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Adam Szyszka*

Editorial

https://doi.org/10.2478/ijme-2021-0013

Welcome to the second issue of the International Journal of Management and Economics (IJME) in 2021, 
volume 57. It consists of four empirical and two conceptual papers in various areas of economics and 
management. The geographical scope of this issue is generally confined to Europe, with a special emphasis 
on Poland.

Joanna Mazur and Magdalena Slok-Wodkowska in the first article entitled “The European Union’s 
Regional Trade Agreements. How the EU addresses challenges related to digital transformation?”, provide 
an insight into the regulatory solutions of the e-commerce sector adopted in the regional trade agreements 
(RTAs) of the European Union (EU). The authors argue that even though the regulatory dimension of global 
economic trade attempts to somehow address the issues resulting from the specific characteristics of 
the digital economy, the process is still in its infancy. The majority of provisions do not consider the key 
problems that impede international digital trade.

The second article is entitled “Misselling consumer awareness study. Circumstances surrounding 
the occurrence of misselling,” and it is by Czesław B. Martysz and Jan P. Rakowski. The authors define 
misselling as “the sale of financial services that do not meet the needs of consumers or the mere way 
in which they are sold, which is not appropriate to the nature of those services.” They present the most 
important circumstances surrounding the occurrence of misselling and later examine the level of consumers’ 
awareness and knowledge of the problem. They suggest possible ways to protect against misselling, among 
which the most important postulate is to increase the level of consumers’ financial education.

The third paper, entitled “Perception of Sources of Private Wealth. A qualitative study of perceptive 
schemes of Western and Eastern-Bloc students,” is by Joanna Pietrzak. The study uses directed qualitative 
content analysis of 115 essays written by students from Poland, Austria, Russia, The Netherlands, Germany, 
Sweden, and Ukraine. A structured matrix of four predetermined sources of wealth—CEO compensation, 
financial trading, entrepreneurship, and inheritance—was developed and subsequently confronted 
with students’ perceptions. As a result, two conceptual models were developed, presenting differences 
in perceptive schemes of students from Western and Eastern-Bloc countries. Then, the perceptions were 
confronted with empirical data from the Forbes List of Billionaires. This paper provides an interesting 
example of how essays written by students can become a source of empirical research. It is also a good 
example of employment of directed qualitative content analysis in socioeconomic research.

The next paper, entitled “Sustainable development and management of medical tourism companies in 
Poland,” is by Anna Wiśniewska. The study focuses on medical tourism companies located in big Polish 
metropolises, namely, the voivodship of the Upper Silesia, Warsaw, Cracow, and Szczecin. A 51-question 
survey was carried out among 214 firms specializing primarily in aesthetic medicine and plastic surgery. The 
author argues that development of companies in medical tourism is a certain component of metropolises’ 
sustainable development. The paper includes a vast array of data showing a dynamic development of this 
kind of services.

The fifth article, “Power asymmetry and value creation in B2C relationship networks,” is by Marcin 
Wieczerzycki. The purpose of this paper is to explore the problem of power distribution within networks of 
relationships between companies and consumers and to analyze the ways in which value is created in such 
structures. The author applies the network approach to multiple theoretical constructs describing collective 
consumer behavior, carried over from the field of sociology to management science. Based on literature 
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and interesting case study analysis, he proposes following the typology of B2C networks: “publics – centred 
around and dominated by a company, with no relationships between consumers themselves, creating value 
through crowd-sourcing; communities – also centred around a company, but independent to a degree and 
more focused on C2C relationships, creating value through consumer-managed projects; tribes – where 
companies serve only as peripheral actors, and their products as potential symbols of affiliation, with value 
being created through creation and reinterpretation of said products’ meanings (sign value).”

The final paper in this issue is about some specific aspects in taxation of foreign direct investment 
(FDI) in Poland in the context of recent developments aimed at prevention of international tax avoidance. 
Magdalena Janiszewska and Marcin Jamroży in their article entitled “Permanent establishment as a foreign 
direct investment in Poland: Identification of tax barriers in the context of new tax development” draw 
our attention to potential negative consequences to economic activity as a result of the new approach to 
taxation of FDI in Poland, particularly in the legal form of “a permanent establishment.” The study relies 
on the most current tax rulings and judgments of administrative courts issued between 2017 and 2020. The 
authors conclude that not so much the effective tax burden but the regulatory ambiguity surrounding the 
tax obligations may contribute to the reduction of Poland’s attractiveness as a location for FDI.

As on all previous occasions, we hope that this issue of the IJME will be an inspiring source of knowledge 
for a large group of our Dear Readers. We encourage you to cite IJME articles in your academic works. Our 
publishing system constantly searches for cross-references and notifies our authors each time the paper is 
cited in an online source.
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Abstract: The objective of this paper is to provide insight into the regulatory solutions that refer to the 
electronic commerce (e-commerce) adopted in the regional trade agreements (RTAs) of the European 
Union. Our goal is to compare these regulatory measures with the obstacles indicated in the literature as 
key issues hampering international digital trade. We provide a formal-dogmatic analysis of all of the newly 
adopted RTAs. The findings resulting from this analysis indicate that even though the regulatory dimension 
of global economic trade attempts to somehow address the issues resulting from the specific characteristics 
of the digital economy, the process is still in its infancy. The majority of provisions do not consider the key 
problems that impede international digital trade. The originality of our work results from its focus on the 
most recent RTAs, the analysis of which is hardly present in the scholarship.

Keywords: digital trade, electronic commerce, European Union, regional trade agreements
JEL Classification: F1, K2, O31

1  Introduction
Even before the COVID-19 pandemic pushed the transformation into the digital economy, the popularity 
of Internet platforms that offered shipping overseas grew rapidly: The examples of Amazon or AliExpress 
show that the geographical distance between a seller and a buyer loses its importance. Ordering a book 
from the United States to Germany, or a hair dryer from China to Poland is comparatively simple and often 
cheaper than ordering one from the nearest shop. This may be perceived as a change in the global trend of 
participating in international trade: Platforms, as intermediaries, allow not only small- and medium-sized 
enterprises (SMEs), but also individuals, to buy from producers and sell their products to customers located 
anywhere in the world.

These changes are envisaged also in international agreements governing trade relations. As a multilateral 
legal framework for electronic commerce (e-commerce) is yet to be negotiated, this new issue is mainly 
addressed in regional trade agreements (RTAs). The aim of our paper is to answer the question whether the 
RTAs that were recently negotiated by the European Union (EU) address the challenges stemming from the 
digital transformation and new trends of international trade. As we show, the World Trade Organization 
(WTO) is unable to tackle this issue on the multilateral level. Thus, RTAs became, in fact, the only possible 
source that could provide an internationally agreed legal framework for cooperation within this field. 

Conceptual Paper
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The question is whether a necessity to do so is in any way envisioned in the adopted agreements, or do 
they rather provide a very limited approach to e-commerce. We intend to especially consider the new-type 
RTAs of the EU concluded mainly with developed countries, namely, with South Korea, Canada, Japan, 
Singapore, and Viet Nam.

First, we present an overview of barriers to the development of e-commerce, identified on the basis 
of desk research focusing on challenges related to international law’s current framework. Next, we 
characterize the EU’s current involvement in international e-commerce and the obstacles that the EU 
identifies as the barriers to e-commerce development. Then, we present the analysis of the provisions of 
the trade agreements of which the EU is a party. We consider chapters and provisions that refer mainly to 
e-commerce but also, to some extent, to data protection and intellectual property (IP) and analyze these 
with a view to uncover a possible regulatory model as well as its influence on the increase of e-commerce.

Our conclusions are important not only from the perspective of the current trends of regulating 
e-commerce in international law, but also because they may provide valuable insights into the future 
development of this area of international law, as there is a strong need for rethinking the role of international 
trade law in the era of digitization. As the regulatory framework has an impact on the possibilities of 
development of international digital trade, it is vital to examine whether it facilitates international 
e-commerce or hinders the accomplishment of the potential created by new technologies in this area.

Our research is based mostly on formal-dogmatic analysis of legal acts: We scrutinize the adopted 
provisions and critically analyze them in order to propose an assessment of their potential influence on 
international digital trade. We support our analysis with a literature review. However, it mostly serves 
as a supplementary method. Due to the novelty of the analyzed legal acts, the literature on this topic is 
scarce. Thus, the literature review in Section 2 is mostly used for the description of the barriers to cross-
border e-commerce. 

2  Barriers to cross-border e-commerce: A preliminary overview
Even though it seems obvious that cross-border trade undergoes significant changes due to digital transition, 
it is hard to unambiguously grasp the nature of the impact of digitization on global commerce. What is 
vital in terms of the attempts to regulate cross-border e-commerce, as defining what actually determines its 
development, provides the basis for discussing the adequacy of regulation. Due to this reason, this section 
of the article provides a preliminary overview of the obstacles for cross-border e-commerce identified in the 
literature. 

2.1  National regulatory measures as obstacles for trade in digital services

The attempt to quantify the regulatory obstacles for digital services was introduction of the Organisation for 
Economic Co-operation and Development (OECD) Digital Services Trade Restrictiveness Index (Digital STRI), 
which focuses on the regulatory measures that influence openness or restrictiveness toward services traded 
digitally [see Ferencz, 2019]. Digital STRI is based on the analysis of the following areas of the regulations: 
(1) Infrastructure and connectivity; (2) electronic transactions; (3) payment systems; (4) IP rights; and (5) 
other barriers affecting trade in digitally enabled services. In each of these areas, the number of particular 
regulatory measures was identified [see Ferencz, 2019, p. 18]. The examples include criteria such as “Cross-
border data flows: cross-border transfer of personal data is possible to countries with substantially similar 
privacy protection law”; “Laws or regulations provide electronic signature with the equivalent legal validity 
with hand-written signature”; “Discriminatory access to payment settlement methods”; or “Restrictions on 
online advertising”. The barriers identified in these areas are subjected to scoring (“1” if they exist, and “0” 
if they do not). The calculation based on the scoring and on the input from experts allows the assessment 
of the overall openness/restrictiveness of the particular national regulatory framework to digital services 
from other countries. The developed index operates on a scale ranging from “1” (which signifies maximum 
restrictiveness) to “0” (which indicates maximum openness).
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The data show that in the case of the majority of the countries, no change in restrictiveness or openness 
of the regulatory measures referring to digital services has taken place since 2014, when the index was 
calculated for the first time. Moreover, the in-depth analysis of the Digital STRI for G20 countries indicates 
that the changes in the regulatory policies of the G20 countries in the years 2014–2018 had rather led to 
a more restrictive approach toward digital international trade than to more openness for digital services 
from other countries: “Seven G20 countries have a more restrictive regulatory environment in 2018 than 
they had in 2014, and only three countries have lowered their index values. In nine countries, the indices 
remained the same across the years” [Ferencz and Gonzales, 2019, p. 7]. Data from 2020 indicate a change 
in this regard, probably due to the COVID-19 pandemic and the necessity to facilitate the provision of digital 
services [OECD, 2021, pp. 11–12]; however, it is too early to make any assumptions concerning the long-term 
trend of reduction of the regulatory barriers to digital services.

The Digital STRI shows that the significance of the regulatory barriers grows, as the states become more 
prone to the adoption of restrictive approach toward digital services. The index is, however, focused on the 
analysis of the national legal orders. Thus, our analysis approaches the issue of tackling the barriers to 
e-commerce in other types of legal acts, namely, in the RTAs of the EU. In Table 1, in addition to the index, 
we also indicated the nature of the relations between a given third state and the EU, which is a key factor in 
our analysis. We divided RTAs that are already in force into two categories, namely, old type and new type. 
New-type RTAs of the EU are those concluded relatively recently, with a focus on economic cooperation and 
liberalization rather than political ties [Słok-Wódkowska, 2017] and, therefore, also more likely to regulate 
digitalization and e-commerce. 

Table 1. Digital STRI 

Year 2014 2015 2016 2017 2018 2019 2020

Country
Australia – negotiating 0.083 0.083 0.083 0.083 0.083 0.083 0.083

Austria 0.083 0.083 0.083 0.202 0.202 0.202 0.202

Belgium 0.162 0.162 0.162 0.162 0.162 0.162 0.162

Canada – new type of RTA 0.162 0.043 0.043 0.043 0.043 0.043 0.043

Chile – old type of RTA 0.263 0.263 0.263 0.263 0.263 0.263 0.263

Colombia – old type of RTA 0.299 0.299 0.299 0.299 0.299 0.299 0.299

The Czech Republic 0.141 0.141 0.141 0.141 0.141 0.141 0.141

Denmark 0.144 0.104 0.104 0.104 0.104 0.104 0.104

Estonia 0.083 0.083 0.083 0.083 0.083 0.083 0.083

Finland 0.101 0.101 0.101 0.101 0.101 0.101 0.101

France 0.123 0.123 0.123 0.123 0.123 0.123 0.123

Germany 0.144 0.144 0.144 0.144 0.144 0.144 0.144

Greece 0.144 0.144 0.144 0.144 0.144 0.144 0.144

Hungary 0.166 0.166 0.166 0.166 0.166 0.166 0.166

Iceland 0.148 0.148 0.148 0.267 0.267 0.267 0.267

Ireland 0.144 0.144 0.144 0.144 0.144 0.144 0.144

Israel – old type of RTA 0.18 0.18 0.18 0.18 0.18 0.18 0.18

Italy 0.126 0.126 0.126 0.126 0.126 0.126 0.126

Japan – new type of RTA 0.064 0.064 0.064 0.104 0.104 0.104 0.104

Korea – new type of RTA 0.141 0.123 0.123 0.123 0.123 0.145 0.145

Latvia 0.104 0.104 0.104 0.223 0.223 0.223 0.223

Lithuania 0.104 0.104 0.104 0.104 0.104 0.104 0.104

Luxembourg 0.083 0.083 0.083 0.083 0.083 0.083 0.083

(Continued)
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Year 2014 2015 2016 2017 2018 2019 2020

Country
Mexico – agreement in principle and 
old type of RTA in force

0.3 0.101 0.101 0.101 0.101 0.101 0.101

The Netherlands 0.104 0.104 0.104 0.104 0.104 0.104 0.104

New Zealand – negotiating 0.18 0.18 0.18 0.18 0.18 0.18 0.18

Norway 0.083 0.083 0.083 0.083 0.061 0.061 0.061

Poland 0.184 0.144 0.263 0.263 0.263 0.263 0.263

Portugal 0.184 0.145 0.145 0.145 0.145 0.145 0.145

The Slovak Republic 0.101 0.101 0.101 0.101 0.101 0.101 0.141

Slovenia 0.104 0.104 0.083 0.083 0.242 0.242 0.242

Spain 0.123 0.123 0.123 0.123 0.123 0.123 0.123

Sweden 0.144 0.144 0.144 0.144 0.144 0.144 0.144

Switzerland 0.083 0.083 0.083 0.083 0.083 0.083 0.083

Turkey – old type of RTA 0.083 0.163 0.202 0.202 0.202 0.264 0.264

The United Kingdom 0.083 0.083 0.083 0.083 0.083 0.083 0.083

The United States 0.083 0.083 0.083 0.083 0.083 0.083 0.083

Non-OECD economies

Argentina – agreement in principle 0.361 0.34 0.281 0.281 0.321 0.321 0.34

Brazil 0.227 0.227 0.267 0.267 0.267 0.267 0.245

China (People’s Republic of) 0.488 0.488 0.51 0.51 0.51 0.51 0.51

Costa Rica – old type of RTA 0.043 0.043 0.043 0.043 0.043 0.043 0.043

India 0.239 0.239 0.304 0.304 0.343 0.343 0.343

Indonesia 0.307 0.307 0.307 0.307 0.307 0.307 0.227

Kazakhstan 0.228 0.228 0.268 0.506 0.567 0.647 0.647

Malaysia 0.126 0.126 0.126 0.126 0.126 0.126 0.126

Peru 0.242 0.242 0.242 0.242 0.242 0.242 0.242

Russia 0.241 0.281 0.281 0.3 0.3 0.319 0.341

Saudi Arabia 0.206 0.206 0.206 0.206 0.386 0.386 0.405

South Africa – old type of RTA 0.342 0.342 0.342 0.342 0.342 0.342 0.342

Thailand 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Data: OECD, access: https://stats.oecd.org/Index.aspx?DataSetCode=STRI_DIGITAL#. Additionally, in Table 1, we indicate 
whether the particular country is a party of the old or the new type of RTA (see explanation in the following text).
Digital STRI, Digital Services Trade Restrictiveness Index; RTA, regional trade agreement; OECD, Organisation for Economic 
Co-operation and Development.

2.2   Regulatory obstacles for digital trade in goods and services: Conceptual 
framework

Another overview of the challenges faced when engaging in cross-border e-commerce was presented in 
a recent working paper, “Unpacking E-Commerce: Business Models, Trends and Policies” [OECD, 2019b], 
which provides the basis for the below-presented categorization of obstacles for cross-border e-commerce. 
In contrast to Digital STRI, the catalog of identified barriers includes the obstacles for trade in both goods 
and services. Thus, this conceptual framework better fits our analysis of the provisions included in the RTAs 
concluded by the EU in the recent years.

First, the authors note the difficulties concerning the application of well-established categories, such as 
goods and services, in the context of e-commerce businesses [see Chander, 2019; Neeraj, 2019; OECD, 2019b]. 
As Neeraj notes, “In the digital economy, much of the value of an increasing number of manufactured goods 
is being captured in the smart services that they incorporate (servicification of manufacturing)” [Neeraj, 

Table 1. (Continued)
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2019, pp. 121–122]. Technologies, such as 3D manufacturing or the Internet of Things, cross the traditional 
boundaries between what is physical and what is intangible. Due to this reason, the traditional regulatory 
framework and the division between liberalization of trade in goods and services is hardly possible to 
transmit to the digitized reality.

Second, it must be noticed that digitization also has an impact on the trade in goods as such. The 
increasing number of small-value packages, which results from direct participation by individuals in 
business to consumer (B2C) (or even customer to customer [C2C]) e-commerce [MacKinsey Global Institute, 
2016, p. 7], raises challenges “with respect to the processing capacities of customs agencies and issues 
arising in areas such as fraud, illicit trade, safety, security and revenue collection” [OECD, 2019b, p. 22; 
see also: World Customs Organization, 2018]. Moreover, the development of Internet platforms facilitates 
participation in cross-border e-commerce not only for customers but also for SMEs. From the strictly 
technological perspective, provision of goods and services to customers all around the globe does not raise 
many problems.

It does, however, raise problems from the regulatory point of view. The differences in, for instance, 
customer protection regulation or territoriality of the copyrights, limit the possibilities for using the 
potential of e-commerce to the fullest. Thus, thirdly, in spite of opportunities, such as facilitation of scaling, 
scoping, and speeding up trade [López González and Ferencz, 2018, pp. 10–11], offered by e-commerce sales 
channels, regulatory differences in areas such as “consumer protection, contract law, labelling, logistics 
and distribution systems, taxation and technical specifications such as interoperability of payment 
systems” [OECD, 2019b, p. 22] make it more challenging for businesses to use these opportunities. SMEs are 
especially vulnerable to the differences in, e.g., customer protection regulation and could benefit from the 
facilitation of e-contract laws [International Trade Centre, 2016].

Fourthly, digitization causes the various areas of regulation to undergo changes in their significance in 
terms of their impact on cross-border trade. Regulations concerning data (data protection, free flow of data) 
become much more vital for trade taking place in the digital environment, compared to their implications 
in the physical world. Measures such as data location requirements, data transfer requirements, online 
censorship, and data protection regulation [see Sen, 2018] determine the possibilities for foreign companies 
to conduct cross-border business.

Moreover, there are challenges that result from the economic dimension of e-commerce. It must be 
noted that – from a global perspective – challenges concerning e-commerce development vary depending 
on individual states’ digital development level (Internet access, human capital). However, on a global scale, 
it is possible to observe a universal trend of the ongoing increase of the market power possessed by a few 
private companies that are the biggest market players (digital platforms) in the e-commerce area. As Neeraj 
[2019, p. 129] notes, “An analysis of the market structure of these online platforms reveals that they are 
overwhelmingly dominated by a few firms, most notably Alphabet (the parent company of Google), Amazon, 
Apple, Facebook, and Microsoft. These technology companies are today also the largest companies in the 
world by market capitalization.” The tendency of the digital, mostly American, companies to monopolize 
the market and to spread their influence over other areas creates challenges for competition law and policy. 
Attempts to address the relation between data and competition law [Costa-Cabral and Lynskey, 2017] for 
now do not seem to provide sufficiently well-developed answers to the appearing problems.

Additionally, research on the determinants of cross-border e-commerce also highlights the importance 
of digital technology integration by the entrepreneurs who engage in such trade [see Ford, 2017; Mazur et 
al., 2018]. This shows that there are certain areas of regulation, e.g., IP law and copyrights, which may have 
indirect impact on the readiness of – especially – SMEs, to become involved in cross-border e-commerce. 
An example is a debate provoked by the proposal of the directive on copyright and related rights in the 
digital single market (DSM) [Directive (EU) 2019/790] in the EU, concerning the impact of the implemented 
obligations referring to the technological solutions that should be applied by platforms and their impact on 
SMEs. Specifically, the obligation to use filtering algorithms makes it disproportionally difficult for small 
players to enter the market because such algorithms are expensive. The possibilities for SMEs, which are 
unable to afford such solutions, to enter the market of platforms that serve the purposes of content sharing 
are, therefore, restricted by the new regulations adopted in the EU. 
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3   Data on the participation of the EU’s SMEs in international 
e-commerce

What seems to hamper the possibilities to face all the above-mentioned challenges is – paradoxically – lack 
of data [Economics and Statistics Administration and the National Telecommunications and Information 
Administration, 2016]. Especially in the global perspective, we lack sufficient evidence for building evidence-
based policies. The problem – and proposals for its solution – is frequently mentioned in, e.g., OECD’s 
publications on the matter [OECD, 2019a]. On the one hand, the approach that focuses on goods belonging 
to the information and communications technology (ICT) category does not capture the above-mentioned 
fluent shift from goods to services. On the other hand, including only trade in digital services does not 
allow the capture of the full picture of global digital trade. Moreover, focusing on the trade performed by 
companies does not guarantee that the flows resulting from direct transactions between individuals will 
be properly estimated. Additionally, the development of cryptocurrencies has led to a further portion of 
transactions that take place to go unnoticed. The ability to grasp the abstract overview of the technological 
dimension of the ongoing changes [see United Nations Conference on Trade and Development, 2017] does 
not necessarily translate into sufficient information to develop adequate regulatory solutions.

Due to the focus of our analysis on the provisions included in the RTAs concluded by the EU, we focus 
on available data concerning the participation in cross-border e-commerce by SMEs from the European 
states. Eurostat Digital Economy and Society Index (DESI) data concerning e-commerce do provide us with 
some information on the openness of European enterprises on cross-border e-trade (both with other EU 
countries, and with the rest of the world). Table 2 illustrates the major differences in the percentages of 
enterprises of the EU Member States engaged in e-commerce sales within the borders of a particular state, 
with other EU countries, and with countries outside of the EU. The presented data are drawn from DESI 
provided by Eurostat, and these refer to the percentage of enterprises among all enterprises (≥10 persons 
employed), excluding the financial sector, for the year 2019.

This brief outlook on the data concerning European enterprises suggests the existence of 
nontechnological barriers for enterprises to use e-commerce in the cross-border context: While the lowest 
score of enterprises engaged in e-commerce sales on the scale of a particular state is 10.3% in the case of 
Bulgaria, for e-commerce with other EU states, the score is 3.3% (Bulgaria), and for e-commerce with the 
rest of the world, the percentage is only 1.7% (Romania). Despite their ability to participate in e-commerce, 
SMEs do not prefer to enter the global market and sell to customers from non-EU states.

This should shift our attention to the question regarding the barriers that should be tackled in order 
to increase enterprises’ willingness to participate in cross-border electronic trade. The list of the obstacles 
identified by the European Commission includes the following: Differences in postal regulations and 
charges, regimes of the seller’s liability for defects in goods, differences in the law of contracts, problems 
in pursuing claims, copyright terms, privacy protection requirements, creation and operation of service 
infrastructure, differences in technical standards, and the aspect of payment for goods or for service 
[Commission, 2015; see Śledziewska et al., 2016, pp. 40–49]. This list of factors, which have been identified 
by the European Commission, having an impact on the trade among EU Member States, to a great extent, 
resembles the above-mentioned obstacles for e-commerce in the global context, as illustrated in Table 3.

The question, however, remains whether the international law actually addresses these challenges and 
serves as a factor facilitating international e-commerce? The analysis below attempts to assess which of 
these numerous obstacles of international digital trade are somehow addressed by the RTAs concluded 
recently by the EU.

4  E-commerce in the EU trade agreements
The need for regulating e-commerce, or even the broader digital economy, is nothing new. From the 
globalized world economy point of view, multilateral regulations are the best way of providing regulatory 
framework and tackling barriers. Therefore, there are many voices calling for the WTO to act.
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Table 2. Enterprises engaged in electronic sales 

Country Indicator: Enterprises having 
done electronic sales in their 

own country

Indicator: Enterprises having 
done electronic sales to other  

EU countries

Indicator: Enterprises having  
done electronic sales to the  

rest of the world

Austria 23.91 15.14 8.77
Belgium 29.49 16.10 7.15
Bulgaria 10.32 3.29 1.94
Cyprus 12.95 8.83 7.08
The Czech Republic 29.14 16.10 5.48
Germany 18.68 10.29 4.88
Denmark 31.98 11.01 6.87
Estonia 20.19 9.75 5.00
Greece 10.93 4.16 2.90
Spain 20.58 7.70 4.72
Finland 27.58 9.11 5.15
France 18.66 6.72 4.32
Croatia 19.59 10.51 7.51
Hungary 14.45 5.68 2.55
Ireland 38.38 18.36 12.42
Italy 13.71 6.66 4.56
Lithuania 24.13 13.10 7.05
Luxembourg 11.75 8.46 2.89
Latvia 12.85 6.77 4.06
Malta 22.07 13.21 9.67
The Netherlands 26.49 13.44 5.37
Poland 15.41 5.90 3.01
Portugal 16.47 8.32 6.40
Romania 10.39 6.07 1.65
Sweden 31.89 10.78 7.19
Slovenia 21.99 13.05 5.39
Slovakia 14.37 7.28 2.49
The United Kingdom 25.60 8.37 6.20

Data: Eurostat (Digital Economy and Society Index). As the data consider the year 2019, when the UK was still a Member State 
of the EU, it is included in the table.
The table was generated using the DELab DESI app: https://desi.delabapps.eu.

