkers [e.g., Simon, 1957; Kahneman et al., 
1982; Stubbart, 1989; Eisenhardt, 1990; Hanford, 1995; Steptoe-Warren et al., 2011] that stem from different 
perspectives (e.g., a strategic perspective) [e.g., Kaufmann, 1991; Hamel and Prahalad, 1993; Hanford, 
1995; Heracleous, 1998; Liedtke, 1998] and manifestations (e.g., reflection) [e.g., Liedtka, 1998; Dhir  
et al., 2018]. However, there is still a shortage concerning the valid typology of strategic thinkers based 
on differences between them. It reveals an interesting and important gap, both in theory and in practice. 
A systematic literature review suggests that cognitive differences characteristic to strategic thinkers can 
be instrumental in influencing organizational performance and organization–environment fit, which 
signifies the importance of the undertaken research.

Consequently, the purpose of the paper is to explore the strategic thinking concept by searching for 
differences within the population of strategic thinkers to establish the types of strategic thinkers by the 
end stage of the whole research project. Consequently, the following research questions (RQs) have been 
formulated:
RQ1:  Which research methodology might be proposed to examine strategic thinking and strategic thinkers’ 

types?
RQ2: What is the understanding of the strategic thinking concept?
RQ3: What are the common features of strategic thinkers?
RQ4: What are the differentiating characteristics among strategic thinkers?

The study presented in the paper follows the research design based on a systematic literature review 
and biographical studies. Future research will incorporate qualitative studies based on semistructured 
interviews.

Our study contributes to the strategic thinking literature in several ways. Firstly, we systematize and 
compare various approaches to strategic thinking and strategic thinkers, developed in the past 4 decades. 
Secondly, we identify and describe not only the features that are common to strategic thinkers but also those 
that differentiate them. Finally, we use the biographical method to exemplify the identified differentiating 
features.

The structure of the paper is as follows. The first section presents our research design and the 
implemented methods. The insights on the strategic thinking concept and the strategic thinker orientation, 
encompassing strategic thinkers’ common features, have been presented in the second and third 
sections. The fourth section highlights the differentiating characteristics of strategic thinkers and their 
exemplifications. Finally, the conclusions, including the most salient findings, limitations, and future 
research directions, are presented.

2  Research design
This article presents the preliminary results of the first phase of the research procedure (literature review, 
biographical studies) as part of the project “Types of strategists – Identification of strategic thinkers’ types 
and kinds of strategic thinking”.

Due to the exploratory nature of the research problem, the main part of the proceedings was based 
on qualitative research–interpretative approach, which aims to comprehend the meanings given to the 
studied concepts by social actors in their real environment [Gummesson, 2000; Denzin and Lincoln, 2005; 
Creswell, 2007, 2009]. The research procedure in the current project includes the following: (1) systematic 
literature review, (2) biographical studies, and (3) field research carried out using the technique of a 
semistructured individual in-depth interview (IDI). All three methods have been described in this section; 
however, the findings presented in the paper refer only to stages 1 and 2, while the Stage 3 research is still 
in progress. The methodology we adopt is a result of reviewing relevant literature. First, as there is a lack 
of systematic literature review in prior studies (those selected for our review), we decided to follow such a 
way of reviewing. Second, since the nature and character of the field investigated is deeply embedded in 
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cognitive science and very soft human issues, we decided to adopt a qualitative approach in line with the 
triangulation method. Third, for the systematic review, we mostly followed the methodological contribution 
of Aguinis et al. [2018].

The expected result of the research procedure is the typology of strategic thinkers and the design 
of a measuring tool identifying specific types, as well as the formulation of recommendations for future 
quantitative research.

To ensure the reliability of the results, the following strategies were adopted: data triangulation 
(data obtained from various primary and secondary sources), triangulation of researchers (at the stage 
of designing, collecting, and analyzing data), evaluation of specialists (external audit as part of the 
presentation at scientific seminars), and validation by interview participants (giving opinions on the report 
and evaluation of descriptions and characteristics).

2.1  Literature review

The starting point of the research procedure was a systematic literature review, for which the Scopus 
database was used. The search quest was defined as “strategic think*” to include results for both 
“strategic thinking” and “strategic thinkers” and referred to the fields of title, abstract, or keywords of 
English language articles in academic journals. As a result, 1,296 publications were obtained. Then, the 
area constraint was imposed to include only papers in the “Business, Management, and Accounting” field, 
which limited the list to 461 articles, out of which 146 had full-text access and were used for further analysis. 
Based on the abstract analysis, 56 articles were considered to be relevant to this research. Additionally, in 
the “snowball” procedure (publications from references), eight publications were added to the analysis. 
Ultimately, the analysis covered 64 publications from 1998 to 2018 (literature reviews – 10; quantitative 
studies – 9; qualitative studies – 16; theoretical/conceptual articles – 20; others – 9). The main findings of 
the literature review are presented in this paper.

2.2  Biographical studies

The purpose of the biographical studies was to illustrate and exemplify the ideas derived from the 
literature review. The biographical method (biographical studies) is used to collect, analyze, and interpret 
information about individuals – their lives, traits, attitudes, and behaviors [Bornat, 2008]. It includes the 
analysis of memoirs and notes, diaries, correspondence, biographies, and short contextual biographical 
descriptions, so-called shorter biographical portraits [Gunter, 2001]. In management sciences, the method 
is recommended for research on the identification of traits (also pathological), ways of thinking, and 
understanding of hidden motives of individuals (leaders, managers), in connection with the organizational 
or historical context [Danzig, 1997; Brandon, 2002].

We used a purposive selection of well-known representatives of the business world to exemplify 
the features that differentiate the different types of strategic thinkers. They met the following specific 
inclusion criteria: (1) persons who occupied the highest managerial positions in organizations, thus having 
a real influence on the strategy and strategic behavior; (2) persons who had autonomy in shaping the 
organization’s strategy, considered as the lack of influence of other superior institutions and bodies (e.g., 
group headquarters or political decisions), (3) people who demonstrated the characteristics of strategic 
thinkers, such as comprehensive and long-term perspective, concentration on vision and intentions, system 
approach, mindfulness, reflectiveness, and creativity [see: Liedtka, 1998; Palaima and Skaržauskienė, 2010; 
Ribeiro, 2011; Dutta, 2015; Dhir et al., 2018].

The biographical studies involved the following: (1) a description of activities and decisions taken by 
the examined managers; (2) keywords and citations referring to the ways of thinking and strategic behavior 
of the managers, allowing to identify them as specific strategic thinker types. The findings have been 
presented in the paper.
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2.3  Field research

The field research using the research technique of a semistructured individual IDI is the next phase of the 
research and is currently in progress; hence, both specific methodological descriptions and the findings 
of this stage are not presented in the paper. Nonetheless, it is worth mentioning that our respondents are 
owners or top managers – those who have a real impact on organizations’ strategic development – with 
at least 5 years of managerial experience independent of the industry. The companies we are keen on are 
those with very dynamic growth. The selection is purposive based on the aforementioned criteria. The 
geographical scope of the study is Poland.

3  Strategic thinking – main conceptualizations
The strategic thinking concept is rooted in many disciplines and fields, among others, in cognitive science, 
Organization and Management Theory (with regard to leadership), systems approach, and strategic 
management. The latter constitutes the theoretical perspective in which the research presented herein is 
embedded since strategic thinking critically complements the strategic management field [Amitabh and 
Sahay, 2007].

Strategic thinking, comprising synthesis, divergence, creativity, intuition, and innovativeness, 
concerns seeking innovation as well as imaging new and very different futures, which may lead a company 
to redefine its core strategies and even its industry [Haycock et al., 2012]. Linkow [1999] synthesizes these 
categories as the following processes: reframing challenges, scanning, abstracting, multivariate thinking, 
envisioning, inducting, and valuating. Strategic thinking contributes to the development of a general 
concept that focuses on the future direction of the organization based on anticipated environmental 
conditions [Goldman et al., 2015], which refers directly to the strategic leadership concept [Pisapia, 2009]. 
Indeed, strategic thinking – perceived as an individual strategist’s thinking activity leading to changes at the 
organizational level, namely, alteration in strategies – reveals the premises of strategic leadership, which 
undoubtedly is embedded in the strategic management field. Consequently, it is also worth mentioning that 
strategic thinking is revealed at different levels in an organization [Mintzberg, 1994; Liedtka, 1998; Linkow, 
1999], and therefore, a multilevel research methodology needs to be followed [Bonn, 2005].

Strategic thinking comprehension is a result of two subrealms in strategic management, namely, 
Mintzberg and his followers’ approach and Porter and his followers’ approach. Mintzberg [1994] refers 
strategic thinking to general changes in strategies and defines it as a distinctive way of thinking, balancing 
creativity and intuition, which leads to the so-called integrated perspective of an enterprise, enabling it to 
solve longitudinal problems in management. Admittedly, Mintzberg refers to the strategic thinking concept 
in the business context. As such, strategic thinking contributes to overarching concepts that form the 
future organizational direction as a result of anticipating and responding to environmental conditions (see 
Tavakoli and Lawton, 2005; Goldman et al., 2009], as well as revealing new mental models of markets and 
organizations [Rouse, 1997].

When it comes to the thought of Porter [1980] and his followers, strategic thinking concerns changes in 
strategies with regard to competitive position and competitive strategies. It is understood as an individual 
activity that enables the discovery of the competitive strategy so as to gain a desired position in the industry 
[Goldman et al., 2009]. Moreover, strategic thinking in terms of a creative, innovative, and unconventional 
way of thinking leads to sustainable competitive advantage and new rules of the competitive game, 
supported by novel and imaginative competitive strategies [Heracleous, 1998; Liedtka, 1998].

In addition to the conceptualizations presented here, the extant literature about strategic thinking 
shows many specific definitions as well. Selective instances of specific definitions of strategic thinking are 
presented in Table 1.

The chronologically ordered definitions presented in Table 1 highlight not only the aforementioned 
conceptualizations and perspectives (subrealms) but also the direction of content evolution. One can 
observe the increasing time discord in understanding strategic thinking as a strategic process versus 
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Table 1. Strategic thinking – selected definitions (ordered by year)

Definition References
Strategic thinking reveals a process of thinking about an organization and how to go about  
developing a strategy, which includes vision, creativity, flexibility, and entrepreneurship.

Rowe et al. 
[1986]

Strategic planning is based on linear and rational thinking, whereas strategic thinking is based on the 
need for recognition of new possibilities and the ability to pull pieces together into a big picture.  
Strategic planning and thinking involve two distinct thought processes: planning concerns analysis – 
establishing and formalizing systems and procedures; and thinking involves synthesis – encouraging 
intuitive, innovative, and creative thinking at all levels of the organization.

Mintzberg [1994]

Strategic thinking is a process that deals with futures, patterns, trends, and nuances that require  
the ability to sense emerging opportunities.

Herrmann [1996]

Strategic thinking includes five elements: having a system perspective, being intent-focused,  
thinking in time, being hypothesis-driven, and acting in an intelligently opportunistic manner.

Liedtke [1998]

Strategic thinking reflects the thinking of multiple issues concurrently and the ability to  
synthesize them.

Boar [2000]

Strategic thinking reflects the seeking of innovation and imagining new and very different futures  
that may lead a company to redefine its core strategies and its industry.

Graetz [2002]

Strategic thinking reflects the way in which people in an organization think about, assess,  
view, and create the future for themselves and their associates.

Kaufman et al. 
[2003]

Strategic thinking is a way to solve strategic problems, combining a rational and convergent strategic 
approach with a creative and convergent thought process – systems thinking, creativity, and vision.

Bonn [2005]

Decision-makers using strategic thinking are characterized by the following traits: (1) continuous 
interaction between the two brain halves, which means the use of whole-brain capabilities; (2) their 
disbelief in environmental determinism goes along with the essence of strategic thinking, which 
emphasizes the role of managers in affecting their environments; (3) obvious tendency toward  
the future and change; (4) since strategic thinking is the result of the interaction of all the other 
types of thinking, it must also have the characteristics of the other types of thinking.

Daghir and Zaydi 
[2005]

Strategic thinking is thinking about possible scenarios and strategy in a creative manner that is  
relatively free from existing boundaries.

Drejer et al. 
[2005]

Strategic thinking occurs when a person contemplates the future of an organization taking into 
consideration its environmental and competence variables.

Tavakoli and 
Lawton [2005]

Strategic thinking is a distinctive management activity, whose purpose is “to discover novel,  
imaginative strategies which can rewrite the rules of the competitive game; and to envision potential 
futures significantly different from the present”. Furthermore, strategic thinking was specified as being 
conceptual, systems oriented, directional (linking the future with the past), and opportunistic.

Goldman [2007]

Strategic thinking is a combination of information processing (data-driven activity) and creativity  
(creative imagination).

Kutschera and 
Ryan [2009]

One of the most important hallmarks of strategic thinking is systems thinking, comprehended  
as a way of understanding reality that emphasizes the relationships among a system’s parts,  
rather than the parts themselves.

Godet [2010]

Strategic thinking involves two distinct thought processes: planning and thinking. Planning concerns 
analysis, which involves establishing and formalizing systems and procedures, whereas thinking involves 
synthesis – encouraging intuitive, innovative, and creative thinking at all levels of the organization.

Steptoe-Warren 
et al. [2011]

Strategic thinking involves three different processes: collecting information, formulating ideas, and 
planning actions.

Dhir and Mital 
[2012]

Strategic thinking means the generation and application of business insights on a continual basis to 
achieve competitive advantage.

Horwath [2015]

Strategic thinking reflects an ability that enables an individual to understand, visualize, and confront 
 the given context.

Dhir et al. [2018]

Strategic thinking is a vital leadership competency, which is described as the ability to synthesize  
and utilize intuition and creativity in order for an organization to achieve an integrated perspective.  
It is also defined as a mental process that involves synthesizing, as well as utilizing intuition and  
creativity to identify and solve problems. The process is meant to improve organizational  
performance through innovative and creative activities that enhance overall leadership effectiveness.

Muriithi et al. 
[2018]

Source: Own work based on literature review.
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strategic thinking in terms of cognitive skills and mental processes. Moreover, the newest publications 
increasingly emphasize the role of strategic thinking in leadership.

Summarizing, the presented definitions lead to the conceptualization of two phenomena: strategic 
thinking and strategic thinker. Strategic thinking as a cognitive concept in strategic management has a 
practical application in the person of the strategic thinker, whose common and differentiating features 
affect the organization’s strategic behavior.

4  Strategic thinkers and their common features
“Strategic thinker” is most often identified as the leader who makes decisions in an enterprise 
[Eisenhardt, 1990] and bears responsibility for the management of the organization [Steptoe-Warren 
et al., 2011]. For many years, research on the individual determinants of strategic decisions has been 
focused on inquiry within the discipline of strategic management. The neoclassical theory of economics 
envisioned managers as rational utility-maximizing agents, possessing complete knowledge about the 
environment, cognitively similar, with the ability to act in a fully logical way, amenable to algorithmic 
predictions [Stubbart, 1989].

At the same time, research on managerial decision-making did not confirm the assumptions about 
managers’ comprehensive rationality [Simon, 1957]. Unlike rational agents, today’s managers do not 
function in an environment of fixed preferences and known choices leading to predictable results. 
Uncertainty, chaos, and complexity of environmental conditions make it impossible to clearly define 
preferences and estimate the probability of success of different options [Kahneman et al., 1982; Stubbart, 
1989]. In such conditions, individual and subjective factors influencing cognition and decision-making of 
strategists become even more important. Hence, in recent years, strategic management researchers have 
shown growing interest in behavioral psychology [Bromiley, 2005; Gavetti et al., 2007; Powell et al., 2011] 
and cognitive science [Porac and Thomas, 1990; Weick, 1995], which find their applications in the theory of 
microfoundations [Felin and Foss, 2005, 2006].

Strategic thinking consists of the processes of gathering and processing information about the 
organization and its environment and creating mental models and heuristics, helping assess the information 
and make business decisions. As managers are not cognitively homogeneous, the way they think and 
process strategic information can be considered a differentiating factor and a potential source of the 
competitive advantage of the organization. The strategic thinking ability of a leader contributes to corporate 
outputs and business performance [Bowman and Helfat, 2001] through the organization’s greater readiness 
to respond adequately to changes in the business environment [Tavakoli and Lawton, 2005]. Hence, the 
term “strategic thinker” is often associated with the person responsible for the success of the enterprise 
[Nuntamanop et al., 2013]. It is even suggested that successful leaders, operating in complex and chaotic 
conditions, present a higher level of strategic thinking than unsuccessful leaders, due to the adoption 
of a strategic mindset allowing them to make sense of complexities and paradoxes [Pisapia et al., 2005]. 
Therefore, who the strategist is and how they think is a unique resource of the organization. Deliberations 
regarding features that distinguish strategic thinkers from other leaders constitute an important direction 
of research on improving the leadership function in the enterprise.

According to the assumptions adopted in this paper, the strategic thinker can be distinguished from 
other leaders based on two criteria: (1) the criterion of the adopted perspective; and (2) the criterion of the 
applied thinking style.

A strategic thinker is a person who adopts a strategic perspective (as opposed to the operational 
perspective) and applies a reflective style of thinking.

The most important manifestations of the strategic perspective are as follows: (1) a long-term approach 
and the ability to plan in time [Hanford, 1995; Liedtke, 1998]; (2) holistic view of the company in the prevailing 
environment [Kaufmann, 1991]; and (3) vision and openness to change, leading to groundbreaking solutions 
[Hamel and Prahalad, 1993; Heracleous, 1998].
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It is characteristic for a strategic thinker to adopt a long-term perspective [Daghir and Zaydi, 2005], 
in line with Sun Tzu’s proposal that the strategy not be “shallow and nearsighted” but “deep and far-
reaching” [Pellegrino and Carbo, 2001]. Adopting a strategic perspective also means the ability to think 
holistically and systemically about the organization and its environment. A strategic thinker does not 
see an organization as a set of independent elements – a “splintered conglomerate of disassociated 
parts” competing for resources – but looks at the organization through the prism of relationships 
between these elements and functions that they perform in a larger whole [Kaufmann, 1991]. Similarly, 
he or she perceives the environment of the organization and understands the relationship between the 
enterprise and its stakeholders. The strategic thinker – perceiving a company in a broad context – can 
simultaneously adopt multiple perspectives, frames, and mental models, which helps generate new 
insights and nonobvious developmental ideas [Pisapia et al., 2005]. He or she is a leader seeking new 
approaches, better solutions [Bonn, 2005], innovative strategies, and discoveries that are used to redefine 
the rules of the competitive game [Goldman, 2007]. The strategic thinker participates in the process of 
creative destruction and transforms the environment in the most useful way using the full abilities of the 
human brain [Ohmae, 1982].

The second criterion that differentiates strategic thinkers from other leaders is the reflective thinking 
style, which is based on the following: (1) awareness, insight, and reflection [Dhir et al., 2018]; and (2) 
double-loop learning [Liedtka, 1998].

The strategic thinker makes decisions consciously, based on reflection both on their previous 
decisions and on the very reasoning process of which he or she is the subject. In this way, he or she 
constantly learns and makes decisions in a purposeful, nonaccidental, and insightful manner. The 
strategic thinker knows his or her thinking [Casey and Goldman, 2010]. Reflection is a disciplined 
and active process of seeking meaning, leading to a deep understanding of the relationship between 
experiences and ideas [Dewey, 1933]. It involves perceiving, criticizing, restructuring, and testing an 
intuitive understanding of experienced phenomena, often taking the form of a reflective conversation 
with the situation [Schon, 1983]. In this way, the strategic thinker becomes a “reflective practitioner”, 
applying reflection-in-action [Schon, 1983], moving from experience to experience in a continuous, 
conscious learning process. Hence, in the case of strategic thinkers, we can talk about the process 
of double-loop learning, the characteristic of which is challenging existing assumptions and beliefs 
to develop innovative solutions [Heracleous, 1998]. The strategic thinker is a learner, not a knower 
[Liedtka, 1998].

The strategic thinker, i.e., a person who adopts a strategic perspective and uses a reflective 
thinking style, is the main agent of change in an enterprise [Daghir and Zaydi, 2005]. It is the cognitive 
abilities of the strategist and the motivation to explore new opportunities that give direction and 
developmental drive to the organization. At the same time, multiple industry studies indicate that 
deficiencies in strategic thinking among the top management’s members negatively and significantly 
affect the company’s performance [Mason, 1986; Zabriskie and Huellmantel, 1991; Bonn, 2001]. 
Hence, the question about the possibility of developing strategic thinking skills among executives is 
important. Is it a skill that can be acquired, or is it an innate and permanent feature of the strategist’s 
profile?

Numerous studies present strategic thinking as a manageable competence [Ohmae, 1982; Pearson, 
1990; Hanford, 1995; Liedtka, 1998; Goldman, 2007, 2008; Casey and Goldman, 2010] that is not reserved 
only for a specific group of employees [Torset, 2001]. Research on the determinants of strategic thinking 
suggests that there are specific practices that can support the development of strategic thinking skills in 
managers [Moon, 2013]. Strategic thinking can be learned and can become a habit [Ohmae, 1982; Pearson, 
1990; Hanford, 1995; Liedtka, 1998] through daily practice and mental training [Casey and Goldman, 2010], 
especially through the practice of reflection [Schon, 1983], i.e., consciously developing insights into every 
experience associated with strategic decisions. The strategic thinker deliberately and intentionally reflects 
on experiences and builds knowledge about what worked and what did not, in addition to analyzing how 
the decision-making process took place [Steptoe-Warren et al., 2011].
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5  Features differentiating strategic thinkers
The systematic literature review on strategic thinkers leads to the conclusion that most researchers focus 
on similarities and common characteristics that distinguish strategic thinkers from operational managers, 
strategic planners, or executors (see, e.g., Dutta, 2015; Yoffie and Cusumano, 2015], mentioned in the 
previous section. Researchers point out rather general characteristics such as holistic perspective [Dutta, 
2015], systems approach [Palaima and Skaržauskienė, 2010], reflective thinking [Ribeiro, 2011; Dhir  
et al., 2018], focus on intent [Liedtka, 1998], or creativity. At the same time, little attention has been paid to 
features that internally differentiate the group of strategic thinkers. This perspective seems to be interesting 
and important since Olson and Simerson [2015] observed that strategic thinkers are diverse. The differences 
concern not only personal traits but also cognition and ways of thinking and are manifested in the variety 
of both strategies and strategic behavior (see, e.g., Mintzberg, 1979; Porter, 1980]. In our research project, 
we identify the differentiating features and analyze relationships between them in order to develop the 
strategic thinkers’ typology.
Based on the literature review, we have identified two groups of differentiating features:
1. features concerning the content of strategic thinking, i.e., attitude to change and acceptance of 

uncertainty, information processing and decision-making style, perception of environmental hostility, 
and reliance on data;

2. features concerning the process of strategic thinking, i.e., level of participation, reliance on purpose, 
and orderliness of the process.

Features of both aforementioned groups are described below and exemplified using the biographical 
analysis, which – on the one hand – identified actions, behaviors, and decisions described in biographies 
and short biographical portraits (interviews, articles) of the chosen managers and, on the other hand, led 
to the analysis of the keywords.

The differentiating features concerning the content of strategic thinking are initially presented. The 
first identified feature is the leader’s attitude to change and his or her acceptance of uncertainty [Hamel and 
Prahalad 1993; Liedtka 1998; Johnson 2007; Godet 2010; Olson and Simerson 2015]. This dilemma has two 
opposite states: exploitation (focus on continuity) versus exploration (focus on change).

The strategic thinker who is the exploiter has a low acceptance of uncertainty and focuses on searching 
for stability or evolutionary growth. It results in developing rather conservative and tested strategies, based 
on a “fit” approach and long-term perspective. He or she is focused on exploitation, foreseeing the future, 
and exhibits a low acceptance for mistakes. An example of a strategic thinker searching for stable and 
predictable growth and showing low acceptance of uncertainty (exploiter) can be Andy Grove [Miller, 2010]. 
He developed Intel’s strategy based on simple rules, such as Moore’s law or economy of scale. The strategy 
was based on cost leadership and could be described as defensive: protection against radical technological 
changes, narrow domain, and limited product portfolio, as he said, “It’s harder to be the best of class in 
several fields than in just one” [Grove, 1998]. He did not enter highly competitive markets (e.g., computer 
hardware) and sought to build high entry barriers in the microprocessor market. By voicing his famous 
sentence “only the paranoids survive”, he acknowledged that organizations should be continuously prepared 
for environmental instability and change (fear of uncertainty). He also tried to avoid implementing radical 
changes in the organization, which is reflected in his statement: “A common rule we should always try to 
heed is to detect and fix any problem at the lowest-value stage possible” [Grove 2015]. To describe his actions 
and the way of thinking, terms like gradually, smooth, improve, compete, costs, survive, limited, and analyze 
are used in his biographical descriptions [Heller, 2001; Yoffie and Cusumano, 2015].

The explorer, on the other hand, has a high acceptance of uncertainty and sometimes even provokes 
instability in his or her environment by developing groundbreaking and innovative visions, sometimes 
blurry and unbelievable. He or she is focused on introducing radical changes and develops strategies based 
on the “stretch” approach (resources are not a limit). Learning by experimenting and mistakes are accepted. 
He or she focuses on exploration and creating the future, not only on foreseeing it. A good example of 
the explorer is Steve Jobs (Apple, Pixar, Next) who focused on developing products that can change the 
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world and peoples’ lifestyle, innovation and design prevailed over profitability, and the quality was more 
important than quantity: “When you’re a carpenter making a beautiful chest of drawers, you’re not going to 
use a piece of plywood on the back, even though it faces the wall and nobody will ever see it. You’ll know it’s 
there, so you’re going to use a beautiful piece of wood on the back. For you to sleep well at night, the aesthetic, 
the quality, has to be carried all the way through” [Isaacson, 2011]. He was implementing new technologies, 
entering completely new markets where no one offered products (e.g., iTunes; computer animation in a 
movie), inventing new products constantly, experimenting, and making mistakes (e.g., supercomputer 
Lisa, Apple Cloud). As he said: “Sometimes when you innovate, you make mistakes. It is best to admit them 
quickly and get on with improving your other innovations” [Young and Jobs, 1988]. He did not believe in 
market research and followed the principle of not asking customers about their needs, but to anticipate 
and create those needs [Yoffie and Cusumano, 2015], which is symbolized by the quote: “Some people say, 
‘Give the customers what they want.’ But that’s not my approach. Our job is to figure out what they’re going to 
want before they do. I think Henry Ford once said, ‘If I’d asked customers what they wanted, they would have 
told me, “A faster horse!”’. People don’t know what they want until you show it to them. That’s why I never 
rely on market research. Our task is to read things that are not yet on the page” [Isaacson, 2011]. In Steve 
Jobs’s biographies, authors often use terms such as revolutionary, surprising, groundbreaking, innovative, 
visionary, and so on [Gillam, 2008; Isaacson, 2011].

The second characteristic that differentiates strategic thinkers is information processing and decision-
making style [Eisenhardt 1990; Heracleous, 1998; Hodgkinson and Sparrow, 2002; Steptoe-Warren et al., 
2011; Goldman et al., 2017]. Its two opposite states are the holistic view and fast decision-making style 
versus the analytical view and slow decision-making style.

A strategic thinker with a holistic approach takes the “bird’s-eye view” and bases decisions on general 
information and informal, often ad hoc gathered data, rather than analytical tools [Heracleous, 1998; 
Goldman et al., 2017]. Processing information is a preconscious process that involves using heuristics, and 
many alternatives are quickly analyzed by comparisons [Hodgkinson and Sparrow, 2002]. An example of 
a fast decision-maker with a holistic approach is Jeff Bezos (founder and chief executive officer [CEO] of 
Amazon). He is known for his ability to make fast decisions with limited data. Amazon, as a company, is 
founded on three core pillars: “lowest price, fastest delivery, biggest selection”. These three stable priorities 
constitute the foundation of the long-term strategy of the company and are enough to maintain a birds-eye 
view. As long as the decisions are aligned with the strategic focus, no further information is needed [Stone, 
2013]. Bezos divides companies into two categories: “Day 1 and Day 2 companies”. As he explicitly said in 
his 2016 letter to shareholders: “Day 2 companies make high-quality decisions, but they make high-quality 
decisions slowly. To keep the energy and dynamism of Day 1, you have to somehow make high-quality, high-
velocity decisions. Easy for start-ups and very challenging for large organisations. The senior team at Amazon 
is determined to keep our decision-making velocity high. Speed matters in business – plus a high-velocity 
decision-making environment is more fun too. (…) most decisions should probably be made with somewhere 
around 70% of the information you wish you had. If you wait for 90%, in most cases, you’re probably slow. 
Plus, either way, you need to be good at quickly recognizing and correcting bad decisions. If you’re good at 
course correcting, being wrong may be less costly than you think, whereas being slow is going to be expensive 
for sure”. Bezos always attaches a letter from 1997 mentioning: “it remains Day 1” [Bezos, 2016]. Moreover, 
one of the key leadership principles, mentioned on the Amazon website, is, “Bias for Action. Speed matters 
in business. Many decisions and actions are reversible and do not need extensive study. We value calculated 
risk-taking” [Amazon, 2019]. Bezos is often described as focused on vision, quick and decisive, implementing 
fast, moving quickly, relentless, experimenting, bold, risk-taking [Galloway, 2018].

The strategic thinker with the analytical style bases his or her decisions on formally gathered 
analytical data and information and takes the “on the ground view”. Processing of information and the 
decision-making process are more conscious and deeper, involving detailed thinking [Hodgkinson and 
Sparrow, 2002]. He or she looks for various options and analyzes them sequentially, relying on multiple 
sources of information, confirmed data, and in-depth analysis. An example of such a thinker is Bill 
Gates, the founder of Microsoft, a billionaire and philanthropist known for his detailed, analytical 
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approach toward problem-solving. He strictly follows the following axiom: “beauty of its logical rigour, 
something that he had cultivated in his own thinking. When you use a computer, you can’t make fuzzy 
statements. You make only precise statements” [Isaacson, 2014]. When he is in the strategic thinking 
process, e.g., working on a new, previously unknown topic, he tries to meet with the experts, read as 
much as possible about the concept, and think about the problem from different perspectives, even if 
it takes time. Bill Gates goes on a trip that he calls “Think Week” at least two times a year. He moves 
to a detached house in the woods to read and think about the current situation and the next steps that 
need to be taken. During such trips, he invented a new strategy for Microsoft, regarding new ways of 
communication with the Internet, leading to the creation of the Internet Explorer web browser [Gates 
and Ottavino, 1995]. He even mentioned his biggest fear as follows: “I don’t want my brain to stop 
working.” People describe him with the following statements: “his brain is a multiprocessor”, “he can 
read 150 pages an hour, and I would say it’s 90% retention”, “there is something always on in his head, 
something is happening all the time”, “he remembers everything with details”, “he studies everything 
very carefully, takes notes, asks questions” [Guggenheim, 2019].

The next differentiating feature is the perception of environmental hostility and the approach to 
other actors [Crouch, 1998; Horowitz and Kenerly, 2014]. It can have two states, i.e., focus on competition 
(environment perceived as hostile) versus focus on cooperation or game (environment perceived as friendly).

In the first approach, the strategic thinker sees the environment as hostile, and threats are 
dominating in his or her perception. Other actors are perceived as real or potential rivals, and 
competition on the market is seen as an unfair battle or war. Such thinking results in a low level of 
trust and highly competitive strategies. In terms of game theory, the “win–lose” mindset is dominating. 
An example of hostile perception and competitive approach is Travis Kalanick, ex-CEO and founder of 
Uber. He assumed that winning at all costs is critical to the company’s success. In the company’s culture 
code, established in 2009, he mentioned such values as “Winning: Champions Mindset”, “Principled 
Confrontation”, or “Toe-stepping”. Kalanick also noted that “fierceness” was one of the most important 
qualities of employees. To win, Uber also performed unethical actions, such as hacking competitors’ 
apps or ordering false rides. Kalanick is described as dangerous, wartime-all-the-time, and one of the 
most competitive people in the world [Horowitz, 2019].

On the opposite side, there is a strategic thinker who sees the environment as friendly and dominated 
by opportunities. He or she develops cooperative relationships and builds both interpersonal and 
interorganizational networks. The other market actors are seen as fair competitors or even potential 
business partners. Competition is perceived as a game with the rules established and respected by 
all the actors. Such an approach manifests itself in the pursuit of networking and the development of 
various cooperative or competitive relationships [Bengtsson and Kock, 2000; Luo, 2004], as “win–win” 
strategies are preferred. An interesting example of the strategic thinker representing this approach is 
Dirk Rossmann, the founder of Rossmann, the chain of drugstores. His perception of the market and 
competitive environment shows a high level of trust in business partners and competitors. The market 
is perceived as a kind of game with established rules. As Rossmann himself says, “you have to act fairly 
despite the competition. My rule is: not to be ruthless, pay attention to other people” [Rossmann et al., 
2018]. This orientation leads to various activities, including joint purchases or sharing the market with 
his main German competitor (Drogerie Markt [DM]), or organizing common charity campaigns. Dirk 
Rossmann initiated and organized a charity event in Moscow in 1991, emphasizing that this action 
“proves that competitors can cooperate with each other when there is a need for that”. For decades, he 
built and maintained private and friendly relationships with his competitors and other large companies 
operating in the same market. In his descriptions concerning market and activities, he often uses terms 
like rules, game, relationships, friendship, trust, and fair [Rossmann et al., 2018].

The last feature concerning the content of strategic thinking is a reliance on data in the decision-
making process [Mintzberg, 1994; Heracleous, 1998; Jelenc and Swiercz 2011]. The two opposite states are 
the rational and calculating approach versus the generative and intuitive approach.

A strategic thinker of the first type works like intelligent machines, basing decisions on data and 
information [De Witt and Meyer, 1998; Jelenc and Swiercz 2011]. Problems are analyzed consciously and 
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rigorously, and all possible alternatives are considered. This is a scientific, logical, and rational approach. 
Emotions and experience are not the primary factors in the decision-making process. Elon Musk, the 
founder of Tesla, SpaceX, PayPal, and Hyperloop, can be presented as a rational and calculating strategist. 
This entrepreneur is known for his hyperrationality and scientific approach. He uses modern technologies 
(solar energy, tunnels, autonomic vehicles) to drive the growth of his businesses, and, alongside, he runs 
thought experiments (e.g., “how much does the rocket need to cost, so it is affordable for commercial use”). 
He tends to be technocratic, with frequent “inhumane” behavior. When described, Musk “comes at the 
world through strategy and intellect (…), most people who are under that sort of pressure fray. Their decisions 
go bad. Elon gets hyperrational. He’s still able to make very clear, long-term decisions. The harder it gets, the 
better he gets” [Vance, 2017].

The generative and intuitive strategic thinker, on the other hand, uses lateral and divergent thinking, 
which focuses more on values and culture than on hard data [Nasi, 1991; De Witt and Meyer, 1998]. Strategic 
thinking is treated as an act of creative imagination. Strategic thinkers of this type prefer reliance on 
hunches and premonitions over logical and rigorous analysis; hence, emotions, intuition, and experience 
play a vital role in the decision-making process. An example of a generative and intuitive thinker who leads 
by experience, feelings, and hunches is Howard Schultz, ex-CEO and founder of Starbucks. He stated that 
“when it comes to business, you need to pour your heart into it,” focusing on customer experience and service. 
His decision-making process, when it came to product development, was highly intuitive and based on 
tests, in addition to being guided by experience. Schultz described the process of launching “Frappuccino”, 
the popular bottled coffee product, in the United States in 1996 as follows: “we didn’t do any heavy-duty 
financial analysis on Frappuccino beforehand. We didn’t hire a blue-chip establishment consultant who could 
provide 10,000 pages of support material. We didn’t even conduct what major companies would consider a 
thorough test. No corporate bureaucracy stood in the way” [Schultz, 1997].

The literature review also revealed three differentiating features concerning the process of strategic 
thinking. The first one concerns the level of participation in strategic thinking [Bonn, 2005; Johnson, 2007; 
Godet, 2010; Goldman et al., 2015; Olson and Simerson, 2015]. It has two possible states: individual versus 
collective thinking.

According to the first approach, the process of strategic thinking is individual and is seen as an elite 
activity [Goldman et al., 2015]. All ideas come from the “guru”, while other managers give informational 
and analytical support only. This type of thinking can be associated with directive leadership [Olson 
and Simerson, 2015]. An example of an individual strategist is Mark Zuckerberg, the founder and CEO of 
Facebook. He is known for his charismatic, guru-like visionary approach to the company’s growth. He 
surrounds himself with a narrow team of most trusted, loyal managers, called “lieutenants”. He resides 
at the center of the Facebook headquarters in an office called “Aquarium” – the closer someone sits to 
Zuckerberg’s office, the more important this person is as an employee. When it comes to strategic decisions 
regarding, e.g., the type of advertisement on various platforms, Zuckerberg prefers to micromanage and 
is highly precise about the outputs [Martinez, 2016]. Mark Zuckerberg always had a strong individual 
will and belief about being exceptional: “always thought this was important—giving people the power to 
share and stay connected, empowering people to build their own communities themselves. When I reflect 
on the last 10 years, one question I ask myself is: why were we the ones to build this? We were just students. 
We had way fewer resources than big companies. If they had focused on this problem, they could have done 
it. The only answer I can think of is: we just cared more” [Weil, 2015]. The Facebook founder is known 
for his guru slogans as well, which were highly popular in the tech world: “move fast and break things”, 
later “move fast with stable infra”, “done is better than perfect”, and “the journey is only 1% finished”. 
Most popular descriptions of Zuckerberg refer to him as dominating, imperial, fundamentally sure, 
indisputable, and confident. He described himself once as “Founder, Master and Commander, Enemy of 
the State” [Walter, 2013].

In the opposite approach, the process of strategic thinking is collective and involves different members 
of the organization: senior managers, middle-level managers, as well as external consultants. In this 
approach, various forms of methodological support are used at different organizational levels, e.g., open 
discussions or workshops for managers, and so on [Johnson, 2007]. Strategic thinking is seen as a general 



324   K. Piórkowska et al.

and culturally bound activity. An example of this approach is Phil Knight, the founder of Nike. He was 
known for giving a lot of freedom to his employees and managers and preferred a laissez-faire approach 
to strategic decision-making. Communication at meetings was always two-sided, candid, and honest as it 
made everyone feel included and important. According to him, people from the main Nike management 
team were “nearly all merciless self-loathers, which kept the egos in check. There was none of that smartest-
guy-in-the-room foolishness. (…) each would have been the smartest guy in any room, but none believed 
it of himself, or the next guy” [Knight, 2016]. Moreover, employees were regularly asked about important 
strategic matters, e.g., the brand name “Nike” was coined after a long process of employee surveying and 
multiple brainstorming sessions. Knight regularly hired external consultants who helped with strategic 
decisions, e.g., when locating factories in Asia or during first endorsement deals [Knight, 2016].

Based on Mintzberg’s [1994] and Olson’s and Simerson’s [2015] distinction of deliberate and emergent 
strategic management processes, the last differentiating criterion of strategic thinkers was identified as 
reliance on purpose and orderliness. The two opposite states are strategic thinker as a deliberate process 
planner versus emergent (incremental) strategic thinker.

In the first approach, the process of strategic thinking is deliberate, planned, sequential, and ordered. 
There is one dominant scenario, and most activities are gathered around it. By definition, strategic thinking 
precedes strategy formulation, changes in the strategy are rare, and the general approach is to follow the plan. 
This attitude is associated with the “strategy making as ritual” approach, in which thinking about strategy, 
analyzing, and planning is a part of day-to-day activities. In such a case, some special routines related to 
strategic thinking and strategy formulation are in place [Johnson, 2007]. An example of a planning strategic 
thinker is Tim Cook, the CEO of Apple, who took the wheel after the death of Steve Jobs. Steve Jobs created a 
general vision of the company’s next steps, and Cook decided to keep it. He prefers evolution over revolution: 
“unlike Jobs, Cook wasn’t going to tear down what wasn’t working and rebuild; he had been a steady captain in 
his role and planned to keep the ship on its existing trajectory. Unsurprisingly, he did not immediately announce 
any major changes that would cause investors or fans concern” [Kahney, 2019]. To ensure the company’s 
growth and deliver higher shareholder value, he invented and planned new values of the enterprise, which 
were not officially announced but describe his leadership style. Diversion from them is not tolerated, and as 
a CEO, Cook is highly focused on that. The most common descriptions of him as a person are steady, stable, 
harmonious, works within the previously established system, unchanged [Kahney, 2019].

According to the opposite approach, the emergent process of strategic thinking can be iterative and 
infiltrating, sometimes even chaotic. No dominant scenario exists, and multiple options may function 
simultaneously and intertwine with each other. Strategic thinking and strategy formulating are two mixed 
processes, which result in emergent strategies. As a consequence, changes and redefinitions of strategy are 
natural and frequent and are triggered by events such as crises or new opportunities. There are no routines 
related to strategic thinking and planning. Sam Walton, the founder of Walmart, is an interesting example 
of an emergent strategic thinker, especially in the first years of the company’s growth. He described his 
strategic thinking style in the following words: “stock has forced us to manage differently, to think more short 
term at the expense of long-term strategic planning. The answer is that we’ve always had to do a good bit of 
both. When you’re opening 150 stores a year the way we do these days, a lot of your planning is necessarily 
short term. But to sustain that kind of growth, you constantly have to consider what you’re going to be doing 
five years out. I think that the stock market pressure has driven us to plan further out so that there will be some 
consistency next year, and the year after—not only to our profitability but to our operating sales, our gross 
margins, and those sorts of things” [Walton, 1993]. Walton mentioned that Walmart’s strategy was based on 
constantly leveraging market opportunities; city centers were not planned; and activities were started when 
the opportunity was spotted. Moreover, Walton was highly opportunistic: “I’d get down low, turn my plane 
up on its side, and fly right over a town. Once we had a spot picked out, we’d land, go find out who owned the 
property, and try to negotiate the deal right then” [Walton, 1993].

The features presented above are the initial findings, as the study is in progress, and we believe that 
the qualitative research will provide the basis to enlarge or modify the set of differentiating features and 
ultimately lead to typology development.
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6  Discussion and concluding remarks
The aim of the paper was to explore the concept of strategic thinkers and their characteristics, with 
particular emphasis on the discovery and exemplification of common and differentiating features. Our 
deliberations are part of the project in which we aim to develop strategic thinkers’ typology. We designed 
our research using a multimethod approach, starting with a systematic literature review (Stage 1), followed 
by qualitative research in the form of biographical studies (Stage 2) and  IDIs with strategists (Stage 3), 
ultimately leading to large-scale quantitative studies, which test and verify the proposed strategic thinkers’ 
typology. The research is in progress, and this paper reports the findings of the first two stages, namely, the 
systematic literature review, encompassing the concepts of strategic thinking and strategic thinkers, and 
the biographical studies, exemplifying the theoretical findings.

Our key findings regarding strategic thinkers’ characteristics can be divided into two parts. Firstly, we 
established the common features of strategic thinkers, distinguishing them from other types of leaders (i.e., 
executors or strategic planners). We found that strategic thinkers are characterized by the following traits: 
(1) a strategic perspective, understood as a long-term approach and the ability to plan in time, a holistic view 
of the company in the environment, and openness to change leading to groundbreaking solutions; and (2) 
a reflective style of thinking (understood as awareness, insight, and reflection) and double-loop learning.

Secondly, we identified several features that can be seen as differentiating factors among the population 
of strategic thinkers. We grouped them as follows: (1) features concerning the content of strategic thinking 
(attitude to change and acceptance of uncertainty, information processing and decision-making style, 
perception of environmental hostility, and reliance on data); and (2) features concerning the process of 
strategic thinking (level of participation, and reliance on purpose and regularity of the process).

We also applied the biographical method to exemplify all the distinguishing features with real-life 
examples of well-known CEOs. The summary of our findings with regard to differentiating features of 
strategic thinkers is presented in Table 2.