There have been attempts in the WTO to tackle digital trade since 1998, when the Ministerial Declaration 
on Global Electronic Commerce was issued [WTO, 1998a], followed by preparation of the Work Programme 
on Electronic Commerce [WTO, 1998b]. The program was an introductory document, with a very wide scope 
of application. It was also one of the first attempts to define e-commerce, which for the purpose of preparing 
the Work Programme “is understood to mean the production, distribution, marketing, sale or delivery of 
goods and services by electronic means”. The definition is extremely broad, and it probably does not reflect 
the WTO’s or its members’ position on how to understand e-commerce in international law. But it also 
proves that members of the WTO were aware of the broadness of this issue already in 1998 and how deeply 
digitization influences trade issues.

The Work Programme, prepared in 1998, listed the provisions of the WTO agreements that, on the one 
hand, can be affected by the digital transformation and, on the other, can affect digital trade. The most 
comprehensive report that has been prepared was the one concerning trade in services [WTO, 1999]. It 
showed that, according to the debating members, all modes of services can be delivered online. Therefore, 
the majority of the analyzed provisions of the General Agreement on Trade in Services (GATS) are advised 
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Table 3. Comparison of the various categorizations of obstacles to digital trade

Digital STRI OECD – conceptual framework European Commission

Areas of regulation in which the national 
regulatory measures have an impact on 
trade in international digital services

Categorization of the obstacles for  
international e-commerce 

Factors having impact 
on digital trade between 
the Member States

Infrastructure and connectivity Blurring boundaries between goods and services Differences in postal 
regulations and 
charges

Electronic transactions Changing trends in trade of goods (e.g., direct 
costumers’ participation in international trade)

Regime of seller’s 
liability for defects  
in goods

Payment systems Regulatory differences in areas such as “consumer 
protection, contract law, labelling, logistics and 
distribution systems, taxation and technical 
specifications such as interoperability of payment 
systems”

Differences in the  
law of contracts

Intellectual property rights Growing importance of regulatory measures concerning 
data (e.g., data location requirements, data transfer 
requirements, online censorship, data protection 
regulation)

Problems in pursuing 
claims

Other barriers affecting trade in digitally 
enabled services

Economic factors typical for digital dimensions Copyright terms

Integration of digital technologies by SMEs Privacy protection 
requirements
Creation and 
operation of service 
infrastructure
Differences in technical 
standards
Aspect of payment for 
goods or for service

to be applied to the same extent to traditional and digital services. It also proves that within the regulatory 
framework of the WTO, services are perceived as affected the most by the digital transformation. It is 
also proven by the existing case law, e.g., US – Gambling [2004; Appellate Body Report, 2005], Mexico – 
Telecoms [2004], and China – Publications and Audio-visual Products [2009; Appellate Body Report, 2009], 
whereby the adjudicating bodies of the WTO tried to fit in digital services into the existing legal framework.1 
The adjudicating bodies of the WTO faced two main problems. On the one hand, there is a clearly visible 
difficulty in qualifying digital goods and services similar to their traditional counterparts, which – as a 
result –affects such crucial WTO principles as national treatment or the most-favored nation treatment. 
On the other hand, some instruments of the GATS, such as market access, however, can be applied equally 
to both categories of services, but digital services need to be explicitly mentioned in the schedules of 
commitments in order to gain market access. Nevertheless, all these already-conducted works at the WTO 
concentrated on already-existing regulations of the WTO. Moreover, with the collapse of the Doha Round of 
negotiations at the WTO, there is no agenda for adding multilateral provisions that are designed specially to 
tackle the issues mentioned in the previous sections, even though in the Ministerial Declaration, all parties 
agreed that obstacles to traditional trade should not be replicated in e-commerce. There are no mentions of 

1 None of these cases involved the EU directly, although it acted as a third party in these disputes.
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new trade barriers in the WTO documents that were related exclusively to e-commerce, while the existence 
of these new barriers (e.g., blurring boundaries between trade and services) – or, at the least, difficulties in 
adjusting the current legal framework to digital transformation – is very often obvious.

To begin with, in the WTO law, there are no provisions related directly to data flow. As tackling the 
international flow of data became necessary, WTO has had to work out solutions. Since the 1998 Geneva 
Ministerial Conference, the WTO Members have upheld a moratorium against tariffs on electronic 
transmissions. It has been extended every 2 years at each WTO Ministerial Conference, but it is not permanent 
and can easily be questioned. Nevertheless, since 1998, it became the pillar on which contemporary 
international trade has been built. Firstly, the majority of the international global value chains have been 
built not only on lower tariffs but also on flow of data. Secondly, it would be difficult to implement such 
tariffs and rules for their calculation [Banga, 2019].

The very sharp distinction in the WTO law between the regulations on trade in goods and those on 
trade in services makes it difficult to adjust barriers. Especially taking into account the fact that, while in 
the WTO, all trade in goods is covered by the General Agreement on Tariffs and Trade (GATT) and other 
agreements, the GATS covers only those services that are explicitly listed in the schedules of commitments 
of members. There are no specific rules or guidelines that help to grant equal treatment to traditional and 
digital trade in goods and services while taking into account the necessary differences. These are only 
examples of problems related to digitization, but it is clearly visible from our short overview that the current 
regulatory framework for digital trade within the WTO is not sufficient. Existing rules are not well adjusted 
to tackle barriers to digital international trade and, moreover, do not address many issues that are more 
important to digital trade then to traditional trade.

Therefore, that gap needed to be fulfilled in the RTAs. The RTAs that are currently concluded contain 
two kinds of provisions. For one, there are provisions that, even though not explicitly related to e-commerce, 
influence digital economy and tackle potential barriers. Firstly, almost all of the EU’s RTAs contain separate 
chapters related to IP rights. Mostly, their purpose is to confirm and/or strengthen the rights arising from 
the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS) and conventions governed 
within the framework of the World Intellectual Property Organization (WIPO). While generally strengthening 
IP rights might be also beneficial for the development of the digital economy, there is growing popularity of 
the provisions dedicated especially to the digital environment. Already in 10 of the EU’s agreements (and 
in every one of the new-type agreements), there are provisions related to rights management information, 
with an obligation to provide protection of those rights in the national legal system. Additionally, in the 
Comprehensive Economic and Trade Agreement (CETA) between Canada, of the one part, and the European 
Union and its Member States, of the other part [2017], the parties also agreed to strengthen the liability 
of intermediary service providers for breaches of IP rights, as well as set some substantive obligations. 
Unfortunately, such a provision was never used in any other RTA of the EU.

Secondly, there are provisions dedicated directly to the regulation of e-commerce or even separate 
chapters related to e-commerce. Such provisions have been included into RTAs since the early 2000s, and 
their popularity has increased. The very first agreement that covered “paperless trade” was an RTA between 
Singapore and New Zealand, signed in 2001. As a result, separate e-commerce provisions can be found in 75 
RTAs out of the 279 notified and in force in 2017 [Monteiro and Teh, 2017]. Since 2001 not only the number 
of RTAs that covered e-commerce , but also the number of provisions dedicated exclusively to this issue and 
their enforceability (enforceability means that a provision can be successfully invoked by a complainant in 
a dispute settlement proceeding), has grown [see Horn et al., 2009]. Significant growth in this respect can 
be observed since 2014 [Monteiro and Teh, 2017, p. 6].

It is also common for the EU trade agreements to include special provisions on e-commerce as well as 
other provisions that intend to tackle various issues related directly or indirectly to the digital economy. 
The EU is focused primarily on privacy issues, which is apparent in the fact that >15 of its RTAs contain 
provisions related to data protection [Słok-Wódkowska, 2016, pp. 134–145]. Moreover, >10 of them, including 
all of the newly negotiated and concluded RTAs, contain provisions that are enforceable [Słok-Wódkowska, 
2017, pp. 34–53].
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The EU also showed some interest in developing international cooperation within the field of the 
broadly defined information society. Provisions referring to such cooperation can be found in 20 of the 
EU RTAs, or rather association agreements (which are also free-trade agreements [FTAs], usually covering 
both trade in goods and trade in services), but none of them is enforceable. They are very general and 
rather establish a framework for future cooperation than any real obligation. Such a general reference to the 
information society is no longer part of the EU RTAs, as it was not included in recent agreements, including 
the relatively new and modern association agreement with Ukraine, Moldova, and Georgia and the modern 
agreements with developed countries (Japan, Canada, and Singapore).

Nevertheless, the importance of provisions related to the digital economy grows with time and with the 
economic significance of an agreement itself. In all of the more recent RTAs concluded by the EU, instead 
of a general reference to the information society, there are at least a few provisions related to e-commerce 
or digital trade. The majority of these RTAs include a separate chapter or subchapters on e-commerce, 
usually together with services or services-and-investment liberalization or the right to establishment. They 
are especially important in all the so-called “new-type” agreements concluded by the EU recently solely for 
economic purposes and trade liberalization.

Already in the FTA between the EU and South Korea [Free Trade Agreement between the European Union 
and its Member States, of the one part, and the Republic of Korea, of the other part, 2011], there is a chapter 
on trade in services, establishment, and e-commerce, with a subsection directly addressing the issue of 
e-commerce. But the provisions are limited and, in fact, very general. Both parties agreed rather to cooperate 
in future to enhance e-commerce than create any real opportunity for it. The provisions are, therefore, 
not enforceable. There is only one general provision stating that there will be no tariffs on “deliveries by 
electronic means”, even though South Korea underlined that it did not see e-commerce as trade in services 
nor in goods, which proves the existence of difficulties in considering e-commerce within the traditional 
division on trade in goods and in services [Ciuriak and Ptashina, 2018, p. 3]. The agreement did not address 
any obstacles to e-commerce.

The subsequent agreement with a highly developed state was the CETA between the EU and Canada, 
where e-commerce was given a separate chapter, which is more detailed than the one in the EU–South 
Korea Free Trade Agreement. First of all, it contains a definition of electronic delivery as “everything that is 
encoded”. It also includes the explicit purpose of the whole chapter, highlighting that the chapter has been 
added due to the fact that “electronic commerce increases economic growth and trade” (Article 16.2). Similar 
to the FTA between the EU and South Korea, CETA also prevents the concerned parties from imposing any 
tariffs on delivery transmitted by electronic means. Potentially important might be Article 16.6 also, in which 
both parties addressed some real barriers to international e-commerce resulting from different regulatory 
frameworks, such as lack of clarity, transparency, and predictability in the internal regulatory framework 
or lack of interoperability. Canada and the EU seem to be also obliged to promote the use of e-commerce 
by SMEs. Unfortunately, none of these provisions is enforceable, as – in the provisions – there appears the 
statement that parties “recognize the importance” of these issues, which, in fact, does not imply obligation 
to take any actions.

In an agreement between the EU and Singapore, the objective of the chapter on e-commerce was also 
stated, namely, to increase trade opportunities [Free trade Agreement between the European Union and 
the Republic of Singapore, 2018]. The parties also agreed to promote e-commerce and avoid unnecessary 
regulations or restrictions, but without prejudice to international standards of data protection or IP 
rights. As in the previously analyzed agreements, both parties agreed to not put any tariffs on electronic 
transmission. It is also a remainder that the means of delivery in the case of services does not change the 
general obligations of states. Other obligations, as in other agreements, refer only to mutual cooperation in 
areas related to e-commerce. Most of these obligations do not address the barriers to e-commerce directly 
but rather invoke consumer or data protection.

The most recently signed (on June 30, 2019) agreement between the EU and Viet Nam is extremely 
scarce in terms of provisions related directly to electronic trade. Thus, it may be questioned whether the 
EU–Japan agreement actually sets a standard for future agreements negotiated by the EU. In the EU–Viet 
Nam agreement, there is a general provision explaining the importance of such a chapter and stating the 
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parties’ willingness to promote e-commerce. Moreover, there is an obligation not to impose any custom 
duties on electronic transmissions. The last provision in the subchapter relates to establishing a dialogue 
on other issues related directly or indirectly with e-commerce, which are usually covered by such chapters – 
consumer protection, preventing spam, and liability of intermediary service providers. However, the EU–Viet 
Nam agreement should be treated as an exception and a proof that, eventually, agreed provisions may vary 
significantly.

Meanwhile, the last-concluded (and in-force) agreement with Japan is of the “new type”. As in the 
agreements with Singapore and Canada, there is a separate chapter dedicated to e-commerce, with a 
provision explaining its aims, although the provision itself is much more detailed than in any other 
agreement. The EU–Japan agreement contains the definitions of “electronic authentication” and “electronic 
signature”. Both ways of concluding a contract have been allowed. The most precise provision, as in other 
agreements, refers to the topic of not imposing tariffs on electronic transmission.

However, it also expressly forbids any prior authorization for providing services by electronic means 
solely on the ground that they are provided by electronic means or telecommunication. Unlike in other 
agreements, there are also provisions set to prevent spam (unwanted electronic communication) and 
enhance consumer protection, although these provisions are not enforceable and are rather weak.

The EU–Japan agreement is the first one of the EU that referred directly to the principle of technological 
neutrality in e-commerce as a basis for mutual cooperation and boosting e-commerce. The principle of 
technological neutrality has been the basis of the EU telecommunication law since 2002, when it was invoked 
in the Framework Directive (Directive 2002/21/EC) [see Maxwell and Marc, 2014]. There are no doubts that 
creating a DSM within the EU requires technological neutrality concerning the solutions that are regulated 
between the Member States. Including the provision into the international agreement elevates the principle 
to another level. However, it needs to be underlined that the principle is, in fact, inevitable to achieve 
interoperability and for the mere possibility of providing electronic services. The same provision referring 
to the principle of technological neutrality is going to be included into the recently negotiated agreement 
between the EU and the Southern Common Market or Mercado Común del Sur in Spanish, abbreviated 
as MERCOSUR (trade part of the EU–MerCoSur Association Agreement), even though the agreement does 
not contain a separate chapter on e-commerce but only a few provisions on the subject, which very much 
resemble the ones that were included into the EU–Japan trade agreement. Therefore, the EU–Japan FTA can 
serve, to some extent, as a model for future agreements concluded by the EU.

It is also proven by other texts that have been proposed by the EU as a basis for ongoing negotiations. 
In 2018, the EU presented its model “Horizontal provisions for cross-border data flows and for personal 
data protection”, consisting of three articles. They form the basis for negotiations and are supposed to be 
not only parts of chapters on e-commerce but applicable more broadly to the whole agreement. There is a 
standard EU provision establishing the protection of personal data and privacy as a “fundamental right”. 
Nevertheless, there is also an article related to data flow, although very general, concentrating on the 
prohibition of some restrictions (mainly any requirements concerning the localization of storage of data or 
computing facilities). The third proposed article is related to cooperation on regulatory issues with regard 
to digital trade.

The model provisions were already used in the chapters proposed in negotiations with partners such as 
Australia, New Zealand, or Indonesia. These chapters proposed by the EU are in fact very similar. The major 
proportion of the proposed provisions is exactly the same as in the EU–Japan FTA: Prohibition of imposing 
tariffs on electronic communication, provisions related to electronic authentication and signatures of 
contracts, and obligation to cooperate in order to fight spam. There are, however, no provisions related to 
the principle of technological neutrality.

There are some novelties. One of the most impactful innovations is, obviously, the addition of a 
provision related to flow of data, allowing free flow of data to some extent. The proposed article is the same 
as that proposed in Horizontal provisions. It still might be considered a big step forward for the EU’s RTA, 
because, in previous agreements, the EU avoided any obligations related to free flow of data. Moreover, it 
seems to be purposefully included, as there are provisions in the EU–Japan Agreement providing that the 
parties intend to come to that matter in the future (after 3 years). The EU reluctance to free flow of data 
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and the importance of the provisions on privacy and personal data protection were even called “privacy 
protectionism” [Yakovleva, 2020]. The inclusion of provisions on data flow in recently proposed texts is 
a sign of a significant change in the EU’s attitude toward digitization. It may also be a sign that the EU’s 
protectionist attitude toward data needed to be adjusted to global trends in economy and international law, 
because provisions on data flow are part of many recently concluded agreements, such as the Comprehensive 
and Progressive Agreement for Trans-Pacific Partnership, the United States–Mexico–Canada Agreement, or 
the Australia–Singapore Digital Trade Agreement. Furthermore, other trends have been imported into the 
EU trade agreements; another important novelty, compared to the already-agreed-upon agreements of the 
EU, is prohibition of the requirement of transfer of access to a source code. It is increasingly popular in other 
RTAs, for instance, that concluded by the US, Canada, and Mexico [Agreement between the United States of 
America, the United Mexican States, and Canada (2019), Article 19.16], as well as – to some extent – in the 
agreement between the US and Japan on digital trade [Agreement between the United States of America and 
Japan concerning digital trade (2019), Article 12]. However, if agreed to, it would be included into an RTA of 
the EU for the first time.

In all agreements discussed above, the provisions related to e-commerce are placed in chapters 
covering trade in services and investments. Firstly, that means that all of the general provisions in these 
chapters, such as general exceptions or clauses related to treatment (national or most-favored-nation) are 
also related to e-commerce. Secondly, it suggests that there is an understanding that e-commerce should 
rather be related to services and not trade in goods.

But, as already mentioned above, there is a clear need to find multilateral solutions that would probably 
be beneficial to the EU as well. Although there is no chance for adding a digital trade agreement into the 
WTO’s list of agreements, there is a possibility to negotiate plurilateral agreement. Plurilateral agreements 
are legal instruments to which joining is not compulsory for the states (even though they are open for all 
the WTO members to join). Understanding the need to create new rules, problems with sufficient efficiency 
of bilateral solutions, and WTO’s inability to create truly multilateral agreements, a group of 76 members 
of the WTO, including the EU, the US, and China, decided in January 2019 to launch negotiations toward 
a plurilateral agreement on e-commerce. The agenda looks quite ambitious and challenging, including 
regulations on tackling barriers to e-commerce, protection of consumers, permanently banning customs 
duties on electronic transmissions, but also addressing forced data localization requirements and forced 
disclosure of source code. Negotiations, led by Singapore, Australia, and Japan, were continued despite the 
pandemic situation in the world but despite reported progress, the official draft has not presented yet. The 
EU is an active participant of the negotiations. Its position has been presented in April 2019 and is clearly 
based on the EU’s RTAs [European Union, 2019]. In the proposal, the EU mirrored the majority of its usual 
provisions on e-commerce related to electronic signatures and authentication, as well as on consumer 
protection and personal data protection. It also proposes to add a provision related to data flow, though 
the EU – instead of proposing free flow of data – would like to expressly prohibit some requirements that 
can influence it (such as data localization or prohibiting storage or processing in the territory of other WTO 
members). It also agreed to add a provision on source code but also subject to requirements and exceptions. 
Generally, the EU’s proposal is rather more restrictive and oriented toward consumer protection compared 
to RTAs concluded by other negotiating parties. 

5  Discussion: In search of a model chapter on e-commerce
The EU is, without any doubt, aware of the importance of the changes in society and economy caused by 
digitization. One of the most important projects since 2014 has been creation of the DSM. One of the three 
pillars of the DSM is access, which intends to facilitate access to goods and services offered through the 
Internet, mainly by increasing and removing barriers to e-commerce. During the past few years, the EU 
has succeeded in preparing a few regulations aimed at better protection of consumers and prevention of 
discrimination.
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At the same time, the legal framework for e-commerce provided by the EU in its trade agreements is 
very feeble. First of all, there is only one provision that is enforceable in all of the agreements – the one 
related to not imposing tariffs on electronic transmission. It is the most popular provision in all RTAs and, in 
fact, consists of separate chapters on e-commerce and is present in 56 of the RTAs [Monteiro and Teh, 2017,  
pp. 28–29]. It serves as the basis for any electronic communication and so is also inevitable for any transaction 
made through the Internet. It also seems to be a follow-up of the Declaration of the WTO in 1998, when WTO 
members agreed on a temporary moratorium on imposing customs duties on electronic transmissions and 
later renewed this obligation. Taking it into account, one must see the relevant provision in the EU RTAs as 
rather a fulfillment of the EU’s obligations as a WTO Member than as an attempt to facilitate e-commerce. 
Apart from this, there are a few problems related to imposing tariffs on electronic transmission. First of all, 
it is the scope and definition of the notion itself. In the EU RTAs, there are various terms for basically the 
same concepts (electronic transmission, electronic delivery), which makes it confusing. The notion itself is 
not defined in any of the RTAs. The second problem is related to the technical difficulty of imposing such 
tariffs. On the other hand, tariffs on electronic transmissions are expected to have a growing impact on 
tariffs on goods, as the number of digital products replacing physical ones is growing and this trend will be 
increasing with the development of 3D printing [Banga, 2019].

Other provisions are, first of all, almost never enforceable. They do not create any real obligation and 
cannot be challenged. They rather build a framework for future further liberalization and cooperation. In 
the RTAs, there are never provisions precise enough to address barriers such as problems with geo-blocking 
or excessive prices of postal services. The only exception can be seen in the usually enforceable provisions 
related to IP rights, which might also encourage digital trade, as indicated also in the Digital STRI. The real 
fostering of e-commerce may well arise from the general provisions on liberalization of trade in goods and, 
above all, intangibles (services). It should rather be seen as an advantage, as e-commerce – and broadly, the 
digital economy –is a cross-cutting issue not related exclusively to e-commerce. Nevertheless, as in every 
RTA, there are provisions that prevent discrimination or accessible obstacles to trade; they might be used 
regardless of the means of the conclusion of the transaction. Therefore, provisions expressly allowing the 
concluding of contracts through electronic signature or identification, as in the EU–Japan FTA, are of great 
significance, even though they are included in only one of the agreements. Strengthening these provisions 
should be a crucial factor in enabling digital transaction (which was also taken into account in Digital STRI).

The chapters in the EU RTAs related to e-commerce concentrate only on one aspect of digitization. But 
they also prove the attitude of the EU toward digital society as a whole. The EU’s desire to protect consumers 
while having digital transactions, especially against abuse of privacy or unwanted spam, is reflected in its 
RTAs. But all provisions are not enforceable. The provisions usually refer to promotion of e-commerce, as 
well as dialogue and cooperation on these issues, though the provisions referring to protection are much 
more detailed that the ones referring to e-commerce in general.

The question remains whether there is a pattern in the EU RTAs that cover e-commerce. The most similar 
provisions are contained in agreements with Japan and with MERCOSUR. These two agreements are, at the 
same time, the most elaborate, covering electronic signatures or prohibition of prior authorization solely on 
the grounds of means of providing them. Taking into account the fact that these agreements were the most 
recently negotiated,2 it shows a tendency of regulating e-commerce in a more complex way. At the same 
time, the variety of provisions proves that there is no established regulatory model for e-commerce. For 
one, it probably means that the other side of the agreement, which – in the majority of the above-analyzed 
cases – comprise developed states, had a real impact on the provisions. Secondly, the issue develops fast 
enough, requiring constant development and adjustment of provisions.

The last argument is also enforced by the texts tabled by the EU during negotiations with Australia 
and New Zealand. Even though they are not yet agreed upon, they prove that the EU model provisions are 
in fact evolving. The EU, while building upon the already-negotiated agreements, still adds new elements. 
As the recently proposed elements show, there is a growing need for the EU not only to protect consumers 

2 Agreements with Singapore and Viet Nam were negotiated before the agreement with Japan, but it took the parties much 
longer to sign them than in the case of the EU–Japan FTA.
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and Internet users but also to facilitate communication in general. Although the EU claims that European 
regulatory models still serve as an inspiration for other states [European Commission, 2020a], it is common 
knowledge that its economy is still less innovative than the American and Chinese economies, which is 
especially visible in the field of digital services [Lee, 2018; Śledziewska and Włoch, 2020]. Therefore, the EU 
needs to not only change its strategy for data internally but also better cooperate externally. This change 
has been acknowledged by the European Commission [2020b] in its Communication in 2020. The EC stated 
that the EU needs to provide a legal framework for data flow, providing that it is “subject to exceptions and 
restrictions for public security, public order and other legitimate public policy objectives of the European 
Union”. As a result, we can expect that provisions on data flow will become a part of the future RTAs of 
the EU. Provisions related to data flow will probably also be a part of WTO’s plurilateral agreement on 
e-commerce, which will level the playing field for the EU compared to other major trading economies. The 
EU will, probably, play an important role in the negotiation of such an agreement. 

6  Conclusions
The EU remains the most active participant of regional integration but, at the same time, reflects its internal 
policy in its RTAs. On the one hand, according to Digital STRI, most of the EU Member States, as well as 
a majority of the partners of the EU, are open for digital trade. Moreover, the EU is able to achieve further 
openness through its RTAs. Despite the fact that Digital STRI refers to the barriers to e-commerce present 
in the national regulatory framework, it could provide certain inspirations on what could be addressed in 
RTAs, namely, strengthening IP rights, addressing the responsibility of e-commerce platforms, enforcing a 
regulatory framework for further facilitation of online transactions, and providing a regulatory framework 
for easier financial transactions.