We found that most academic research on strategic thinkers concentrates on the common characteristics 
and similarities, while little attention has been paid to features that internally differentiate the strategic thinker 
population [Olson and Simerson, 2015]. Our main contribution to the related literature is filling this gap.

6.1  Limitations and research directions and challenges

Most of the available biographical data concerns leaders from the European–American cultural circle, who 
are mostly men who achieved success. The strategists mentioned by the authors also belong to this group; 
therefore, their examples should be analyzed as preliminary, and often extreme, illustrations of the studied 
phenomenon. In further research, it is necessary to expand the previously mentioned group to include 
people from outside the collection and to reach out through qualitative research (currently in progress) 
to less-known managers who also make strategic decisions. Moreover, after completing the field research 
(the third stage of the procedure presented), our future research will concentrate on the development 
of a validated scale that measures strategic thinkers’ differentiating features. It will then be applied in 
the quantitative study of top managers as part of the typology development process. This constitutes a 
real methodological challenge, as, in the past, different authors identified particular features based on 
comparable methods. Some authors treat the features as dichotomies [Liedtka, 1998], and others treat them 
as opposite “extreme” states on the continuum [Olson and Simerson, 2015]. When it comes to the literature 
review, we implemented only a qualitative approach. We did not include a quantitative analysis in the form 
of, for instance, meta-data analysis, citation analysis, or quantitative content analysis [see Jaklič et al., 2020], 
which we find worth incorporating in future research. In a similar vein, we consider some doubts about the 
results we obtained from the systematic literature review. We noticed that some papers concerning crucial 
aspects of managerial thinking and behavior were omitted. This is why we added eight papers incorporating 
the “snowball” procedure, which we reported in the paper. In future research, we plan to deepen the review. 
Finally, some authors propose to plot the degree of both “opposite” states in a matrix or a grid, which seems 
to be in line with scholars who argue about the importance of dialectics and ambidexterity in strategic 
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thinking [Sage et al., 2010; Sushil, 2012]. Furthermore, in future research, one should consider not only 
the specified common and distinguishing characteristics of strategic thinking but also its antecedents and 
outcomes visible in strategic behavior. Some of the other antecedents/criteria might include, for instance, 
increased volatility, complexity, and the ambiguity of the environment; industrial characteristics such 
as the need for fast building, reorientation, reintegration of company resources/competencies within 
regenerative dynamic capabilities in a turbulent environment (e.g. Lippman, Rumelt 2003); the specificity 
of strategic management in firms’ network structures; roles of managers as orchestrators of firm strategies 
and the managers’ background and experience. Those criteria might constitute important variables in the 
quantitative study following the field study that is in progress.

We hope to contribute to the discussion with the conclusions derived from both qualitative and 
quantitative studies, planned as the completing stages of our project.
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Table 2. Synthetic view on strategic thinkers’ differentiating features and their examples

Features/characteristics Values/states Examples

Attitude to change and uncertainty
[Hamel and Prahalad, 1993; Liedtka, 1998; Johnson,  
2007; Godet, 2010; Sushil, 2012; Olson and Simerson, 
2015]

Exploiter/focus on continuity/low  
acceptance of uncertainty

Andy Grove 
(Intel)

Explorer/focus on change/high  
acceptance of uncertainty

Steve Jobs 
(Apple, Pixar, 
Next)

Information processing and decision-making style
[Eisenhardt, 1990; Heracleous, 1998; Hodgkinson and 
Sparrow, 2002; Steptoe-Warren et al., 2011; Goldman  
et al., 2017]

Holistic view/fast decision-making Jeff Bezos 
(Amazon)

Analytical view/slow decision-making Bill Gates 
(Microsoft)

Perception of environmental hostility and approach  
to other actors
[Crouch, 1998; Horowitz and Kenerly, 2014]

Focus on competition/environment  
perceived as hostile

Travis Kalanick 
(Uber)

Focus on cooperation or game/environment 
perceived as friendly

Dirk Rossmann 
(Rossmann)

Reliance on data
[Mintzberg, 1994; Heracleous, 1998;  
Jelenc, Swiercz, 2011]

Rational/calculating Elon Musk 
(SpaceX, 
Tesla, PayPal, 
Hyperloop)

Generative/intuitive Howard Schultz 
(Starbucks)

Level of participation in strategic thinking
[Bonn, 2005; Johnson, 2007; Godet, 2010;  
Goldman et al., 2015; Olson and Simerson 2015]

Individual thinking Mark Zuckerberg 
(Facebook)

Collective thinking Phil Knight (Nike)

Reliance on purpose and orderliness
[Mintzberg, 1994; Johnson, 2007; Olson and  
Simerson, 2015]

Strategic thinking as a deliberate process/
strategy making as a ritual

Tim Cook (Apple)

Strategic thinking as an emergent process/
strategy making as an event

Sam Walton 
(Walmart)

Source: Own work based on literature review and biographical studies.
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Abstract: Sales associates need emotional intelligence (EI) in dealing with job stress and perceived job 
satisfaction. So far, there has been no research that explains the effect of job stress on job satisfaction with 
EI as a mediating variable in the sales associate profession. This study examines EI’s role in managing job 
stress allows sales associates to achieve job satisfaction. The population in this study is comprised of sales 
associates in Jakarta-Indonesia, who work in malls that target middle to upper-class level customers, with 
a sample size of 100 respondents. The sampling technique used was accidental sampling; the analysis uses 
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of EI, the stronger the extent to which the relationship between job stress and job satisfaction is mediated.
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1  Introduction
Job satisfaction is a condition that organizations must strive for because it affects organizational output, 
such as turnover intention, absenteeism, work performance, and commitment [Masihabadi et al., 2015; 
Esmaeilifar et al., 2020]. Job satisfaction is positively related to life satisfaction, good compliance with 
organizations’ goals [Lambert et al.. 2005; Lambert et al., 2007], and quality of service [Lee, 2018]. Job 
satisfaction is an essential criterion for an organization and its employees [Masihabadi et al., 2015; Yeh 
and Hsieh, 2017]. Job satisfaction is reflected in employees’ reactions to situations and conditions at work 
[Yeh and Hsieh, 2017]. The dimensions of job satisfaction are the job itself, relationships with superiors, 
relationships with coworkers, working conditions, rewards, and recognition [Sharma, 2017].

Many factors determine job satisfaction. The work itself, personality, attitudes, and values affect job 
satisfaction, but job satisfaction itself has the most significant influence on job satisfaction [Griffin et al., 
2017]. Lee [2018] suggests that training in emotional intelligence (EI) skills can increase job satisfaction. 
Previous studies stated the impact of job stress on job satisfaction. Job stress will lead to low job satisfaction 
[e.g., Masibahadi et al., 2015; Beason, 2015; Uysal, 2019; Jin and Lee, 2019; Esmaeilifar et al., 2020].

Many studies declare that EI correlates with other variables. Some of them are as follows: Guy & Lee [2015], 
examines how EI mediates emotional labor; Knezevic et al. [2021], research EI and job satisfaction as predictors 
of emotional labor; Lu et al. [2020] discuss the dynamic role of EI on the relationship between emotional labor 
and job satisfaction; Lee [2018] stated how EI relates to job satisfaction and burnout. Lee et al. [2020] researched 
EI, job satisfaction, emotional exhaustion, and subjective well-being; Hur et al. [2014] discuss the mediating 
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effect of EI and the role of chronological age and work experience on emotional labor; Delpechitre and Beeler 
[2018], write about the impact of EI on salespersons’ influence on emotional labor strategies and customer 
outcomes, and many others.

Research on EI has also been conducted in professions and work fields, including the following: 
salespersons [Delpechitre and Beeler, 2018], public service [Guy and Lee, 2015; Lee, 2018; Lu et al., 2020], 
travel agencies [Knezevic et al., 2021], elementary school English as a Foreign Language (EFL) teachers 
[Kang, 2020], high school athletic directors [Lee et al., 2020], HR professionals [Santos et al., 2015], team 
members [Liu and Liu, 2013], leaders in public human service [Ruestow, 2008] and tourism [Prentice et al., 
2020], attorneys [Beason, 2015], and employed persons [Peters, 2016]. This research explains that there are 
many organizational and professional fields where employees need EI to succeed.

A salesperson’s EI is the ability to perceive, understand, and regulate emotions to facilitate interaction 
with customers [Delpechitre and Beeler, 2018]. A job as a sales associate is synonymous with a salesperson 
who works explicitly in malls and serves customers. Sometimes there is a stereotype that salespeople are 
trying to solicit customers dishonestly by providing inaccurate information about products or services 
and excessive information about advantages that are not in conformity with reality [Delpechitre and 
Beeler, 2018]. This stereotype needs to be changed, wherein EI is the basis for sales success [Delpechitre 
and Beeler, 2018]. The authors argue that EI is needed for salespeople in general and specifically for 
sales associates. This argument supports the notion that every job that places employees who must 
relate to others requires managing emotions [Guy and Lee, 2015]. Of course, jobs held by sales associates 
require them to relate to people, especially customers; every day needs emotional management. The job 
and duties of a sales associate may vary in each company. However, in general, he/she represents the 
company and assists customers with tailoring customer needs and finding the right product or service. 
As the company representative who is face-to-face with customers, sales associates are responsible for 
handling each customer and answering all customer questions regarding the products and services.  
A sales associate must continuously update their knowledge of products, services, and company policies 
to serve customers optimally.

Accompanying customers in the store and serving customers when making transactions finally make 
customers to undergo a pleasant and satisfying shopping experience. Handling complaints is an integral 
part of the sales associate’s job. Sales associate service starts with welcoming the customer the first time 
they step into the store, then helping the customer by answering any questions they have about the 
purchase they want to make. They are also in charge of assisting customers with item exchanges, refunds, 
and resolving other common complaints.

So far, there is no previous study that explains the effect of job stress on job satisfaction with EI as a 
mediating variable in the sales associate profession. Peters [2016] has tested the relationship between job 
stress and job satisfaction with EI and organizational citizenship behavior as mediating variables. He found 
that job stress has no negative effect on job satisfaction, and EI and organizational citizenship behavior 
partially mediate the relationship between job stress and job satisfaction. A stressful sales associate’s job 
can affect job satisfaction, but that relationship should be mediated by EI.

The research purpose is: Does EI mediate the effect of job stress on job satisfaction of sales associates?

2  Literature review

2.1  Job stress on job satisfaction

Rosen and Hochwarter [2014] define job stress as stress related to one’s job. Five stressors that can cause 
significant job stress include work-home conflict, role ambiguity, work overload, privacy invasion, and job 
insecurity [Moore, 2000; Rutner et al., 2008; Ayyagari et al., 2011]. Major personal factors of job stress are 
exhaustion, burnout, cynicism, self-doubt, and lack of work knowledge. Environmental factors of job stress 
are job demands, lack of support, organizational factors, autonomy, role ambiguity, role conflict workload, 
and interpersonal conflict [Beason, 2015].
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Job satisfaction is defined as an emotional or affective reaction to a job [Janssen, 2001; Morris and 
Venkatesh, 2010] or individual attitudes about their job [Avolio et al., 2004; Chen et al., 2017]. Factors 
that affect job satisfaction are the job itself, salary or wages, supervision, promotion opportunities, and 
coworkers [Luthans, 2006; Robbins and Judge, 2017]. Luthans [2006] also stated that an emotional response 
to a job situation is called job satisfaction, and it is often determined by how well results meet expectations. 
Suppose organizational members feel job dissatisfaction. In that case, they will have a negative attitude 
toward work, supervisors, and coworkers; but, if they feel they are treated well and are paid reasonably, 
they tend to have positive attitudes toward work. Job satisfaction represents some attitudes that relate to 
one another, which are the essential characteristics of the job about which people responded. According to 
Robbins and Judge [2017], some of the consequences of dissatisfied employees are exit, voice, loyalty, and 
neglect.

Aluculesei et al. [2015] stated that job stress affects both employees and management, and job stress is 
an essential determinant of employee’s job satisfaction. Job stress can affect job satisfaction. The correlation 
between job stress and job satisfaction is negative [Fairbrother and Warn, 2003]; on the other hand, Ahsan 
[2009] shows that the relationship between work pressure and job satisfaction is negative. Previous research 
found that increases in job stress tend to decrease job satisfaction [Beason, 2015]. The existence of job stress 
will reduce job satisfaction [Lambert and Paoline, 2010]. Several other studies have also stated that job 
stress is related to job satisfaction [Bakker and Demerouti, 2007; Morris and Venkatesh, 2010]. Masihabadi 
et al. [2015] argued that job stress has a negative effect on organizational commitment and job satisfaction, 
and through organizational commitment, job stress has a negative effect on job satisfaction.

2.2  EI and job stress

The ability to perceive, access, and generate emotions to assist thought, understand emotions, and 
reflectively regulate emotions to promote emotional and intellectual growth is the definition of EI [Mayer 
and Salovey, 1997]. EI can be explained as someone’s ability to recognize and manipulate emotional 
information and understand to manage self and others [Lopes, 2016].

Emotion is believed to perform many vital functions, such as prioritizing incoming information, focusing 
attention on matters of immediate concern, and motivating individuals to take the necessary actions. EI is 
not determined at birth [Goleman, 1995]. The five domains of EI are self-awareness, self-regulation, self-
motivation, social skills, and empathy. It is self-awareness if someone can recognize emotions when they 
occur. Self-awareness means being alert to moods or thoughts about moods or not getting lost in emotions. 
Self-awareness is a quality characterizing a person who can realize emotions or self-awareness of emotions 
and is not blind to his/her own emotions, including labeling each emotion felt appropriate. Recognizing 
these emotions or self-awareness of emotions is the basis of EI. Self-regulation; someone who can regulate 
themselves can also manage and express emotions. Self-motivation; organizing emotions is very closely 
related to self-motivation and being creative. People who can control their emotions are the foundation of 
success in all areas. Self-motivated people tend to be more productive and effective at whatever they do. 
Empathy is feeling what other people feel, understanding their perspectives, and being in harmony with 
various people. People who have empathy can pick up on hidden social signals, realizing what other people 
need or want. Such persons are suitable for nursing, teaching, sales, and management jobs. Social skill places 
emphasis on the premise that people who are capable of social relationships are emotionally intelligent. 
Emotionally intelligent people will build relationships with other people; they can enjoy friendship with 
sincerity. These qualities mark people who excel in real life and the workplace: stars and those whose 
intimate relationships flourish. These are also the hallmarks of compassion, altruism, character, and self-
discipline – essential capacities needed in society. EI is not determined at birth [Goleman, 1995].

EI can be described in a “Four-pronged Model” [Mayer et al., 2004]: Branch 1 reflects the perception of 
emotions and involves the capacity to recognize emotions in others’ facial expressions and body postures. 
Branch 2 demonstrates the capacity of emotions to influence thinking. Branch 3 reflects the capacity to 
analyze emotions, appreciate the tendencies over time, and understand their results. Branch 4 involves 
managing emotions (as an aspect of personality). Within each branch lies a range of skills ranging from 
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simpler to more sophisticated. People with fair operational use of EI will be more effective thinkers than 
those with low usage.

Controlling emotions when things get stressful can be a challenge. The presence of stress in everyday 
life compromises our ability to regulate emotions effectively. Indeed, negative influence suggests playing 
a critical role in our failure to exercise self-regulatory control over our thoughts and behavior. However, 
the direct relationship between physiological stress response and cognitive control of emotions had not 
been studied. In that study, we attempted to explore how cognitive regulation of emotions is affected by 
acute stress induction [Otto et al., 2013]. Nikolaou and Tsaousis [2002] and Burnett and Pettijohn [2015] 
found that EI has a negative effect on job stress. This study explains that employees who can manage 
their emotions well tend to have a low level of work stress. Higher EI can improve leadership skills and 
management performance [Van Wart, 2010]. Wisker and Poulis [2014] use four dimensions of EI: self-
emotional appraisal, use of emotion, regulation of emotion, and other’s emotional appraisal. The results 
showed that the four dimensions were positively related to adaptive selling behavior, but only the other’s 
emotional appraisal positively correlates with sales performance.

2.3  EI and job satisfaction

Research conducted by Seyal and Afzaal [2013] shows that all EI dimensions affect job satisfaction. EI can 
create pleasure in the workplace, influence efficient management and job satisfaction, and contribute to 
emotional development. Ealias and George [2012]; Rezvani et al. [2016]; and Lopez and Extremera [2017] 
have studied and also shown that EI has a positive effect on job satisfaction. Employees who have high EI 
are aware and can control emotions well in the workplace and affect job satisfaction. EI is vital for emotional 
labor and job satisfaction [Knezevic et al., 2021]. EI positively correlates with job satisfaction, creativity, and 
job performance [Lassk and Shepherd, 2013].

In research conducted by Seyal and Afzaal [2013], it is stated that the dimensions of EI affect job 
satisfaction. EI is considered a strong predictor of job satisfaction. Besides, Shooshtarian et al. [2013] 
found a relationship between EI and employee performance and job satisfaction. Employees with EI and 
high emotional control abilities will produce high performance and job satisfaction because they are good 
at assessing and regulating their emotions and aware that emotions affect a person’s behavior and work 
results.

Not all dimensions of EI affect job satisfaction, but only self-awareness, which is important in enhancing 
job satisfaction. In this case, emotional self-awareness contributes to job satisfaction with public service 
workers [Guy and Lee, 2015].

2.4  EI, job stress, and job satisfaction

In the workplace, EI is seen more as an ability and not as a personality trait [Guy and Lee, 2015]. Individuals’ 
ability to perceive, understand, and express emotions coupled with the ability to generate and regulate 
feelings must be involved in optimizing the application of EI [Salovey and Mayer, 1990; Mayer and Salovey, 
1997].

Peters [2016] examines the relationship between job stress and job satisfaction, with EI and 
organizational citizenship behavior as mediating variables. Data processed with Partial Least Square-
Structural Equation Modeling PLS-SEM found that job stress had no negative impact on job satisfaction, 
but EI and organizational citizenship behavior partially mediated.

The mediation analysis stage is to introduce EI into the model as a mediating variable. The mediation 
analysis results show that job satisfaction and EI decrease when work pressure increases, while job 
satisfaction increases when EI is higher. Based on the above, the hypothesis put forward is as follows:

Hypothesis: The higher the level of EI, the stronger the extent to which the relationship between job 
stress and job satisfaction is mediated.
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3  Methods

3.1  Participants

Jakarta is the capital city of Indonesia. Jakarta in 2019: the population was 10,557,810 inhabitants (rate 
of growth is 1.19% per year), and the population density was 15,900 people each km2. Total number of 
economically active people amounted to 5,157,878; provincial minimum wages and inflation amounted 
to 3,940,973 rupiahs and 3.23%, respectively. The human development index (HDI) was 80.76% and still 
ranked the highest HDI in Indonesia’s provinces. [Badan Pusat Statistik Provinsi DKI Jakarta, 2020].

The duties and responsibilities of a job as a sales associate have become factors that trigger stress. 
Sales associates are required to be able to meet store sales targets and individual sales targets. Through 
an interview session with several sales associates, the researchers found an overview of a store’s target. 
When an outlet has a sales target of 500,000,000 rupiahs per month and five sales associates in the store, 
each sales associate has a sales target of 100,000,000 rupiahs per month. The outlet also has an average 
transaction unit of three quantities per bill, which means that sales associates must sell at least three 
products in one transaction or one account. We conclude intense competition between sales associates, 
even in the same store, to achieve individual sales targets.

This study’s sampling method is non-probability sampling, which is that not all subjects have an equal 
opportunity to be chosen as a sample [Kerlinger and Howard, 2000]. The sampling technique used was 
accidental/convenient sampling. This technique is used because researchers do not know with certainty 
the number of populations accurately.

Data collection was carried out by distributing questionnaires to respondents in February–March 2020. 
The questionnaires were distributed to respondents who worked as sales associates in malls targeting 
middle to upper-level customers in downtown Jakarta. Investigators directly contact sales associates 
outside of working hours or during breaks and ask their willingness to participate in this survey voluntarily, 
and the confidentiality of data is guaranteed. Those who were selected as respondents were asked to fill 
out a complete questionnaire accompanied by the investigator. This process begins with the investigator 
explaining the purpose of this study, asking the respondent’s willingness to voluntarily be involved in the 
research, explaining how to fill out the questionnaire, and explaining the meaning of the statement if there 
are items that the respondent does not understand. If there are sales associates who, after reading the items 
in the questionnaire, change their minds and object to participating, they can return the questionnaire to 
the investigators. The questionnaire distributed by the author contains questions equipped with answers in 
the form of a Likert scale. This study distributed questionnaires to 123 respondents, but 23 were excluded 
because of incomplete answers. The proportion of valid answers was, therefore, 100/123 = 81.3%.

Demographic analysis of the sample shows that 56% are male and 44% female. Age was in the 
following range: between 21 years and 25 years, 64%; less than 20 years old, 21%; and the rest are between 
26 years and 30 years old. Education: 84% are undergraduate degrees, and others are diploma and senior 
high school. Marital status: 94% married and do not have children. Meanwhile, monthly revenue is 54%, 
ranging from 3 million to 5 million rupiahs (1 IDR equal about 0.000068 USD).

3.2  Instrument

The instrument used to measure EI, job stress, and job satisfaction in this study is a questionnaire. The 
questionnaire used is a valid and reliable instrument because it has been tested in previous studies. 
The questionnaire, which is originally in English, is translated into Indonesian to be understood well 
by respondents. The questionnaire consists of four parts. The first part covers socio-demographic 
characteristics. The second part is the questionnaire of EI. The third part is the job stress questionnaire, 
and the fourth part is the job satisfaction questionnaire. The questionnaire distributed contains questions 
equipped with answers, using a Likert scale 1–6, from strongly disagree (1) to agree strongly (6).

Reasoning that takes into account emotions is mentioned as EI [Mayer and Geher, 1996]. Measurement 
of EI variables adapted from EI questionnaire [Leadership Toolkit: (EI) Emotional Intelligence 
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Questionnaire, [2019]], consists of five dimensions, namely self-awareness, motivating oneself, managing 
emotions, social skills and, empathy, with a total of 16 items. Example of items: Soon, I realize when 
I lose my temper, I understand why my actions sometimes can offend others, I am good at reconciling 
differences with others, etc. The validity and reliability test results for EI show that the scale used was 
valid and reliable (correlation coefficient EI ranging from 0.332 to 0.597, significant at α = 0.05; Cronbach’s 
alpha EI coefficient = 0.736).

The job stress variables referred to in this study include five dimensions that can cause job stress: 
work-home conflict, work overload, invasion of privacy, role ambiguity, and job insecurity [Peters, 2016]. 
Measurement of job stress variables is made using instruments adapted by Peters [2016], consisting of 18 
items. Examples of items: Worrying about what is going on at home makes it difficult for me to do my 
job; it often seems that I have too much work for one person; I feel my company could violate my privacy 
by tracking my work activities using technology, etc. The validity and reliability test results for job stress 
variables show that the scale used was valid and reliable (correlation coefficient job stress ranging from 
0.325 to 0.680, significant at α = 0.05; Cronbach’s alpha coefficient job stress = 0.745).

The job satisfaction variable questionnaire was adapted from Winata [2017] based on the theory stated 
by Colquitt et al. [2015]. Job satisfaction has five dimensions, namely: satisfaction with the work itself, 
coworker satisfaction, supervision satisfaction, promotion satisfaction, and pay satisfaction, consisting of 
20 items. Examples of items: I am satisfied with the work I do and my pay and I am satisfied with the way 
I relate with my coworkers, I am satisfied with the competence of my supervisor in making decisions, etc. 
The validity and reliability test results for job satisfaction variables show that the scale used was valid and 
reliable (job satisfaction’s correlation coefficient ranged from 0.490 to 0.712, and significant at α = 0.05; 
Cronbach’s alpha job satisfaction coefficient = 0.755).

3.3  Statistical analysis

The analysis method to test this research model uses The Simple Mediation Model [Hayes, 2013] with Macro 
Process, which is processed through SPSS Process 22.0 for Windows using ordinary least squares and 
logistic regression path analysis modeling.

4  Results

4.1  Analysis of the simple mediation model (Preacher-Hayes)

To test the mediation variable to determine how it affects the relationship between the independent and 
dependent variables, the authors conducted a path analysis test. It was the Preacher–Hayes (the simple 
mediation) model, using Model = 4; Y = job satisfaction; X = job stress; and M = EI.

From Table 1, we found that the correlation coefficient between job stress and EI is 0.2533 with a 
determination coefficient of 0.0641. The correlation coefficient between job stress and EI on job satisfaction 
is 0.4423, with a correlation coefficient of 0.1957. On the total effect with the outcome of job satisfaction, the 
correlation coefficient is 0.0267, and the determination coefficient is 0.0007.

It can be seen that the positive and significant effect of job stress on EI is from the value of p = 0.0110  
< α = 0.05 with a coefficient of 0.1628. Furthermore, there is a positive and significant influence between the 
EI variable on job satisfaction based on the p-value = 0.0000 < α = 0.05 with a coefficient of 0.8216. There is 
no significant difference between job stress and job satisfaction based on the value of p = 0.7923 < α = 0.05 
with a coefficient of −0.0309.

The direct effect of the independent variable (job stress) on the dependent variable (job satisfaction) is 
not significant; p-value = 0.1340 > α = 0.05 with a coefficient of 0.2011.

Table 4 shows the results of the indirect effect: the job stress (independent variable) on job satisfaction 
(dependent variable) and EI (mediating variable). It can be seen that the output results above produce 
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Table 1. Model Summary of test results

Model R R-sq MSE F df1 df2 p

Outcome EI 0.2533 0.0641 65.0043 6.7161 1.0000 98.0000 0.0110

Outcome job satisfaction 0.4423 0.1957 182.9371 11.7975 2.0000 97.0000 0.0000

Outcome job satisfaction (total 
effect model)

0.0267 0.0007 224.9553 0.0697 1.0000 98.0000 0.7923

EI, emotional intelligence.

Table 2. Test results

Model Description coeff se T p LLCI ULCI

Outcome EI Constant 66.9099 4.9246 13.5869 0.0000 57.1372 76.6826

Job stress 0.1628 0.0628 2.5915 0.0110 0.0381 0.2875

Outcome job 
satisfaction

Constant 38.5400 14.0290 2.7472 0.0072 10.6963 66.3837

Job stress −0.1646 0.1089 −1.5112 0.1340 −0.3809 0.0516

EI 0.8216 0.1695 4.8486 0.0000 0.4853 1.1580

Outcome job 
satisfaction (total 
effect model)

Constant 93.5165 9.1611 10.2080 0.0000 75.3366 111.6965

Job stress −0.0309 0.1169 −0.2641 0.7923 −0.2628 0.2011

EI, emotional intelligence.

Table 3. Direct effect of X on Y

Effect SE T p LLCI ULCI

0.2011 0.1089 −1.5112 0.1340 −0.3809 0.0516

Table 4. Indirect effect of X on Y (Hypothesis test results)

Effect Boot SE BootLLCI BootULCI

EI 0.1338 0.0559 0.0203 2791

EI, emotional intelligence.

BootLLCI  =  0.0203 and BootULCI  =  0.2791, so it means that the EI variable has a significant effect as a 
mediating variable. The EI variable fully mediates the effect of job stress on job satisfaction, and we 
conclude that the hypothesis is accepted. It is proven: the higher the level of EI, the stronger the extent to 
which the relationship between job stress and job satisfaction is mediated.

5  Discussion
This study aims to test whether EI mediates job stress on the job satisfaction of sales associates. We find that 
job stress and job satisfaction have a significant influence through EI as a mediation. It means that EI can 
strengthen the relationship between job stress and job satisfaction. These findings are in line with Peters’s 
[2016] research, which shows that employees who are high in EI are less likely to be dissatisfied with their 
work when faced with stressful situations at work than employees who are low in EI. This study also adds 
to the list of studied professions, which require EI to increase job satisfaction. The professions that were 
studied before included salespersons [Delpechitre and Beeler, 2018], public service [Guy and Lee, 2015; 
Lee, 2018; Lu et al., 2020], travel agencies [Knezevic et al., 2021], elementary school EFL teachers [Kang, 
2020], high school athletic directors [Lee, et al., 2020], HR professionals [Santos et al., 2015], team members 
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[Liu and Liu, 2013], leaders in public human service [Ruestow, 2008] and tourism [Prentice et al., 2020], 
attorneys [Beason, 2015], and employed persons [Peters, 2016]. Thus, it is important to improve EI from sales 
associates because it can mediate job stress on job satisfaction. Previous studies have also suggested that a 
salesperson’s EI is an important skill needed by a salesperson to enhance customer outcomes [Delpechitre 
and Beeler, 2018].

According to Goleman [1995], EI is not fixed at birth. EI is an ability and thus can be developed through 
education and management training programs [Goleman, 2001; Guy and Lee, 2015; Delpechitre and Beeler, 
2018]. Providing training about how to improve EI may increase job satisfaction [Lee, 2018]. Other than that, 
having a mentor at work will help to improve EI. EI training must adjust to the needs of sales associates, 
on a dimension that is needed to improve. So, training is not generally to improve abilities in EI but to 
achieve a more specific dimension of EI. Sales coaching also needs to be emphasized in the training of sales 
associates. This training should regulate their emotions and the means to use them and the customer’s 
emotions. The role-play method in training is essential because it can help understand customer emotions, 
be empathetic, and then express genuine emotion [Delpechitre and Beeler, 2018].

Besides, it is better if companies have sales associates with high EI through training and development 
and the recruitment and selection process. For companies to find sales associates who can handle stress 
and have high EI, a fair recruitment process should be carried out. The recruitment process is the earliest 
stage in obtaining prospective employees according to company needs. Therefore, companies should not 
ignore psychological tests, depth interviews, and reference checks during the recruitment process. To find 
those with high EI is very important, especially in the dimensions of self-awareness and emotion regulation 
[Lee, 2018], because this can reduce emotional exhaustion and increase customer satisfaction [Knezevic 
et al., 2021]. EI is also important to apply in the following stages of sales associates in the organization, 
and this is supported by Ruestow’s [2008] argument that EI can be implemented in the selection, training, 
placement, and promotion processes, as well as to evaluate employee career success.

Sales associates are jobs that interact directly with customers. Sales associates cannot avoid greeting 
and handling demanding customers because they have to serve every customer who enters the store. 
Moreover, the respondents of this study are sales associates who work in malls that target the upper-middle 
level, where customers want to be treated special because the products they are going to buy are expensive 
and show the respondent’s social class. Sometimes this type of customer is more demanding than customers 
who buy mass products. Therefore, sales associates need to reduce their emotions when serving customers 
who are dissatisfied or facing unexpected events. When the sales associate can control his emotions, it will 
be easier for the sales associate to think effectively to find the right solution to the customer’s complaints. 
Sales associates who have high EI abilities can understand customer emotions and the emotional changes 
that occur and regulate their emotions.

Meanwhile, suppose the sales associate has low EI. What can happen is that the sales associate will 
ignite his emotions in the end; the behavior and actions taken by the sales associate significantly affect the 
good reputation of the company. This condition is almost similar to job salespersons in general [Delpechitre 
and Beeler, 2018] and public service workers because public service jobs involve an intense emotional focus 
on being served [Lee, 2018; Lu et al., 2020]. According to Lu et al. [2020], service workers require emotive 
skills, such as perceiving others’ emotions and managing their own emotions, mentioned as EI. They need 
to code and decode every emotion and manage emotions to deal with work’s emotional demands. All of this 
ultimately will increase job satisfaction.

Although EI is essential to improve, not all EI dimensions affect job satisfaction. There are three 
dimensions of EI: emotional self-awareness, emotion regulation, and emotional other awareness, but only 
emotional self-awareness affects job satisfaction [Guy and Lee, 2015]. Our study’s dimensions of EI are not 
entirely the same as Guy and Lee [2015], but self-awareness is one of the emotional dimensions we studied. 
Referring to the research results by Guy and Lee [2015], we propose that in EI training for sales associates, 
the self-awareness aspect should be emphasized more because it affects job satisfaction the most. This 
result is reinforced by Lee [2018], which emphasizes that people who work in public services may consider 
assessing EI, especially in emotional self-awareness and emotion regulation dimensions.

The authors argue that increasing EI in sales associates, especially in the dimension of self-awareness, 
will minimize the stereotype that salespeople are trying to find customers by being dishonest about products 
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or services and providing excessive information about excellence that deviates from reality [Delpechitre 
and Beeler, 2018]. Suppose a sales associate does not have high EI in perceiving and uses his emotions. 
In that case, emotion regulation will lead to automatic emotions that can lead to negative perceptions 
from customers [Delpechitre and Beeler, 2018]. Wisker and Poulis [2014] found that all dimensions of EI 
are positively related to adaptive selling behavior. The ability of a salesperson to perceive, understand, 
regulate, and authentically express emotions should impact the customer’s attitude and behavior in the 
pre-purchase stage of the sales process [Delpechitre and Beeler, 2018]. An increase in EI will make sales 
associates behave more genuinely and authentically. This good EI will be felt by customers or buyers, which 
in the end, makes customers feel comfortable being served by these sales associates. In the end, EI and the 
ability to express emotions are recognized as important aspects of sales success [Weitz et al., 2001].

6  Limitation and suggestion for further research
This study contributes to the EI domain, but we realize that there are some limitations. This study does 
not identify how EI skills relate to the performance of emotional work, which is called emotional labor. 
Emotional labor is emotive behavior in the workplace and is implementing EI to fulfill work demands. 
Emotional labor is essential in the workplace; this involves emotive sensing, evaluating the emotion, 
choosing the best response, and ultimately behaving most appropriately with the emotions expressed [Guy 
and Lee, 2015]. EI, if practiced in skill, will generate emotional labor. So, to display labor performance, an 
individual needs to have EI. The higher a person’s EI, the greater the precision with which he should display 
his emotional labor. Future research can be improved by adding an emotional labor variable.

Guy and Lee [2015], in their study, found that only self-awareness positively affects job satisfaction 
from the EI dimension; this indicates that employees who have self-awareness will be more satisfied 
with their work. Thus, emotional self-awareness plays a vital role in achieving employee job satisfaction. 
Unfortunately, our research did not examine the mediation effect of EI per dimension, so it is unknown 
whether the EI dimensions related to job satisfaction are only self-awareness or there are other dimensions 
also relate. For future research, we suggest that the effects of EI can be examined per dimension.

In the future, for a complete assessment, the tool for assessing the emotional level of sales associates 
is not only based on self-assessment. However, it can also be equipped with observations from experts 
and other psychological test tools. Future research could include sales associates in Jakarta and all major 
cities in Indonesia. The result can compare between cities. Research could also be implemented for sales 
employees in other industrial fields. The results of this study cannot be generalized to all areas of sales, 
especially in this era when many sales are not face-to-face but online.

7  Conclusions
Based on the results, we conclude that the higher the level of EI of sales associates in Jakarta, Indonesia, the 
stronger the extent to which the relationship between job stress and job satisfaction is mediated. Thus, it is 
important to improve sales associates’ EI because it can mediate job stress on job satisfaction. EI is an ability 
and can improve through training programs. EI training should adjust to the needs of sales associates, on a 
dimension that needs improvement. Future research should identify how EI skills relate to emotional labor.
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Abstract: The purpose of the paper is to present an innovative business model, the SaHo Model, designed 
specifically to enable the Polish government to implement nuclear power development plans, which can be 
possibly used in other countries and in sectors requiring high capital expenditures. The SaHo Model solves 
the problems identified in the nuclear energy sector, which are related to high investment risk and high 
costs of capital at the investment stage, and ensures revenues after connection to the grid. Since the state 
is the investor at the initial stages, it takes over most of the risk in the short term. Selling the shares before 
connection to the grid, the state significantly reduces the financial involvement in the long term. From 
then on, the SaHo Model works similar to the Finnish Mankala or American electric cooperative models, 
producing and selling energy to their shareholders at production costs. None of the models used so far in 
nuclear energy provides such opportunities. The SaHo Model allows to enhance the competitiveness of the 
national industry and to increase public acceptance for nuclear power. Thus, it is not only a business model 
but also a concept for the functioning of the nuclear industry.

Keywords: business model, nuclear power development
JEL Classification: G18, G31, Q48

1  Introduction
Over half a century ago, Milton Friedman – in his letter to the Time magazine – wrote this famous sentence: 
In one sense, we are all Keynesians now; in another, no one is a Keynesian any longer [Barro, 2008]. During 
the financial crisis more than a dozen years ago, Robert Lucas also referred to Keynes: Well, I guess everyone 
is a Keynesian in a foxhole, but I don’t think we are there yet [Fox, 2008]. The question is worth asking: 
are we there now? In the opinion of many economists, politicians, governments, and organizations, we 
now stand at the threshold of the next economic crisis, possibly the biggest one since the Second World 
War [Największy…, 2020]. Perhaps it is not a foxhole of Lucas anymore, but the black hole of Wheeler 
[Hawking, 2003]. Being optimistic about the matter, it can be concluded that we are still on the border, on 
the event horizon. So, there is a chance that, with gargantuan effort, we can escape the crisis force of gravity 
pulling the economy into the very center of the economic black hole. In such circumstances, actions taken 
by decision makers should be innovative, brave, and forward-looking. Dare mighty things – as Theodore 
Roosevelt [1899] spoke and as the message encoded on the National Aeronautics and Space Administration 
(NASA) Mars rover parachute states [Dare Mighty Things, 2021].
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The purpose of this paper is to present an innovative business model, the SaHo Model, which – in the 
strong belief of the Authors – can be used by the Polish government for implementation of Polish nuclear 
power development plans. The SaHo Model solves the problems identified so far in the nuclear energy 
sector, which are related to high investment risk and high costs of capital at the investment stage, and also 
ensures revenues after connecting to the power grid. The SaHo Model is so flexible and universal that it 
may be used also in other countries and sectors requiring high capital expenditures. The SaHo Model is 
presented in the final section of the paper.

Section 2 contains an economic literature review on the role of the state in the economy. In this context, 
in Section 3, the problem of energy security is introduced and the role of nuclear power is discussed. 
The development of nuclear power is postulated and formalized in documents adopted by the Polish 
government. In Section 4, obstacles blocking the expansion of nuclear power in the world and models used 
to solve them are identified. Section 5, as already mentioned, is dedicated to the presentation of the new 
SaHo Model formulated by the Authors and designed for Polish nuclear power.

2  Role of government in the economy – theoretical approach
Defining the role of the state in the economy is an important issue in the theory and practice of economics. 
There is a regular feature: acceptance for increasing the role of the state rises in the face of an economic 
crisis [Madej, 2018]. Keynes demanded government intervention, e.g., in the form of financing investments, 
arguing that a free market economy cannot function without the support of the state. The government 
should actively support the economy through fiscal and monetary policies and create proper conditions for 
the development of enterprises. This is what governments did after the collapse of the financial system in 
2008: in line with Keynesian prescriptions, they introduced “stimulus packages” that included “rescuing” 
banks, issuing money, providing tax breaks and subsidizing private spending, and increasing public 
spending financed by credit [Skidelsky, 2015].

The role of the state is also to support and protect infant industries against foreign competition, e.g., 
in the form of duties or subsidies [Spałek, 2015]. Tutorial protectionism, despite the social costs that may 
occur in the short run,1 has a positive impact on the efficiency and development of the domestic industry 
in the long run. In addition, after the period of protection, domestic enterprises can successfully compete 
with foreign ones [Myszczyszyn, 2012]. It seems that the development of new types of economic activities 
directing the produced goods mainly to the domestic market (e.g., electricity) deserves state protection. 
The need to support new technologies on the electricity market has been recognized also by the European 
Commission (EC) [European Economic and Social Committee, 2014].

In three out of five models of the state proposed by Fred Block (macroeconomic stabilization state, 
developmental state, and public goods state), the authorities are assigned to play an active role in the 
economy [Morawski, 2001]. The implementation of social and economic goals, which the market and 
traditional (regulatory and fiscal) tools of economic policy2 cannot cope with, may take place with the use 
of proprietary instruments, e.g., through state-owned enterprises (SOEs). These are enterprises controlled 
by the state (directly or indirectly), irrespective of the ownership share. Many companies in the world are 
controlled by the state holding 20%–25% share in the ownership [Bałtowski, 2018]. In the European Union 
(EU) countries, Japan, and the USA, there are companies controlled by the government through personal 
ties or by unwritten contracts (phenomenon of overlapping business and politics – “revolving door”). In 
recent decades, the importance of SOEs has increased, which is referred to in the literature as “the return of 
state-owned enterprises”. In 2004, 14 SOEs from the Fortune Global 500 list were active in the energy sector; 
in 2016, there were already 32 such enterprises [Bałtowski, 2018].

1 This may temporarily reduce the social surplus, but eventually, protection will be removed, and prices will move to a level 
comparable to that abroad.
2 Tools of economic policy such as smoothing business cycles, correcting market failures, stabilizing employment, stimulating 
aggregate demand through increased investment expenditure – especially during an economic downturn – but also infrastruc-
ture investments, especially with a long investment horizon and a high level of risk, and even the production of public goods.
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Monetarists admit that in times of crisis, the economy may need stabilization measures. However, 
it should be sufficient to keep interest rates low because it favors investment and allows the control of 
unemployment [Krugman, 2015]. Keynes, however, perceived a “zero lower bound” of nominal interest 
rates. Central banks cannot lower the interest rates below this rate; consequently, monetary stimulus tools 
do not work indefinitely.3 In such conditions, the state should increase public sector expenditures and apply 
fiscal incentives [Krugman, 2015]. Quantitative easing may not be sufficient as a remedy for an economic 
crisis because the only visible effect will be an increase in the market value of assets, e.g., shares. In fact, 
this is the case of the Warsaw Stock Exchange (WSE). Since Poland started implementation of financial 
support programs for the economy because of Covid-19 pandemic, the value of the Warsaw Stock Exchange 
WIG Index (WIG) index increased by 56% (March 12, 2020 vs March 31, 2021) and the monthly turnover on 
the stocks from the WIG index increased by 38% (March 2020 vs March 2021).4

The economic activity of the state is associated with failures, resulting from limited information and 
control over private markets and bureaucracy [Stiglitz, 2004]. However, ensuring a level of investment 
sufficient to maintain full employment may require “socialization” of the investment and taking 
responsibility for the organization of the investments by the state [Keynes, 2012]. It may also require 
institutional investors (e.g., pension funds) to be involved in the financing of investments because such 
investors do not have to maximize profit (at least in the short run). The role of the state is not only to initiate 
investments but primarily to guarantee successful implementation in difficult socioeconomic conditions 
[Wilkin, 2018].

Currently, in Poland, several large investment projects have been implemented, e.g., the Vistula Spit 
canal, financed entirely from the state budget,5 and the planned construction of the Central Communication 
Port in Baranów.6 These investments need significant support from the state, and they are associated with 
the expected long-term economic benefits. The project that meets both of these criteria and still awaits 
implementation is the Polish Nuclear Power Program (PNPP).

3  Energy security in the context of nuclear power
In October 2020, the Council of Ministers adopted the updated PNPP [Monitor Polski, 2020, p. 946]. The 
Program envisages the commissioning of 6–9 GWe of nuclear capacity between the years 2033 and 2043, 
based on proven large-scale generation III pressurized water reactors. Realization of the Program is justified 
by the need for maintenance of energy security, protection of climate and environment, and economic 
factors. In this article, the environmental issues are omitted because the Authors focus attention on energy 
security and the economic aspects of the problem.

3.1  Selected characteristics of energy security

No single, consistent, and commonly accepted definition of energy security has been developed in the 
literature so far [Nyga-Łukaszewska, 2019]. Pursuant to the Polish Energy Law Act, energy security means 
meeting the current and future demand and needs of customers for fuels and energy in a technically and 
economically justified manner, while maintaining environmental protection requirements. It means the 
present and future guarantee of the security of raw material supplies on the one hand and the processes 
of production, transmission, and distribution of energy on the other. This view on the three dimensions of 
energy security (technical, economic, and environmental) is widespread in the literature [Szablewski and 
Martin 2011].