Therefore, all of the EU’s RTAs consist of either chapters dedicated to e-commerce or special provisions 
within the chapters on trade in services and investment. While the most commonly appearing in RTA 
provisions concerning e-commerce is the latter’s promotion [López González and Ferencz, 2018, p. 15], 
there are hardly any specific solutions implemented in RTAs, which would address the challenges related to 
the transition to a digital economy. Even though the international law and regulatory cooperation seem to 
be important tools for facilitating digital trade [Ahmed 2019], lack of data impedes the possibility to assess 
the potential of various regulatory measures that could be applied.

The greatest problem in providing an international regulatory framework for e-commerce is probably 
not the lack of proper provisions focused on liberalizing the transactions concluded and provided over 
the Internet. Although there are plenty of data available on international transactions generally, as 
well as on e-commerce, there is a lack of statistics concerning cross-border electronic transactions. The 
most import fact remains lack of data, which could be the basis for the analysis of existing barriers. The 
negotiating parties do not know the parts of transactions that are made by these means of communication, 
and therefore, it is impossible to answer the following question: What are the most important barriers to 
international cross-border electronic trade?

At the same time, the EU does not seem to be playing a leading role in creating a model regulatory 
framework for e-commerce. The provisions are not enforceable, except the one prohibiting tariffs on 
electronic transmission. Nevertheless, there are a few important trends, such as invoking the principle of 
technological neutrality or defining and allowing the electronic signing of contracts, which can be perceived 
as a step in the right direction. It is also important to note that the EU is trying to strengthen IP rights, 
although the provisions related exclusively to rights management information might not be sufficient to 
actually boost e-commerce.

Moreover, the EU’s activities in terms of e-commerce regulation, even though scarce, still exceed its 
actual progress in terms of participation in global e-commerce. As the global e-commerce is dominated 
by the US and China, the role of the current regulatory framework of the EU referring to this issue in the 
international law may be further questioned, as concentration on consumer and data protection may not 
be a proper tool for boosting e-commerce. The way forward could be based on using the experience drawn 
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from the adoption of RTAs during negotiations of the plurilateral agreement. It should be focused on the 
adoption of the regulatory framework that would address the most challenging aspects of e-commerce 
regulation and on ensuring the enforceability of its provisions, while protecting the EU values such as a 
high level of consumer and data protection. 
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Abstract: Misselling is the sale of financial services that do not meet the needs of consumers or in the 
manner or the way they are sold, which is not appropriate to the nature of those services. The first aim of 
this article is to characterise the misselling phenomenon and present the most important circumstances 
surrounding its occurrence. The second aim is to examine the level of consumers’ awareness and 
knowledge of misselling and to show way to protect against misselling, among which the most important 
postulate is to increase the level of consumers’ financial education. The promotion of financial education 
could improve consumers’ sense of security, improve the degree of adjustment of financial services to 
consumer requirements, strengthen the awareness of the assistance that consumers can receive from public 
institutions and positively contribute to the activity of Poles on the financial market.

Keywords: consumer rights awareness, financial services, misselling, Poland, survey
JEL Classification: G20, G23, G28

1  Introduction
Misselling can be defined as unfair or improper sale of financial products. The complexity of the 
construction of financial products and the dominant position of the financial institutions offering them 
make the materialisation of some risks (losses) more likely , which  the consumers and investors are usually 
unaware of. For this reason, misselling is a phenomenon that deserves special attention. A correct analysis 
of misselling must be based not only on the presentation of its economic and legal-financial aspects, but 
should also take into account its behavioural and psychological nature together with elements of moral 
evaluation. According to the authors, such an approach is essential for proper understanding of the causes 
of misselling and allows reflection on the possible need to take action to raise consumer awareness of the 
risks associated with financial services.

The first aim of the article is to characterise the misselling phenomenon and present the most important 
circumstances surrounding its creation. The second aim is to examine the level of consumers’ awareness 
and knowledge of the misselling phenomenon and create recommendations to prevent it. The results of 
the survey prove the low level of knowledge of consumers regarding the financial market as well as low 
awareness of public educational campaigns on this subject. Our survey confirms the need to increase the 
state’s activity in the area of consumer financial education, which is a key way to eliminate misselling. 
Consumers of financial products (also referred to as investors in the article) who understand their actions 
are more likely to prevent the effects of unfair behaviour by sellers and effectively assert their rights.  
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In the article, the term ‘financial service’, which includes services provided, inter alia, by banks, financial 
institutions, insurance institutions, trusts and pension funds, will be used as a substitute for the term 
financial product due to the fact that every financial service is a marketing product and often in the jargon 
use the terms financial product and financial service are used interchangeably [Grzywacz, 2010, p. 24].

2  Misselling definition
Selling financial products without the customer’s knowledge of the purchase (cross-selling) or selling 
products that do not function in accordance with the presented offer or products that are mismatched to 
the risk profile or the customer’s needs is called misselling. The term ‘misselling’ originates from the United 
Kingdom, where it is spread as a result of the controversial sale of life and life insurance policies (PPIs), the 
purpose of which was to secure the repayment of a mortgage in the event of the customer’s death, loss of 
job, accident etc. PPI policies were (often without customers’ knowledge) obligatorily attached to loans and 
increased the value of the loan principal to be repaid [Cichorska, 2017, pp. 22–23] and in practice did not 
protect the borrower at all in the event of the loan default. The sale of PPI policies ultimately led to multi-
billion-dollar claims by customers and to the payment of high fines by institutions that had previously 
attached policies to loans [Butor-Keler, 2017, pp. 10–11]. The most well-known examples of misselling in 
Poland are (1) banks selling currency options before the subprime crisis, (2) insurance companies selling 
investment policies with very high liquidation fees and long investment periods, (3) banks granting housing 
loans in foreign currencies without informing customers about currency risks and (4) aggressively selling 
Getback bonds as a substitute for bank deposits.

Over the time, the concept of misselling began to appear in relation to financial products and services 
other than insurance [Butor-Keler, 2017, p. 12]. Misselling appears in the context of unethical practices in the 
sale of financial services from sectors of the economy [UOKIKUOKIK, Nieuczciwa...], which results from the 
specificity of the sales process as well as  the specific nature of financial products, often based on complex 
financial instruments.

Misselling is undoubtedly the wrong and mostly negligent behaviour of the seller. The Polish 
Office of Competition and Consumer Protection (OCCP, UOKIK) defines misselling as ‘unfair sale’, 
that is a legally and ethically questionable way of offering and selling financial products. Fraudulent 
sales may include both sales behaviours and procedures and marketing activities aimed at misleading 
consumers [UOKIK, Nieuczciwa...]. These include, for example, the action of an insurance agent who 
(knowingly or not) misleads the consumer as to the mechanism of operation of the product offered, 
its function and use, or an advertisement or brochure that omits material information about a given 
financial product.

In Polish law, misselling is indirectly described in Article 24(2)(4) of the Act of 16 February 2007 on 
Competition and Consumer Protection as ‘offering consumers the purchase of financial services which do 
not meet their needs (...) or proposing to purchase these services in a manner which is not appropriate to 
their nature’. [Competition and Consumer Protection Act, 2007] The Act only protects cases of collective 
infringement of consumer interests, so there will be no such infringement of an unfair clause in a single 
contract or incorrect charging of fees to only one customer. Therefore, it is crucial to determine whether 
the nature of the contract violates the interests of the community that is the circle of non-individualised 
persons [Wesołowska, 2014, pp. 93–97].

Misselling refers not only to the behaviour of the service provider but also to the whole environment, 
which creates a situation that prevents the customer from properly assessing the specificity of the product. 
Misselling undoubtedly fulfils the prerequisites of violating the collective interests of consumers because 
it is the entrepreneur’s conduct contrary to the law or morality [UOKIK, Zbiorowe…]. The catalogue 
of the prerequisites for the infringement of the collective interests of consumers is open, but the Act 
in Article 24(2)(2) mentions three specific prohibited situations that concur with the characteristics of 
unfair sales: violation of the obligation to provide reliable, complete, truthful information and unfair 
market practices.
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In the literature, the occurrence of misselling is mentioned when the following behaviours occur 
[Cichorska, 2015, pp. 19–20]:
•	 the use of unethical practices,
•	 there is a product that is not needed by the customer,
•	 most often a product has a financial or insurance nature,
•	 a salesman encourage purchases without knowing the customer’s needs,
•	 knowingly misleading the customer,
•	 the use of legally questionable practices,
•	 offering risky products as safe,
•	 failure to disclose certain facts about the financial product in the sales process, the ignorance of which 

prevents a correct decision,
•	 presenting incomplete, incorrect or unclear documents and leaflets.

3  Key misselling factors
Misselling takes place when the financial products sold do not match the risk profile, needs or expectations 
of the customer. The nature and type of misselling depends on many factors, including: the individual 
characteristics of the investor, the type of product offered, the way the product is sold and the level of 
risk of the product, as well as the level of responsibility of financial institutions towards their customers. 
Distinguishing the circumstances supporting misselling allows to indicate the reasons and ways to prevent 
it (Table 1).

Note that for the proper assessment of an individual investor’s needs, his or her age (life cycle phase), 
wealth and health will be important [Żurawik and Żurawik, 1999, p. 125]. For example, long-term investment 
products causing a capital freeze should not be distributed to the elderly because they will not benefit 
fully from this product and also important are social features, such as education or occupation, and 
psychological features such as personality traits, individual preferences [Smyczek and Sowa, p. 37] or the 
ability to perceive risk [Nieborak, 2017, p. 41].

Due to different characteristics and needs of investors, employees of financial institutions play a vital role 
in the sales process, whose duty (according to MiFID II) is, among others, to conduct the so-called suitability 
and appropriateness test for the client acquiring financial instruments [MIFID II, 2014, Article 25]. Obtaining 
a negative test result by an investor makes it difficult for him to access complex financial products. However, 
the law allows for a conscious acceptance of risk by the investor and concluding an agreement with him 
provided that a special statement is signed [Trading in Financial Instruments Act, 2005, Article 83g]. Similar 
knowledge tests (in the form of a needs survey) have also been conducted since 2015 by Polish insurance 
institutions during the sale of life insurance policies with insurance capital funds (CIF/UFK) [Insurance and 
Reinsurance Activity Act, 2015, art. 21]. The client does not have to be aware of all risks associated with a given 
financial product. Moreover, by exercising due diligence, an employee of a financial institution minimises his/
her responsibility for a possible wrong decision made by the consumer.

Table 1. Circumstances relevant to the creation of misselling

Type of investor Type of financial service Method of sale Responsibility

Individual vs. Professional
Client profile (depending on: 
investor’s age, risk attitude, 
type of activity, creditworthiness, 
investment horizon)

Financial instrument/
financial service
Bundling
The risk associated with 
 the product

Sales channels
(remote, branch sales)
Intermediaries
Construction of the contract
The sales process and how to 
inform the customer
Salesman remuneration 
scheme

Financial institution vs. 
employee vs. client
Nature of liability 
(intentional, 
unintentional)

Source: Author own elaboration.
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The problem arises when a customer, despite being warned that a product does not match his risk 
profile, insists on concluding a misselling contract. In another situation, when not all the information will 
be presented to the consumer, but the financial service fits the needs, then from a formal point of view, it is 
not appropriate to talk about misselling [Chłopecki, 2017, pp. 35–36]. The Court of Justice of the European 
Union (CJEU) has ruled that when trying to assess a given practice as unfair, it is necessary to take into 
account the needs and preferences of the group targeted by the practice. In the view of the CJEU, a practice 
usually considered misleading cannot be considered as such for each target group [Kołacz, 2013, p. 160]. 
It is worth emphasising how important it is for financial institutions to precisely define the target group 
of customers for a given financial instrument. By target group means a specific group of purchasers of 
a financial instrument whose needs, characteristics or objectives the financial instrument complies with 
[Journal of Laws, 2020, item. 89, Article 83b].

The literature advocates that special protection against misselling should be extended to less wealthy 
and non-professional market participants. Due to the lower level of financial education, such persons may 
misjudge the risk, which may lead to losses and their excessive debt [Ćwieląg and Maciejasz-Świątkiewicz, 
2016, p. 56]. Therefore, it seems rational to postulate that part of the responsibility for risk assessment 
should be transferred by means of regulations and good practices to more competent market participants  
for example financial institutions. Paradoxically, the less wealthy such as people having lower income 
and lack of creditworthiness, and not even having a bank account are often less protected by financial 
supervision institutions  and, such people are unable to obtain credit from a bank and benefit from loans 
from para-bank institutions that operate without a permit and whose loans often have higher interest rates. 
Contracts constructed by such institutions are often unfair, but clients agree to their terms, as they are 
usually in a difficult financial or life financial situation, and they may misjudge the risk, which may lead to 
losses and their over-indebtedness [Ćwieląg and Maciejasz-Świątkiewicz, 2016].

The risk of misselling is basically the greater the degree of complexity of the instrument. Deficits 
in consumers’ financial education may result in incorrect assessment of risk, and consequently, wrong 
financial decisions may lead to losses and their over-indebtedness [Ćwieląg and Maciejasz-Świątkiewicz, 
2016, p. 56]. The basic types of financial risk that are related to the purchase of financial services include: 
credit risk (e.g. insolvency of the bond issuer), market risk (e.g. change in the exchange rate for a loan 
in a foreign currency), operational and liquidity risk (e.g. lack of awareness of the commitment to make 
regular payments related to a given product) [Świecka, 2009, pp. 120–122]. Misselling materializes through 
the appearance of unexpected risks that the customer was unaware of, or in the form of additional costs. In 
2012, there was an increase in complaints about investment products in Poland. They were offered instead 
of traditional deposits. Clients lost significant amounts because the earlier redemption was associated with 
the loss of the invested amount [Butor-Keler, 2017, p. 12]. The complaining clients were apparently not aware 
of such risk.

Another feature of the product which is conducive to misselling may be its presence in bundling, which 
may result in the customer being forced to buy a service he does not need at all. Such practices may be 
of a monopolistic nature when the customer can only use, for example, card insurance from a particular 
insurance company. Misselling may involve many different financial services, but the largest number of 
court cases does involve banks which is the result of unfair advertising [Czech, 2013, p. 182].

As mentioned earlier, financial institutions have more negotiating power, so they can in a way impose 
the shape and wording of the contract signed with the client. However, there is an asymmetry of information 
between the seller and the buyer regarding the knowledge of the mechanisms contained in the contract, 
and often the understanding of the financial instrument itself and its risks. Having asymmetrical, additional 
information may be used by the entity to achieve an advantage [Blajer-Gołębiowska, 2017, p. 13]. In the case 
of selling financial instruments, the role of an honest seller should be able to eliminate information noise by 
reliably informing the client about all product features. Recognising the need to increase confidence in the 
financial market after the financial crisis and noting the start up cases resulting from misunderstandings 
of products by investors, the European Union authorities have decided to increase information obligations 
towards retail investors. European Union rules oblige Packaged Retail and Insurance-based Investment 
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Products (PRIIP) manufacturers to provide pre-contractual ‘Key Information Document’ to retail investors 
(Key Information Document - KID) [PRIIPs, 2014, Articles 5–8].

The information noise accompanying the offering of financial instruments may also be caused and 
increased by aggressive marketing and selling which misleads the client, time pressure on direct sales (e.g. 
urging comments when signing documents) or online (clock countdown to the end of the promotion). Other 
examples of aggressive selling include giving the impression that you can’t leave the premises without 
signing a contract, intrusive solicitation of a purchase, enticing children to buy, telling the consumer that 
if they don’t buy the product the merchant may lose their job and giving the impression that the consumer 
has already received some sort of reward or benefit. Due to the high similarity of financial services, the 
question arises as to what methods of persuasion can be used and how to differentiate the product to win 
the customer. Long-term relationship based on trust and building customer satisfaction would be an ethical 
answer [Mazurek-Łopacińska, 2003, p. 279].

The model of remuneration of client advisors and distributors of financial products may also influence 
the occurrence of unfair sales1. On the occasion of the PPI sales scandal, it was found that the reason for the 
misselling was the way employees were motivated (bonuses, incentives, commissions): ‘The driving force 
behind this practice was (...) sales plans and the emphasis on the PPI product. There is also no doubt that 
the focus on high sales targets and standards, which were certainly formulated, had a direct impact on the 
practice of offering products and the quality of consumer service’ [Butor-Keler, 2017, p. 13]. Imposing sales 
plans results in sales pressure, which manifests itself in ignoring customer needs and trying to sell products 
without standards. Currently, for this reason, in many financial institutions, the remuneration of client 
advisors is based, for example, on the volume of assets held by the client within one institution and not on 
the value of commissions obtained from the sale of financial products to that client.

Misselling also involves conflicts of interest (actual and potential), that occur between financial 
institutions and their clients or between the clients themselves, and most often result in a decrease in 
clients’ confidence in financial institutions [Marcacci, 2018, p. 135]. The sources of conflicts of interest may 
be benefits and incentives2 received from third parties in connection with the conduct of their activities and 
an irregular remuneration policy of a financial institution3. In the case of financial instruments,  one of the 
objectives of the MIFID II Regulation is the prevention and management of conflicts of interest, which is 
important in eliminating misselling.

Misselling is an example of herd behaviour of financial institutions called ‘gridlock’. It consists in the 
fact that, although a financial institution knows how to deal with its customers, it takes risky and ethically 
questionable measures to secure its short-term profits without being sure that its competitors will not do 
the same. As a consequence, when other institutions do the same, being closed in the so-called network/
gridlock, in the absence of appropriate regulation and self-control, the entire financial system will suffer 
losses as a result of these risky actions [Nieborak, 2017, p. 38].

The creation of a misselling can also be justified by agency theory. An agent who is not exposed to 
the consequences of his negligence (e.g. does not feel the risk of losing his clients) may, guided by the 
temptation of abuse, be more willing to sell financial products to clients who should not receive them at all. 
Participation in possible customer losses should reduce the propensity of sellers of financial products to 

1 The term ‘client adviser’ may suggest that a person in such a position is acting independently of his or her employer and 
solely in the interest of the client. For this reason, employees of investment firms are more and more often referred to as ‘client 
assistants’, ‘customer service specialists’ or ‘client bankers’.
2 In theory, the main problem of incentives is that a distributor of financial products will offer its customers those products for 
which it will receive the highest incentives from the manufacturers of those products. The general principle described in Article 
23(1) of MiFID II is to prohibit the collection and provision of incentives. Incentives are allowed in three cases: (1) where they 
are paid to the client, (2) paid by the client or (3) where they are paid by a third party but lead to an improvement in the service 
provided. The rationale for this exception is that in such cases the influence is no longer exerted by the third party and therefore 
the investment firm no longer has an incentive not to prioritise the interests of the client.
3 The aim is to ensure that the way employees are remunerated and the sales targets set encourage appropriate business practi-
ce, fair and honest treatment of customers and the avoidance of activities that generate conflicts of interest in relations with 
customers that may lead, for example, to misselling; [MIFID II, 2014, art. 24 par. 10].
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be irresponsible [Blajer-Gołębiowska, 2017, pp. 18–19]. In line with this assumption, many regulations have 
been introduced in Poland in recent years, resulting in the reduction of misselling sources. Apart from the 
implementation of MIFID II regulations, it is worth mentioning the obligation to distribute/allocate over 
time and, in the case of early termination of an agreement, also the reimbursement of commissions from the 
sale of an insurance policy [Insurance and Reinsurance Activity Act, 2015, art. 23] and from granting credit 
[Consumer Credit Act, 2011, art. 49].

Misselling sales practices are similar to those in the non-financial economy. For example, after buying 
a cheap printer, the consumer learns that only branded toners work in it. The cost of buying these toners is 
many times higher than the price of the printer itself, which makes the purchase of the printer unprofitable. 
A customer knowing about such a situation would certainly not make a decision to buy it. Unfair sales 
and misselling are combined with pushy sales techniques and consumer behaviour, whose willingness 
to own prevents them from making a rational decision. Misselling is distinguished from the unfair sale 
of non-financial goods and services by the fact that financial instruments are often complex (difficult to 
understand by a person with average financial knowledge) and the entities offering them are in a dominant 
position, which makes it difficult for the consumers to assert their rights. An individual investor may not 
be able to afford to use the services of a highly specialised professional attorney (lawyer) to win a lawsuit 
against a financial institution [Nieborak, 2017, pp. 29–30]. Fair sales should take place in the absence of 
information noise and with the possibility of obtaining full information (no asymmetry of information) 
[Nieborak, 2017, p. 39].

4  Survey background and literature review
Counteracting misselling is a complex process that brings positive effects through coordination of 
activities in the field of law-making, law enforcement, financial education of society, training of 
employees of financial institutions and creation of ethical internal rules within the organisation. The 
proper functioning of all these areas should be achieved through compliance with the 39 principles 
described by the World Bank in Good Practices for Financial Consumer Protection. Among them the 
five key principles listed by the World Bank lists are ensuring transparency, enabling choice, creating 
compensation mechanisms, ensuring data protection and trust through the professional behaviour of 
financial institutions [World Bank, 2012].

In this study, we present how consumers perceive the activities of financial institutions and the 
phenomenon of misselling. We also examine the level of financial knowledge of consumers. The average 
consumer has minimal influence on the shaping of the law or the ethical standards of financial institutions, 
and therefore one of the basic methods of improving consumer safety should be to increase consumer 
financial knowledge. By measuring the perception of the degree of security of financial instruments and 
confidence in individual financial institutions, the question can be answered as to where the state should 
concentrate its activities in order to increase the level of consumer protection against misselling.

First, to understand the idea of the survey, it should be assumed that financial institutions should be 
institutions of public trust. Misselling can be ‘beneficial’ to financial institutions in the short term as it 
increases their profits, but in the long term it causes a drop in confidence in the whole sector, discouraging 
them from investing and using their services [Butor-Keler, 2017, p. 9]. Greater consumer confidence in 
financial institutions should be built on which result in increase of the profits of these institutions (win-
win) in the long term. UK government consumer surveys show that increasing consumer power improves 
competition and increases economic efficiency [Dziedzic, 2019, p. 90]. Trust is a fundamental value of the 
market and can only be achieved by ensuring security and stability [Nieborak, 2017, p. 34]. H. Dembliński 
puts forward a thesis that the price for more ethics in business would be to reduce the inflated sector, but 
this is the price that is necessary to create a new order in the financial sector [Monkiewicz and Monkiewicz, 
2019, p. 47–48]. According to E. Rutkowska-Tomaszewska, unfair practices destroy the positive image of the 
market and reduce confidence in it [Rutkowska-Tomaszewska, 2016, p. 45].
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The confidence of Poles in the banking sector can be assessed as high: in 2018 over 84% of those 
surveyed had confidence in the bank in which they entrusted their funds [Polish Bank Association, 2018], 
while in 2019 an increase of 3 percentage points to 87% was recorded [Kantar, 2019]. It is worth checking 
how clients would assess the safety of banks and other financial institutions if we asked them for a detailed 
note4. In the TNS Kantar survey, 63% of respondents expressed confidence in banks and only 41% in the 
case of insurance companies [Kantar, 2019]. In 2018, in court cases concerning complaints, lawsuits against 
insurance companies dominated – ca. 37,600 lawsuits vs. 4,666 lawsuits in cases from the banking and 
capital market [Polish Financial Ombudsman, 2019].

Second, it is also worth taking into account the expectations and observations of financial market 
employees. The banking sector as such, considered to be trustworthy, should be a good yardstick for change 
also in relation to other financial sectors. In September 2015, the Polish Economic Society (PTE) conducted 
a survey among financial experts on the areas where the banking system requires changes. The respondents 
indicated the following responses or factors most frequently (multiple choice): financial education of 
clients (50%), ethical behaviour of banks (37%) and relations with clients (30%) [Polish Economic Society, 
2016]. It is clearly visible that experts evaluated the financial knowledge of Poles as the most important 
area for improvement. Another survey shows that every second Pole (50.5%) has the need to increase his/
her knowledge about saving and investing opportunities and almost half of the respondents (45.4%)  would 
be willing to broaden their horizons in the area of financial services and the rules of using them [Malysa-
Kaleta, 2017, p. 69]. For this reason, the respondents in this survey were asked about the level of financial 
knowledge, knowledge of the misselling phenomenon and state bodies and initiatives to protect their 
interests in the financial market.

Third, it is worth considering what role should be played by the state in the relationship between client 
and financial institution. Participation in the capital market is not obligatory (outside the social security 
system), so according to the volenti non fit inuri principle (Latin – for those who want no harm done), 
the level of investor protection on this market could be lower theoretically [Kołacz, 2013, p. 160], so that 
uneducated people do not want to participate. If the state always intends to protect reckless consumers, 
then it would create a temptation to abuse them to the detriment of the entire capital market5. The aim of the 
state should be not so much to eliminate all potential sources of abuse and investment risk, but to increase 
awareness and knowledge of consumers of financial services. It should be noted that further regulatory 
intervention, aimed at increasing the level of perceived consumer safety, may have the opposite effect to 
the one intended, and may ‘spill’ customers, making them even more vulnerable to misselling. A similar 
phenomenon was observed after the spread of ABS in cars – drivers started to drive more aggressively as 
they felt safer [Carlson, 2020].

The survey was conducted electronically using the Google Forms tool from 10–16 August 2019 on 327 
people. The results of the survey do not fully reflect the estimates for the population, as they did not include 
people who are digitally excluded and have an overrepresentation of people with higher education (71.6%) 
and young people (62.5% of people up to 24 years old), as well as those living in large urban centres (75.8% 
in cities with more than 500,000 people). A relatively large sample in the case of strongly unambiguous 
results allows to assume that a similar result could concern the whole population. The results approximate 
the distribution of views in particular groups and may be a prelude to further in-depth research. As the 
largest group among the respondents were young or educated people, the survey may be an indication for 
public institutions to undertake educational activities. This is due to the fact that people up to 24 years of 
age will soon be reaching for investment products unknown to them beforehand as they enter the labour 
market and get rich.