3 No matter at what level this “zero” bound is located.
4 Own calculations, data from https://www.gpw.pl/statystyki-gpw.
5 Dz.U. 2017 p. 820; initially, the costs were estimated at PLN 880 million, but recently, they have been increased to almost PLN 
2 billion; see Przekop Mierzei Wiślanej [2020].
6 Uchwała nr 173/2017 Rady Ministrów; the initial cost analysis assumed the financing of the basic scope with the amount of 
almost PLN 35 billion, and the Polish Development Fund was mentioned as a potential investor.
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Energy security is recognized as one of the public goods that should be delivered by the state [Stiglitz, 
2004]. There is a debate whether electricity itself can be considered a public good [Billewicz, 2016]. 
Undoubtedly, it is one of the scarce resources, with the price always above zero. Electricity is characterized 
by low price elasticity of demand. The EC emphasized that electricity is an essential basic commodity. 
Universal access to energy should be at the heart of Europe’s energy policy and should be enshrined in the 
European Treaty. A Member State may establish certain public service obligations to supply electricity in 
order to eradicate energy poverty [European Economic and Social Committee, 2014].

Electricity itself should be clearly distinguished from the guarantee of its supply, which is the 
energy security discussed in the article. While electricity may be treated as a commodity, the guarantee 
of its supply at acceptable prices should be considered as public good and provided by the state to 
each recipient. In August 2015, because of heat and drought, there was a power deficit in the Polish 
power system, and “brownouts” were implemented. Economic entities willing to pay the market price 
for electricity7 were forced to reduce the energy consumption from the grid. Therefore, electricity was 
unavailable even for those who were able to and agreed to pay for it [Billewicz, 2016]. Because of the 
brownouts, 55.020 MWh of energy was not delivered. The loss in Poland’s gross domestic product (GDP) 
amounted to at least PLN2015 385 million, and even to PLN2015 607 million (according to various estimates) 
[Wpływ programu…, 2017].

This situation is an example of the strong connection between energy security and the tragedy of 
the commons when resources (capacity in energy sector) are insufficient to meet all the needs. There are 
many possible solutions (e.g., rationing), but the only effective way (in the long run) is ensuring the proper 
conditions for investors to build new generating units, and even incurring a part of the capital expenditure 
by the state. The task of the state, however, is not the production and sale of electricity itself.

Investments in energy infrastructure are characterized by long periods of implementation (especially in 
the case of nuclear projects) and high construction and operating costs. However, these high expenditures 
are essential to meet current and future demands for electricity, resulting from its projected growth, as well 
as the need to replace operating units for zero- and low-emission ones. Nuclear power plants (NPPs) can 
produce huge amounts of energy, affecting the environment in the smallest possible way [NEEDS…, 2009]. 
Thus, nuclear power could be a good response to this growing demand projected and highlighted in the 
document “Energy Policy of Poland until 2040 (EPP2040)” [Monitor Polski, 2021, p. 264].

In Poland, no nuclear unit has been operated so far. In the social memory remains the case of the 
unfinished construction of the NPP “Żarnowiec”, started in 1984 [Jezierski, 2006] and stopped in 1990. 
Financial losses were evaluated as (at least) USD 2 billion [Melańczuk, 2019]. NPPs operate in 13 EU Member 
States and in other European countries, including Switzerland, Russia, Ukraine, and Belarus. Poland is a 
“desert island” on the nuclear map of Europe, importing cheap electricity from nuclear units operating 
in neighboring countries. It seems that a need to build the first NPP in Poland is justified due to not only 
energy security and economic, but also image-related, reasons.

Another dimension of energy security is continuity of electricity supply. In Poland, this is endangered 
due to aging power plants operating in the base load (mainly coal power plants [CPPs]). For the 2030s, 
numerous shutdowns of these plants are planned. NPPs work best as baseload units; therefore, replacement 
of CPPs with NPPs seems to be necessary and natural. This will help to both keep deliveries uninterrupted 
and avoid brownouts. Import of electricity cannot prevent emergencies because no one foreign system 
operator is able to guarantee future intervention delivery. Additionally, import of electricity does not lower 
the prices of electricity on the domestic market but leads to reduction in the production delivered by domestic 
producers. In effect, they lose a fraction of revenues in favor of the electricity importers [Mielczarski, 
2020]. Lower revenues and lower profits mean smaller possibilities to finance subsequent projects in the 
energy sector. Hence, there is a need to create additional mechanisms encouraging entities to undertake 
new investments (e.g., capacity market) [Mielczarski, 2020]. Import of electricity may only increase energy 

7 Setting the market price for electricity is a complex topic; it is not covered in this article; more on this can be found in 
Wojtkowska-Łodej [Michalski, Hawranek, 2014].
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security in some circumstances, and such a slight “technical” import is allowed in EPP2040. However, the 
basic assumption is that the Polish economy is self-sufficient. So, energy security requires, first of all, the 
creation of internal abilities to generate electricity.

Energy security is also a derivative of diversification of fuels and directions of deliveries. In the case of 
nuclear energy, these conditions can be reached easily. Uranium mines and plants manufacturing nuclear 
fuel are located in many countries on different continents [Uranium…, 2018…]. There is also the possibility 
of using unconventional uranium resources in Poland. Delivery of fuel assemblies does not require special 
infrastructure (which is necessary in the case of natural gas and coal), and nuclear fuel may be stored in 
large quantities for a long time. The prices for uranium on world markets are relatively stable, as is the 
share of the cost of the fuel in the total cost of electricity production [Appendix no. 5 in the PNPP]. All the 
circumstances assure the stability of costs of production and prices for consumers. Therefore, it is a key 
factor for enterprises (especially energy-intensive ones) and the whole economy. Moreover, nuclear energy 
is resistant to weather conditions, and this is particularly important in the context of development plans for 
solar and wind energy. It should be underlined that the possibilities for generating renewable energy are 
inadequate in relation to the forecasted demand for energy in Poland.

Thus, nuclear energy has many advantages in terms of energy security. Therefore, the share of nuclear 
energy in the energy mix is projected in the PNPP to reach 23% in 2045. The document also assumes NPPs 
operating at base load of the energy system in Poland.

3.2   Cooperation of the government and private entities in the implementation of 
investment projects

Since the 1980s, infrastructure investments have been realized in the form of Project Finance. A new entity 
is established and appointed for the implementation of an investment project, with a separate mode of 
financing. Most of the equity is provided by the project manager or sponsor. The project company operates 
with high debt-to-equity ratio (60%). Many investment projects in the energy sector in the USA have been 
financed this way. In the UK, in the 1990s, the Private Finance Initiative was selected by the government 
to involve the private sector in the financing and management of infrastructural investments. Financing 
collected in the private sector reduced the need for public funding and transferred some risk to private 
entities [Brealey et al., 1999]. In the UK also, the Regulatory Asset Base (RAB) model is applied to finance 
infrastructural investments. It is based on the prices regulated by the government [RAB Model for Nuclear 
Projects, 2019]. The government can privatize a public utility that generates and distributes electricity, 
rather than grant a concession to a private company to generate power sold to the public utility. The project 
company can retain ownership of the project’s assets based on an arrangement and agreement known as 
“build–own–operate” (BOO). Otherwise, ownership of the project’s assets is transferred to the government 
at the end of the concession period. This is called “build–operate–transfer” project agreement (BOT). For 
example, ownership of privately financed toll roads and bridges is often transferred to the government 
[Brealey et al., 1999].

It is extremely important to address (in executive contracts) the different types of investment risks to 
the entities, which can best evaluate it, control it, and deal with it. Each business entity is exposed to 
basic types of risk, such as market, credit, operational, and legal risks [Kendall, 2000]. For the company 
operating in the energy industry, this list grows significantly. There are 24 types of risks mentioned in the 
literature, including those as specific as weather risk, capacity risk, and risk of terrorist attack [Michalski, 
2012; Michalski et al., 2015]. Thought-out distribution of risk between the parties involved (investor, general 
contractor, and business partners) can reduce both the risk and the related costs. The success of the initial 
stages of the project will also reduce the risk and lower the cost of financing in subsequent phases. One 
technology vendor selected for several power units may additionally increase the credibility of the project, 
obtain economies of scale, especially in terms of construction and operating costs, and – as a result – 
reduce the financing costs as well. The participation of the State Treasury (ST) as the majority owner serves 
the same purpose.
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3.3  Costs of electricity produced – the state’s perspective

An NPP does not emit greenhouse gases (GHGs); therefore, it does not need CO2 emission allowances (EU 
Allowances [EUA]). The price of the allowances on the primary market of the European Energy Exchange 
has changed almost sevenfold during the past 5 years: from 6.94 EUR/EUA on the last auction in April 2016 
to 48 EUR/EUA on the last auction in April 2021 [Handel emisjami CO2…]. The EC forecasts the price to be 
between 50 and 100 EUR/EUA in 2050. Accordingly, the expected strengthening of the upward trend in 
the coming years means a huge increase in production costs and electricity prices for customers in Poland 
because our energy sector is mainly based on coal and gas. NPPs are not only insensitive to changes in the 
EUA prices and in the context of EU climate and energy policy, they, in fact, enable achievement of climate 
neutrality.

Appendix no. 5 to the PNPP presents the analyses performed using the Total Cost Methodology (TCM). 
The main overarching objective of the study is to minimize the total cost incurred by the economy and 
society for power generation, considering the indirect operating costs of the power sector, the energy mix, 
and energy security. The indirect operating costs of the system consist of side effects (emission of pollutants 
and system imbalancing) and external costs, which include system costs (power reserve, networks, and 
balancing), environmental costs (health and ecosystem), and macroeconomic costs (security, import–
export balance, and employment). Therefore, TCM differs significantly from the investor’s point of view. 
It allows the capture of the viewpoint of the state and the economy. The analyses indicate that nuclear 
energy is the cheapest source of energy when the full cost calculation (including investor, system, and 
environmental costs) is considered. Among the variants of the future energy mix examined, the scenarios 
involving nuclear power are characterized by the lowest energy generation costs. Nuclear energy has the 
greatest potential to reduce CO2 emissions in the power generation sector. The lack of nuclear power in the 
energy mix means the highest external costs and their tendency to grow.

Nuclear power is characterized by the lowest average total cost among all energy sources if the weighted 
average cost of capital (WACC) is <6%. However, as the WACC increases, the average total cost increases 
the fastest. This shows how important it is to lower the WACC in nuclear projects and to prepare a precise 
financial and business model. A similar dependence occurs if the sensitivity of the total cost to the length 
of the investment period is examined: it grows the most for NPPs. The sensitivity of the total cost to changes 
in the amount of investment expenditures is also the highest.

4  Financing of NPP projects
NPPs, although requiring high capital expenditures at the investment stage, operate for a very long time, 
generating positive cash flows in the perspective of at least 60 years.8 However, this has a negative impact 
on the assessment of the project when the Net Present Value (NPV) approach is used.

NPV is the commonly used method of capital budgeting. It is assumed that investment projects with 
a positive NPV exist; one just needs to find them. Consequently, emphasis is placed on estimating and 
discounting cash flows. Projects with positive NPV are accepted, while those with negative NPV are 
rejected. However, in perfectly competitive markets, it is impossible to find and implement an investment 
project with a positive NPV (especially in the long run!). Assets are properly valued on such a market 
and the profit possible to be earned covers only the economic costs equal to the market remuneration for 
the factors of production used. Thus, in a perfectly competitive market, the NPV for investment projects 
should be neutral. Only the imperfections existing on the market provide a chance to find investment 
projects with a positive NPV [Shapiro, 1999]. Therefore, the following question arises: should we look for 
NPV>0 when analyzing investment projects in the energy generation sector, which are to be built in the 
EU? After all, for many years, the EU has put a lot of effort into building competition in the energy sector. It 
seems that it is enough for investment projects to achieve NPV equal to zero. In this context, if additional 

8 Approximately 60–80, and perhaps, even 100 years [United States Nuclear Regulatory Commission].
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features defined by the state are met, it appears appropriate to allow even projects with a negative NPV to 
be implemented.

The NPV method discriminates against long-term projects, even if the period of generating positive 
cash flows is correspondingly longer. This means that each NPP receives a worse rating than a coal or gas 
unit. This is not due to the financial characteristics of these projects but due to the quality of the evaluation 
method itself.

There is also an inconsistency in the analysis when inflation is considered: even if it is correctly 
included when estimating the discount rate, the future cash flows are usually underestimated. This 
makes long-term investment projects worse in the NPV assessment. Discount rates are also sometimes 
overestimated because a project perceived as risky receives a higher discount rate. This rate is not lowered 
when the initial stages are successful and the project can be assigned a lower level of risk and discount 
rate [Myers, 1999].

Moreover, if the operation of a nuclear unit lasts twice or three times longer than the operation of, 
e.g., a gas unit, the full comparative financial analysis should include the cash flows related to the closure 
of obsolete, depreciated gas power plant and the construction and operation of the new one, built as 
replacement. This problem is usually ignored in comparative analyses of different energy sources.

Undertaking an investment project with a negative NPV may be justified also by the need to build a 
foundation, e.g., on a new market, in a “young” sector, or in modern technology. The second step, the 
second project, may already have a positive NPV. If there is time dependence between the successive stages 
and one cannot start with the second step, then the negative NPV at the beginning should not preclude 
the start of the entire investment project [Myers, 1999]. On the contrary, the state should engage in the 
implementation of the first stage with increased commitment, thus supporting the infant industry in the 
economy.

In the PNPP, capital expenditure is estimated at approximately PLN 20 billion/GWe from 2025 to 2045 
[Appendix no. 5 in the PNPP, Table 1]. The financial and business models are presented generally and 
fragmentarily. It assumes the acquisition of  PGE EJ1 by the ST and then the inclusion of one strategic 
coinvestor related to the selected reactor vendor. Originally, it was assumed that Polska Grupa Energetyczna 
S.A. (PGE) would take on the role of the investor. However, PGE is listed on the WSE and therefore is focused 
on meeting the short-term expectations of shareholders (which is typical for developed capital markets) 
[Horbaczewska, 2019]. Together with the short terms of office of the management boards, this reduces the 
incentives to invest in fixed capital and long-term growth of the company’s value. It is in nobody’s interest to 
implement a new, long-term project that requires enormous investment expenditures and is burdened with 
high risk. This may explain the reluctance of management boards to undertake such projects, especially 
capital-intensive and risky investments such as the construction of an NPP. The funds generated in business 
activities are not used to finance such ventures but are allocated to shareholders (e.g., as dividends), because 
this keeps share prices and capitalization high in the short term [Horbaczewska, 2012]. Managers, usually 
economics graduates, attach importance to financial analysis rather than building technology, products, 
and markets [Myers, 1999]. But, in most cases, the method of financing the investment is of secondary 
importance. Investment decisions are the most important. Focusing on discounted cash flows changes the 
future of enterprises; in fact, this shortens their future [Hayes and Garvin, 1982].

4.1  Specific features of investments in nuclear power

NPPs have many features discouraging managers from investing. They are characterized by relatively high 
investment costs (Figure 1), high fixed operations and maintenance (O&M) costs, high investment risk (long 
construction period, complicated administrative procedures and licensing, risk of construction delays, and 
cost overruns), and long return on investment [Projected Costs…, 2020].

High investment risk is rooted also in social and political aversion to nuclear energy, caused by 
excessive phobia to the radiation and exaggeration of the effects of past accidents and incidents. Low 
public acceptance has forced decision makers and regulatory authorities to impose very restrictive safety 
standards on the nuclear industry. These standards increase the following:
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•	 predevelopment costs of the project, including site selection costs (Figure 2)
•	 licensing costs
•	 engineering, procurement, and construction (EPC) costs
•	 all other costs related directly to the construction of the nuclear plant

Financial institutions perceive NPPs as risky investments. In addition, these projects need a long time 
to get returns on the invested capital (typically 20–35 years). Together with a lack of long-term and credible 
national energy policy, it creates too much uncertainty for potential investors. This uncertainty manifests in 
high expected risk premium, which means high costs of capital: debt as well as equity.

Due to the high construction costs, moderate O&M costs, and long payback period, nuclear power 
investment projects need a stable and reliable stream of revenues. Today’s electricity markets are based 
on marginal cost price signals and do not generate incentives for new investments, especially for units 
with high fixed costs. Renewable energy sources (RES) are exempted from these rules – they benefit from 
dedicated direct or indirect subsidies, or other forms of economic privileges against non-RES. Increasing 
the inflows of subsidized renewable electricity distorts market signals and even leads to negative electricity 
prices. Long-term price predictions are very uncertain. In these circumstances, any nonsubsidized project 
based on revenue from the electricity market is completely unprofitable.

Figure 2. Predevelopment costs for various electricity sources in the UK (GBP′2018/MWh).  
Source: Own elaboration based on Electricity generation costs [2020, p. 26].  
CCGT – Combined Cycle Gas Turbine; PV - Photovoltaics.

Figure 1. Median of investment costs for various electricity sources (USD′2019, millions).  
Source: Own elaboration based on [Projected Costs…, 2020, pp. 43–44]. 
CCGT – Combined Cycle Gas Turbine; mln, million; PV - Photovoltaics.
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4.2  Business models in the power sector in the EU and the USA – a brief review

There are many different methods used by governments to generate incentives for the construction of 
new power units or to keep running the existing ones on the electricity market. The most common are 
as follows:

•	 Feed-in tarrifs (FiT)
•	 Feed-in premium (FiP)
•	 Power Purchase Agreements (PPAs)
•	 Regulatory Asset Base (RAB)
•	 Contract for Difference (CfD)
•	 Carbon Emissions Avoidance Credits (CEAC)
•	 Production Tax Credit (PTC)
•	 Various capacity mechanisms (CMs)
•	 Zero Emission Credits (ZEC)
•	 Clean Energy Standard (CES)
•	 Tradable certificates of origin, e.g., green certificates
•	 Carbon Tax/EU Emissions Trading System (ETS)

All these methods can be divided into four types. The first six belong to Type 1, which basically ensures 
stable revenues guaranteed and regulated by the state. The next two methods form Type 2. Here, the 
electricity producer receives a fixed amount of extra revenues in addition to normal sales revenues (and 
capacity remuneration in CMs) or a tax exemption that effectively equals additional revenue (e.g., in PTC). 
Total revenues are as volatile as wholesale electricity prices but always sufficient to cover the fixed costs of 
the plants. Type 3 consists of the subsequent three methods. This is similar to Type 2, but the extra revenues 
are variable – either based on a dedicated market (e.g., green certificates, CES) or on periodic decisions made 
by the energy market regulator (e.g., ZEC). The last type is made of parafiscal taxes imposed on electricity 
generators who use highly GHG-emitting power units. It is intended to deteriorate the profitability of those 
units and to force the operators to close the plants. The tax rate is determined either by the government or 
by the dedicated market (e.g., EU ETS) with possible regulatory interventions (EC).

There are some business models operating outside of the electricity markets and enabling the sale of 
the electricity produced, as follows:

•	 Exeltium
•	 Cooperatives (co-ops)
•	 Industrial power (autoproducers)
•	 Energy clusters

The Exeltium model is used in the Flamanville-3 nuclear project in France. It works as follows: a 
group of large electricity consumers sets up a company trading in a wholesale electricity market, which 
buys large volumes of electricity for their owners from Electricité de France’s (EDF) existing nuclear 
plants with upfront payments [Sawicki and Horbaczewska, 2018]. This model has only been used in this 
project so far.

The three other models are based on autoproduction. They are used for nuclear power only in Finland 
and the USA. In Finland, they are known as Mankala [Sawicki and Horbaczewska, 2019a, b]. However, from 
the legal point of view, they are not cooperatives but joint stock or limited liability companies, unlike in 
the USA, where they are essentially cooperatives [Sawicki, 2021]. The electricity generated in the co-op’s 
power plants is directly sold to its owners, not to the market. In principle, the price equals the production 
costs, so these plants do not make profit. This is similar to the industrial power (autoproducer) model used 
in Poland, but here, the power plant is owned by one or more companies and the energy is consumed 
on site, with no long-distance transmission like in Mankala or in American co-ops. The energy clusters 
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are made up of autoproducers and consumers of electricity located in a limited area. They have to self-
balance, i.e., produce the same amount of energy as they consume. This is not the case in Mankala and in 
US cooperatives, which can consume more than produce and vice versa.

The models described above are used also to finance new nuclear investment projects. Of course, for 
every single project, local conditions have to be taken into account. For example, in the case of EU Member 
States, compliance with state aid rules and EC acceptance are necessary. So, from the European nuclear 
investor perspective, all these business models have advantages and disadvantages, as presented in Table 1.

Table 1. Advantages and disadvantages of business models – the EU investor’s perspective

Model Advantages Disadvantages

Electricity 
market

Compliance with EU state aid rules No offtake
High price volatility, negative prices
High investment risk

PPA Offtake
Stable selling prices

No compliance with EU state aid rules

CfD, CEAC Stable selling prices
State loan guarantees

No offtake
EC acceptance required case by case

CfD (Czech 
version)

Offtake
Stable selling prices
State loan guarantees

Model waiting for EC acceptance

RAB Stable selling prices
Charging consumers from the beginning 
of construction
State loan guarantees

No compliance with EU state aid rules (probably)
No offtake

PTC Fixed state subsidy for every megawatt hour 
(MWh) of electricity generated
Regulatory risk insurance
State (federal) loan guarantees

No offtake
High price volatility, negative prices
No compliance with EU state aid rules

ZEC Relatively stable selling prices No offtake
No compliance with EU state aid rules

CES A subsidy in market revenue No offtake
No compliance with EU state aid rules
Subsidy value is set by (dynamic) market

CM Covering of fixed production costs No offtake (for energy)
High price volatility, negative prices
EC acceptance required case by case
Short-term auctions
Unfavorable to units with high fixed costs

Carbon tax/
ETS

Increasing of costs for coal- and gas-based 
competitors
Compliance with EU state aid rules 

No offtake
High price volatility, negative prices

Exeltium Offtake
Contracted sales of large electricity volume 
at relatively stable (indexed) price

Price volatility in the long term, dependent on the 
wholesale market price index
Offtakers have a right to withdraw
EC acceptance required case by case (probably)

Mankala Offtake
Selling price covers all production costs
Compliance with EU state aid rules 

High risk before and during construction  
The model requires a perfect cooperation of dozens of 
shareholders

Source: Own elaboration.