4 The ‘yes/no’ question is very dichotomous and since most people have a bank account, they can answer ‘yes’ to be in line with 
their own behaviour. Otherwise, if they answer would be ‘don’t trust’ they should stop using banking services.
5 First of all, investing always involves risk and theoretically higher rates of return are achieved with a higher level of risk. 
Secondly, artificially eliminating risk and making the environment safer would increase the level of risk acceptable to investors. 
Thirdly, it would lead to an increase in the number of unreliable capital recipients, causing negative selection and pushing 
honest capital recipients out of the market. Fourth, the introduction of protection against ‘reckless’ investments (e.g. in bonds 
of bankrupt companies) would be a significant systemic cost (who would bear it?).
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To sum up, the aim of the survey was:
1. to examine the perception and knowledge of the misselling phenomenon by the respondents,
2. to measure the level of trust and perception of the safety of individual financial institutions and the 

products they offer,
3. a confirmation that the level of financial education of the population is too low and that the State 

should take action to improve it,
4. recommendations for retail investors and the state to limit the misselling of financial services.

5  Discussion of the survey results
Most of the respondents (69.4%, Figure 1) have not heard of the term ‘misselling’ as opposed to employees of 
financial institutions (65.5% know the term). As many as 53.3% of the respondents, who have been exposed 
to unfair market practices several times, know the concept of misselling. A higher level of knowledge of 
misselling is also noticeable among people earning over PLN 5,000 (39.8%).

About half of the respondents knew that they could withdraw from consumer credit within 14 days. 
Taking into account the age of respondents, 44.8% of people aged 18–24 and as many as 61.3% of 
people older than 24  years (probably young people are less interested in such a product) knew about 
this possibility. The greatest knowledge about the possibility of withdrawing from a consumer credit was 
among those with net income in the range of PLN 7,000–9,000 and above PLN 9,000 (about 66%), and the 
lowest among those with income below PLN 1,000 (34.5%) and in the range of PLN 1,000–3,000 (40.7%). 
These results testify to the need to improve financial education among the poorest and youngest people. 
Similar results are shown in the survey ‘Financial Knowledge of Poles’, where 46% of respondents were 
not aware of the possibility of withdrawing from a consumer credit agreement within 14 days [Consumers’ 
Federation…, 2019].

55.7% of the respondents knew that a financial advisor is obliged to offer a product tailored to 
the client’s needs, based among others on the MIFID adequacy test. No clear correlation between 
knowledge and income was found in this aspect; while people aged 45–54 (73.3%) could boast of 
greater knowledge clearly on the subject than those from the youngest group of 18–24 (53.7%), which 
may due to lifetime experience.

Further, 54.1% of the respondents were aware of the possibility of notifying the UOKIK President 
about the use of prohibited contractual templates by financial institutions. The highest level of 
knowledge in this respect was declared by respondents aged 35–45 (81%) and the lowest by respondents 
aged over 55 (38.9%). Such a difference is puzzling, but it may probably result from a certain generational 

Figure 1. Knowledge test – do you know? 
Source: Author own elaboration based on survey results.
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difference – the older generation may not be aware of the current design of the consumer protection 
system, as they were grown up in former socialist system. Interestingly, 58% of the city’s population of 
over 500,000 inhabitants knew about the proceedings before the President of the Office for Competition 
and Consumer Protection (UOKIKUOKIK), and only 1 in 3 people in rural areas knew about it.

Note that large number of respondents was aware of the possibility of withdrawing from a financial 
service ends after 14 days (67.6%)6. The group that declared the greatest knowledge were people with high 
net income, that is: PLN 7,000–9,000 (77.8%) and above PLN 9,000 (75.9%), and the smallest is in the 
range of PLN 1,000–3,000 (57.4%) and below PLN 1,000 (62.1%). Education influenced the level of declared 
knowledge: 71.8% of people with higher education knew about it, while people with higher education 
knew about it in 57% of cases at most secondary education. On the other hand, 65.4% did not know that 
the Financial Ombudsman could sue and represent clients in court (this may be due to the fact that this 
institution was established relatively recently), and the level of education had little positive impact on the 
outcome (39.8% of people with higher education vs. 32.5% of others).

Most of the respondents (56.9%) had not experienced the fraudulent practices of financial institutions 
but only 9.2% experienced that more than twice (Figure 2). After explaining to the respondents what 
misselling is, almost 9 out of 10 people consider it to be a significant problem in the financial market (only 
30.9% said definitely yes) (Figure 3). The perception of misselling as a significant problem is stronger in 
the group that has experienced this phenomenon at least once (92.8%) than in the case of other people 
(83.9%). This means that personal experiences shape the negative perception of misselling. An idea for 
further research could be to find a direction of the correlation between of being a victim of the misselling 
and knowing what misselling is. A study conducted by the NASD Foundation7 has shown that victims of 
financial fraud have greater financial knowledge than non-victims [Investor Fraud Study Final Report, 
2006]8. In other words the question is whether they learned from their mistakes (ex post) or whether they 
thought they were smart (ax ante) but they underestimated the risks.

Almost all respondents (98.2%) considered it necessary for the state to become more active in the field 
of financial education (rather only 19.6%). Despite having a small contact with misselling in the surveyed 
group, as much as 68.2% of the respondents believe (definitely or presumably) that the state institutions 
do not sufficiently protect their interests in case of unfair sales (only 3.1% of the respondents are definitely 
sure of this). 59.6% of the respondents believe that financial consumers are increasingly better protected by 
law (of which 10.1% are definitely certain). It is worth noting that as many as 16.8% of the respondents do 
not have an opinion here, which indicates a low level of knowledge of the law or poor information activity 
of the authorities of the investor protection system.

What changes does society expect in terms of misselling protection? Although most of the respondents 
(57.2%) support the model of the state as a night watchman (i.e. liberal approach and less regulation) 
(Figure 4), paradoxically as many as 48.9% of the respondents would like stronger regulation of the 

6 This may be due to the fact that there is an intensive advertising campaign on the right of withdrawal from distance consumer 
contracts, although de facto other legislation regulates financial contracts in this aspect. Perhaps the respondents, not knowing 
this, indicated that they were aware of the regulations concerning financial service contracts.
7 The successor of NASD (National Association of Securities Dealers) Foundation is the Financial Industry Regulatory Autho-
rity (FINRA) – it is a private American corporation that acts as a self-regulatory organization (SRO) which regulates member 
brokerage firms and exchange markets.
8 However, the question arises as to what was the first – the acquisition of financial knowledge or the experience of being che-
ated? Perhaps it was the broad financial knowledge (and in part such personality traits as greed and overconfidence) that made 
consumers more susceptible to misselling.

Figure 2. Did you have any experience with unfair practices (misselling)?
Source: Author own elaboration based on survey results.
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Figure 3. Main Likert scale survey. 
Source: Author own elaboration based on survey results.

Figure 4. What type of the institutional system do you support? 
Source: Author own elaboration based on survey results.

financial market (Figure 3), although as many as 17.1% of people could not express their opinion on this 
issue. The idea of greater market control is reflected in the proposal to restrict access to certain financial 
products for specific groups of customers, which 52.3% of respondents supported. As many as 87.5% of 
the respondents (including 41.6% definitely) believe that consumers should be better protected in their 
relations with financial institutions.

In the respondents’ approach to the personal consequences of an individual, economic liberalism 
can be observed, as most of the respondents did not want the state to bear the costs of misselling 
financial institutions. 51.4% of those surveyed considered that in the event of non-reading the contract 
and its abusive clauses, the consumer should bear the full consequences of his recklessness. This is all 
the more interesting because under the law, a consumer who has not read a contract and if there were 
abusive clauses in it, the consumer does not have to abide by the contract with regard to the prohibited 
terms – it is therefore irrelevant whether the consumer has read the contract or not if it is unfair. The vast 
majority of respondents (63.3%) also do not feel sorry for customers with a mortgage loan denominated or 
indexed in the Swiss franc (‘Frankowicze’) and do not want the government to prepare special assistance 
programmes for them.
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The respondents support the role of the state in the form of prevention (more regulations, bans) 
rather than assistance to victims. Also, as many as 58.7% of them reject the idea of creating an institution 
to pay compensation to bondholders of bankrupt companies. The majority vote seems to be reasonable 
in this case9.

The study also asked for an assessment of the security of financial institutions and financial services 
(Figure 5). Respondents asked to assess confidence on the financial institutions (1-min, 7-max) and the 
results are as follows: trust banks (mean score: 4.58), insurance companies (3.91) and investment fund 
companies (3.47, i.e. <3.50, i.e. mistrust prevails). Both credit intermediaries and financial advisory 
companies (2.59) and cooperative savings and credit unions (SKOK) (2.08) enjoyed low confidence of the 
respondents. Perhaps the reason for the low trust in the SKOK system was due to bad reports in the press 
as a result of the bankruptcy of several cash registers and the fact that the whole system of registers was 
described as a ‘financial scandal’ and often compared with the Amber Gold or Getback scandals. On the 
other hand, the small share of the SKOK system in the financial system and the fact that the funds were 
covered by the deposit guarantee scheme made the actual scale of losses suffered by consumers caused by 
the bankruptcy funds seem to be moderate [Martysz and Kleban, 2019].

By far the lowest trust is placed on loan institutions (1.87), which confirm the need to increase citizens’ 
awareness of their rights and of the existence of anti-usury laws. Negative opinions about loan companies (also 
revealed in this study) may be due to the result of historically many unfair practices of those entities in Poland, 
which lead to the tightening of legal regulations for this sector in 2015. Main infringements included are a lack 
of information about the interest rate of the loan, the total cost of the loan, the total amount to be repaid and the 
order in which the instalments were counted towards the repayment etc. [Pindel and Martysz, 2019].

For the most secure financial services (Figure 6), the respondents rated: bank account (mean score 
of 6.03), deposit (5.73) and treasury bonds (5.43). The most dangerous were: forex contracts (2.62), where 
ignorance was also indicated by the highest number of respondents, shares (3.15) and investment fund units 
(3.60). It is surprising that despite commonly known irregularities related to life insurance with insurance 
capital funds (CIF/UFK)10 in the survey they received a high rating (4.36) in terms of security.

The subjective safety assessment is worth to comparing with the popularity of particular financial 
products (Figure 7). The respondents most often treated a bank account (99.4%) and deposits (66.1%) as the 
safest products. It is worth noting that deposits are guaranteed by the Bank Guarantee Fund up to €100,000 

9 First of all, the purchase of bonds is not a first-round financial service but has an investment character. Secondly, investors 
must be aware of and bear the consequences of the investment risk taken. The creation of a compensation fund would make 
investors no longer assess the investment risk at all and would only be guided by the rate of return when choosing investments 
(in line with moral hazard). Negative selection would then push ‘fair’ but less profitable investments out of the market, leading 
to a significant deterioration in economic efficiency. The investors would have no interest in asserting their rights and claims, 
and would have no interest in passing these obligations on to the state creating the compensation system.
10 The main misconducts of this product include high liquidation fees, lack of customer needs analysis (misselling) and of-
fering customers risky assets ‘packaged’ in an insurance (including closed-end investment funds) [UOKiK, 2015], [KNF 2019].

Figure 5. Evaluation of the confidence in financial institutions (1–7). 
Source: Author own elaboration based on survey results.



132   C. B. Martysz and J. P. Rakowski

Figure 7. Popularity of a given product/financial instrument.  
Source: Author own elaboration based on survey results.

Figure 6. Safety evaluation of a financial product (1–7). 
Source: Author own elaboration based on survey results.

per individual depositor who is a natural person, which undoubtedly has an impact on consumers’ decision. 
Surprisingly, the third place was not taken by treasury bonds (14.7% of beneficiaries) but by life insurance 
(63%). Thus, customers more often chose products that are considered as safe and necessary for life.

As far as knowledge and understanding of individual financial products are concerned (Figure 8), as we 
believe, bank accounts (99.7% understand) and deposits (95.4% understand) were the best understood, but 
interestingly life insurance (94.8%) and shares (90.2%) ranked third, followed by treasury bonds (84.4%), 
even though their security was assessed as greater than that of shares. Due to a lack of knowledge, there 
may be a paradox: a more risky product (e.g. shares) is considered to be more understandable, which may 
encourage more people to use it than to invest in safer instruments (e.g. treasury bonds or municipal bonds), 
because the consumer does not understand what the mechanism of this product is. This is demonstrated 
by the survey: a higher percentage of respondents were or are holders of shares than treasury bonds (25.7% 
to 14.7%). The least known were forex contracts (24.2% did not know and 32.1% did not understand) and 
municipal bonds (32.7% did not know and 35.2% did not understand).

It is surprising that the low level of knowledge of municipal bonds, which is more secure than for 
example shares, but this is due to the poor availability of this financial instrument for retail investors 
(almost all municipal bonds in Poland are purchased by banks on the primary market, and then partially 
sold to financial investors in the secondary market). A significant percentage of those surveyed have also 
not heard of life insurance from the CIF/UFK (14.68%), corporate bonds (16.82%) and investment funds 



 Study of circumstances surrounding the misselling   133

Figure 8. Knowledge and understanding of financial products.  
Source: Author own elaboration based on survey results.

(18.04%). It should therefore be in the interest of the state to promote knowledge about treasury retail bonds 
in order to increase demand for them.

The previous unanimous opinion of respondents on the need to increase public education confirms 
that the appointment of The Financial Education Council of the Financial Ombudsman in 2019 was a 
necessary initiative. Only 21.7% of respondents believe that their financial knowledge is good or very good 
(Figure 9). As there are a disproportionate number of people with higher education among the respondents, 
self-assessment of financial knowledge in the whole population would be much worse. Moreover, it should 
be assumed that the subjective assessment of one’s own knowledge is overestimated – according to the 
‘Financial Knowledge of Poles’ survey, almost 25% of the respondents overestimated their knowledge of 
the basics of economics [Consumers’ Federation…, 2019]11. Undoubtedly, insufficient financial knowledge 
and thus a lack of ability to understand financial products and the associated risks may lead to an increase 
in misselling. Considering the above observations, it should be recognised that there is an urgent need to 
improve consumers’ financial education.

Only 31.8% of respondents always read the financial services contract thoroughly and as much as 
4% never read the contracts at all (Figure 10)! What is interesting, as Deloitte’s research suggests, this 
percentage can be much higher when contracting with modern technology – 91% consumers willingly 
accept legal terms and conditions without reading them before installing apps, registering Wi-Fi hotspots, 
accepting updates and signing on to online services such as video streaming [Deloitte, 2017].

Making customers aware of the importance of reading contracts and that they have the right to 
familiarise themselves with the contract should significantly reduce the number of people who have 
acquired unwanted or unnecessary financial services.

The knowledge of the respondents about state initiatives concerning financial education or misselling is 
low, among which the most famous was NBPportal.pl (Figure 11). It is worth to note that the Polish Financial 
Supervision Authority boasts of the number of training courses on the CEDUR project (Education centre for 
market participants), and the project has low recognition among the respondents. In order to increase the 
participation of citizens in training, such initiatives should be better promoted, which should obviously be 
free of charge.

Respondents declared that they most often acquire knowledge from articles presented on Internet 
portals (72.2%), friends and family (61.5%) and the websites of financial institutions (58.7%) (Figure 12). 
Interestingly, employees of financial institutions mainly acquire knowledge about finance from friends 

11 In the field of social psychology this phenomenon is called an illusory superiority. This is a condition of cognitive bias whe-
rein a person overestimates their own qualities and abilities, in relation to the same qualities and abilities of other people. This 
phenomenon can be illustrated by drivers having overly positive beliefs in their own skills.
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Figure 9. What is my knowledge of the laws and state institutions that protect consumers from misselling? 
Source: Author own elaboration based on survey results.

Figure 10. Am I used to sign contracts without reading them carefully?  
Source: Author own elaboration based on survey results.

Figure 11. Knowledge of state financial education initiatives.  
Source: Author own elaboration based on survey results.

Figure 12. Sources of knowledge and information on financial products.  
Source: Author own elaboration based on survey results.

and family (4 in 5 people) and at work (74.5%) that is more than twice as often than others. This group 
participated in training courses on financial issues much more often (38.2%) than all the respondents 
(16.8%), mostly conducted by their own employer.

In the case of misselling, the respondents would first of all turn to the President of the UOKIK/OCCP 
(48.6%) and second to the non-governmental consumer organisations (35.8%) (Figure 13). Interestingly, 
the third place was taken by the Police – this is puzzling because most misselling cases are civil cases and 
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are not reported to the police, while only criminal cases are reported to the Police. Such a response of the 
respondents proves little knowledge in this area. The respondents’ knowledge of the competences of new 
bodies such as the Financial Ombudsman is low. Respondents are more eager to identify the President 
of the Office for Competition and Consumer Protection (UOKIK, OCCP) as the ‘first contact’ authority in 
the event of a misselling, although the Financial Ombudsman has a wider range of subjects and provides 
individual assistance, so his support is universal (in all complaints).

6  Conclusion
According to Polish law, misselling is the sale of financial services which do not meet consumers’ needs or the 
very manner of selling them which is inadequate to the nature of those services. Misselling is a multi-faceted 
phenomenon because its creation depends, among other things, on the individual characteristics of the 
investor, the type of product offered, the way of selling and the level of risk of the product. However, misselling 
differs from unfair sales of ordinary non-financial products mainly because it involves financial products 
that consumers often do not understand. For this reason, misselling deserves special attention because it 
can not only generate losses for consumers and investors but also discourage them from participating in the 
financial market. Insufficient financial literacy, a lack of understanding of financial products and their risks 
and a lack of awareness of consumer rights are key factors in the development of misselling.

The authors believe that the determination of the level of knowledge and public perception of financial 
institutions allows to identify areas that require increased educational efforts from both the state and the 
citizens themselves. To this end, a survey has been conducted, which proves that increased efforts are 
needed from the state in the field of financial education. Among the respondents, the term ‘misselling’ was 
not widely known, but after it was explained, most people considered it to be an important problem that 
deserves special attention. The respondents felt that their knowledge of financial issues was insufficient as 
well as they had low awareness of available state educational initiatives, and rarely participated in financial 
education training. Assuming that the state should not interfere more in the process of selling financial 
services, the way to reduce the misselling phenomenon, apart from raising the ethical standards of employees 
of financial institutions, should be to spread financial knowledge among consumers. The promotion 
of financial education could improve consumers’ sense of security, improve the degree of adjustment of 
financial services to consumer requirements, strengthen awareness of the assistance that consumers can 
receive from public institutions, and positively contribute to the activity of Poles in the financial market.

The introduction of additional legal regulations to protect investors is not necessary if consumers’ 
knowledge and awareness of the current solutions is satisfactory. The lack of awareness of customers’ rights 
and obligations imposed by financial institutions makes it impossible to effectively avoid the negative 
consequences of misselling. The survey noted a certain contradiction in the responses – despite the majority 

Figure 13. You are a consumer and you have been swindled when signing a financial service contract. Where will you turn for 
help in the first place?  
Source: Author own elaboration based on survey results.
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of respondents supporting the state model as a night watchdog, almost half of them pointed to the need 
for stronger regulation of financial markets and supported the preference of the consumer as the weaker 
party to the contract. This weakness results from asymmetry of information and consumers’ subordination 
to financial institutions. The interests of retail investors and financial consumers (in relation to financial 
institutions) need to be protected in order to counteract misselling. However, it should be stressed that 
excessive protection and the strong elimination of investment risk can lead to moral hazard and thus reduce 
the efficiency of the financial market.

The survey confirmed the need to increase activities in the field of financial education. It was also noted 
that there is usually a correlation between education or income and the higher level of financial education 
among the respondents. It is therefore reasonable to assume that despite relatively low overall knowledge 
level of the participants in this study, it is actually even lower in the general population. State educational 
programmes are generally low in recognition and respondents (except employees of financial institutions) 
rarely benefit from financial training.

Furthermore, economic education should create critical attitudes among investors and consumers in 
order to verify information about financial market services, which at first glance appear to be irrational or 
economically unjustified (e.g. a bogus deposit with a very high interest rate, the ‘complete lack’ of costs in the 
offer, a ‘wonderful’ investment product etc.). Besides, personal finance is not an abstract art – it is really not 
worth buying something you do not understand and only relying on a salesperson claiming that ‘it will be fine’.

The results of the survey show that consumers should be encouraged to receive financial education, 
especially through public initiatives. However, it should be remembered that financial education is not 
enough to effectively protect consumers from misselling, because this also requires properly enforced 
laws that put the consumer in a privileged position over financial institutions [Ćwieląg and Maciejasz-
Świątkiewicz, 2016, p. 68].
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Abstract: Over the recent years, money has become one of the most compelling topics in modern societies. 
Consequently, financial literacy turns out to be an indispensable ability in today’s complex reality. 
Numerous studies reveal that the level of financial literacy is dependent on the socio-economic context 
in which the financial experience is formed. Against this background, this study aims to verify how the 
specific socio-economic context affects the perception of students with regard to the main sources of private 
wealth in the Western and Eastern Bloc countries. The research problem focuses on the following question: 
Do students’ perceptions precisely reflect the economic reality in their countries? Data from 115 essays 
written by students from Poland, Austria, Russia, The Netherlands, Germany, Sweden, and Ukraine were 
analyzed using directed qualitative content analysis. A structured matrix of four predetermined sources of 
wealth – CEO compensation, financial trading, entrepreneurship, and inheritance – was developed and 
subsequently compared with students’ observations. As a result, two conceptual models were developed 
presenting differences in the perceptive schemes of Western and Eastern Bloc students. Then the perceptions 
were compared with empirical data from the Forbes list of billionaires. This paper provides an example of 
how essays written by students can become a source of empirical research. Its added value lies in showing 
the usefulness of directed qualitative content analysis in socio-economic studies.

Keywords: wealth, income, financial literacy, socio-economic differences, directed qualitative content 
analysis
JEL Classification: Z1, F6, I3, J7

1  Introduction
The incessant concentration of private assets in the hands of wealthy families and individuals has become 
one of the most noticeable trends both globally and in Europe. In the wake of steady economic growth, the 
number of rich people began to increase not only in traditionally prosperous Western European countries 
but also in transforming post-communist ones, such as Poland, Russia, or Ukraine [World Wealth Report, 
2020, Capgemini Research Institute]. The emergence of a distinct social group of wealthy individuals has 
been brought to public attention by virtue of mass communication and social media, putting the lavish 
lifestyle of the rich and influential in the center of social interest. Accordingly, money has become one of 
the most compelling topics in modern societies, and materialistic attitudes seem to overrun other, more 
altruistic demeanors [Hurst et al., 2013]. Materialism is one of the distinctive characteristics of modern 
economies, making proper money attitudes and financial literacy an indispensable ability to navigate in 
today’s complex reality. Financial literacy is more than the sum of financial education and knowledge 
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[Huston, 2010]; it is the capacity to use that knowledge in a specific economic context and is contingent 
upon one’s individual experience developed in the very early formative years [Gurney, 1988].

The idea of different socio-economic backgrounds leading to different levels of financial literacy is 
central to this study. The aim of the present study is to verify how the specific socio-economic context 
affects the perception of students about the main sources of private wealth from different economic blocs. 
Consequently, this research seeks to understand the mental reality of students from two groups of countries: 
Western and post-communist ones. The juxtaposition of the Western and Eastern Bloc countries is intended 
to discover whether there are two different perceptive schemes concerning sources of wealth, resulting 
from different determinants in which the students’ experience is anchored. The main research problem 
focuses on the following question: Do students’ perceptions adequately reflect the economic reality in their 
respective countries? Do they properly understand the mechanisms of acquiring wealth in their societies? 
To achieve the study’s aim, a directed qualitative content analysis was applied, utilizing a structured matrix 
[Elo and Kyngas, 2008]. Four predetermined high-income categories, such as CEO compensation, financial 
trading, private entrepreneurship, and inheritance, based on the study by Sussman et al. [2014] were put 
into the matrix and taken as grounds for further elaboration. The research was focused at finding whether 
all the four categories would be reflected in students’ opinions and whether there would be any specific 
connotations reflecting the different socio-economic environments in which students’ observations were 
made. The data were derived from a purposive sample of 115 essays written by students from Poland 
(39  essays), Austria (22), Russia (16), The Netherlands (16), Germany (9), Sweden (8), and Ukraine (5), 
studying at Vorarlberg University of Applied Science in Dornbirn (Austria) and the University of Gdańsk 
in Sopot (Poland) in the years 2015–2018. The research results are presented in the form of two different 
perceptive schemes, elaborating the meaning of a country-specific experience and its potency to shape 
views on wealth-creating mechanisms. In a further step, students’ observations were matched with the 
empirical data derived from the Forbes list of billionaires [Forbes, 2020], which reflects the real composition 
of sources of wealth among the richest people in the analyzed countries. The study demonstrates the 
additional value of proving the usefulness of directed quality content analysis in socio-economic studies.