CM, Capacity Mechanism; CEAC, Carbon Emissions Avoidance Credit; CES, Clean Energy Standard; CfD, Contract for 
 Difference; EC, European Commission; ETS, Emissions Trading System; EU, European Union; PPA, Power Purchase Agreement; 
PTC,  Production Tax Credit; RAB, Regulatory Asset Base; ZEC, Zero Emission Credit.
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Most of these models have been designed for specific local projects; hence, they may be difficult or even 
impossible to apply in other countries, or they may generate too much financial burden to the electricity 
consumers and taxpayers. A good example is the British version of CfD designed for Hinkley Point C NPP. 
The so-called strike price negotiated by the investor and the government is widely criticized as being too 
high [Hinkley Point…, 2017]. The revealed structure of costs (per megawatt hour) indicates that the nuclear 
risk premium stands at almost one-third of the strike price (GBP 36.0 out of GBP 92.5/MWh), while the 
nominal after-tax WACC is 9.2% [Nuclear Sector Deal…, 2020]. The CfD model allowed the cutting of capital 
costs only slightly [Discount rates…, 2011], and they still remain too high.

A significant drawback of the models mentioned above is the necessity to obtain acceptance from 
the EC for every nuclear project (state aid investigation). This generates additional risk for the project 
development phase and delays its implementation. From the end-user perspective, none of these models 
is able to noticeably decrease the cost of electricity, either because of high capital costs and/or because of 
additional costs to the process of electricity generation (e.g., generator’s profit margin).

5   The SaHo Model as an innovative business model for 
nuclear power

Taking into account the above-mentioned issues, in the Authors’ opinion, there is a necessity to find a fresh 
business solution for nuclear power, specifically to design an entirely new business model. The new model, 
although dedicated for the PNPP, should be universal and applicable to various nuclear projects in many 
countries. The most important criteria which – in the Authors’ view – should be met by a perfect business 
model are listed below:
1)  Compliance with existing and expected EU regulations and policies (applicable to the EU Member 

States);
2) Electricity offtake;
3) Stability of revenues for the NPP company;
4) Low electricity costs for consumers;
5) Financing of investment with low-cost capital;
6) Public acceptability;
7) Possibility to implement it in a fast and easy way (i.e., using existing regulations);
8) Transferring part of the risk to the state in the short term;
9) Limiting of the financial burden to the state budget and public finances in the long term;
10) Business flexibility from the investor’s point of view;
11) Long-term state engagement in nuclear power development; and
12) Applicability to various nuclear projects in different legal systems.

All the criteria listed above are met by a new and innovative business model designed by the Authors, 
namely, the SaHo Model.

5.1  The SaHo Model

The name of the model is derived from the Authors’ surnames. Designing the model, the Authors analyzed a 
various business solutions used so far in nuclear projects across the world and applied their own expertise 
in the energy industry (including the nuclear sector), economy and finance, as well as knowledge of the 
legal and regulatory issues of Poland and the EU. As a result of their efforts, a comprehensive, consistent, 
and – at the same time – simple concept was created. The SaHo Model makes use of the elements of proven 
models, and it is possible to implement it in a short time because it is compatible with Polish and EU laws, 
regulations, and energy strategies, both existing and expected. The Authors focus on the Polish power 
sector, but the SaHo Model can be easily applied to finance nuclear investment projects in other EU countries 
as well as in the USA and Canada. The SaHo Model not only enables the building of an NPP efficiently and 



354   Ł. Sawicki and B. Horbaczewska

cheaply but also allows both enhancement of the competitiveness of the national industry and increase 
in public acceptance for nuclear power. Thus, it is not only a business model but also a concept for the 
functioning of the nuclear industry. It can be considered a breakthrough concept, changing the way of 
thinking about nuclear power and bringing it closer to citizens.

5.2  Description of the SaHo Model

As mentioned before, the construction of an NPP requires high expenditure spread over a long 
investment period. For a private investor, it means a significant investment risk and high capital costs, 
usually putting into question the profitability of the project. At the same time, it is commonly known 
that the lowest-cost capital is usually available to the state (government). It is also the state that 
can best manage risks arising in the first stage of the investment (e.g., political risk, legal risk, and 
regulatory risk). State involvement reduces such risk and encourages private financial institutions to 
provide financing at the lowest possible interest rate. This lowers the WACC, which is a key parameter 
in the NPV method.

Therefore, the first step is to establish a Special Purpose Vehicle (SPV) or to take over an existing one 
(e.g., PGE EJ 1 in Poland). Its statutory objective is to build, own, and operate an NPP and sell the electricity 
produced to its owners.9 In the Authors’ opinion, the most transparent legal form of the entity is a joint 
stock company; hence, the SaHo Model was conceived within this legal framework (other solutions are also 
possible). The sole owner of the company at the very first stage is the state, or an institution designated 
by the government, e.g., the Polish Development Fund Group. This is the initial investor. Such an initial 
investor is best able to perform the role of an efficient, strong, reliable, and credible project organizer 
and developer. The state takes over most of the business risk and facilitates the process of obtaining the 
lowest-cost financing (the crucial element for project profitability). It also guarantees efficient project 
implementation by setting a high priority for the project in all government institutions involved (e.g., 
regulatory authorities10) and effective coordination of project tasks.

Then, in the period between the establishment of the project company and connection to the grid, 
the initial investor gradually sells its shares to electricity consumers – let us call them final investors 
(Figure 3). The sale of shares may be organized in the form of tenders, auctions, or bilaterally negotiated 
contracts. Finally, at the time of grid connection (i.e., the end of construction and start of operation), the 
initial investor should possess no shares. Here, the SaHo Model starts to function in a similar way as the 
Polish industrial power (autoproducer), the American public power and co-ops, the Finnish Mankala, or 
even a German renewable co-op model. Electricity is produced only to satisfy the needs of the owners 
(shareholders). The offtake is the right and the duty of the shareholders. The offtake is proportional to their 
share in the ownership and based on the cost-price formula since a profit is not an objective of the company. 
The statutory goal of the company is to produce and sell energy to its shareholders at the lowest possible 
price covering the total production costs.

The shareholders may be electricity consumers of various types:

·	 Manufacturing industry (various sectors)
·	 Transportation (e.g., railways)
·	 Entities controlled by local governments (e.g., subways), including host communities
·	 National government institutions (e.g., government agencies, health care, and so on)
·	 Households (through dedicated energy cooperatives)
·	 Other types of investors

The shares can be bought by the final investor from the initial investor at any time between SPV 
establishment and connection to the grid (see Figure 4). The later a final investor buys them, the higher is 

9 And other products such as heat, hydrogen, and industrial radioisotopes, if available.
10 While respecting their independence, as required by international treaties.
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the price because the investment risk and the time needed to complete the project are reduced. On the other 
hand, the certainty of project completion is increasing. No wonder that the share price will increase along 
with the implementation of subsequent stages of the investment. But the price still should be attractive to 
potential investors. The reasons for this approach and assumptions are the following:

1) Project development is effective owing to a reliable state initial investor.
2) When the project approaches its final stages, the risk (and its cost) is much lower than at the beginning 

of construction.
3) Capital costs are low during the entire project execution (the discount rate may be variable but always 

relatively low).

Acquiring an electricity offtake at production cost in the completed NPP will undoubtedly be a good 
investment opportunity for electricity consumers, even if they use the NPV method for economic evaluation 
of the investments.

Figure 3. Changes in the ownership structure in the SaHo Model at subsequent stages of the project (basic scheme).  
Source: Own elaboration. SPV, Special Purpose Vehicle. 

Figure 4. Changes in the ownership structure in the SaHo Model at subsequent stages of the project (detailed scheme).  
Source: Own elaboration. SPV, Special Purpose Vehicle. 
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5.3  Advantages of the SaHo Model

A significant advantage of the SaHo Model is the strong commitment of the state in the initial stages of 
the investment project. The state is able to collect the necessary financing at a low interest rate as well as 
manage the most challenging kinds of risk specific to the initial phases of the project. The distinguishing 
feature is gradual reduction of state involvement at subsequent stages of the investment.

Another advantage is the compliance with Polish and EU laws and policies, both current and expected 
ones. It has many features of the European industrial power model and energy cooperatives, which are very 
perspective in the context of EU energy and climate policy.

According to the Polish Commercial Companies Law, a company is obliged to realize its objective 
determined by the shareholders. In the case of an NPP company operating within the framework of the 
SaHo Model (the SaHo-NPP), the objective is not making profit but the production of energy (primarily 
electricity) and its delivery11 to shareholders at production costs. Similar objectives are embedded in the 
Polish industrial power model, Mankala, and American co-ops and public power companies.

The cost of electricity production in the SaHo-NPP would be approximatley USD 20/MWh (total 
operation cost or operating expense [OPEX]).12 Of course, earlier, a shareholder would have to buy shares of 
the SaHo-NPP company, but this would be a long-term investment, not the element of the cost of electricity. 
Thus, the shareholder-consumer practically buys (almost) a guarantee of stable and nonintermittent supply 
of cheap electricity.

In the Authors’ opinion, assuming the political determination for nuclear power development and an 
active state participation in the early stages, the SaHo Model has no defects. It meets all the criteria of a 
perfect (nuclear) business model, listed above in this article:

Ad. 1.  The SaHo Model is based on Polish and EU laws, regulations, and long-term strategies.
Ad. 2.  Offtake right and obligation is written in the company agreement or the statute.
Ad. 3.  According to the company agreement or the statute, shareholders are obligated to cover all fixed 

and variable operating costs of the SaHo-NPP company.
Ad. 4.  Shareholders of the SaHo-NPP company receive electricity at production cost (plus transmission 

and distribution costs), with no margin for the electricity generator, out of the electricity market, 
and with no capacity payments to the power companies. The total cost (price) is lower than in the 
case of the electricity market or purchase based on bilateral agreements.

Ad. 5.  Project development and construction costs are initially financed by the state-owned initial 
investor, ensuring the lowest possible cost of capital. Then, shares are gradually sold to electricity 
consumers, who take the responsibility of financing the SaHo-NPP operation costs. For the initial 
investor, it is certainly an investment with high expected rate of return as compensation for the 
risks taken in the early stages of construction. The final investors are guaranteed quick and safe 
return on capital, merely several years after the investment, which is unique in nuclear business 
models (a typical period lasts at least 20–35  years). Lenders benefit from safe repayment. This 
allows to further decrease the cost of capital and to finance subsequent SaHo-NPPs with mostly 
the same funds. It also helps to avoid an increase of public debt, which is important during the 
ongoing crisis.

Ad. 6.  The SaHo Model provides end-users an almost guaranteed 24/7 (weather-independent) access to 
electricity at the lowest possible cost. The SaHo-NPP shares are purchased voluntarily. Consumers 
are not forced to finance the SaHo-NPP, as in the CfD or RAB models. The possibility to purchase 
the SaHo-NPP shares by individuals (through co-ops) can increase public acceptance for nuclear 
power and create a large citizen-based pronuclear society, similar to the renewable co-op lobby 
groups in Germany.

11 Not including transmission and distribution.
12 The Authors assumed OPEX for Generation III NPPs with 1,100 MWe capacity in USA, according to data from  the NEA-OECD 
[Projected Costs of Generating Electricity, 2020]. For depreciated Generation II NPPs in Europe, these costs are mostly at EUR 
12–30 per MWh.
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Ad. 7.  The SaHo Model is completely compliant with Polish and EU regulations. It is based on existing 
solutions and models already in use in Poland and other countries.

Ad. 8.  The SaHo-NPP company is 100% owned by the state at the beginning and remains under 
government control at later stages of the project (though it is not mandatory). It takes a “nuclear” 
risk, specific to the first stages of the project, which is significantly related to the activities of state 
agencies (e.g., nuclear and environmental regulatory authorities).

Ad. 9.  The burden on the state budget is carried only in the early phases of the project. The sale of the 
SaHo-NPP company shares will be an additional income for state institutions.

Ad. 10.  The initial investor has a statutory right to sell its shares to any investor-consumer; the new owners 
– final investors – have also a right to resell the shares. Freedom to trade in shares means flexibility 
and liquidity for the investors.

Ad. 11.  Together with the sale of shares and the commissioning of the SaHo-NPP, the state may indirectly 
control it through state-owned shareholders, the right of veto, the golden share, proper laws 
and regulations, and/or due to the provisions in the company's statute. Using the SaHo Model to 
implement subsequent NPPs (or units), the state may be engaged in the development of nuclear 
power in the long term.

Ad. 12.  The SaHo Model can be applied to each new build NPP, in both Poland and other EU countries, as 
well as outside the EU. The co-op models are allowed in most countries.

Here comes the question of whether the electricity consumers, primarily industrial companies, will be 
interested in buying shares of the SaHo-NPP? But do they have a cheaper option of electricity supply? In the 
case of companies operating in the EU economic environment, there are no viable alternatives. The cheapest 
one could be probably a mix of own RES and capacity market based on gas units. But the total cost of this 
solution is way above the total cost of electricity possible to be obtained from the SaHo-NPP for the reasons 
mentioned in this chapter. Certainly, before the implementation of this model, the government should carry out 
consultations with end-user organizations (e.g., national industrial associations) to make sure that the benefits 
of the SaHo Model are well understood and there is a real interest among them to buy SaHo-NPP shares.

Therefore, the SaHo Model is beneficial to all stakeholders of the nuclear power program: the 
government, capital providers, electricity consumers, and the society in general. Among the benefits 
for the government are the following: successful implementation of a nuclear power program, building 
a decarbonized baseload capacity to the power system, providing the national economy with cheap and 
stable electricity (increasing energy security), GDP increase, and reduction of inflation and unemployment, 
thus, resulting in an increase of social wealth. This facilitates the dynamic development of the national 
economy and an increase of its competitiveness on international markets. Electricity consumers have 24/7 
weather-independent access to cheap electricity. Low electricity costs for industrial plants lead to (at least 
partially) low manufacturing costs.

6  Summary
Implementation of the PNPP is essential to ensure energy security in Poland in the coming decades, as well 
for the decarbonization of the energy sector and a decrease of electricity costs. This energy technology is 
available in almost all neighboring countries, along with plans of new build. In fact, Poland already imports 
electricity from nuclear plants abroad. But in this situation, profits are gained by neighboring states that 
have NPPs at their disposal.

The delay in the construction and commissioning of an NPP may result in high costs for the economy of 
our country. The Supreme Audit Office estimated the costs in 2018 at PLN 1.5 billion to PLN 2.6 billion annually 
[NIK o realizacji…, 2018]. Now, they are several times higher – in 2019, domestic commercial power plants 
spent PLN 9.55 billion on the purchase of EUAs, and in the period 2013–2019, a total of PLN 20.4 billion,13 
which corresponds to the cost of building one nuclear unit with a capacity of approximately 1,000 MWe.

13 Own calculation based on Statystyki Elektroenergetyki Polskiej [2014–2019].
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The construction of an NPP requires high expenditure, but it is spread over several years of the 
investment process (6–8 years). The experience of recent years has shown that there are no business entities 
in Poland that would be willing to finance a project based on large reactors. There is a similar problem in 
other countries. Therefore, many different financing and business models have been invented to support 
investors in the early stages and to provide electricity offtake after the start of electricity production. 
However, the financial costs are still very high. Despite subsidies for nuclear energy producers, the price of 
energy for consumers is still high, which is especially troublesome for the electricity-intensive industries. 
Therefore, it seems that the only solution is the active participation of the state in the implementation of 
nuclear power programs in many countries.

The state’s support for large innovative investment projects is particularly important now, when we 
are most likely at the beginning of the next economic crisis. Such actions are considered appropriate and 
desirable in difficult times in economic literature. They promote economic stability, prevent the decline of 
economic activity (especially deindustrialization), and prevent energy poverty, and help contain inflation. 
The innovative SaHo Model proposed by the Authors in the article is worth serious consideration by the 
Polish government, as well as the governments in other countries.
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Abstract: I analyze selected views of the well-known Swedish analyst of Nordic economies, Nima Sanandaji, 
on the reasons for the economic (and social) successes of Sweden and other Nordic countries in the 20th 
and 21st centuries. My aim is not to provide a detailed and full appraisal of these views but to confront them 
with the arguments of Sanandaji’s critics. Only occasionally do I supplement the arguments of Sanandaji’s 
commentators with additional comments of my own.
In particular, my interests include the following theses of Sanandaji: the thesis that Sweden’s prosperity 
arose before the development of the welfare state, which contributed little to its creation; the thesis that 
other Swedish successes (health, small inequalities, equal opportunities) are wrongly attributed to the 
Swedish welfare state or are far from complete; the thesis that there is very limited scope for other countries 
to copy the Swedish (Nordic) experience.
In the Conclusion, I comment on the reception of Sanandaji’s views in Poland.
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1  Introduction
I analyse selected views of the well-known Swedish analyst of Nordic economies (Denmark, Finland, 
Iceland, Norway, and Sweden), Nima Sanandaji, on the reasons for the economic (and social) successes 
of Sweden and other Nordic countries in the 20th and 21st centuries. They come mainly from two works. 
The first is the book Scandinavian Unexceptionalism, Culture, Markets and The Failure of Third-Way 
Socialism [Sanandaji, 2016a]. The second one, entitled Debunking Utopia: Exposing the Myth of Nordic 
Socialism, constitutes its expanded, more detailed, and more journalistic version [Sanandaji, 2016b]. 
However, the same opinions are also presented by Sanandaji in many other public speeches [see for 
example Sanandaji, 2016c]. Due to the extent of the topic, I do not discuss all of Sanandaji’s detailed 
theses at this point (I omit, for example, the important issue of immigration to Sweden and other Nordic 
countries).

My aim is not to provide a detailed and full appraisal of these views, but to confront them with the 
arguments of Sanandaji’s critics. Only occasionally do I supplement the arguments of Sanandaji’s 
commentators with additional comments of my own. In the Conclusion, I comment on the reception of 
Sanandaji’s views in Poland.
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2  Nima Sanandaji on the causes of Sweden’s successes 
Nima Sanandaji’s criticizes the view that the main reason for Sweden’s economic and social success 
was the actions of the huge welfare state created by the Swedish Social Democratic party (Sw. Sveriges 
Socialdemokratiska Arbetareparti).

2.1  Role of the Swedish welfare state 

Sanandaji argues that the source of Swedish achievements is a unique Nordic culture. In his opinion a social-
democratic welfare state has hampered rather than accelerated the country’s development [Sanandaji, 
2016a, e.g., pp. 22–23; 133; cf. Sanandaji, 2016b, e.g., p. 10, 28, 68]. 

2.1.1  The prosperity of Sweden was created before the welfare state was expanded

Sanandaji recalls that long before the 1970s and 1980s, when the growth of the welfare state reached its peak, 
Sweden had achieved a very high level of Gross Domestic Product (GDP) per capita. He writes that between 
1870 and 1936 the economic growth rate in Sweden was the highest among the industrialized countries, 
while between 1936 and 2008 Sweden was ranked thirteenth in this respect [Sanandaji, 2016a, p. 15].

In his opinion, the driving force behind this early economic expansion was mainly due to the huge 
amount of social capital accumulated in Sweden (a high work ethic that affirms reliable and hard work and 
mutual trust that fosters cooperation between people). This economic development was also supported 
by the Swedes’ conviction of the individual responsibility of people for their actions and their belief in 
egalitarian ideals.

The reason for Sweden’s economic success was also the rapid development of the market, freed up 
by reforms in the second half of the 19th century. Its unrestricted operation enforced economic efficiency 
[Sanandaji, 2016a, pp. 32–33; Sanandaji, 2016b, pp. 86–89]. The development of the Swedish economy has 
also been affected by the freedom of trade and the construction of the railway network. The creation of a 
modern banking sector and the privatization of forests were of great importance [Sanandaji, 2016b, pp. 87, 90]. 

2.1.2  The huge welfare state has held back the economy

According to Sanandaji, the huge welfare state has become the cause not of success, but of failure in 
Swedish society. Built in the 19th century and the first half of the 20th century, prosperity enabled Swedish 
social democrats to create this leviathan. The funds for its maintenance have been provided by increasingly 
higher taxes. In 1965, the share of state revenues from taxes in Swedish GDP, previously similar to that of 
America and the United Kingdom, was 31% and growing rapidly, reaching 39% in 1975 and 45% in 1985 
(compared to 24%, 25%, and 25% in the United States and 29%, 34%, and 36% in the United Kingdom 
respectively) [Sanandaji, 2016a, p. 37].

The aim of the social-democratic economic policy included, among other things, a reduction in the role 
of private property in the economy. From 1984, the state began to take over part of the profits of Swedish 
companies, thus financing the buy-back of their shares, which were then transferred to trade union-
controlled “workers’ funds,”; this was done gradually to bring socialism to the economy [Sanandaji, 2016a, 
p. 43; Sanandaji, 2016b, pp. 91–93].

Thus, Sanandaji claims, such experiments were only possible because they were carried out in a 
prosperous and rapidly developing country with large social capital resources. It is precisely because of this 
that the weakening of incentives for economic efficiency, caused by the excessive growth of the welfare state 
and attempts to collectivize private enterprises, only slowed down the growth of the Swedish economy after 
30 years, rather than much earlier. Sanandaji indicates, among other things, that in the 1970s very few new 
businesses and new jobs were created in Sweden [Sanandaji, 2016a, pp. 15–16]. As a result, in 1975–1995 
Sweden dropped from 4th to 13th place in the Organisation for Economic Co-operation and Development 
(OECD) countries’ wealth ranking (in terms of GDP per capita) [Sanandaji, 2016a, p. 45].
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The slowdown in economic growth was accompanied by the disappearance of social capital, which 
was destroyed by an ideologized and ill-constructed welfare state. Exorbitant taxes not only damaged 
entrepreneurship but also encouraged tax fraud and corruption. Excessive benefits made recipients 
dependent, resulting in job avoidance and claimant attitudes [Sanandaji, 2016a, pp. 83–90; 92–98; 
Sanandaji, 2016b, pp. 131–135].

In support of his words, the author of Debunking Utopia quotes, among others, the results of the 
World Value Survey, documenting the phenomenon of the destruction of social capital previously 
accumulated by Swedish society. Still “[i]n the beginning  of the 1980s, 82 percent of Swedes (…) agreed 
with the statement ‘Claiming government benefits to which you are not entitled is never justifiable.’ 
(…) In the survey conducted between 2005 and 2008, only (…) 61 percent of Swedes believed that it was 
never right to claim benefits to which they were not entitled. (…) The survey conducted between 2010 
and 2014 (…) found that (…) merely 55 percent of Swedes answered that it was never right to overuse 
benefits” [ Sanandaji, 2016b, p. 131].

2.2  Swedish successes and Swedish failures

According to Sanandaji, there are more Swedish achievements, as well as the high level of GDP per capita, 
mistakenly attributed to the social-democratic welfare state. Other Swedish successes are far from complete 
or are in fact failures.

2.2.1  Health

According to Sanandaji, the longevity of the Nordic countries’ inhabitants, including the Swedes, is not at 
all due to the existence of an extensive welfare state in these countries, of which the health care financing 
system is a part. Rather, it is the result of their genetic characteristics, a healthy diet, and, in general, a 
healthy lifestyle.

Justifying this thesis, Sanandaji indicates, among other things, that as early as 1960 Swedes lived 
3.2 years longer than Americans (I mean the average life expectancy of a person aged 0), even though the 
size of the public sector in Sweden, as measured by the share of taxes in GDP, was then similar to that in the  
United States. Moreover, with the expansion of the public sector in Sweden (but not in the United States), today  
– writes Sanandaji in 2016 – this difference has decreased to 2.9 years, not increased [ Sanandaji, 2016b, p. 32].

When we look at the changes in the composition of the group of 10 countries with the longest life 
expectancy in the world it turns out that Sweden, in 1960, which was ranked fourth in this ranking, in 2000 
and 2013, was in 10th place, overtaken by countries with a relatively small public sector, such as Japan, 
Switzerland or Singapore [ Sanandaji, 2016b, p. 34]. The conclusion seems obvious: an extensive social 
welfare system does not translate directly into high life expectancy. Other factors are also important, such 
as diet and lifestyle [Sanandaji, 2016, p. 35]. Sanandaji even suggests that an overly large welfare state can 
hamper the extension of the average life expectancy [ Sanandaji, 2016b, p. 32].

Likewise, maintains Sanandaji, is with child mortality under five years old. Admittedly, in Sweden 
in 2015 it was almost twice as small as in the United States. However, if we compare the situation in 
Sweden with that of many other countries, it turns out that Sweden already boasted a very low child 
mortality rate (first place in the world!) in 1960 [ Sanandaji, 2016b, p. 37]. Again, over the succeeding 
decades, as the welfare state expanded, Sweden gradually moved down in this ranking. Countries with 
a relatively small public sector, such as Japan, Singapore, and South Korea [ Sanandaji, 2016b], were 
heading upwards.

2.2.2  Unequal income 

According to Sanandaji, income inequality also decreased the most in Sweden in the 19th century, 
as well as in the first half of the 20th century, long before the establishment of the great Swedish 
welfare state. He quotes Swedish economists Jesper Roine and Daniel Waldenström: “We find that, 
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starting from levels of inequality approximately equal to those in other Western countries at the time, 
the income share of the Swedish top decile drops sharply over the first eighty years of the twentieth 
century. Most of the decrease takes place before the expansion of the welfare state and by 1950 Swedish 
top income shares were already lower than in other countries” [Sanandaji, 2016b, p. 38; cf. Roine and 
Waldenström, 2008, p. 366].

In general, according to Sanandaji, the small income differentiation of the Swedes is more a result 
of the homogeneity of society than the actions of the welfare state. He lists the 10 countries with the 
least inequality (Slovenia, Denmark, Norway, Iceland, Slovakia, Czech Republic, Finland, Belgium, 
Sweden, and Austria) and points out that their common feature is not the great welfare state but the 
homogeneity of society [Sanandaji, 2016b, p. 40]. As he writes: “[a] homogeneous population means 
that the majority of citizens share the same culture. When this is the case, unsurprisingly, incomes are 
likely to be more similar than in countries with big differences in culture. In fact, we know that the 
large differences in culture in the United States is a main cause of high inequality” [ Sanandaji, 2016b, 
p. 40]. Sanandaji bases his opinion on the results of Tom Hertz’s research, which shows that in the 
United States the differences in the average income of different ethnic groups (e.g., African-Americans, 
Asian-Americans, white Americans) are very persistent [ Sanandaji, 2016b, pp. 40, 200; cf. Hertz, 2008, 
pp. 415–417]. 

Sanandaji also adds that the small income inequalities in the Nordic countries are, among other things, 
the result of the innate egalitarianism of Nordic societies and not the actions of the welfare state [Sanandaji, 
2016a, pp. 16–18; 73–76; cf. Sanandaji, 2016b, p. 39]. 

2.2.3  American dream or maybe Scandinavian?

In general, according to Sanandaji, the US’s free market offers its citizens much better conditions for 
development than the caring Nordic countries. For example, Sanandaji points out that the descendants 
of poor Swedish emigrants who came to the United States en masse in the 19th century, after more than 
a century in many respects (relatively high income, low unemployment, low poverty rate, and good 
education) are much better off today than both the rest of the Americans and the descendants of those 
Nordic citizens who did not decide to emigrate from their homeland years ago [Sanandaji, 2016a, pp. 
79–82; cf. Sanandaji, 2016b, pp. 58–68]. Independently, according to Sanandaji, the fates of these Swedish 
immigrants to the United States show – once again – the decisive importance of Nordic culture (i.e., social 
capital) for economic development.

Therefore Sanandaji believes that the famous “American dream”1 is still being fulfilled in the  
United States, rather than – as e.g., Joseph Stiglitz and Richard Wilkinson and Kate Pickett have claimed – 
in the Nordic countries (Scandinavian dream) [Sanandaji, 2016b, pp. 146–166].

Indeed, data on intergenerational income mobility shows that it is greater in the Nordic countries 
than in the United States. However, Sanandaji writes that this does not lead to the conclusion that the 
chances of social advancement and transition to another social class are greater in the Nordic countries 
than in the United States. The United States, until recently unlike the Nordic countries, has been an 
ethnically and culturally heterogeneous country. “When you think about it, it simply doesn’t make sense 
to compare the highly diverse American society with highly homogeneous Nordic societies” [Sanandaji, 
2016b, p. 149]. More than half of the relationship between children’s income and parents’ income in the 
United States is due to the persistence of differences in the average income of different ethnic groups 
[Sanandaji, 2016b ]. In this context once again Sanandaji refers to Hertz’s research [ Sanandaji, 2016b, cf. 
Hertz, 2008, pp. 415–417].

1  The American Dream represents the image of the United States as a country where everyone, through their abilities and 
work, regardless of their place of birth and social background can achieve success and wealth (cf. “The American dream.” Mer-
riam-Webster.com Dictionary, Merriam-Webster, https://www.merriam-webster.com/dictionary/the%20American%20dream  
(accessed 19 December 2021). 
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2.3  About copying the Nordic experience

According to Sanandaji, simple copying of the Nordic institutions and Nordic economic policy by other 
countries is probably not possible or even desirable. No society can mechanically copy the solutions chosen 
by another society because societies do not arise on the orders of a politician. They are rather the result of a 
complex interaction between the sphere of culture and politics [Sanandaji, 2016b, p. 28, 194].

In general, it is a unique system of values, including trust and a unique work ethic that has made the 
Nordic societies relatively resistant to the temptation to prey on a caring state. Sanandaji writes that “[i]f 
America had the same levels of trust and work ethics, it would be more feasible to introduce Nordic-style 
social democracy” [ Sanandaji, 2016b, p. 55]. In particular, it is theoretically possible to introduce taxes in 
the United States as high as those in Denmark. “But should we really expect the public to pay these rates?” 
[ Sanandaji, 2016b, p. 74].

Sanandaji argues that the United States is a big country, not a small country. American society, Sanandaji 
writes, is in many respects highly diverse (income levels, ethnicity, culture, and religion), and the resources 
of social capital in the United States are smaller than in the Nordic countries. As a result, the effects of 
creating a great welfare state in the United States would probably turn out to be completely different than in 
Nordic societies [Sanandaji, 2016b, p. 28]. For example, a state-funded and universal healthcare system in 
the United States, per capita, would cost much more than in Sweden. The unhealthy lifestyle of Americans 
is fundamentally different from that of Swedes who care about their health.

3  Critics of Nima Sanandaji’s views 
At this point, I will limit myself to the issues I wrote about in the previous part of this paper.

3.1  Sanandaji reinvents the wheel

Sanandaji argues that it is not the developed welfare state that is the cause of the wealth of the Nordic 
countries. The level of GDP per capita in these countries was relatively high long before that state was 
established. However, according to critics, the defense of such a claim is the classic “reinvention of the 
wheel.” For example, Einar Lie and Jo Thori Lind from the University of Oslo think so. Their critical analysis 
of Sanandaji’s views entitled “Does anyone think that the welfare state has created our wealth?” [Lie and 
Lind, 2016]. The authors stress that the main thesis defended by Sanandaji is widely known and accepted.

Namely, Lie and Lind write, most experts in the subject consider the institutional changes that took 
place in the Nordic countries long before the 1960s to be the source of their wealth. In particular, it is 
about the creation of an efficient political system, effective state administration, education, judiciary, social 
security, and well-organized labor markets. Lie and Lind add that, according to the experts, the peculiarity 
of the Nordic countries is not that an extensive welfare state has ensured high labor productivity here. This 
is because the people of the Nordic countries have managed to successfully reconcile the ideals of equality 
and efficiency, i.e., to maintain high labor productivity with relatively equal incomes.2

However, it was precisely from the polemic with the claim about the decisive role of the Swedish (Nordic) 
welfare state in achieving prosperity in Sweden (and the other Nordic countries) that Sanandaji made the 
leitmotiv of both his works (Scandinavian Unexceptionalism and Debunking Utopia). At the same time, he 
created the impression of the novelty of his statements, as evidenced by the title (Debunking Utopia).

2 Sanandaji denies this success, arguing that, in the name of equality, the Nordic welfare state destroys work ethics and trust, 
which damages efficiency. However, after 1980, in the Nordic countries, including Sweden, the amount of trust was growing, 
not decreasing [Mishlanava, 2021]. In the 2010s, these countries were still among the world’s top leaders in terms of social ca-
pital. In other words, Sanandaji exposes the harmful and neglects the beneficial impact of the welfare state on the amount of 
social capital in the Nordic countries (e.g., the growth of citizens’ trust in state institutions, including the political system, the 
police, the law, etc., school curricula aimed at developing social skills and student cooperation skills). 
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3.2  Swedish successes and Swedish failures

The situation described is not the only example of Nima Sanandaji reinventing the wheel. Moreover, when 
writing about Swedish successes and Swedish failures, Sanandaji misinforms and makes mistakes.

3.2.1  Sanandaji about the health of Swedes

In his article from 2018 Matt Bruenig writes: “[f]or instance, Sanandaji argues that Nordic longevity is 
partially caused by healthy lifestyles, not just high-quality public health care (which Sanandaji nonetheless 
thinks is a good idea — ‘I am myself in favor of the public sector providing health care’). Characterizing this 
point as ‘debunking’ seems a bit much insofar as I’ve never seen anyone argue that the presence of public 
health care is the sole determinant of lifespans” [Bruenig, 2018]. 

Further, Sanandaji argues that after 1960, as the public sector in Sweden grew, the Swedish advantage 
over Americans in terms of life expectancy diminished (from 3.2  years in 1960 to 2.9  years before the 
publication of Debunking Utopia in 2016). Sanandaji even suggests that an overly large welfare state can 
hamper the extension of the average life expectancy.

However, OECD data for the same period say something different [OECDa; OECDb]. The Swedes’ 
advantage over the Americans in terms of life expectancy did not decrease, but grew and was 3.2 years in 
1960, 3.2 years in 2013, 3.4 years in 2014, 3.6 in 2015, 3.7 years in 2016, 3.9 years in 2017 and 3.9 years in 2018. 
Moreover, between 2013 and 2018, in the United States, this was accompanied by a decrease (-4.8%) and in 
Sweden, the share of tax revenues in GDP has increased ((+2.5%). This contradicts the data Sanandaji refers 
to, as well as his entire argumentation.

Indeed, between 1960 and 2013, in terms of life expectancy, Sweden moved from the 4th to 10th position 
in the world and was overtaken by countries with a relatively small public sector in the economy (e.g., 
Switzerland). It was similar to child mortality. However, some of the countries that are ahead of Sweden 
(e.g., South Korea, Japan, Singapore) differ significantly in e.g., social discipline, work ethos, lifestyle, 
including eating habits, from Western countries. This casts doubt on Sanandaji’s suggestion that a small 
public sector is the source of these countries’ successes. In addition, the public sector in yet other countries, 
which in the same period of time overtook Sweden, in 2013 was not small at all, but very large (larger than 
in Sweden) (e.g., Italy and France).3 Again, this contradicts the view that an expanded welfare state inhibits 
the increase in life expectancy.

Finally, Sanandaji overlooks the fundamental role of the Swedish state in improving the health of 
Swedish society in the 18th, 19th, and then in the first half of the 20th century. Here I am thinking of, e.g., 
activities of the Collegium Medicum, then Collegium of Health (Sw. Sundhetskollegium), and the National 
Swedish Health Council (Sw. Medicinalstyrelsen) and the promotion of hygiene, construction of sanitation, 
development of hospital networks. The same applies to the Swedish Social Democrats’ pro-health policy 
that has been pursued practically since the party was founded in 1889 [Porter, 2005, pp. 61, 96–97, 183–184].

3.2.2  Sanandaji on inequalities in Sweden and other Nordic countries

Sanandaji’s analysis of the reasons for the low-income inequality in Sweden is superficial. For example, 
his belief in the historically conditioned egalitarianism of the Swedes is contradicted by (otherwise quoted 
by Sanandaji on p. 38 Debunking Utopia) Jesper Roine and Daniel Waldenström’s observation that at 
the beginning of the 20th century the level of income inequality in Sweden was not lower than in other 
countries).

Similarly, in defending the thesis that the small income disparities in Sweden are the result of the 
cultural homogeneity of society rather than the actions of the welfare state, Sanandaji uses the example of 

3  In 2013, the ratio of tax revenue to GDP was 42.86%, 45.37%, and 44.05% in Sweden, France, and Italy. 



366   B. Czarny

the group of countries where income inequalities are the smallest. He writes that their common feature is 
not a large welfare state, but the uniformity of society.

However, apart from the Nordic countries, three of the other five countries are former “real socialist” 
countries (Czech Republic, Slovakia, and Slovenia). It can be assumed that the small inequalities are, 
to a large extent, caused by their history. In addition, in Slovenia, the public sector was larger than the 
OECD average in 2015. This causes Sanandaji’s entire argumentation to boil down to pointing out two 
countries with a homogeneous culture and small inequalities (Austria and Belgium). It is difficult to see 
this as a strong argument in this discussion, especially since Austria and Belgium are countries with a 
very large public sector; in 2015, the share of the country’s tax revenue in GDP was 43.04% and 44.73%, 
respectively (sixth and third place in the OECD) [OECDc]. Nor does Sanandaji’s example of the United 
States as a country where large cultural differences are the main cause of large inequalities convince. The 
cause of large inequalities in the United States can be considered, as Joseph Stiglitz does, for example, to 
be because of the lack of effective economic policies to reduce inequalities in the United States [cf. too The 
Economist, 2019].

In addition, Sanandaji’s examples can be contrasted with the counterexamples. Criticizing Sanandaji’s 
view that the cause of income inequality is cultural heterogeneity in society, Ingvild Reymert points out, 
for example, that over the course of half a century, the United States and Japan have changed places in 
international rankings of income diversification. In the 1950s, income differences were large in Japan and 
small in the United States, and today the opposite is true. The explanation for this event is economic policy, 
not culture [Reymert, 2016].

Matt Bruenig [Bruenig, 2018] has given a detailed analysis of the causes of minor inequalities in Sweden 
and other Nordic countries. According to Bruenig, Sanandaji’s arguments are not convincing.

Firstly, Sanandaji refers to income before taxes and benefits. Meanwhile, as Breunig points out, 
“Needless to say, an income concept that intentionally ignores the welfare state is not going to tell you much 
about the effect of the welfare state. For that, you need to measure disposable income, not pretax income 
(Bruenig’s italics – B.Cz.)”. Secondly, the data referred to by Sanandaji are either incomplete or (this is 
the case most often) refer to the upper-income decile in Sweden and other Nordic societies at most. As a 
result, the picture of the evolution of inequalities in the Nordic countries presented by Sanandaji is simply 
incomplete and thus misleading. “There is a whole 90 percent of people below the top 10 percent, and if 
you want to talk about inequality, you need to break down the distribution of their incomes as well. This 
is especially true when you are talking about poverty, because poverty is about how much income the 
bottom gets relative to the middle. It has nothing to do with top incomes. Yet Sanandaji cites this evidence 
as proving ‘low levels of poverty’ precede the welfare state.”

In general, it is clear to Bruenig that it is not the cultural homogeneity of Swedes that is the reason 
for the reduction of income inequality in Sweden in the first half of the 20th century. The results of Jesper 
Roine and Daniel Waldenström’s research are unambiguous. This is due to a unique sequence of historical 
events (wars and economic crises), as well as the policy of the emerging social democratic welfare state (tax 
increases) and the actions of Swedish trade unions (a relative increase in wages for work and a decrease in 
the return on invested capital).

In particular, Bruenig writes that the reason for Sanandaji’s indicated a decline in the income of the 
Swedish upper decile in the first half of the 20th century was – mainly – the dramatic decline in income 
from capital and doing business of the upper 1% of the most affluent Swedes. As established by Roine and 
Waldenström in 2006 and referred to by both Sanandaji and Bruenig, this reason is responsible for 78% of 
the fall in the revenue share of the upper percentage of Swedes in GDP between 1912 and 1935 and for 57% 
of that fall between 1935 and 1951.

Bruenig points out two reasons for this decline in income from capital. This concerns the decrease in 
the share of income of capital in the production value, as well as the decrease in the percentage of Swedes 
with the highest income in capital ownership (national wealth ownership) in Sweden. Bruenig writes that, 
firstly, before 1920, about 35–40% of the income included in GDP in Sweden was capital income, and in 1950 
this share fell to about 25%. Secondly, at its peak, between 1910 and 1920, the upper (in terms of income) 1% 
of Swedes owned >0% of the national wealth in Sweden. By 1950, this percentage had fallen to about 25%.
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According to Bruenig, “[w]hen you put the two causes together, you get a pretty clear story about what 
happened to the pretax incomes of Sweden’s top 1 percent before 1950: they lost over half of their share 
of the national capital, and the capital they had left started receiving a much lower rate of return. These 
two changes dramatically reduced the amount of capital income the top 1 percent received, and thereby 
dramatically reduced their share of total national income.”

Bruenig writes that the decrease in the share of the upper percentage of Swedes in capital ownership 
was caused by the Great Depression, including, for example, the collapse of the empire of the Swedish 
industrialist Ivar Krueger and war damage. Admittedly, according to Roine and Waldenström, the war 
damage to Swedes’ property was of little concern, as Sweden did not participate in either world war [cf. 
Roine and Waldenström, 2008, p. 383]. Bruenig is of a different opinion, however, arguing that the data 
referred to by Roine and Waldenström is incomplete and that “affluent Swedes likely owned assets outside 
of their own country.”4 Meanwhile, regarding the drop in the return on capital (in favor of labor income), 
Bruenig suggests that trade union influence in Sweden grew between 1932 and 1976, governed (except 1936) 
by the left-wing Swedish Social Democratic Workers’ Party.

Bruenig concludes his analysis by pointing out that, according to Roine and Waldenström’s findings, 
after 1950, the decline in the share of the upper percentage of the richest Swedes in national wealth became 
permanent. The reason for its consolidation was a further increase in taxation, i.e., the policy of the welfare 
state, which – by raising taxes – prevented the key, richest percentage of Swedish society from rebuilding 
its damaged wealth. The result was, among other things, a sharp increase in public property. In 1950, the 
Swedish state held 14% of the national wealth, and in 1977 its share of the wealth increased to 43%.

3.2.3  “The American Dream” – the fate of Nordic immigrants in the United States 

Sanandaji argues that the chances of the “American Dream” materializing are greater in the United States 
today than in Sweden and other Nordic countries. He points out, among other things, that the average 
income of the descendants of Nordic immigrants in the United States is higher than the average income of 
the descendants of those Nordic citizens who decided to stay in their homeland many years ago.

Einar Lie and Jo Thori Lind analyzed Sanandaji’s argumentation in detail. [Lie and Lind, 2016]. They 
start by reminding us that comparing the situation of the descendants of emigrants with the situation of the 
descendants of those who have remained in the country involves many problems that Sanandaji ignores. In 
fact, for example, immigrants coming to the United States from Nordic countries were not a representative 
sample of Nordic societies. However, even if we reject such objections and accept Sanandaji’s point of 
departure, the conclusions we reach by following in his footsteps turn out to be different from his.

Lie and Lind point out that the descendants of almost all immigrants (regardless of their nationality) 
who came to the United States years ago are now earning a higher income than the inhabitants of the 
countries they left, for many reasons. These include abundant natural resources, a large supply of skilled 
workers, the size of the internal market, and the mobility of both labor and capital in the United States. All 
these reasons have led the United States, long before the emergence of modern welfare states, to overtake 
European countries, including the Nordic countries, in terms of per capita GDP.

Next, Lie and Lind argue, the relative, not absolute, size of the excess of income of the descendants 
of Nordic immigrants arriving in the United States over that of the current residents of those countries is 
important. Namely, it is important whether this surplus is higher or lower than the corresponding surplus 
for descendants of immigrants coming to the United States from other countries.