2   Materialism, money attitudes, and financial literacy – 
 Theoretical background

Over the past decade, most countries of the world have experienced stable economic growth, followed 
by the rapid accumulation of wealth by private individuals. Although Europe lost its leading position in 
wealth creation several years ago, it is still a region of significant private wealth concentration. In the years 
2013–2019 the total wealth of European adults rose from US$86 trillion to approximately US$89.7 trillion 
[Statista, 2019]. The emergence of a distinct social group of wealthy individuals attracts interest from the 
media, making the process of individual wealth creation even more spectacular for an outside observer. 
The omnipresent interest in money has become a hallmark of our times and a key feature of most market 
economies. As social psychologist David W. Krueger observed, “money is probably the most emotionally 
meaningful object in contemporary life: only food and sex are its close competitors as common carriers 
of such strong and diverse feelings, significance and strivings” [Krueger, 1986, p. 3]. It is acknowledged 
that materialism is on the rise both globally and as an individual phenomenon [Ghadrian, 2010; Lim et al., 
2012]. Moreover, since money has been established as a powerful motivator of human behavior, materialism 
is regarded as a central driving force in modern consumer society [Looft, 1971]. Numerous definitions of 
materialism have been proposed; in the context of this study, two of them need to be mentioned. The first 
definition presents materialism as “the importance a consumer attaches to worldly possessions” [Belk, 
1984, p. 291]. The second views materialism as a system of personal values and defines it as “a set of centrally 
held beliefs about the importance of possessions in one’s life” [Richins and Dawson, 1992, p. 308]. These 
two approaches can be differentiated as personality materialism versus personal values materialism [Ahuvia 
and Wong, 2002]. Yet another approach connects materialism with Maslov’s hierarchy of needs theory and 
views it as a mechanism for coping with unsatisfied needs [Inglehart, 1990]. It is not my intention to discuss 
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whether materialism is bad or good – a dilemma contemplated by many scholars [Swagler, 1994; Larsen 
et al., 1999; Twitchell, 1999]. Neither is it my aim to analyze the implications of a materialistic attitude 
on personal satisfaction or dissatisfaction (for more on this subject see Ahuvia’s article, If money doesn’t 
make us happy, why do we act as if it does?, Ahuvia, 2008). Rather, I take a neutral stance and consider 
materialism as a complex phenomenon which is prevailing in most developed economies and is therefore 
worth academic deliberation.

One of the aspects related to materialism is money attitude. As many studies reveal, attitude toward 
money is an important factor in determining a person’s financial management and level of financial 
prosperity [Joo and Grable, 2004; Shim et al., 2009]. Moreover, since money attitudes precede money 
behavior, they may be treated as a signal or an indicator of future money-related decisions. Nelson et al. 
[2006] highlight the impact of social class background: Children raised in a poor working community acquire 
the skills necessary to navigate in that environment, but they probably do not learn the skills necessary 
to advance into more privileged classes. The significance of personal experience is also emphasized by 
Gurney [1988], who argues that money attitudes begin as early as in childhood as we observe our parents’ 
behavior, and remain practically unchanged in adult years, affecting all our decisions concerning money.

All circumstances connected with money attitudes and behaviors add up to the general concept of 
financial literacy. There have been many attempts to conceptualize financial literacy to distinguish it from 
financial education and financial knowledge. One of the most comprehensive definitions was presented 
by The Organization for Economic Cooperation and Development [OECD, 2012], in which financial literacy 
is portrayed as a combination of the consciousness, knowledge, ability, attitude, and behavior that are 
necessary to make financial decisions and, accordingly, to achieve individual financial wealth. Thus, 
financial education is a process of knowledge and ability development, and financial literacy is the 
capacity to use that knowledge and abilities in real-life situations. Financial literacy has two dimensions: 
understanding and use [Huston, 2010]. Although it is a multidisciplinary concept, the research so far has 
focused mainly on the instruments used to measure this phenomenon and to enable its modeling [Chen 
and Volpe, 1998; Murphy and Yetmar, 2010; Rooij et al., 2011; Potrich et al., 2016]. This paper presents a 
different approach. I perceive financial literacy as a specific type of capital which is acquired through social 
observation and financial education and is further shaped by subjective experience resulting from one’s 
socio-economic context. It starts with the understanding of local mechanisms of gaining wealth and based 
on this understanding it may be used in a successful fashion.

3  Main sources of wealth – An overview
Following the discussion on money and wealth, it is essential to identify the key factors influencing the 
process of private wealth accumulation. At this point, it is necessary to separate two concepts that are often 
misinterpreted, namely, income and wealth. At the simplest, income is a flow of money, whereas wealth is a 
stock concept – the difference symbolically exemplified by Kennickell [2008] in his metaphor of “ponds and 
streams”. Income represents the flow of cash that one earns every year, whereas wealth is the total stock of 
assets that one owns, either through accumulation or inheritance. Although income is the primary source 
of creating wealth for individuals, it is, however, not wealth itself. Moreover, generating income does not 
always lead to wealth creation. There are other differences, too. Whereas income streams mostly take the 
form of cash, the wealth components are much more diversified and include both financial and non-financial 
assets. Wealth is also an important metric since it can be inherited, unlike income. Wealth can determine 
which opportunities individuals have to make profitable investments, gain proper education, and pursue 
different occupations [Roine and Waldenström, 2014; Pistor, 2019]. The commonly accepted definitions of 
wealth focus on assets that are marketable and thus possible to sell or purchase at a marketplace. Related to 
this is the concept of income-generating assets, that is, assets that have a base value and, at the same time, 
the ability to produce additional funds beyond the inherent value for the investment holder. As Kennon 
[2019] observed, rich people use a disproportionate percentage of their income to acquire productive assets. 
By doing so, they multiply their chances to garner substantial revenue from capital gains.
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Both literature studies and real-life examples indicate that the accumulation of wealth can be driven 
by entirely different mechanisms and can thus consist of a mixture of different income streams. It is 
therefore justified to make a short overview of the main sources of income that can contribute to one’s 
stock of wealth. The selection of high-income categories was based on the typology proposed by Sussman 
et al. [2014] and comprises the four most powerful sources of wealth: CEO compensation, financial trading, 
entrepreneurship, and inheritance. There are, of course, other sources of income streams, such as money 
made by artists, sportsmen, media celebrities, and so on, not to speak of criminal activities. Narrowing 
them to just four most powerful categories was intended to make the final picture as clear as possible. The 
analyzed sources of wealth are described in brief below.

3.1  CEO compensation 

This is a strong wealth-creating factor due to the huge disparity between the salaries of top executives and 
the average wage level in big companies. This phenomenon, reaching its extreme in the United States, is 
commonplace also in Europe. In 2018, the pay ratio between the CEO and the average worker was 201 in 
Great Britain, 171 in the Netherlands, and 136 in Germany [Statista, 2020]. Such a huge wage gap is often 
attributed to globalization and technological revolution. Globalization extends substantially the market 
reach for corporations’ products, and technological change increases the wage differences between skilled 
and unskilled workers. As Rosen [1981] points out, a combination of technology and market size gives top 
executives excessively large rewards, creating the “superstar” model of the economy in which the income 
distribution is dramatically skewed toward the most talented people in the activity. Many markets have 
become “winner-take-all-markets”, providing disproportionate gains to the largest and most productive 
firms and their executives [Frank and Cook, 1991]. However, Bivens and Mishel [2013] argue that the 
dramatic increase in the salaries of top executives is not the effect of competitive markets rewarding skills 
or productivity based on marginal differences, but is rather driven by the creation of economic rents. CEOs 
and top executives receive performance-based compensation which includes not only large salaries but 
also bonuses, stock options, and many other financial and non-financial benefits, constituting a significant 
income stream to accumulate wealth. At the same time, a large fraction of regular employees are paid merely 
the market rate wages, that is, the lowest rates that can be accepted by an industry group.

3.2  Financial trading

This type of income results from successful capital market operations and can take the form of dividends 
or capital gains. Purchasing shares can significantly contribute to the financial success of an individual, 
regardless of whether the goal is a cash income from dividends or a long-term appreciation in stock value. 
If one can afford to buy a large portfolio of stocks that regularly pay dividends, dividend income may 
become a stream of cash to be reinvested or used for consumption without decreasing the value of one’s 
wealth. However, financial trading as a way of getting rich is not easily available to everyone. It involves 
high risk and requires a substantial degree of knowledge concerning financial instruments, not to mention 
capital resources necessary to start the investments. These criteria pose a serious psychological and 
educational barrier and result in perceiving capital market operations as a source of income available only 
to knowledgeable investors and wealthy people with abundant capital reserves. According to Piketty [2014], 
the key reason underlying the extreme concentration of wealth in the hands of privileged groups is the 
increasing return to capital versus labor. Petras [2014] goes so far as to say that the original source of private 
wealth is the exploitation of labor by capital, which results in the accumulation of huge amounts of private 
wealth at the expense of wages, salaries, public welfare, and state revenues.

3.3  Entrepreneurship

Studying the list of the richest people in the world [Forbes, 2020], it is easy to notice that a great majority 
of them are business owners. Therefore, many people think of moving to this category at some stage of 
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their career and make plans of launching a business of their own sometime in the future, recognizing its 
potential as a powerful wealth-creating mechanism. Income from entrepreneurship refers to money one 
can earn by selling goods or services for more than it costs to produce them. To realize profit, a business 
owner or an entrepreneur needs to come up with the right idea of a product or service, find customers with 
the relevant needs, cope with the competition and legal business environment, and be able to engage in 
many other time-consuming activities. Once profits are made, they may be invested in various income-
generating assets which contribute to the overall stock of wealth. Starting an own business, however, 
requires an entrepreneurial spirit, the courage to take additional risks, and above all, initial investment 
capital which can be either accumulated in advance or inherited.

3.4  Inheritance

Households and individuals may acquire wealth in two ways: (1) by accumulating the net surplus of 
earnings over consumption or (2) by receiving transfers of cash and assets from other people, mainly 
members of the family. According to the European Central Bank, study inheritance plays a decisive role in 
defining the relative position of households in the distribution of wealth across all countries using the Euro 
[Fessler and Schurz, 2015]. Other studies [Feiveson and Sabelhaus, 2018] reveal that inheritance recipients 
tend to be wealthier, more educated, and able to acquire higher income than the average person in the 
economy. Korom [2016] openly uses the phrase “inherited advantage”, pointing to various advantages 
that go beyond money transfers and comprise investment in education, engaging heirs in lucrative family 
businesses, providing connections leading to better paying jobs, or providing financial expertise that leads 
to higher returns. Knowledge and networks are thus a form of social capital systematically passed from 
the older generation to the younger, allowing children of the wealthy to take a higher position in the social 
hierarchy and providing “wisdom about how to advance educationally or economically, social contacts that 
facilitate advancement, and knowledge about how to work within social systems” [Bubolz, 2001, p. 130]. 
In consequence, intergenerational transfers, whether they take the form of financial or social capital, are 
powerful factors of wealth creation and wealth concentration.

4  Research method
The aim of the present research was to verify whether students from different economic and social 
backgrounds are familiar with the commonly known sources of wealth (mentioned above) in equal measure, 
and to find out how the personal context of these students affects their understanding of wealth-creating 
mechanisms. The complementary aim was to confront students’ perception schemes with the actual 
composition of sources of wealth of the richest people in their respective countries. The specific research 
questions were formulated as follows:
1. Are there differences in understanding the role of the respective sources of wealth between students 

from Western and post-communist countries?
2. In which income categories are the differences most visible and how can they be explained?
3. Are there any country-specific perceptive schemes that apply solely to the unique social and economic 

contexts of these countries? If so, how can they be interpreted?
4. How adequate are students’ perceptions in confrontation with real sources of wealth of the richest 

persons in their countries?

Given the exploratory nature of this study, a qualitative content analysis was used following Marshall’s 
[1996] view that the qualitative approach is most useful in understanding the humanistic “why?” and 
“how?”, rather than the mechanistic “what” questions, which are usually answered by quantitative 
methods. Qualitative research methods are particularly relevant in the case of seeking the understanding of 
the problem from the perspective of the local population and are especially effective in obtaining culturally 
specific information. Of the three approaches to data analysis (conventional, directed, or summative), 
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the directed qualitative content analysis of textual materials was chosen, as “a research method for the 
subjective interpretation of the content of text data through the systematic classification process of coding 
and identifying themes or patterns” [Hsieh and Shannon, 2005, p. 1278]. Data were derived from a purposive 
sample of 115 students’ essays written during financial courses taught by the author in the years 2015–2018 
at Vorarlberg University of Applied Science in Dornbirn (Austria) and the University of Gdańsk in Sopot 
(Poland). All the essays had the same topic: What are the main sources of private wealth in your country?, 
and were written by students representing the following countries: Poland (39 essays), Austria (22), Russia 
(16), The Netherlands (16), Germany (9), Sweden (8), and Ukraine (5). Such sample composition made it 
possible to compare the opinions and observations made by students from developed Western countries 
(Austria, Germany, The Netherlands, Sweden; 55 essays altogether) and those from post-communist or 
transition economies (Russia, Ukraine, Poland; 60 essays altogether). All students were 19–23 years old, 
had a bachelor’s degree, or were undergoing bachelor study. The deductive approach was applied to this 
study. Based on the research by Sussman et al. [2014], a structured categorization matrix containing four 
major sources of wealth – CEO compensation, financial trading, entrepreneurship, and inheritance – was 
determined as the framework for data collection and analysis. Accordingly, only aspects that fit the matrix 
were chosen from the data and coded for further analysis [Patton, 1990]. Coding was done separately for 
essays written by Western and post-communist students, and manifest rather than latent content was taken 
into consideration. The process of the analysis is presented in Table 1.

The analysis resulted in the elaboration of two conceptual models showing differences in the 
perception of sources of wealth between the Western and Eastern Bloc students, featuring socio-economic 
backgrounds underlying the students’ perspective, and identifying most typical associations pertaining to 
the four analyzed high-income streams.

5  Sources of wealth – Western students’ perspective
Figure 1 presents the perception scheme of Western students. Due to the socio-economic background of 
developed economies, traditionally wealthy societies, and the longstanding functioning of financial 
institutions, all major sources of wealth—with the corresponding associations—were reflected in their 
essays.

5.1  CEO compensation

Whenever an income from employment was mentioned in Western students’ essays, it was typically 
associated with a CEO or other top position in a corporation. The students were aware that income from 
a job could contribute to building one’s wealth only if it was related to a high position in the corporate 
hierarchy. Here are the relevant quotes: “To work as a CEO in a publicly traded company, to get bonuses 
and dividends” [male, Austria, 19 years]; “To be skilled worker, go to the top of corporate ladder” [male, 
Germany, 20 years]; and “To get well paid jobs: security broker, CEO, chief of research & development” 
[male, The Netherlands, 20]. Western students also seemed to realize that income from regular work could 

Table 1. Directed content analysis process (deductive approach)

Phase of analysis Steps

Preparation Selecting unit of analysis (single essay)
Reading all essays and selecting the most meaningful ones

Organizing the research 
process

Developing structured analysis matrix
Data coding according to predefined categories
Separating essays written by Western and Eastern Bloc students

Reporting and results 
presentation

Finding typical quotes for each predefined category
Elaborating conceptual models of perceptive schemes of Western and Eastern Bloc students
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not be considered as a substantial source of wealth, as in the following quotes: “It is very hard to get rich in 
Austria just as a normal worker or an employee in some company” [male, Austria, 19]; “In Sweden it is hard 
to become very rich as an employee, even if you do a great career” [female, Sweden, 21]. Some opinions 
underlined the role of taxation as follows: “Taxes make it difficult to become rich just by earning salary or 
doing a wage-based work” [female, Sweden, 20].

5.2  Financial trading

This income stream was usually mentioned by Western students in the general context of trading in financial 
instruments, mainly on a stock exchange. Typical associations pointed to the risky nature of securities 
and further investing possibilities resulting from capital gains. Specific quotes were as follows: “To invest 
in stocks and bonds, especially on a long-term basis” [male, Germany, 21]; “To buy shares of successful 
companies” [male, Austria, 19]; and “To invest in projects of building companies” [male, The Netherlands, 
20]. Western students were very precise in indicating further investment possibilities, highlighting real 
estate as the most effective form of financial engagement. They pointed to specific real-estate projects, for 
example: “Investing in property market supported by tourism industry” [female, Austria, 20] and “Investing 
in real estate in megacities in Austria or Germany” [male, Austria, 19]. Furthermore, income from property 
trading and rental income were perceived as meaningful contributions to their retirement provision, which 
proves their good understanding of financial matters in a long-term perspective.

Figure 1. Conceptual model of Western students’ perception scheme of sources of wealth; comments to each identified source 
of wealth with adequate quotes are given below.
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5.3  Entrepreneurship

Entrepreneurship was by far the most mentioned source of wealth in Western students’ essays. Although 
many opinions were of a general nature, the awareness of special abilities and predispositions necessary 
to start one’s own business was manifest in their essays, as in the quotes: “It takes innovative spirit to 
start own business” [male, The Netherlands, 20] and “To make quick money you have to be creative 
programmer or web developer” [male, Germany, 21]. There were also several more precise ideas of running 
an own company, indicating the areas in which the newly established businesses could operate: “To be 
an entrepreneur in internet business, ex. gaming industry” [male, Austria, 19]; “To be entrepreneur in 
construction sector, real estate or finance” [male, The Netherlands, 21]; and “To bring innovative spirit in 
engineering, shipping industry” [male, The Netherlands, 20].

5.4  Inheritance

Inheritance was mentioned by almost all Western students, as a reflection of the economic reality in which 
they live and which they can therefore observe and interpret in a correct way. The relevant quotes are as 
follows: “To be born into rich family” [female, Austria, 19]; “Inherit the business and develop it” [female, 
Sweden, 21]; and “Inherit property, money or participation in family-owned company” [male, Germany, 
21]. The last quote is particularly meaningful, since it reveals the understanding of both material and social 
leverage resulting from intergenerational transfers or from being born to a wealthy family.

6  Sources of wealth – Eastern Bloc students’ perspective
Figure 2 presents the perception scheme of Eastern Bloc students featuring their vision of sources of wealth. 
Different socio-economic backgrounds of emerging economies transforming from centrally planned to 
market rules had a visible impact on their understanding and interpretation of various ways of getting 
rich. In general, opinions of this group of students were rather vague or sketchy, such as, if the concept of 
private wealth was a sort of a distant category for them. A very meaningful quote proves this assumption: 
“Just imagine your whole life without even knowing that you can buy things bigger than a bicycle, and now 
you can own flats, houses or even factories” [female, Russia, 19]. Two important sources of wealth – income 
from financial trading and inheritance – were practically not recorded in Eastern Bloc students’ essays, 

Figure 2. Conceptual model of Eastern Bloc students’ perception scheme of sources of wealth.
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and the connotations referring to the remaining sources displayed a typically country-specific perspective. 
There were also differences distancing the opinions of Polish students from their peers, based on Poland’s 
membership in the European Union (EU).

6.1  CEO compensation

Income from a job was perceived by this group as a very important factor contributing to private wealth, 
but only occasionally was it associated with a high managerial position. Contrary to their Western peers, 
students from post-communist countries seemed to have a vague cognizance of the weak position of 
labor income versus capital-based income streams. There was only one case in 60 essays from Eastern 
Bloc students in which the skepticism toward income from regular work was expressed: “It is difficult to 
make serious money while being employed” [male, Poland, 23]. Otherwise, economic security resulting 
from employment was perceived as a good starting point to wealth accumulation. Polish students referred 
to income from employment in the context of hard work: “Working hard” was a typical combination of 
words whenever employment was considered, sometimes articulated as “commitment and hard work,” 
“taking extra work,” or “workaholism”. In singular cases, however, there was a reference to the position 
in corporate hierarchy: “To have high position in IT and finance” [male, Poland, 22] and “To develop a 
professional career, take high managerial position” [female, Poland, 22].

In the case of Russian and Ukrainian students, high regard for state job positions or employment 
by state-owned companies could be observed, corroborating the notion of economic security as a highly 
appreciated social value in post-communist countries. Here are the relevant quotes: “To get an executive 
position in a big state company” [female, Russia, 21] and “To work for extraction industry” [male, Russia, 
21]. In general, a great majority of the opinions of Eastern Bloc students seemed to suggest that if one 
worked hard enough or had a stable job position, income from employment may be quite an effective way 
of accumulating wealth.

6.2  Financial trading

Only in five essays by Polish students was there a clear reference to capital market operations as an effective 
path in pursuing wealth. The students seemed to be realistic about the necessary knowledge required to 
use financial instruments and benefit from this income stream. Here are some typical quotes: “To know 
the basics of management and investments” [male, Poland, 22] and “Invest on a stock exchange, have the 
knowledge of investing instruments” [female, Poland, 22].

In contrast, there was no reference to stock trading as a source of wealth in the essays by Russian or 
Ukrainian students. Two comments appeared in Russian essays instead, both critical and skeptical, namely: 
“There is little stock exchange activity” [female, Russia, 22] and “Financial ignorance” [female, Russia, 
21]. The latter statement was supposed to describe the generally low level of financial literacy among the 
Russian population. Although there are stock exchanges operating in Moscow and Kiev, the participation 
of individual investors in the capital market in both countries is very small, and the knowledge of financial 
instruments among ordinary people is rather negligible.

6.3  Entrepreneurship

This income stream revealed profound country-specific differences both in relation to Western students’ 
opinions and within the Eastern group itself. Entrepreneurship as a path to building private wealth was 
mentioned explicitly only by Polish students. Some comments were of general character and alluded to the 
predispositions of a would-be entrepreneur: “To set ambitious goals, distinguishing goals from dreams” 
[female, Poland, 22]; “Building own business from scratch, taking risks” [male, Poland 22]; and “To use 
the combination of external factors and the ability of Poles to take chances, work hard, take risks” [male, 
Poland,22]. The motto of “hard work” appeared time and again in the context of entrepreneurship in 
Polish students’ essays. Since Poland is the only member of the EU in the analyzed Eastern Bloc group, the 
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conditions fostering own business were perceived in strong correlation to this fact, as in the quotes: “To 
set own business with the use of European funds” [male, Poland, 22]; and “To use the opportunities of EU 
membership and transformation” [female, Poland, 22].

Quite different opportunities for launching a private business were mentioned by Russian and 
Ukrainian students, highlighting the specific perception schemes resulting from the economic situation 
in these two countries. To start with, an open critic of the state of local entrepreneurship was expressed 
in one of the essays, and it is worded as follows: “There is no strong entrepreneurial spirit in my country” 
[female, Russia, 21]. As for the potential business areas, the market deficit of certain goods was referred 
to as a good opportunity to develop private initiative: “Importing computers, consumer goods” [male, 
Ukraine, 21]. There were also some specific comments concerning the use of the international experience 
in local domestic conditions, as in the quotes: “Getting education in Europe, understanding European way 
of earning money” [female, Russia, 21] and “Adapt ideas which are successful abroad and develop them in 
Russia” [female, Russia, 21]. Another interesting feature that kept appearing in the essays from Russia and 
Ukraine was the importance of the right connections for any business activity. This was phrased as follows: 
“To know the right people” [female, Russia, 21]; “To have political connections” [male, Ukraine, 21]; and 
“To have connections with the government” [male, Ukraine, 21]. This perceptive scheme can be explained 
by the oligarchic structure of both the Russian and Ukrainian economies, where big fortunes were made as 
a result of the privatization of state enterprises and passing down the public assets into the hands of private 
individuals connected to the ruling circles.

The difference in the attitude to private entrepreneurship between Russia and Ukraine on one side, and 
Poland on the other, requires further clarification. The communist command-and-quota economic system 
was imposed on Poland after 1945, but has never been accepted as a natural social and economic order 
by the Polish society. Therefore, the transition to a free market economy in the early 1990s could proceed 
relatively quickly, giving the Poles an opportunity to develop their entrepreneurial skills. As Prof. Dieter 
Bingen, Director of the German–Polish Institute in Darmstadt, observed, “It was fascinating how poorly 
rooted communism was in Poland” [Jarosz, 2011, p. 8]. The situation in Russia and Ukraine was different; 
a centrally planned economic system was sustained in the Soviet Union for years (Ukraine was a Soviet 
republic till 1991) with the help of a vast range of rigid social and economic rules. Therefore, the system in 
which the society had become very reliant on the state is deeply rooted in Russian and Ukrainian culture.

6.4  Inheritance

This part of the research revealed the most significant differences between the Western and Eastern Bloc 
students’ observations. Inheritance was mentioned only in one case, in a Polish student’s essay, and was 
limited to a single mention with no further elaboration. No reference to intergenerational transfers was found 
in the essays by Russian or Ukrainian students. The reason for these discrepancies between the Western and 
post-communist perspective is rather obvious: Poland, Russia, and Ukraine entered the path to a market 
economy barely 30 years ago, starting from a very low level of GDP per capita and an unusually scarce amount 
of private wealth. There is just the first generation of millionaires in the whole region, the population of 
wealthy individuals is scanty, and the effects of inheritances are not yet visible on a social scale.

7  Factual data vs. students‘ perceptions
In the next phase of the research, students’ observations were confronted with the real conditions of 
accumulating wealth in their relevant countries. To that end, the empirical data from the Forbes list of 
billionaires were taken as a ground for further analysis. In March 2020, when the list was completed, there 
were 2,095 billionaires worldwide [Forbes, 2020]. The list comprises each billionaire’s name, nationality, 
and total value of assets, as well as a short biographical note which enables inference about the origins 
and main source of their wealth. Out of 2,095 billionaires listed by Forbes, 89 were from Russia, 85 from 
Germany, 29 from Sweden, 11 from Netherlands, 8 from Austria, and 5 from Poland and Ukraine (Table 2).
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Considering the distribution of the sources of wealth in the Western billionaire group (Germany, Sweden, 
Netherlands, Austria), it becomes clear that in developed economies there are two most powerful drivers of 
wealth: own business and inheritance. Both sources were strongly emphasized in Western students’ essays 
and described as very important. The relatively lesser role of the CEO position and financial operations in 
building one’s fortune was also well reflected.