According to Sanandaji’s argumentation, this surplus of income of descendants of immigrants from the 
Nordic countries should be high compared to the similar surplus of income of descendants of immigrants 

4  Roine and Waldenström reiterated their opinion in their 2015 work [Roine, Waldenström, 2015, p. 555]. In their view, the 
decline in the income of the richest from capital was caused not only by a progressive decline in the share of remuneration of 
capital in GDP but also by the economic policy of the state, especially the strong increase in the highest tax rates. Increases 
in income and property taxes discouraged the richest from working and accumulating capital, which resulted in a decrease in 
their income. 
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from other countries. First of all, their social capital should provide them with a particularly large increase 
in income over more than a century compared to the descendants of immigrants from other countries. 
Secondly, the increase in the income of the residents of the Nordic countries compared to the increase in 
the income of the residents of other countries should be relatively small. After all, according to Sanandaji, 
income growth in the Nordic countries is held back by the overdeveloped Nordic welfare states.

In fact, it turns out that in the case of descendants of immigrants from the Nordic countries this surplus 
is relatively small compared to a similar surplus of descendants of immigrants from other countries. This 
conclusion is based on two premises. First, the relevant statistics show that the level of GDP per capita in 
the Nordic countries is, compared to other countries (including European countries), very high. Second, the 
analysis of the American Bureau of the Census for 2009 reveals, Lie and Lind write, that the descendants 
of immigrants from Nordic countries have incomes similar (or slightly lower) to those of immigrants from 
other European countries.5 Since, on the one hand, the inhabitants of the Nordic countries are richer than 
those of other countries and, on the other hand, the descendants of Nordic immigrants in the United States 
have less (or no more) income than the descendants of immigrants from other countries, the surplus in 
question must be smaller for the descendants of Nordic immigrants.

Nordic social capital is therefore not sufficient for the descendants of Nordic immigrants who arrived 
in the United States more than a century ago to gain an income advantage in America over the descendants 
of other immigrants. And yet the people of the Nordic countries, against the background of Europe and the 
world, have particularly high incomes. It is not this capital, therefore, that is probably the main reason for 
the relatively high incomes of the Nordic countries’ inhabitants compared to those of other countries. This 
is probably due to the way Nordic economies are organized and, possibly, the specific economic policies of 
the Nordic countries.

Let’s sum up. The data referred to and the reasoning behind it justify the conclusion that, under 
comparable conditions, the inhabitants of the Nordic countries with their social capital are more successful 
in the Nordic countries than in the United States. In other words, the social and economic development 
support institutions created in the Nordic countries, as well as Nordic economic policy, provide a 
better environment for development in those societies than the institutions and economic policy in the  
United States.

In this way, Lie and Lind at one fell swoop contradict Sanandaji’s opinion that the successes of the 
Nordic countries are primarily due to their social capital and that in the Nordic countries excessive state 
intervention (an overly tax-funded, over-expanded “welfare state”) has impeded economic development. 
If these views were true, for the descendants of immigrants from the Nordic countries, the surplus of 
their income over that of Nordic residents would turn out to be higher than that of immigrants from other 
countries, in particular those whose economies are more liberal than those of the Nordic countries. By the 
way, it turns out that the “American Dream” is closer to becoming reality in the Nordic countries rather than 
in the United States. 

3.2.4  “The American Dream” – intergenerational income mobility

Sanandaji is right when he writes that “[s]ome far-reaching conclusions have been based on the observation 
that parental incomes have a stronger link to the incomes of their children in the United States than in the 
Nordics [Sanandaji 2016b, p. 149]”. An example is Miles Corak, who thus summarizes the results of his 
research on income mobility differences in the world: “Many Americans may hold the belief that hard work 
is what it takes to get ahead, but in actual fact the playing field is a good deal stickier than it appears. 
Family background, not just individual effort and hard work, is importantly related to one’s position in the 
economic and social hierarchy. (…) In fact, children are much more likely as adults to end up in the same 

5  In particular, income higher than that of the descendants of immigrants from the Nordic countries is achieved, among others, 
by the descendants of immigrants from Luxembourg, Austria, Russia and the Baltic States, the United Kingdom (including the 
English, Scots, and Welsh), as well as a large group of people declaring themselves to be descendants of “immigrants from 
Europe.”
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place on the income and status ladder as their parents in the United States than in most other countries” 
[Corak, 2016, p. 2].

Sanandaji believes that the relatively low intergenerational income mobility in the United States does 
not mean that social advancement is more difficult in this country than in the Nordic countries. The United 
States is much more heterogeneous ethnically and culturally than the Nordic countries. Sanandaji stresses 
that the average income of Americans of African, Asian, Latin American, and white origin varies greatly. 
As a result, more than half of the relationship between children’s income and parents’ income is due to the 
persistence of differences in the average income of these ethnic groups, which – according to Sanandaji – 
makes comparisons impossible.

In short, Sanandaji points to the relative persistence of income differences between different ethnic 
groups in the United States. He underlines that, according to Hertz, these differences explain about half 
of the small intergenerational mobility in the United States. In his opinion, these circumstances somehow 
invalidate (justify?) the conclusions of the high level of intergenerational income elasticity in America, e.g., 
Miles Corak’s conclusions about the chances of social advancement in America.

Commenting on Sanandaji’s opinion, Clara Hendrickson notes: “Unfortunately, he (Sanandaji – B.Cz.) 
doesn’t adequately explain why using race and ethnicity to compare relative social mobility offers a more 
accurate measure than using social class. Instead, he assumes that homogeneity is the bedrock of Nordic 
prosperity” [Hendrickson, 2017]. Indeed, for a consistent advocate of “equal opportunities,” the relative 
persistence of income differences between different social groups and the accompanying low social 
mobility deserve a negative assessment, regardless of whether these groups have been distinguished 
based on a class criterion or based on ethnic or cultural criteria.6 In the case of the United States, this 
persistence and this lack of mobility are simply evidence of the ineffectiveness of state policy, unable to 
ensure equal opportunities, in particular for members of disadvantaged minorities and their children [cf. 
The Economist, 2019].

Joseph Stiglitz similarly agrees. He enumerates the barriers to the social advancement of people of colour 
in the United States. “Residential and educational segregation leads to less opportunity, and employment 
discrimination means that getting a job is more difficult for people of color. This structural discrimination 
creates large wealth gaps between whites and other population groups - inequalities that transmit down 
through generations from parents to children. This is especially troubling given that people of color make 
up a majority of America’s future workforce” [Stiglitz, 2016, Kindle Locations 1122–1126]. 

3.3  Sanandaji on copying the Nordic experience 

Nima Sanandaji’s statements on the impossibility of copying economic solutions from Nordic countries are 
often very general. Sometimes he writes in a way that suggests that the supporters of reforms in the United 
States are seeking, as he puts it, to “mechanically” (“simple”) copy the entire institutional system of e.g., 
Denmark. At the same time he points out that the Nordic countries differ from other countries (e.g., from 
the United States) by their specific culture, size, and ethnic uniformity. In his view, these differences make 
it impossible to draw on the experience of the Nordic countries. As a result, these general opinions are – 
simply – ambiguous and may be true or false, depending on the circumstances.

Yes, for example in Denmark, Bornholm, the roadside sale of fruit and vegetables often consists of 
placing the goods on the stand, together with price information and a moneybox. Buyers handle and pay 
themselves, while the help and supervision of the seller are not needed. It is likely that the attempt to 
transplant this system to a country with less social capital would fail. In my opinion, cultural differences 
would cause that an attempt to apply such a system in Poland would end up with great losses for the 
experimenters.

6  For example, the philosopher John Rawls calls equality of opportunity a situation in which people with the same talents and 
abilities, and those equally willing to use those talents and abilities, have an equal chance of success, regardless of circumstan-
ces such as class, race, and gender, (my italics – B.Cz.) [Mason, 2020]). 
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However, the most recent history of Poland is dotted with examples of successful reforms which consist 
in taking over institutional solutions from other countries and adapting them to local needs and realities. 
For instance, in the 1990s, Polish cities experienced a rapid expansion of shopping centers (“malls”), a 
new way of organizing trade. So why should Poles not also analyze e.g., the activities of Friedman’s “free 
schools” in Stockholm, to use at least part of the Swedish experience in Warsaw or Kraków?

George Lakey gives a whole series of examples of successful transfer of solutions from one country 
to another that contradict Sanandaji’s views [Lakey, 2016, p. 221 ff.]. For example, by creating a public 
transport system, the United States emulated other countries (a modern public transport system was created 
in France in the early 19th century). Extensive public welfare systems exist in countries with such different 
cultures as France and Germany. Ethnic heterogeneity need not hinder but may help the introduction of 
free education. For example, some American universities care about the racial and income diversity of 
their students, because the result is a multiplicity of perspectives and points of view in classes, which is 
conducive to improving the quality of education [Lakey, 2016, pp. 226–227].

These examples show that in many cases the barriers mentioned by Sanandaji are relatively easy to 
overcome. Lakey writes that presenting cultural and other differences as obstacles that prevent reform 
often serves to protect influential interest groups. He suggests, for example, that nothing but the lack of 
political will stands in the way of the United States significantly increasing its investment in infrastructure 
(e.g., the extension of roads and railways) and in high-quality free education.

4  Conclusion
The publication of both Nima Sanandaji’s books has sparked a wave of enthusiastic but superficial 
reviews and commentaries in Poland. An example is Jan M. Fijor’s Afterword to the Polish translation of 
Scandinavian Unexceptionalism.

In praising Sanandaji’s book, Fijor misleads and gives vent to his emotions. Throughout the entire 
Afterword, the author uses persuasive language full of evaluative terms. He mentions, for example, the 
“absurd model” (in Denmark – B.Cz.) (Fijor, 2016, p. 135), “tax terrorism”, [ Fijor, 2016, p. 142] and “social 
terrorism” [ Fijor, 2016, p. 149]. He writes that “[i]nforming in the Scandinavian countries has become 
as popular as trekking or ski sports” [Fijor, 2016, p. 138], that (in Denmark) “the government is doing 
everything it can to discourage producers from working hard and efficiently” [Fijor, 2016, p. 139] and that 
as a result (again in Denmark) “[f]or the overwhelming majority of the society they (businesspeople – B.Cz.) 
are ignorant, frauds and cunning foxes without brakes and morals” [Fijor, 2016, p. 141].

Fijor does not mention the source of this information. This also applies to the opinion that: “[i]n the 
opinion of most of the world’s citizens, including intellectuals, economists and politicians, Scandinavia owes 
its prosperity to generous social benefits, i.e., de facto oppressive taxes and strong state intervention in the 
economy” [Fijor, 2016, p. 135]. The aforementioned Lie and Lind are of a different opinion. Fijor’s view is also 
baseless that “[t]he greatest havoc is being wrought by the caring Scandinavian state in the economic sphere. 
The transfer of resources from the private to the public sector (¼) reduces their productivity and hampers 
innovation” [Fijor, 2016, p. 152]. Statistical data on the level of GDP per capita and the number of triadic patent 
families in the Nordic countries is evidence of very high productivity and innovation [Czarny and Czarny, 2021].

Similarly, referring to the Nordic countries’ high positions in life satisfaction rankings, Fijor writes that, 
“measuring the sense of happiness does not make sense due to the lack of an appropriate unit” (Fijor, 2016, 
p. 136). Since the end of the 20th century, the “economics of happiness”, however, is one of the fastest-
growing sectors of economics [Frey and Stutzer, 2012]. Finally, according to Fijor, the fact that “[t]oday the 
once vigorous Scandinavian porn business has gone bankrupt” proves that the level of life satisfaction of 
the inhabitants of the Nordic countries is not at all high [Fijor, 2016, p. 137]. Another proof is, in his opinion, 
that in the Nordic countries (Denmark, Norway, Sweden) few children are born.7 In fact, e.g., in Sweden in 
2015 the female fertility rate was slightly higher than in the United States (1.85 and 1.84 respectively) and 

7  Fijor even writes that “[t]he fertility of Danish mothers is among the lowest in the world”.
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much higher than in Poland (1.29). In general, the fertility rate in all Nordic countries was higher than the 
average EU fertility rate, and in Denmark, Iceland, Norway, and Sweden it was additionally higher than 
the average OECD fertility rate (OECD data, https://doi.org/10.1787/8272fb01-en, accessed 5 December 2019).

Jan Fijor’s Afterword to the Polish translation of Scandinavian Unexceptionalism is a clear symptom 
of a wider phenomenon. This is evidenced by similar reviews, comments, etc. on the Sanandaji book on 
the Polish Internet, whose authors ignore the publicly available opinions of critics. An example is the 
work of Marek Tatała entitled: Book: Nima Sanandaji refutes the myth of success of the “Scandinavian 
model”, announced by ‘Liberté!’ [Tatała, 2015; similarly e.g.,: Piński, 2015; Jankowski, 2018; ‘Przegląd 
Finansowy’, 2018].

I think that, paradoxically, 30 years after the collapse of “real socialism” in Poland, this is still about the 
effects of the Marxist reconstruction of the Polish economy in 1949. I mean, among other things, the then 
resignation of Polish economists from the ideal of truth, the subordination of economics to non-cognitive 
functions, and the collapse of the level of economics teaching at universities. How else, other than the late 
effects of these dramatic events, can we explain this peculiar absence in the Polish public space of other 
than the laudatory opinions about Sanandaji’s works and this effective suppression of serious economic 
analysis by propaganda?
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It should be noted that the high value of the book under review may be indirectly demonstrated by the very 
fact of its publication in such a prestigious publishing house as Routledge. This publishing house is one of 
the most respected publishers of economic texts in the world. In addition, it is worth noting that in the last 
few years, there has been a tendency for Routledge to open up more to issues and authors from Central and 
Eastern Europe. Therefore, in a sense, Polish authors are the beneficiaries of this opening, and their texts 
are relatively more often published by top-shelf publishers.

The great and undeniable advantage of the book is its timeliness and the pace at which it was written. 
At the time of writing this review, that is, in September 2021, a year and a half has passed since the outbreak 
of the COVID-19 pandemic in Poland. It should be emphasized that in such a short period of time a mature, 
well-thought-out, interdisciplinary work was created, dealing with several important aspects of the plague 
and at the same time constituting a kind of “Polish voice” in the international discussions addressing the 
issues of getting to know, investigating, and interpreting the various consequences of the “black swan,” 
which is the SARS-Cov-2 coronavirus.

Therefore, it was very good that a group of academics from the Warsaw School of Economics started 
researching the signalled issues and an important study was created, which is significant not only for what 
has already happened, but may also be useful in the future, even in the near future, as the pandemic is still 
ongoing, and predictions are made of the so-called fourth wave.

The discussion on the COVID-19 pandemic in the scientific literature as well as in journalism should be 
interdisciplinary, as the plague is a multidimensional phenomenon in itself. In the reviewed book, attention 
was focused on two aspects – economic and legal. From this point of view, the study is a “bull’s-eye.” It 
provides a broader research perspective in the approach to pandemic issues, and this broader horizon is 
very much needed when we want to deeply reflect on the interpenetration of the two mentioned aspects of 
the plague: economic and legal ones. Moreover, the considerations in the book may turn out to be useful 
for conducting comparative analyses in an international cross-section and may be useful in discussing the 
shaping of future solutions in periods of possible subsequent pandemics and in building post-pandemic 
reality/normality. Thus, the breadth and importance of the issues raised as well as a relatively broad 
research perspective constitute the second important advantage of the discussed work.

The third strength of the study is “The economic and legal impact of COVID-19. The case of Poland” is a well-
thought-out, clear concept, well connected with the goals of the conducted research procedure. This is certainly 
due to Jerzy Menkes and Magdalena Suska, who have addressed the challenge of scientific editing of the study.

As emphasized above, the book’s advantage is its interdisciplinary dimension. The editors emphasize 
this circumstance in the introduction to the work, noting that the authors’ reflections include the legal, 
economic, and social aspects of the pandemic. However, what is an asset of the study for the reader, may 
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pose some difficulty for the reviewer in assessing the work. It manifests itself even when assessing the 
declared goals of the study. These goals are as follows (p. 3):

•	 Objective 1 – to examine the compliance of actions taken by Poland in the face of COVID-19 with the 
objectives and principles of international organizations of which it is a member and to draw conclusions 
from these experiences with a view to prevent possible future similar disasters.

•	 Objective 2 – assessment of Poland’s activities based on EU regulations (in particular, on state aid 
and public procurement) taken in connection with the COVID-19 outbreak and the likely importance 
of financial support for Poland (as part of the long-term EU budget for 2021–2027 and the emergency 
reconstruction programme Next Generation EU) aimed at mitigating the negative effects of the pandemic 
and supporting recovery.

•	 Objective 3 – assessment of the impact of the pandemic on the implementation of the European Green 
Deal in Poland.

For an economist, a certain difficulty is a professional reference, especially to the method of achieving 
the first goal. It turns out that both international and national legal regulations relating to the broadly 
understood issue of pandemic response are quite complicated. However, when responding generally to the 
declared objectives of the work, it can be stated that they have been defined in an understandable manner 
and the reader should feel satisfied with the convincing arguments provided, which justify undertaking of 
the reported research.

The “supporting structure” reflecting the transparency and correct structure of the work is provided 
in the following table of contents (the original English titles of the individual components of the book are 
given below):

Introduction
1. International Disaster Response Law (IDRL) in Poland
 Jerzy Menkes and Magdalena Suska
2. The legal aspects of the introduction of a lockdown in Poland
 Jerzy Menkes
3. Poland in international cooperation in the face of the COVID-19 challenge
 Magdalena Suska
4. Poland and EU cooperation – mechanism of joint public procurement (COVID-19)
 Łukasz Dawid Dąbrowski
5.  The EU funds for addressing the consequences of the COVID-19 pandemic: Implications for Poland
 Elżbieta Kawecka-Wyrzykowska
6. Financial measures adopted in Poland in light of the COVID-19 state aid EU framework
 Adam A. Ambroziak
7. Poland and the European Green Deal amidst the pandemic
 Marzenna Błaszczuk-Zawiła
8. The emergency measures underpinning Poland’s Convergence Programme 2020: The Case of the trade
 credit reinsurance scheme
 Alina Dorota Szypulewska-Porczyńska
9. Polish banking sector in the face of COVID-19
 Andrzej Janik
10. Summary and Conclusions

The advantage of the above-described concept and structure of the book is that, depending on the 
needs of the reader, it can be read in an individualized way:

•	 A reader with extensive, comprehensive interests may find it useful to study the entire book – this 
approach is recommended for those readers who are interested in a relatively comprehensive 
understanding of the analysed aspects of the pandemic.
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•	 A reader with more selective interests related to a specific aspect of COVID-19, but at the same time 
wishing to get an overview of the book’s issues in general, should read the Introduction, chapter(s) of 
interest, and Chapter 10 (summary and conclusions).

•	 A reader with very selective interests (focused only on a specific aspect of a pandemic – for example, 
pandemic effects in the banking sector), may read a selected chapter of the book – this is possible due 
to the fact that the book’s chapters have a modular, relatively independent formula.

Another strong point of the book is the competent, strong authors’ team, which directly affects the 
content and form of the considerations conducted. All chapters are written very thoroughly. As a rule, the 
authors used a broad, extensive, and varied literature on the subject. They skilfully selected and used it. It 
is also important that the latest, up-to-date bibliographic achievements in the researched field were used 
as far as possible. The strength of the author’s team is also manifested in the fact that it is a very well-
balanced team. The professional level of the individual chapters is high. It is difficult to properly distinguish 
any of the chapters, both in the positive and negative sense. Being aware of the subjectivism of the choice 
made, I would like to make an exception and point to two chapters as deserving special recognition from 
the economist’s point of view. First of all, I mean Chapter 5, the author of which is Professor Elżbieta 
Kawecka-Wyrzykowska. The fifth chapter deserves a distinction for its compactness, and at the same time 
comprehensive presentation of the EU funds for addressing the consequences of the COVID-19 pandemic 
in the whole of the EU and in Poland (funds coming from a regular multiannual EU budget and from the 
extraordinary New Generation EU Facility). The uniqueness of this chapter is also related to the fact that 
it relates to the future. Second, appreciation is due to the author of Chapter 6, Professor Adam Ambroziak, 
who faced the difficult task of presenting, organizing, and assessing the financial tools used in Poland in 
the fight against the pandemic under EU state aid regulations. By the way, it would be worth considering 
the change in the order of these two chapters – it seems that the sixth chapter, focused on the ex-post 
perspective, should be preceded by the fifth chapter focusing on the ex-ante approach.

It is also the duty of the reviewer to refer to the methodology and research methods used in the study. 
The declaration of the authors’ team on this matter is very laconic. It was presented in the introduction to 
the work (p. 3) and basically comes down to the statement that in the legal research part the dogmatic-legal 
and legal-comparative methods were used, and in the economic part, the descriptive analysis method was 
applied, as well as selected statistical methods.

Two postulative observations can also be made, when addressing the work under review:

•	 Although the authors note in the introduction to the book that they have not set themselves the task 
of providing an exhaustive overview of the broad pandemic issue in relation to Poland, it would be 
advisable, perhaps, to try to deal with other aspects of COVID-19. However, it would probably require 
building a larger, wider research team, which would make it possible to address topics that have not 
been covered so far.

•	 A high rating of the reviewed work is accompanied by an “appetite for more” in yet another sense of the 
word. Perhaps it is worth considering the idea of conducting, at least to a limited extent, comparative 
analyses on an international scale. Inevitably, such a study could concern a limited group of countries, 
but it seems that comparing Poland’s situation with several carefully selected benchmarks could lead 
to significant added value. Maybe this can be included in the possible preparation of the second edition 
of this valuable work?

XXX

Summarizing the above remarks, it should be stated that the work “The economic and legal impact of 
COVID-19. The case of Poland” is undoubtedly a very up-to-date, necessary publication addressed to a wide 
group of potential readers. The study has a clear structure, is characterized by a high level of substantive 
considerations, is correct in terms of methodology and research methods, and also refers to the latest, 
extensive, and carefully selected literature on the subject.

Marian Gorynia
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