The comparison of Eastern Bloc students’ perceptions with factual data proved to be much more 
complicated and ambiguous. The first thing that comes as a surprise is the very high number of billionaires 
in Russia – a country of relatively low GDP per capita (approx. US$11,000) as compared with Germany 
(US$47,000) or Austria (US$51,000). Second, the way in which huge resources previously owned by the 
state got into the hands of private individuals remains not entirely transparent, since the emergence of 
oligarchy has taken a very specific path, which is typical mainly to Russia and Ukraine. Most of the Russian 
and Ukrainian billionaires amassed their wealth during the process of economic transformation following 
the collapse of the Soviet Union in the 1990s, which resulted in one of the fastest redistributions of assets in 
history. As Guriev and Rachinsky [2005, p. 138] explain, the oligarchs owe their fortunes to the “loans-for-
shares” auctions held by the Russian government in the mid-1990s. An auction was organized to allocate 
the controlling stake of a large natural resource enterprise in exchange for a loan to the federal government. 
The price of the controlling stake was usually set at a very low level; this resulted in the transition of 
assets taking the form of a privileged financial operation. Further, prior to the transition, many of today’s 
billionaires were either managing the respective enterprises or working in government agencies supervising 
the enterprises, and when the Soviet-era firms were privatized, they converted their de facto control into 
ownership rights. Having all this in mind, it was difficult to find an adequate name for the origin of wealth 
in the case of most Russian and Ukrainian billionaires. Therefore, “financial operations” were chosen as 
the most appropriate name, although those post-Soviet “financial operations” differ significantly from the 
conventional meaning of financial trading operations in a market economy. The fact that this specific type 
of transactions was not mentioned by Russian and Ukrainian students proves the difference between their 
perceptions and reality, and indicates a rather poor understanding of the real mechanisms of acquiring 
wealth that have been in vogue in their countries. On the other hand, remarks about the need for proper 
connections to start a business seem to have corroboration in the reality characterizing the Russian and 
Ukrainian business environment, since several billionaire businessmen from these countries have such 
connections mentioned in their respective biographical notes.

8  Conclusions
The present study began with the assumption that the question of wealth is likely to be in the center-of-
interest of most young people, regardless of their economic and cultural backgrounds. It was interesting to 
ascertain whether the knowledge of wealth-building factors was available commonly and in equal measure 

Table 2. Billionaires and their main sources of wealth in analyzed countries

Country Main source of wealth

Total number of billionaires Own business Inheritance CEO position Financial operations

Germany 85 30 46 7 2
Sweden 29 7 16 4 2
Netherlands 11 7 2 - 2
Austria 8 5 1 1 1

Russia 89 25 - 13 51*

Ukraine 5 2 - - 3*

Poland 5 3 2 - -

*Specific financial operations connected with “loans-for-shares” auctions in post-Soviet privatization transactions
Source: own elaboration based on “Forbes List of Billionaires 2020”, https://www.forbes.com/billionaires/
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to everyone. The presupposition highlighted in the literature review—that the availability of financial 
knowledge does not automatically translate into a proper understanding of the financial mechanisms—
found an empirical corroboration in this study. The research findings revealed that socio-economic 
conditions result in different perceptive modalities between Western and Eastern Bloc students concerning 
the identification of the most powerful sources of wealth. The research findings may be concluded as 
follows:
1. There are differences in understanding the role of the respective sources of wealth between students 

from the Western- and Eastern-European countries.
2. Western students have produced a better observation scene, which is likely to be a consequence of 

the advancement of the market economy. The variation in the observation scene, resulting from the 
above-mentioned differences in understanding, was reflected mainly in their understanding of two 
main wealth categories: inheritance and income from financial trading.

3. Eastern Bloc students lack proper understanding of the difference between the income from a job and 
CEO compensation, indicating their confusion in this area.

4. Concepts related to private entrepreneurship are more precise in Western students’ views; the ideas of 
Eastern Bloc students are vaguer and reflect many country-specific circumstances.

5. The perceptive schemes of Western students reflect their economic reality in a fairly precise way. In the 
case of Russian and Ukrainian students, there is a deficit in understanding of the process of transfer of 
assets that took place in the post-Soviet transformation period.

9 Limitations
This study is exploratory and descriptive in nature. Due to the specific data source, it is fragmentary and its 
findings cannot be generalized. I am also aware of the limitations resulting from the subjective character 
of the analysis – a feature that is characteristic of many qualitative studies. Further research projects could 
take the form of a quantitative analysis to find a statistically significant ranking of the analyzed sources of 
wealth in two different groups of respondents from Western and post-communist countries.
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Abstract: The aim of the paper is to analyze the macroeconomic sector of medical tourism and to demonstrate 
through empirical research the possibilities of using business opportunities for the development of 
medical tourism in Poland. The thesis is to point out that development of companies in medical tourism is 
one of the components of metropolises’ sustainable development.

Methodology: A study with a sample of 214 individuals was conducted in 2018–2019 using the  PAPI and 
CAWI techniques and a survey questionnaire was the research tool. Medical tourism companies located in 
the voivodship of the Upper Silesia, Warsaw, Cracow, and Szczecin metropolises took party in the study. 
Participation in the research was determined by the possibility to reach the companies and obtain results.

Results: The study has shown that development of companies in medical tourism is an inevitable component 
of metropolises’ sustainable development. It has been demonstrated that a dynamic development of 
companies occurs in the investigated period, which encourages expansion of medical tourism services 
among residents of the said metropolises.
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1  Introduction
In an interview for El Paris, former US president Barack Obama concluded that “disregard for science, 
disregard for facts will only worsen the pandemic. Encouraging or even only tolerating racist behaviors 
encourages those who have such tendencies. Supporting various dictators diminishes involvement of the 
liberal world for democracy” (Obama 2020b, p. 4) (Obama 2020a), is a short description of changes for the 
nearest future.

In this context, it is worth looking at the scholarship’s attempt to characterize the above-mentioned 
behaviors, in the contemporary era moving toward Economy 4.0. Koźmiński concludes: “Already today I 
can see eight observable most important conflicts which will shape the next century:

•	 Rationality versus emotions in collective human activity,
•	 The natural environment versus artificial environment intentionally and unintentionally created 

by people,
•	 Globalization versus locality,
•	 Technology versus society,
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•	 Democracy versus authoritarianism,
•	 Market versus state,
•	 The rich versus the poor,
•	 Geopolitical conflicts.” (2020, p. 10)

The concept of sustainable development is a certain idea that creates a chance to meet the above 
challenges.

In the last decade, we have observed a growing interest in the concept of corporate social responsibility 
(CSR), on the part of both business and society (Hartmann, 2011).

Lasting and sustainable development is a process that is characterized by striving to achieve lasting 
economic and social development through ensuring access to renewable and nonrenewable resources, 
improvement of the quality of life in a clean and natural environment, economic growth taking place through 
more effective use of raw materials and other nature’s resources, rationalization of the use of energy and 
labor, and also development of pro-ecological technologies as well as protection of the environmental and 
cultural heritage (Hull, 2005). Now, it is a major challenge for human activity associated with i.a., tourism 
and also for a contemporary metropolis in its efforts for sustainable development (Koźmiński, 2020).

Sustainable development of a metropolis assumes constant improvement of life conditions of its 
residents and at the same time protecting the natural environment. The care for an appropriate health 
status of residents plays a specific role in the achievement of the above goal. Moreover, this mainly depends 
on the development of medicine and residents’ life activity, which, in turn, is sometimes associated with 
the development of recreation as well as tourism. As noted by Rab-Przybyłowicz (2016), it is crucial, since 
market success increasingly depends on the capability of supplying products that stimulate senses, evoke 
feelings, and engage emotions.

2  Importance of sustainable development
In the 1960s and 1970s, various circles on the international arena began to note the negative impact of 
economic development on the natural environment. This is when the concept of sustainable development 
was born.

Sustainable development is perceived at the international level as a leading trend in social, economic, 
and ecological development—in both a macro- and microeconomic angle.

In 1987, a report of the UN World Commission on Environment and Development (WCED) titled “Our 
Common Future” was published, which greatly influenced the advancement of the concept of sustainable 
development. According to the published document, the aim of sustainable development is to meet the needs 
of present and future generations while fully respecting the natural environment (WCED, 1987). The report 
contributed to the preparation of the 1992 Rio de Janeiro Earth Summit, during which 178 countries signed a 
declaration on the implementation of sustainable development as a principle of global environmental and 
development policy. The document included a postulate, according to which all people, all societies, and all 
generations are entitled to a healthy and productive life and development in harmony with nature (United 
Nations, 1992). Thus, sustainable development means a process directed at meeting development-related 
goals of the present generation in such a way that the same needs of next generations can also be met (Borys, 
2011). Definition-wise, sustainable development is understood as a normative concept, which takes into 
account ethical norms and values applicable in a given society and that are necessary to its development.

A classic definition was included in the WCED report. It is present in literature on sustainable 
development and provides a number of new interpretations, depending on the degree of aggregation and 
a thematic area. Despite this, there is a noticeable absence of a precise and consistent meaning of this 
term, which may be evidenced by close to 300 definitions of sustainable development (Johnston, Everard, 
Santillo, Robert, 2007).

The general consensus concerns directing sustainable development toward a long-term perspective 
and taking into account the ecological, economic, and social aspects. This approach is represented by 
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various authors such as jak Norgaard (1989), Bugge, Watters (2003), Sneddon, Howarth, Norgaard (2006), 
Mierze-jewska (2009), and Petrişor, Petrişor (2013).

Organizations such as the UN, the European Union and the Organization for Economic Co-operation and 
Development (OECD) considered the need to change the current model of economic development into a more 
sustainable one as one of the priority areas. Such a need is also seen by the World Bank, UNCTAD, UNIDO, 
WTO, and FAO—it is a need for a global transformation in the direction of green economy, which cannot be 
imposed top-down, but must be developed by business operators. They must be operators who are able to 
respond effectively to policy stimuli by implementing innovation in management and technologies. Ecological 
products and modern technologies are ultimately introduced to the market by the so-called eco-entrepreneurs 
who implement their ideas by transforming prototypes into profitable eco-friendly products. Medical tourism 
business operators, in turn, try to provide their services with particular respect for the natural environment.

Enhanced efforts on the international arena are reflected in the new Sustainable Development Goals 
(SDGs), which were set out at the UN level as part of the new 2015 development agenda with the 2030 
perspective (United Nations, 2015). The new agenda, based on the document Transforming Our World: The 
2030 Agenda for Global Action (UN, 2015) specifies 17 main goals and 169 related targets. Goals 8, 9, and 
12, which directly refer to sustainable development at the company level, are particularly noteworthy (UN, 
2015). They emphasize i.a., promotion of development policy that supports productive activities, services, 
entrepreneurship, creativity, and innovation. It supports encouragement of development of micro-, small- 
and medium-sized enterprises, and also introduction of sustainable development of industry by enhancing 
effective use of resources and application of clean and eco-friendly technologies and production processes. 
These, in turn, are especially important in tourism and in the medical industry.

Summing up, SDGs, in a strategic approach, provide new possibilities of development for companies. 
They give an opportunity to build a lasting and long-term competition advantage and its essential sources 
include improvement of reputation, and possibility to create and develop innovative products and services 
that will correspond to the needs of ever more conscious and responsible consumers.

Table 1. Definitions of sustainable development

Author (year) Definition

Kuszczyk, 2020 People are responsible for the welfare of the contemporary and future 
generation. The implementation of the commitment requires cautious and 
lasting use of the natural environment.

Urbaniec, 2016 A change in management manner taking into account a systemic and 
integrated approach of an interdisciplinary character.

Kołodko, 2014 A new trend of social and economic development throughout the world.

Burchard-Dziubińska, 2014 The best possible way to arrange the modern world, giving an opportunity 
for sustainable and equitable development of human society, both on a 
global and local scale.

Borys, 2011 A process directed as meeting developmental targets of the current 
generation in a manner that allows implementation of the same needs by 
next generations.

Mayeda, 2004 Principle of shared but differentiated responsibility and caution.

Our Common Future: Report from the UN World 
Commission on Environment and Development 
(WCED), 1987

The development process (of countries, cities, business, communities) 
that unconditionally connects the needs of the present generation with 
the ability to meet the needs of future generations, as well as the needs of 
some people with the needs of others.

Sources: Compilation on the basis of Urbaniec (2016); Kołodko (2014); Borys (2011); Kuszczyki (2020); Burchard-Dziubinska  
M., Rzeńca A., Drzazga D. (2014); Our Common Future: Report from the UN World Commission on Environment and  
Development (WCED) (1987); Mayeda (2004).
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3  Medical tourism
Next to typical forms of tourism and its types, new ones arise, which gain a significant market position with 
time. Currently medicine and tourism are interconnected. Medicine contributes to the emergence of new 
types of tourism.

It is extremely difficult to define unequivocally the concept of medical tourism, since in practice 
it is often identified with traveling to a remote corner of the world to have a plastic surgery procedure 
done or undergo broadly defined surgical procedures. This difficulty results from the fact that today the 
customers/tourists, pursuant to the transboundary directive, have the right to undergo various procedures 
in neighboring countries, but in Poland, for example, they can also travel to a different voivodship to 
avoid queues.

The author defines medical tourism as travels (movement) of people (independently or accompanied) 
to a different region or country to undergo a planned medical procedure to improve their appearance 
or quality of life, or to save their health, where these travels are done because of the price of the service 
or unavailability of the service in their country of origin for technological reasons or due to legislative 
restrictions, or because the waiting time for a medical procedure is too long (Wiśniewska, 2020).

In the time of the universal cult of good health and beautiful body an increasing demand for 
medical services is observed, also for tourists who while visiting a given country undergo procedures 
improving their health or appearance. Medical tourism involves travel, staying outside a permanent 
place of residence, during which a tourist undergoes esthetic medicine procedures, plastic surgery, 
or procedures improving appearance. Improvement of the standard of life of various social groups, 
increased importance of the cult of beautiful body, and the need for discretion in such procedures 
encourages the development of medical tourism. Regulations that allow refunding procedures performed 
in voivodships other than the patients’ regular place of residence meet these expectations, and so does 
refunding of certain procedures under specific terms in neighboring countries as well as throughout the 
European Union. The development of medical tourism is determined by the availability of procedures 
in legal terms (e.g., degree of facial change) and the price of services, their quality, and available dates 
of their performance.

4  A company in medical tourism in contemporary economy
Development of the services sector is a very noticeable trend in contemporary economies. It affects 
consumption, production, and also exchange. The sphere of production ensures delivery of effective work 
measures, improvement of qualifications, and regeneration of employed persons. In the exchange sphere, 
the sale and purchase of services occurs, whereas in the consumption sphere, the function of a service 
involves boosting the life sphere (Dębowska, 2011:43). When demand for specific services is satisfied, 
demand for completely new ones, unknown or not easily available, appears (Węgrzyn, 2017). As provided by 
Eurostat, in Poland in 2017 the services sector employed 59% of the total working population, industry—31% 
of the employed, whereas approximately 10% of people were employed in agriculture.

In Poland, the number of people employed in the services sector rises every year and it is a trend also 
visible throughout the European Union. Both in Poland and in the European Union approximately 70% 
of the total working population is employed in the services sector. The development of this sector is a 
determinant of advancement of economy’s characteristics in developed countries. Innovative solutions and 
modern technologies are increasingly used for the development of the services sector. The tourism market 
is formed of entities involved in tourism and they include companies providing transport, accommodation, 
catering, insurance services, travel offices, and others. The market of tourist businesses is dominated, both 
in Poland and in the European Union, by micro-, small- and medium-sized enterprises (Rzepka, 2018). Due 
to the nature of the offered goods and services related to tourist values and attractions, the tourist market 
is specific and requires a qualitative look, created by a self-government, public administration, in a local, 
regional as well as national scale (Bednarczyk, 2010:78).
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Social changes, globalization of economy, and transformations that take place in terms of leisure time 
make it necessary to take these factors into account in a classification approach to times and forms of 
tourism (Panasiuk, 2017:68).

5  Research methodology
The author carried out research in 2018–2019 on the management of companies in medical tourism. In 
all, 2141 medical tourism companies located in the voivodship of the Upper Silesia, Warsaw, Cracow, and 
Szczecin metropolises took part in the study. Companies of the medical tourism industry specializing 
primarily in esthetic medicine and plastic surgery participated in the study. The study was carried out using 
the Paper and Pen Personal Interview (PAPI) and Computer-Assisted Web Interview (CAWI) techniques. A 
survey comprising 51 questions served as the research tool. Due to the quantitative method of conducting 
the research, sample selection had a nonrandom, quota nature. The results of the surveys were compiled 
using the SPSS Statistics program. Thanks to the program, an in-depth data analysis was carried out, which 
allowed the investigators to notice statistically significant relationships in the respondents’ answers.

The aim of the study was to analyze the macroeconomic sector of medical tourism and to demonstrate, 
through empirical research, the possibility of business use of the opportunities to expand medical tourism 
in Poland. Therefore, it is reasonable to point to the parallel nature of the increase in the interest in medical 
tourism to strengthen sustainable development. The paper is based on a certain selected part of empirical 
research carried out in the said years. Participation in the research was determined by the author’s 
possibility to reach the companies and to conduct the research. The research results need to be viewed as 
an attempt to conceptualize the problem, the solution of which enforces further research.

6  Development of companies in medical tourism
The research shows that among the 214 surveyed entities, 31.4% were registered partnerships, 29.5%—limited 
liability companies, 25.7%—natural persons operating a business activity, 8.6%—civil law partnerships, 
3.8%—joint-stock companies, and 1%—limited partnerships.

Among the 214 surveyed companies, 48% have been operating for 8 or more years, 40%—4–7 years and 
only 21%—1–3 years. When analyzing the above data, one may conclude that medical tourism companies have a  
few-percent dynamics of annual increase in their number. Of the investigated companies, 42.5% had a 
nationwide reach, 45.3%—regional, 8.5%—local, and 3.8%—international. As many as 93.1% companies 
operated in cities.

The respondents generally had worked for a few years in their current company. Fifty percent 
respondents—4–9 years, 31.1%—up to 3 years, 17% had worked there for 13–15 years, and 1.9% declared 
having worked in the company for a long time—6–20  years. It is characteristic that as many as 40.2% 
declared their total work experience as 16–20 years and 37.4%—11–15 years. Therefore, in may be concluded 
that employees of a medical tourism companies often have long work experience. Today the industry is 
developing dynamically, which was demonstrated by the frequency of changing jobs and an increase in the 
number of companies of this type.

Factors associated with the development of the companies and barriers affecting this development 
were an important area in the study.

Respondents declared the following as factors facilitating the development of the companies: 
funding from the European Union—67.9%, new regulations—48.1%, funding from the labor fund—23.6%,  
low-interest loans for company development—19.8%, others—9.4% (subsidies from the employment office 
for employing a new employee, favorable bank offers, including loans on preferential terms).

1  The number of investigated companies results from their availability for the study. The author is aware that is was a certain 
fraction of companies of this type (medical tourism) operating in the listed voivodships.
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In the opinion of respondents, the factor that hindered company development the most was the change 
of the price structure (fuel, energy, raw materials)—76.4% responses. More than two out of three respondents 
(67%) pointed to a changeable market situation. Immediately after, came difficulties in accessing bank 
credit (41.5%) as well as shortage of employees and changing law (31.1% each). The factor that the fewest 
number of respondents pointed to was irrecoverable debts—10.4% responses (Wiśniewska, 2020).

Apart from the abovementioned areas, the use of character features is important in medical tourism. 
As many as three-quarters of respondents pointed to empathy (77.4%), ability to provide information 
suggestively (75.5%), and integrity. Kindness and ability to establish contacts were pointed to slightly 

Figure 1. Basic services provided by companies, N = 214 (in %, multiple choice). 
Source: Author’s own compilation on the basis of the study.

Figure 1. Factors inhibiting company development, N = 212, (in %, multiple choice).
Source: Compilation on the basis of author’s own research.
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Figure 3. Character features particularly useful in a “medical tourism company.” 
Source: Author’s own compilation on the basis of research.

less frequently (69.8% and 65.1%, respectively). Whereas punctuality was seen as least important by 
respondents—38.7% responses.

7  Interorganizational cooperation in the study
The main premise to initiate interorganizational cooperation is the need to go beyond knowledge resources 
available in a given company. The role and benefits of interorganizational cooperation are constantly 
increasing. Thanks to the cooperation of companies, it is possible to create innovative products and services 
(Rzepka, 2018) since only a small percentage of companies are able to operate independently. Establishing 
and developing interorganizational cooperation gives an opportunity to achieve the most beneficial 
position competition-wise. By establishing interorganizational relations with partners, the company may 
make its market offer more attractive and improve it, and it may also expand its knowledge on new outlets 
(Klincewicz, 2016).

Results show that cooperation with organizations from the environment is rather modest. When 
analyzing the determinants of the establishment and development of companies in medical tourism, 
one may assume the reason behind the relatively frequent cooperation with consulting companies or 
travel agents. It seems that companies in medical tourism are largely in the stage of development on the 
current market. Certain optimism is inspired by the data concerning companies’ opinions on enhancing 
resources of knowledge, information, and the resulting cooperation with other organizations. Of 
respondents, 77.1% declare that such enhancement of resources occurs as a result of cooperation; 21.9% 
state that it is “difficult to say,” but only 1.9% speak negatively about the significance of cooperation in 
enhancing knowledge.

Results of investigating sources of knowledge about operation of the companies look interesting. A total 
of 97.2% respondents point to one’s own experience, 50% of respondents (with the opportunity for multiple 
choice) point to the role and significance of enhancing knowledge through participation in trade fairs, 31.1% 
gained significant knowledge resources in the course of university studies, 8.5% as a result of postgraduate 
studies, and 22.6% by other means. This data confirms an earlier assessment of a certain closed nature of 
entrepreneurs and employees of medical tourism companies in terms of obtaining knowledge. One’s own 
experience as a source of knowledge is expressly emphasized.
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8  Impact of sustainable development on research results
It is worth referring the author’s research to the idea of sustainable development. As seen in the 
research carried out for the (United Nations, 2016), business leaders throughout present high awareness 
of possibilities and benefits resulting from implementation of SDGs. As many as 89% of investigated 
companies’ presidents were convinced that involvement in sustainable development will ensure their real 
influence on their industry. Whereas 87% of respondents see in them primarily opportunities for further 
development of their organizations through modification of the companies’ attitude to building social and 
economic value on the basis of sustainable development. Eight out of ten respondents pointed out that 
this new approach in business will be a significant distinguishing feature against industry competitors 
(Accenture, United Nations Global Compact, 2016).

Whereas the studies published in the report on SDGs in practice, carried out among representatives of 
companies and CSR experts, show that SDGs are the objects of business activity in Polish companies too. 
Close to 62% of companies that took part in the study are preparing to implement or are in the course of 
implementation of SDGs, where as many as 85% of investigated CSR practitioners see the opportunities for 
implementation of SDGs by including them in their CSR strategy, while 68% see it so by including them 
in their business projects (CSR Consulting, 2016b). The most important benefits of implementing SDGs 
include greater customer trust (51%), improved reputation (49%), and increase of company value (49%). As 
for the barriers pointed to by respondents, the following two were the mostly named: too little knowledge 
about SDGs (56%) and a relatively modest culture of cooperation in implementation of nonbusiness goals 
(42%). If we compare this research with research conducted by the author, it can be seen that respondents 
see SDGs as one of more important factors in development since 78% of the investigated individuals 
responded so. This shows that Polish companies see benefits in implementing sustainable development 
principles. These results are also reflected in research carried out by a consulting company, i.e., Deloitte—a 
nationwide ranking among the largest Polish companies that undertake activities in terms of CSR and 
sustainable development (Rudzki, 2017). Because of this, one can observe relatively low awareness among 
Polish business leaders as compared to leaders of international companies given certain difficulties in 
implementing sustainable development issues. Today, companies that take into account environmental 
and social aspects are considered innovative. The common feature of these companies is the fact that their 
aim is to achieve profitability by meeting specific needs and achieving a positive impact on the environment 
and society. Companies’ activities in terms of sustainable development leads to the emergence of new 
business concepts, such as sustainable entrepreneurship.

Figure 4. Frequency of companies establishing cooperation to exchange knowledge and information (scale 1–7, where  
1—never and 7—once a week). 

Source: Author’s own compilation on the basis of research.



 Sustainable development and management of medical tourism in Poland   159

9  Conclusions
In the contemporary age, there is a rapid growth of the role and significance of services. Flat, horizontal, and 
decentralized structures are emerging increasingly (Borowiecki, Olesiński, 2019, p. 11), which substantiate 
the validity of creating interorganizational networks and cooperation of often small organizations, including 
among medical tourism companies.

A direct reason for this development involves an increase in the standard of life that allows collecting 
funds for esthetic medical procedures. Certain life-style prerequisites—keeping certain discretion about 
having an esthetic medicine procedure or plastic surgery done—affect the development of a specific type 
of tourism, i.e., medical tourism. The nature of the services encourages the development of various types 
of companies, such as limited liability companies, joint-stock companies, or limited companies. Medical 
tourism companies have a varying number of employees, from micro-, to small-, to medium-sized companies.

As the study shows, relatively young and educated owners and employees of companies in medical 
tourism do not show greater inclinations to cooperate with organizations from their surroundings, including 
other companies operating in the discussed industry, medical establishments, or tourism companies. 
Despite that, it seems reasonable for state and local government authorities to encourage cooperation 
among these circles and encourage the use of public support.

The analysis of research results shows the reasonable ground for it being continued. It may turn out 
significant to compare development paths of companies in medical tourism with similar companies in 
other countries of the European Union.

The study has shown that development of companies in medical tourism is a certain component 
of metropolises’ sustainable development. It has been demonstrated that a dynamic development of 
companies occurred in the investigated period, which encourages expansion of medical tourism services 
among residents of the said metropolises. The study also points to the companies’ appropriate anchoring in 
medical tourism in their own environment, including in metropolises, which allows a conclusion that these 
companies constitute a certain element of sustainable development of a metropolis.

10  Recommendations
When attempting to outline the perspectives for development of the medical tourism sector, it is worth 
perceiving its future in the context of the development of the services economy, whose one of the elements 
consists the idea of Industry 4.0 or Economy 4.0 (Gracel, Rodak, 2020; Rauch, Linder, Dallasega, 2020).

The conceptualization and implementation of the idea of sustainable development, which is the 
frame facilitating the construction of current tasks, is a certain reference point in creating the services 
economy, aptly specified in quotes from the studies by former US president Barack Obama and included 
by an outstanding Polish scholar A. Koźmiński in detail, as the author believes, in the tasks for the coming 
century.

The problems referred to in this paper are a certain fragment heralding the validity of further research 
of the services sector, including the medical tourism sector in Poland, which deserves further intensive 
investigation.
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Abstract: The purpose of this paper is to explore the problem of power distribution within networks of 
relationships between companies and consumers (business-to-consumer (B2C) networks) and to examine 
the ways in which value is created and captured in such structures. To this end, we applied the network 
approach to multiple theoretical constructs describing collective consumer phenomena, carried over 
from the field of sociology to management science. Based on the literature and case study analysis, we 
managed to define a typology of B2C networks consisting of three types: (1) publics – centered around and 
dominated by a company, with no relationships between consumers themselves, creating value through 
crowd-sourcing; (2) communities – also centered around a company, but independent to a degree and 
more focused on consumer-to-consumer (C2C) relationships, creating value through consumer-managed 
projects; and (3) tribes – where companies serve only as peripheral actors, and their products – as potential 
symbols of affiliation, with value being created through creation and reinterpretation of the said products’ 
meanings (sign value).

Keywords: B2C relationships, B2C networks, consumer behavior, consumer communities, value creation
JEL Classification: D85, M31, Z13, D26

1  Introduction
As stated by Håkansson and Snehota, “no business is an island” [1989]. This premise – that no organization 
is capable of acquiring all the necessary resources by itself and thus companies are forced to cooperate 
with each other, in time giving birth to intricate networks of relationships – served as a basic tenet around 
which the so-called network approach has been formed. This theoretical framework, in which both buyers 
and sellers are active actors of a value creation process, has become one of the key concepts utilized by 
researchers in their studies of business-to-business (B2B) markets.

However, as some researchers have noted, consumers are not really islands either. Individuals, like 
organizations, are not self-sufficient and exist in the context of their social ties [Granovetter, 1973]. And 
while for the most part the B2B/B2C (business-to-consumer) dichotomy still holds within the contemporary 
marketing literature, many authors have emphasized that once clear, differences between the two begin 
to blur [Cova and Salle, 2006; Wind, 2006] – particularly in regard to consumers’ agency. In the early B2C 
marketing literature, consumers have been seen as passive actors, who only react to the offers put forward 
by the company (by consuming or refraining from doing so) [Cova and Salle, 2003]. However, thanks to 
the communication infrastructure provided by technological developments, particularly the internet, they 
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have been provided numerous new ways of communicating with companies, with each other, and even 
participating in the value creation process [Wieczerzycki, 2014]. All this makes the B2C market sufficiently 
similar to the B2B one for the network approach – a framework that was traditionally applied only to the 
latter – to become applicable to the former as well.

However, while both markets became close enough to warrant using the same approach in their 
analysis, they remain different to the extent that the subject of B2C relationship networks deserves its own 
elaboration. In regard to value creation, it is important to stress that organizations and individuals construe 
value differently [Priem, 2007], which suggests that networks comprised of both these types of actors should 
carry out this process in a different way than B2B networks. Moreover, when two different types of actors 
cooperate in a single network, the power distribution between them becomes a crucial issue. While in the 
B2B market both sides of relationships are often of comparable size and influence, individual consumers in 
most cases are weaker than the organizational seller [Brennan, 2012]. This would suggest that B2C networks 
should be dominated, and the value created within their structures – captured by the corporate actors. On 
the other hand, there have been several instances in which consumers challenged companies’ control in 
their respective networks and managed to succeed, along with capturing at least some of the value created.

Thus, the main purpose of this paper is to investigate different types of B2C networks – based on the 
criterion of power distribution – and examine the ways in which they create and capture value. To this 
end, a critical literature analysis will be carried out, incorporating works from two fields of knowledge – 
management science and sociology. Theoretical deliberations will be supplemented by empirical examples 
of different B2C networks.

To achieve the research objective, the paper has been structured as follows: In Section 2 , we briefly 
discuss the assumptions and findings of the network approach. Section 3 is dedicated to the general subject 
of B2C networks, as well as a detailed analysis of the three identified types – publics, communities, and 
tribes. To exemplify the theoretical findings, a case study analysis of three B2C networks is carried out in the 
Section 4. Finally, paper ends with a discussion section and some concluding remarks.

2  Theoretical background – the network approach
The idea of analyzing different phenomena within a wider context rather than by abstracting them 
from their surroundings has been utilized within many different theories, like the social network theory 
[Granovetter, 2005], interaction approach [Håkansson, 1982], or network society [Castells, 2009]. A research 
group that has made a significant contribution to this subject is the IMP Group, which formulated the 
so-called network approach. Within this theoretical framework, it is assumed that since no company is 
capable of single-handedly developing every resource and carrying out every process that is required for its 
functioning, businesses are forced to interact with other actors in the market (mostly companies, but also 
other organizations, groups, or institutions) to create value. With time, those repeated interactions lead 
to the development of long-term relationships between actors, and those dyadic ties in turn form wider 
structures – networks of relationships.

These networks can have an emergent or intentional character. In other words, they can either develop 
independently, as a sort of by-product of conducting business by companies, or come into existence as an 
effect of a conscious decision made by the actors that constitute it (usually the focal company, a network’s 
leader). Consequently, there are two separate streams of literature within the network approach, focusing 
on those types of networks, with the former being covered by the Swedish school [Johanson and Mattsson, 
1987; Axelsson and Easton, 1992; Håkansson and Snehota, 1995], and the latter – by the strategic approach 
[Jarillo, 1988; Gulati, Nohria and Zaheer, 2000; Möller, Rajala and Svahn, 2005]. It can thus be said that the 
IMP literature tends to focus either on managing in a network or managing a network [Brekke, 2004].

One of the key contributions of the network approach is the ARA model [Håkansson and Johanson, 
1992]. Its importance stems largely from the fact that it maps out the entire ontological makeup of the 
network approach. It posits that the substance of relationships consists of three different elements – actors, 
resources, and activities. Actors are entities within the network. They find themselves in a constant struggle 
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over control within the network, so even though they create value together, their individual goals do not 
have to match. Resources are comprised of all assets that are controlled by the actors within the network. 
They include – but are not limited to – materials, human capital, patents and licences, marketing, and 
financial capital [Fonfara and Hauke, 2009]. They are used by the actors to improve the competitiveness 
of the relationship and create value [Fonfara, 2012]. Activities are all actions that actors take in regard to 
resources. They can either transform resources (to increase their value) or transfer them (to carry out a 
transaction between actors) [Håkansson and Johanson, 1992].

Taken together, these three layers constitute a network of relationships as understood by the network 
approach. It is on these basic building blocks that the definition of value creation within the framework of 
the network approach is based, with value being seen as a result of “combining and recombining resources, 
coordinating activities and connecting individuals within and across businesses” [Ford, Mattsson and 
Snehota, 2017, p. 30], which is then assessed by the actor based on the difference between the benefits and 
sacrifices resulting from this process. Consequently, the concept of value is treated as something subjective 
and incorporating both financial and non-financial elements [Ellegaard, Medlin and Geersbro, 2014].

The three basic elements of the ARA model are also a fundament on which the network approach builds 
its concept of power. The power of any given actor can be explained as the amount of control they exercise 
over the resources and activities within the network [Håkansson, 1992]. Thus understood, power serves as 
a major source of network mobilization and change [Fairhead and Griffin, 2000]. It is also a key factor in 
determining how much value created within a network is captured by the respective actors [Baraldi and 
Lind, 2017].

3  Toward a B2C network typology

3.1  Network approach in the B2C context

It is important to note that the theoretical framework of the network approach has been grounded in the 
distinction between B2C and B2B markets – with its proponents arguing that traditional Kotlerian marketing 
(where the seller is the only active side of the transaction) while adequate for the former, does not really 
apply to the latter, since in B2B markets, both sellers and buyers are equally important in the process of 
value creation [Cova and Salle, 2008]. Due to this assumption of the fundamental differences between both 
the markets, it was only natural that two separate types of marketing should exist – with the network 
approach filling the role of the designated B2B marketing.

However, the B2B/B2C dichotomy itself has been criticized from its very inception [Brennan, 2003; 
Coviello and Brodie, 2001; Pels, 1999; Fern and Brown, 1984]. Furthermore, multiple authors argue that 
whatever merits this distinction might have had in the past, the recent changes in technology, particularly 
the development of the internet, empower consumers to such a degree that the differences between both 
markets (and consequently – schools of marketing) keep diminishing [Wind, 2006; Cova and Salle, 2003]. 
With the technological infrastructure, consumers are capable of engaging in all sorts of interactions 
with companies – such as two-way communication, providing and transforming resources in the form of 
knowledge, skills, and capital, and renegotiating meanings ascribed to brands and products [Wieczerzycki, 
2014]. In light of the above, it seems unreasonable to limit the application of the network approach only to 
the B2B market.

It is important to note that within the B2C marketing literature, there already exist a number of concepts 
(usually borrowed from sociology) that have been used to describe phenomena akin to relationship 
networks. Particularly often invoked is the metaphor of community [McAlexander, Schouten and Koenig, 
2002; Muniz and O’Guinn, 2001], with others, such as tribe [Cova and Cova, 2002; Kozinets, 1999] and 
public [Arvidsson and Caliandro, 2016] also being utilized in some publications. However, to the best of 
our knowledge, there have been no attempts at approaching this subject holistically. The network approach 
provides an ideal theoretical framework to compare these constructs: examine their structures, the resulting 
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power dynamics, and their capabilities for value creation. These three aspects are important, because they 
are likely to be the areas in which B2C networks differentiate themselves from the B2B ones. Individuals 
and organizations differ in terms of communication patterns and decision-making [Csaszar and Eggers, 
2013], so the way they are placed within the structures and how much control they possess determines the 
functioning of the entire network. Moreover, organizations and consumers differ in the ways they perceive 
and define value [Priem, 2007]. As stated in the previous section, the value always relies on the actor’s 
assessment, but it is doubly so in the case of B2C networks, which consist of vastly different types of actors 
– with companies pursuing iA innovation, knowledge, and capital [Hitt, Ireland, Sirmon et al., 2011] and 
consumers being more focused on much less tangible in-use value [Vargo and Lusch, 2004]. This in turn 
further impacts networks’ activities and goals in the value creation process.

B2C networks face unique challenges not only in regard to value creation, but also in terms of value 
capture, which is inherently connected with power within the network [Baraldi and Lind, 2017]. As stated 
in the previous section, control over resources and activities is a source of the actor’s power within the 
network. And despite the aforementioned technological empowerment of consumers, few of them have 
access to resources on a level comparable to that of companies – which can lead to severe power asymmetry 
within a B2C network. This in turn can potentially result in all value created in the network being captured 
by the company [Cova and Dalli, 2009]. While some consumers do not mind the company profiting from 
their work and are content with only capturing intangible value (such as satisfaction from volunteering 
for a favorite brand [Cova, Pace and Skålén, 2015]), others challenge the corporate actor in the hope of 
capturing some financial value as well.

To investigate the power dynamics and value creation processes of B2C networks, we will examine the 
aforementioned sociological constructs – of public, community, and tribe – and reintroduce them to the 
grounds of management science using the theoretical framework of the network approach.

3.2  Publics

The type of B2C network, where the company holds the majority of power and control over resources is quite 
common on the internet (particularly in social media). It is usually comprised of independent consumers 
centered around a single focal actor – a company. In this sense, they resemble the strategic networks of 
B2B markets. However, in this type of B2C network, the relationships between participating consumers are 
rare, if not altogether nonexistent. Most of the links are between the central actor – who serves as a content 
producer – and the members of their audience. This alienation of consumers within a network is the main 
source of power of the focal actor – since there are no ties between consumers, it is hard for them to oppose 
the company collectively.

Considering how common B2C networks of this type are, it may be tempting to follow the vernacular 
and just describe them using the umbrella term of community. However, this metaphor does not really 
work – while a community can be centralized, it is a group of people who are connected with each other 
[McAlexander, Schouten and Koenig, 2002; Fischer, Bristor and Gainer, 1996]. We believe that this type 
of network can be adequately explained not through the concept of community, but by utilizing another 
sociological construct – a public.

The term has been introduced to sociology by [Tarde, 1901]. It served as an antithesis to the other, 
already conceptualized collective phenomenon – crowds. While the latter are strictly physical, deriving 
their unity from the proximity of its participants occupying the same space at the same time, the interactions 
and relationships in the former are mediated – mainly through the press in Tarde’s time, and now through 
the internet as well. In other words, such publics are born when a text or other cultural creation starts 
circulating in the society, and people gravitate toward it, consume it, relate to it, and refer to it [Warner, 
2002]. They are based around consumption, rather than interpersonal relationships, which is why they 
better fit the described B2C networks than the concept of community.

As previously stated, publics are highly centralized networks of relationships. The focal actor, usually 
the company, is the one that creates content that other actors in the network consume. While most of the 
time this content is connected with the company’s product or service, it also usually revolves around a more 
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symbolic dimension of the offering – such as the values, personality traits, and lifestyles projected onto it. 
This can be observed on brand social media channels, where members of the public consume and interact 
with not the product itself, but rather the company’s marketing communication. This communication can 
also rarely ever be reduced to a mere praise of the product, but rather concentrates on what the particular 
brand stands for – both in form and the message itself. That is why publics are actual, existing relationship 
networks, rather than just an abstract sum of transactions.

The relationships within the public are usually highly asymmetrical. Most of the time, the focal actor 
is the one initiating all interactions, by providing the other actors with content, to which they then react. 
Their actions may lead to further interactions between both sides, but it is hardly a given. Again, it can be 
observed on Facebook or Instagram brand pages, where subscribed members react en masse to the content, 
but only a handful of them receive any acknowledgment from the content creating actor, and even fewer are 
actually able to participate in a prolonged conversation. In this sense, the publics to a large extent follow 
the modernist vision of the consumer who passively devours the value created by the producers [Firat and 
Venkatesh, 1995] and of the collective that is based mostly on functional connections (between those who 
create, and those who consume) rather than emotional relationships between the participants [Fischer, 
Bristor and Gainer, 1996].

In regard to the control over resources and value creation within a network, the asymmetry of 
relationships can be seen as even more severe, with the focal actor providing most of the value by creating 
content, whereas the surrounding actors contribute by providing their attention (which can then be 
monetized by the focal actor) and sometimes participating in the discourse surrounding the content.

However, there are cases when peripheral actors in publics become more active in regard to creating 
and transforming resources within a network. The key method of achieving this in publics is crowdsourcing 
[Howe, 2006]. The focal actor can ask the other participants of the network to pull their knowledge, skills, 
and creativity together to solve a problem, answer a question, or create something [Kleemann, Voß, G. 
Günter and Rieder, 2008]. Usually, the tasks undertaken by the peripheral actors are fairly simple – such 
as coming up with a name for a new product or choosing a new flavor, and so on. Sometimes, however, 
they require more work and skill, as in the case of creating a fanart regarding the brand or the product. An 
example of members of the public providing highly sophisticated skills and creating valuable resources 
to the network can be found in the case of the game developer inXile Entertainment. While developing its 
next product, Wasteland 2, the company asked its fans to participate in the creation of 3d assets needed 
for the game. It provided the public with concept art depicting the objects that the consumers were to 
create, as well as some basic requirements regarding the parameters of the 3d models, such as polygon 
counts, texture resolution, and so on. Based on this information, consumers could create the assets, which 
would then be uploaded to Unity Asset Store – a digital platform where 3d models can be sold. InXile 
Entertainment would then purchase the models that met their standards from the consumer who created it 
[Rose, 2012]. This is also a rare case of actors other than the focal one capturing some of the financial value 
created within the public-type network, as usually consumers participating in crowdsourcing do not get 
compensated, and the only value they receive is the satisfaction of contributing to the network [Kleemann, 
Voß, G. Günter and Rieder, 2008].

There are also rare examples of publics in which reliance on the peripheral actors of the public to 
provide resources and create value is paramount to the functioning of the entire network. Such publics 
can be found on livestreaming platforms, where interactions between the streamer (be it a prosumer or a 
company representative) and the audience are core to the entire experience of the service. Sometimes the 
peripheral actors’ input is reduced to just asking questions to the focal one or donating money to them, 
but they can also take the form of a game between both sides. Some products made with streaming in 
mind provide additional features with the sole purpose of fostering these types of interactions between 
the streamer and the audience. The game Party Hard can serve as an example of such a product – it is 
integrated with the streaming platform Twitch.tv in such a way that it allows consumers to influence the 
events taking place in the game, by way of popular vote. This can be used to make the particular level easier 
or harder for the focal member (usually the latter) – for instance, by summoning additional enemies or 
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creating an unexpected turn of events [Wieczerzycki, 2016]. This sort of rivalry between the members of a 
public becomes the key part of the entire experience of watching a stream.

A situation in which the inputs from peripheral actors within a public are even more crucial to the 
functioning of the focal member and the entire network can be observed is in the case of AI Dungeon, 
a text-based game, in which a player cooperates with an artificial intelligence (AI) to create a story. The 
player decides the actions of the protagonist by typing them, and the AI describes the consequences and 
plot developments. The inputs from different players are used in the learning process of the AI, so that the 
way in which it creates stories evolves over time. In other words, the entire network pulls their resources to 
create value, and the contributions from peripheral actors are not supplementary, but are an indispensable 
building block of the service itself.

3.3  Communities

As has been established in the previous section, oftentimes companies find themselves in a privileged 
position at the center of B2C networks, with consumers playing the roles of peripheral actors. However, 
when relationships start forming between the consumers themselves (so-called C2C relationships), they 
can lead to the diminishing of power asymmetry between both types of actors. Thus, a second type of B2C 
network is born, which – due to the existence of C2C relationships – best fits the sociological concept of 
community, understood as a set of social relations among people [Hillery, 1955], sharing some sense of 
belonging [Wild, 1981].

For communities of consumers, the unifying trait evoking this sense of belonging is the consumption 
of the company’s products, which is the reason for the central position of the firm (or the brand) within the 
structure. While McAlexander, Shouten, and Koenig believe that “brand community is customer-centric, 
[in] that the existence and meaningfulness of the community inhere in customer experience rather than 
in the brand around which that experience revolves”, they themselves admit it is a matter of perspective 
[2002, p. 39], and not the structure itself. While research can be conducted with emphasis on things such 
as brand culture, ethos, or consumer experience, ultimately for a community to exist, a shared point of 
reference – the company or brand itself – must exist within a network. This is reflected in the authors’ 
studies, where the communities are always centered around a single brand, such as Harley-Davidson or 
Jeep [McAlexander, Schouten and Koenig, 2002]. Only through shared connections to the brand, all the 
other relationships and characteristics can emerge. Other authors, such as Muniz and O’Guinn, state this 
outright, describing brand community as “explicitly commercial” [2001, p. 415] and define it as “specialized, 
non-geographically bound community, based on a structured set of social relations among admirers of a 
brand” [2001, p. 412].

It is important to emphasize, however, that by virtue of being comprised of C2C relationships in addition 
to B2C ones, communities are not as completely defined and dominated by the company taking place at its 
center, as are publics. These inter-consumer ties lead to a smaller power asymmetry within the network in 
comparison to publics, as communities are less reliant on the company to function in an everyday context. 
While they still depend on the company actually delivering the products or services around which the 
community is centered, and which creates its initial raison d’être, for many communities, this offering is 
merely a starting point in the process of socializing and expressing their creativity by carrying out their own 
projects and ideas. This highlights two aspects of communities – the relationships that constitute them are 
both emotional and functional. In sociology, they are referred to as Gemeinschaft (archaic or postmodern, 
personal aspect of community) and Gesellschaft (modern, organized, rational aspect), respectively [Fischer, 
Bristor and Gainer, 1996].

Another important characteristic of community-type B2C network is its superior ability to perform 
resource-transforming activities, and, as a result, create value for the company and the entire network. 
Whereas peripheral actors within publics are capable of providing value to the focal actor, their contribution 
is ultimately limited to generating a plethora of ideas or assets (like artwork). Evaluating and incorporating 
these contributions are left to the central actor. Communities, on the other hand, are perfectly capable of 
fulfilling these functions by themselves. For instance, while members of the public would most likely send 
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their fanart directly to the focal actor, members of the communities would rather share it with each other 
on an independent hub site. A good example of consumers within community-type B2C networks creating 
value with little input from the company itself is the case of a modding community centered around the video 
game, Warcraft III. The company behind the game – Blizzard Entertainment – created the main product and 
provided consumers with tools that allow them to create new maps, units, or even entire game modes. 
The community organized itself into teams, each coming up with projects of their own. One of the game 
modes created in such a way – The Defence of the Ancients, or DotA for short – became so popular that it 
became a part of official tournaments organized by the developer [Blizzard Entertainment, 2005]. Moreover, 
it gave birth to an entire new genre of games – MOBA (multiplayer online battle arena) [Funk, 2013] – 
with titles produced by professional studios, and a few of them, like League of Legends, becoming some of 
the most popular video games in the world [SuperData Research, 2019]. While consumers are capable of 
creating value within simpler B2C networks like publics (the aforementioned case of Wasteland 2), it is in 
communities where they can truly thrive, because there they can organize and manage themselves, rather 
than being managed by the company.

Communities are not only more likely than publics to pull their resources together to create value – 
they also have a higher chance of actually capturing the value as well. This happens due to the fact that 
communities exercise more control not only over what they create, but also on how their creations are 
distributed, promoted, and even priced, allowing them to distance themselves from the company itself, and 
create brands of their own. One example of such a thing occurring would be the aforementioned modding 
communities within the gaming industry, many of which monetize their work. This can be done either 
through charging fellow consumers money for access to the mods, or by utilizing crowdfunding methods. 
Using services such as Patreon, these communities allow other consumers to become their patrons and 
support the community by monthly donations. Consumers have also stood up to companies that tried 
to recapture this value in the past. For instance, Valve – a company owning Steam, a digital distribution 
platform for video games – tried to introduce a service, in which mod creators could sell their mods. 
However, the creators would retain only 25% of the revenue, with the company itself taking the remaining 
75% cut. This drew heavy criticism from consumers, which in turn prompted Valve to give up on the idea 
[Prescott, 2015]. Similarly, after the aforementioned Blizzard Entertainment failed to capture the value 
created by modders when they came up with DotA, the company tried to prepare for similar situations in 
the future. When the revamped version of Warcraft III (Warcraft III Reforged) entered the market, its terms 
of service agreement contained a paragraph giving the company the intellectual property rights for any new 
map, scenario, or game mode created by the consumers. This, paired with other issues with the product 
identified by the consumers, resulted in a so-called review-bombing on MetaCritic (a review aggregating 
site). Consumers not only organized themselves to bring the average score for the game as low as possible 
(which ended up on the level of 0.4/100), but also actually brought up the ranking of the only title, which 
was scored even lower – all to ensure that Warcraft III Reforged held the title of the lowest scored game on 
MetaCritic [Tassi, 2020].

3.4  Tribes

As discussed above, both the publics and communities are networks where the company plays the role of 
the central actor, around which the entire structure is built (even though they differ in the extent of control 
that the central actor exercises over the network). However, there are also B2C networks in which corporate 
actors are not so structurally privileged, and their control is limited even further. The lack of a corporate 
actor at the center means that such networks cannot be comprised of just the fans of the particular brand 
or company. Instead, the relationships connect actors who share common interests, passions, or values, 
which then dictate their consumer behavior and product selection. In other words, while in publics and 
communities the company, brand, or the object of consumption precedes and determines the existence and 
characteristics of the network, in the case of the third type, it is the other way round – the shared culture 
and values come before the consumption in a chronological and axiological sense. This type of B2C network 
fits the definition of another collective phenomenon found in sociology – a tribe.
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Tribes have been conceptualized by Maffesoli – a sociologist and postmodernist thinker. He used the term 
to describe small neo-archaic collectives, for which the source of unity is not the shared territory (as in the 
case of traditional tribes), but the affectual and axiological similarity of its members [Maffesoli, 1996]. The 
shared values, opinions, and lifestyles create what Maffesoli refers to as “affectual nebula” – experiencing 
the other in an organic and emotional way. This being together is mostly ludic in character – in other words, 
it is not directed toward any particular goal, but mainly serves as a source of pleasure for its participants. The 
members of the tribe do not serve functions, as in an organized society – they merely play roles that are not 
really meant to be useful or have any concrete purpose [Knapik, 2011]. This, as Maffesoli calls it as “undirected 
being together”, is the main thing differentiating a tribe from a community, which is both emotional and 
functional in character – whereas communities have elements of both Gesellschaft and Gemeinschaft, tribes 
display attributes only of the latter. Even when the tribe is centered around values that would suggest the 
existence of some sort of political agenda or purpose, more often than not, affirming those values serves 
mostly as a way of manifesting the consumer’s identity as a member of the tribe [Bauman, 1992].

As previously stated, tribes such as B2C relationship networks possess a decentralized structure. 
Whereas in the case of publics and communities, the company holds the position of a central actor providing 
the context for the functioning of all other actors within the network; at the heart of the consumer tribe lies 
not a company, brand, or a product, but a certain philosophy [Mitchell and Imrie, 2011]. The company’s role 
in such a network is not to dominate it and build all its structures around itself, but rather to participate in 
the network as one of the members subscribing to this particular way of life and a set of values. For instance, 
when Gilette ran its campaign against toxic masculinity, it did not really position itself at the center of the 
entire discourse over the issue – it merely presented its stance and became one of the members of the tribe 
focused around feminist ethics. For consumers participating in the tribe, products from corporate actors 
become symbols of membership and tribal identity – thus leading to the creation of what Baudrillard refers 
to as a sign value – a value derived from the product’s meaning within a social context [Baudrillard, 1981]. 
For instance, a work of art may symbolize wealth or good taste. On the other hand, brands such as Starbucks 
and Apple have become almost synonymous with the hipster subculture. Hence, some consumers choose 
the products of these brands solely for the purpose of manifesting that they identify with this particular 
tribe and its set of values. Creating sign value is the main mode of value creation within tribes – they rarely 
engage in creating more tangible types of value, due to the aforementioned lack of goals, direction, and 
other characteristics of Gesellschaft.

Tribes display the lowest (among the three described types) asymmetry of power and control between 
companies and consumers. While companies and brands can be influential actors within a tribe, especially 
once they become a symbol of its values, this status is awarded collectively by other actors and can be easily 
revoked, should the company cease to adhere to the tribe’s defining rules and values. In this sense, it can 
sometimes be easier for a company to exist outside the boundaries of the tribe and treat its members just 
as one of the consumer segments, rather than trying to build actual relationships within the said tribe. For 
instance, vegan consumers can be less demanding and more forgiving toward restaurants that merely add 
some meatless options to their menus, than in the case of a strictly vegan food joint. Should the company 
actively positioning itself as a member of the tribe fail to meet its standards, other actors might not only 
exclude it from the network, but also turn it into an antisymbol, making it really difficult for the company 
to ever reach this particular part of the market – thus modifying the sign value of company’s products in 
such a way that it is harmful to the said company. In recent times, there has been no shortage of examples 
of tribes turning on businesses that tried to participate in them. For instance, when Pepsi Co. launched its 
commercial with Kendall Jenner, invoking the imagery of Black Lives Matter marches, the consumer tribes 
engaged in this social movement felt alienated rather than supported by the company, due to its apparent 
lack of understanding of the movement’s core values. Consumers found it insulting that in the commercial, 
all it took to end all violence was handing a can of Pepsi to a police officer by a White celebrity [Batchelor 
and Hooton, 2017]. Similarly, when the Harry Potter author J.K. Rowling tried to become a member of the 
tribe supporting LGBT (lesbian, gay, bisexual, and transgender) rights by announcing that one of the 
characters – Albus Dumbledore – was gay, the tribe (after the initial enthusiasm) turned against her, once it 
became clear that the inclusiveness in the Harry Potter universe existed only in the paratext (i.e. the author’s 
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comments and other supplementary material), and not in the books/movies themselves – including those 
that were released after the initial reveal by Rowling [France, 2019]. The tribe interpreted it as an attempt to 
buy into its good graces without showing any actual commitment to the tribe’s values through the medium 
that actually matters – the product itself [Bundel, 2019].

On the other hand, sometimes the sign value-modifying activities of tribe-type networks can reach even 
those companies that not only exist outside their boundaries, but do not even consider their members to 
be their target consumers. For instance, the luxury brand Burberry became popular among the consumer 
tribe of football (soccer) hooligans – to the extent that it became widely associated with this particular tribe, 
which in turn threatened the brand’s popularity among its target high-market segments. In other words, the 
tribe managed to change the meaning ascribed to the brand it had little to do with, forcing the company into 
a peculiar relationship. While ultimately Burberry managed to regain control over its image, it still remains 
a fascinating case and an example of how powerful consumers as actors within tribe networks can be.

4  Case studies

4.1  Casio G-shock public

A model example of public-type network of B2C relationships can be found in the case of Casio G-Shock. 
G-Shock is a niche brand of hand watches characterized by the unique aesthetics and great durability of its 
products. The target segments for these watches are people that live an active lifestyle, like travelers and 
athletes.

For a time, Casio has relied on multiple marketing agencies to carry out marketing communication 
for this brand. This proved to be less than ideal since the by-the-book and cliché-ridden approach to 
communication utilized by the agencies, who did not understand the product nor did its audience fail to 
engage the consumers. Ultimately, in 2016, Casio decided to centralize its marketing communication by 
moving it in-house, to make it better suited to its audience’s tastes [Sproutsocial, 2017].

To this end, Casio utilizes several social media channels – such as Facebook, YouTube, and Instagram. 
The content published on these pages displays a strong focus on storytelling, presenting the product in 
a plethora of different contexts through collaboration with artists, sportspeople, pop cultural franchises, 
and other brands. Such posts, photos, and videos aim to portray the unique relationships these actors 
share with the brand. Doing more than simply singing the praises of the product, this type of content is 
interesting for consumers sharing a particular lifestyle and set of interests, thus constituting value in and 
of itself. This consequently draws consumers to establish stronger, long-term relationships with the brand 
via these social media channels, by consuming not only the product, but the marketing communication as 
well, fostering the development of a public-type network of relationships in the process.

It is important to note that this B2C network remains centralized around the brand itself – symbolically, 
structurally, and power-wise. While the public consists of consumers sharing (at least to some extent) 
similar lifestyles (thus being members of several separate, tribe-type networks), within the scope of its 
social media channels all B2C relationships are centered around the G-Shock brand and its products. The 
relationships within the public are mostly bilateral, connecting individual consumers and the brand, with 
C2C relationships between consumers themselves being scarce. This is mirrored by the interactions taking 
place within the scope of G-Shock social media channels – they consist mostly of individual consumers 
reacting to the content that has been published by the company. The brand, on the other hand, responds to 
some of those reactions – but not to all of them. Thus, there is a noticeable asymmetry in communication, 
with the company having a much stronger voice than the consumers.

Power and control within the structure of the network are likewise held mostly by the company. The 
corporate actor has full administrative control over the social media channels, which means they can 
publish and delete their contents as they please. The brand creates most of the value within the network, 
with consumers’ main contribution being their attention, which the company then monetizes, converting 
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it into sales and thus appropriating it. That being said, there have been instances of consumer actors of the 
network contributing to the value creation process. For instance, the G-Shock Facebook page occasionally 
showcases photos sent by consumers displaying their watches in different contexts and situations under 
the hashtag #fanphotofriday. In the past, consumers could also participate in the so-called Tough Test 
Team initiative by submitting their own ideas on how to creatively test the durability of the product. The 
company would then pick the most spectacular ones and carry out the testing with the whole process being 
broadcasted on television. In other words, consumers within the public could engage in the value creation 
process through structured crowdsourcing initiatives. The control over the said process still lies mostly in 
the hands of the company, who moderates the creative input from the consumers. Thus, created value is 
then captured mostly by the company, which uses it in its marketing communication.

4.2  IKEA hacking community

To exemplify the community-type B2C relationship network, we will examine the phenomenon known 
as IKEA hacking and how the relationships between IKEA and its consumers are shaped around it. IKEA 
hacking revolves around utilizing IKEA products in a creative way – by combining elements from different 
furniture to create something completely new and defying official designs. Examples include combining 
several doll beds into a single bunk bed for cats or turning a couple of children beds, tents, and some other 
materials into a castle-themed bed which doubles as a playground.

At its core, IKEA hacking is an act of individual use value creation by consumers – with each consumer 
adjusting the product’s utility to his own unique needs. However, as it grew in popularity, people started 
to exchange their ideas and designs. A multitude of different community hubs rose up organically, with no 
involvement from the side of IKEA itself. There are dedicated sites, discussion boards, and social media 
pages devoted to spreading this concept and its different implementations.

Here, the major difference between the IKEA hacking community and the G-Shock public discussed 
above becomes apparent. While in both cases a network of long-term relationships between consumers and 
a company has been established using social media, in the case of IKEA it was an organic bottom-up effort, 
whereas the development of G-Shock public has been actively encouraged by the company itself. Moreover, 
while symbolically the IKEA brand still remains at the center of the network (similar to the G-Shock public), it 
exercises a much smaller degree of control over the entire structure and the value creation process. Initially, 
IKEA displayed a downright hostile attitude toward hacking its products, issuing a cease and desist letter 
toward one of the big community hubs (namely, ikeahackers.net), once it allowed some ads to display on 
its page to help maintain it [Yap, 2014a]. Soon, the company issued a statement in which permission to 
continue with IKEA hacking was given, as long as no financial profits would be made by the hackers in the 
process [Sullivan, 2014]. However, after the public outcry, the company reached out to the owner of the page 
and allowed her to continue her work without making any changes – even regarding the ads [Yap, 2014b]. 
This demonstrates that IKEA’s power within the network – at least in regard to value capture – is limited. 
It is further diminished by the fact that the community is spread out between several different hubs, none 
of which are actual official IKEA channels. Even if the company decided that it does not want anyone to 
engage in hacking its products or spreading the idea itself, it would probably be powerless to truly stop 
them, since it does not own the channels utilized by the community and thus cannot moderate them. In 
other words, while G-Shock public is dependent on the central actor, the IKEA hacking community will 
most likely keep existing and do its thing, whether IKEA likes it or not.

It is also worth noting that the value creation process is much less dependent on IKEA as well. The 
company provides the basic product which serves as a starting point, but the rest is up to the consumers, 
who design new hacks and maintain several separate communicational infrastructures. Thus, created 
value cannot be automatically captured by the company (although many companies use community 
creations to improve the official offering or marketing communication, it usually requires permission from 
the consumer). Therefore, while the IKEA products remain central to the main idea behind the community, 
the company as an actor does not play as prominent a role as G-Shock does for its public.
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On the other hand, a position of power within the IKEA hacking community is being held by prominent 
consumer-actors – like the owners of pages serving as community hubs or those who contribute regularly 
with new ideas and projects. This means that relationships within the network are not limited to the B2C 
type. While the community collaborates and pulls its resources to create value, there is also a much more 
pronounced social aspect to it all, with people getting to know each other and bonding in the process. This 
is the final trait that distinguishes it from the public formed around G-Shock.

4.3  Disney and LGBT tribe

A good example of the characteristics of a tribe-type B2C network can be provided by the case study of 
Disney and its history with consumers belonging to the LGBT tribe. Disney is a global company, with a 
mission to “entertain, inform, and inspire people around the globe through the power of unparalleled 
storytelling” [Disney, n.d.]. To do so with consumers hailing from different social, economic, and cultural 
backgrounds, sharing different, sometimes mutually exclusive sets of values and beliefs, who thus can find 
inspiration in widely different things, requires a careful balancing act.

Disney’s rocky relationship with LGBT consumers constitutes a part of this struggle. While in this context 
the company’s past is not as problematic as its historical portrayal of racial minorities, Disney still received 
its fair share of criticism for notoriously queer-coding its movie villains by equipping them with stereotypical 
LGBT traits like effeminacy and flamboyancy (in the case of male characters) or masculinity and brashness 
(for female villains), which could lead to the audience associating queerness with evil [Martinez, 2015]. That 
being said, many consumers belonging to the LGBT tribe still harbored positive feelings for Disney. Since 
1991, they began organizing annual events at Walt Disney World – the so-called Gay Days. They were not 
officially endorsed by Disney itself, but the company did not try to discourage this phenomenon either, 
which garnered the ire of several conservatively oriented tribes. Eventually, Disney took a more proactive 
approach to building relationships with its queer consumers by officially endorsing and participating in the 
organization of Magical Pride and Disneyland Paris Pride events in 2019 and 2020, respectively.

A separate way of building positive relationships with the tribe revolved around Disney improving the 
representation of LGBT people in their stories and other products. Tribe members have long speculated 
about the sexual orientation of multiple established characters in Disney movies, like Elsa from Frozen, or 
Poe Dameron from the new Star Wars trilogy. The entire story of Frozen is to this day interpreted by some 
as a metaphor for coming out. None of those have been officially confirmed, however, with some, like Poe, 
being downright disproved in The Rise of Skywalker movie. For the longest of time, the tribe had to rely on 
their own reinterpretations of characters included in the fanfiction, fanarts, and other types of fan-made 
creations to identify with them and achieve some level of representation. When Disney finally included a 
gay couple in The Rise of Skywalker, many media outlets described it as a historical moment. J. J. Abrams, 
the director of the movie, stated that it was important to him for the LGBT people to feel represented [Vary, 
2019]. However, once it became clear that the gay couple were just background characters with a couple of 
seconds of total screen time, the relationship between the company and the tribe soured. Consumers began 
criticizing Disney even more after the scene where the aforementioned pair kissed has been deleted from 
the movie in several countries (like China). Thus, while Disney tried to establish itself as a member of the 
LGBT tribe and establish positive relationships with its members, it found limited success due to its lack of 
commitment – likely stemming from the company’s fear of losing its conservative audience.

There are several key differences between this tribe-like network of relationships and both cases 
discussed beforehand. First, the company is not located at its center. From the tribe’s perspective, Disney 
is just one of the many different suppliers of content which can be utilized by its members to develop 
their own collective and individual identities, narratives, and symbolic systems. In other words, the LGBT 
tribe is focused mostly on the social aspect, to which B2C relationships with Disney and other companies 
are subservient. On the other hand, Disney wants to establish positive relationships with its members, to 
reach them as a consumer segment. However, that entails submitting itself to the tribe’s axiology (at least 
partially). In that sense, consumers in the LGBT tribe display a much greater amount of control in their 
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relationship with the company than those in the G-Shock public or IKEA hacking community, leading to a 
much smaller power asymmetry.

The differences in the case of the value creation process are also apparent. While other types of 
networks participate in the creation of the product or modify it in a physical sense, the LGBT tribe changes 
the symbolical meaning behind the works of Disney, lending them a level of diversity that the company 
itself was unwilling to provide. Thus, created value is then mostly captured by the consumers themselves, 
with the company profiting indirectly – by consumers familiarizing themselves with Disney’s characters 
through their tribal reinterpretations.

5  Discussion
As can be seen, while the B2C network typology was based on a single variable – the power distribution 
between the company and the consumers participating within a network – ultimately the respective types 
of B2C networks identified based on this criterion demonstrated a multitude of unique traits differentiating 
them. These differences between the three types of B2C relationship networks have been presented in Table 1.

A key thing characterizing B2C networks is the fact that regardless of the position of the corporate actor 
within their structure, their creation and existence remain largely outside of the company’s control. Tribes 
can outright precede a company’s existence, since they are based around philosophies and values rather 
than brands, companies, and products. Communities and publics are born the moment or sometime after 
the company enters the market, but their existence is not the result of a separate decision of the company – 
it is more of a side effect of operating on the B2C market or (in the case of publics) its condicio sine qua non. 
In that sense, the B2C networks are similar to the B2B networks as described by the Swedish school of the 
network approach – this is particularly evident in the case of the IKEA hacking community, which not only 
developed without the company’s involvement, but also for a time functioned in spite of it. Of course, the 
company can try to foster the creation of B2C relationships (as in the case of G-Shock public). For instance, 
it can provide a proper infrastructure – tools, procedures, and routines – to empower consumers [Mazur 
and Zaborek, 2014] and create virtual places where such networks can thrive. This can take the form of 
official discussion boards, profiles on social media, and so on . Another possibility is to employ community 
managers to establish and sustain constant two-way communication between both the sides. Companies 
can also provide additional content – such as articles, interviews, and photos – which will become another 
talking point for consumers, thus fostering the creation of the entire network. However, all these actions 
merely increase the likelihood of such structures forming, rather than directly causing it.

Another point that has to be emphasized is that the types of B2C networks described in this paper do 
not form a classification in a strict sense – first, it is possible that other forms do exist. More importantly, 

Table 1. Comparison between three types of B2C relationship networks

Characteristic B2C Network type

Public Community Tribe

Power asymmetry High Medium Low

Position of the company in the 
network structure

Central Central Peripheral

Unifying trait Consumption of company-
produced content

Brand-related consumption and 
production

Symbols, ways of life, 
rituals

Character Modern (Gesellschaft) In-between modern and 
postmodern (Gesellschaft and 
Gemeinschaft)

Postmodern 
(Gemeinschaft)

Main mode of value creation Crowdsourcing Community projects Creation of meaning
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however, the described classes are not mutually exclusive. Whether a particular consumer grouping can be 
perceived as a public, community, or tribe is largely dependent on the perspective applied by the observer. 
For instance, one of the consumers belonging to the community comprised of fans of a particular movie 
franchise could also run a YouTube channel with videos discussing the said movies, and turn it into a 
business of his own, with a public-type network around it – while still remaining an active member of the 
original community. In turn, this community can be a smaller subnetwork within a larger tribe, or even 
several of them – based around the values championed by this particular movie franchise, or comprised 
of fans of this particular genre, or even cinephiles in general. In other words, when trying to identify B2C 
networks existing on the market, the result would be largely dependent on the chosen detail level of the 
analysis, and the three described types of network are more of ideal types, rather than classes of logical 
division.

This is an issue that relates to the concept of network boundaries – demarcation lines and criteria that 
allow to distinguish those entities that are a part of a network from those that do not [Smith, 2014]. Within 
the IMP literature stream, they have been defined as “the mental linkages and interfaces between what 
we conceive as units and the flow of activities, events, and forces that keeps changing and moving them” 
[Munksgaard, Olsen and Prenkert, 2017, p. 217]. The network boundaries are notoriously difficult to identify 
[Kawa and Pierański, 2014], with many authors believing them to be purely subjective constructs, defined 
by the particular purpose they serve [Holmen and Pedersen, 2003; Ford, Gadde, Håkansson et al., 2002]. 
Such an approach has been put into practice by the Creative Assembly, a game developing company that 
treats consumer collectives within different social media sites – Facebook and Reddit – as two separate 
entities, with differing cultures, behavioral patterns, and so on. On this basis, the company has formulated 
different communication strategies for each of them [Carroll, 2019]. A structure that could be perceived as 
a single community-type B2C network (“fans of the company”) has been instead divided by the corporate 
actor into two separate networks – a public based around Facebook page, and a community on Reddit. In 
other words, how a member of the network or a researcher from outside of the structure defines the network 
boundaries, determines the number and the type of networks identified. This highlights the importance of 
defining network boundaries properly – consumers within different networks (and types of networks) can 
have vastly different goals, needs, and behavioral patterns. Discerning those differences is paramount to 
establishing and maintaining strong and positive relationships with consumers.

6  Conclusions
As demonstrated, B2C networks can take various forms, and the distribution of power between companies 
and consumers partaking in them can vary to a large extent, despite the intrinsic advantage held by  
the companies due to their size and resources. Regardless of the structure and power dialectics between  
the actors, all B2C networks are capable of pooling their resources to create value; however, the process, 
nature, and distribution of the created value largely depend on the type of network.

The limitation of the findings presented within this paper revolves around the fact that they have been 
mostly grounded in the literature analysis and supported by a limited number of case studies based on 
secondary data. However, this limitation simultaneously points to the possibilities for future research. The 
theoretical framework of the network approach boasts a number of research methodologies for empirical 
studies, which could be applied to B2C networks – particularly the network picture method, which would 
allow to contrast the ways in which the same network can be perceived by different actors – in this context, 
it would seem valuable to juxtapose network pictures from company’s and consumer’s perspectives.

An important takeaway from this paper is that B2C networks can serve as a valuable tool for consumer 
empowerment. While companies will most likely always remain privileged within a single B2C dyad due 
to their sheer size and access to resources, a properly structured network can somewhat level the playing 
field. On the other hand, from the companies’ point of view, ceding some of the power through a network 
can be compensated for by gaining access to new resources and activities, allowing them to better meet the 
demands of the market.
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Abstract: The paper aims to identify the significant tax barriers to foreign direct investment (FDI) in 
Poland, in particular in the form of a permanent establishment (PE), in the context of new developments  
in international tax law. Due to the recommendations of the Base Erosion and Profit Shifting (BEPS) project, 
launched by Organisation for Economic Co-operation and Development (OECD) to prevent international 
tax avoidance, the understanding of PE has changed, which could lead to changes in business models. 
The purpose of the research is also to identify the significant tax barriers to economic activity in Poland, in 
particular in the form of PE, against the international tax law context. The study conducted by the authors 
relies on the most current tax rulings and judgments of administrative courts issued between 2017 and 
2020. It is concluded that not so much the effective tax burdens but the regulatory ambiguity surrounding 
the tax obligations may contribute to the reduction of Poland’s attractiveness as a location for FDI.
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1  Introduction
Many arguments, such as easier access to the host country market or resources, avoiding barriers to 
imports, lower transaction costs, or reduction of the cost of production, transport, and distribution, can be 
put forward in favor of launching business operations outside of an enterprise home country. On the other 
hand, high tax rates and the so-called double taxation are among the major barriers to the growth of foreign 
direct investment (FDI) in developing countries [Egger et al., 2004, p. 901]. At the same time, however, one 
needs to bear in mind that the tax system currently binding in Poland is not neutral across time periods 
or sectors. This means that when taking business decisions, entrepreneurs should not ignore tax effects 
which, if taken into account, may trigger changes in the ranking order of the considered business options. 
For example, differences in taxes that apply to alternative legal forms of business organization can impact 
tax performance of investment projects [Jamroży, 2014, p. 257]. Business decisions are taken at institutional 
(choice of legal form, business location, and restructuring option) and functional (choice of an investment 
project to be carried out or choice of the sources of its funding, revenue, and expense recognition policy, 
transfer pricing policy, etc.) levels.
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A permanent establishment (PE) is one of the forms of FDI. In principle, a PE is a fixed place of business 
through which the business of an enterprise is carried out wholly or partly.1 Specific forms of PE include 
a transparent partnership, dependent agent, server,2 and construction (installation) works. As a rule, the 
definition of a PE on grounds of national legislation3 overlaps with the definition contained in bilateral 
agreements based on Art. 5 of the Organisation for Economic Co-operation and Development (OECD) Model 
Convention (hereinafter “OECD-MC”), with the exception of the delineation of the scope of works leading 
to the creation of a PE.

According to current principles, a Contracting State has the right to tax the profits of an enterprise, 
resident of the other Contracting State only when operations exercised by this enterprise remain in 
sufficiently intense connection with the state where its profits originate from. The extension of the concept 
of a PE observed in recent years is a reflection of enhanced relevance of source-based taxation.4 The 
aforesaid statement stems from the implementation of recommendations of the Base Erosion and Profit 
Shifting (BEPS) project launched by the Organization for Economic Cooperation and Development to prevent 
international tax avoidance which results, among others, from harmful tax competition between countries 
interested in attracting FDI and from the avoidance of PE status by the fragmentation of activities and by 
creating structures based on formally independent foreign agents [Pleijsier, 2015; Dos Santos et al., 2016; 
Jamroży, 2016]. In many instances, the change in the understanding of a PE and the resultant increased 
relevance of source taxation will force out changes in business models.

The paper primarily aims to identify the significant tax barriers to economic activity in Poland, in 
particular in the form of PE, against the context of changes occurring in international tax law. Author 
discusses the findings of his study that consisted the examination of individual tax rulings issued in this 
area by the Head of the National Revenue Administration and administrative court decisions. In order to 
capture the most current and relevant issues, the author focused on tax rulings issued by the tax authorities 
and judgments of administrative courts between 2017 and 2020. For the purpose of the study, 65 tax rulings 
and 25 judgments of administrative courts were investigated. Due to the pandemic of COVID-19 and general 
unwillingness to sharing confidential tax data, the author decided that a survey research would produce 
less reliable and meaningful results.

2   The residence and source principle
International tax law recognizes two fundamental principles that delineate the scope of taxation: the 
residence and the source principles [Vogel, 1988, p. 393; Gross et al., 2020, p. 2; Litwińczuk, 2020, p. 105]. Based  
on the source principle, states apply limited tax liability, irrespective of the residence of the subject earning 
the income, and tax all revenue (income) generated within their territories and at the same time exempt all 
residents’ income earned abroad [Gomułowicz, 2007, p. 34]. Hence, it is possible to determine the scope of tax 
jurisdiction by identifying an objective tax link. It is crucial to find out whether the income in question was 
generated within the territory of a given state [Budesz and Komer, 2012, p. 12]. The source principle is therefore 
in line with the principle of sovereignty, which implies the priority of the tax authorities of the source state in 
levying tax on income generated on its territory [Schindel and Atchabahian, 2005, p. 29] by which it eliminates 
the need to sign double tax agreements.

On the other hand, the residence principle is underpinned by the so-called unlimited tax liability 
applied by the state. The tax link here has a subjective character. For natural persons, it may be the place of 
residence, habitual abode, or citizenship; and for legal persons, it may be the place of effective management 
or the place of registered office. According to the residence principle, the state has the right to tax all the 

1 See, Art. 5 para. 1 OECD-MC.
2 For details about tax systems that apply to e-trade see J. Warnieło, Międzynarodowe aspekty opodatkowania gospodarki  
cyfrowej, chapter 2 para. 2.
3 Since 1 January 2007, the definition of a PE can be found in Art. 5a para. 22 of the PIT Act and in Art. 4a para. 11 of the CIT Act.
4 Preventing the Artificial Avoidance of Permanent Establishment Status, Action 7 – 2015 Final Report, OECD/G20 Base Erosion 
and Profit Shifting Project, OECD 2015. 



 Permanent establishment as a foreign direct investment in Poland   179

resident’s income, regardless of the place where it is earned. In view of this statement, the place where 
income was generated is not of primary importance in this case [Budesz and Komer, 2012, p. 12], which is 
why it is assumed that the application of this principle neutralizes the effects of harmful tax competition 
[Genschel and Schwarz, 2011, p. 343; Jamroży, 2018, p. 106]. Double taxation occurs through the overlap of 
a limited tax liability based on the source principle and an unlimited tax liability based on the residence 
principle. It is important that there is an adequate convergence of the taxed income, subject, and type of 
tax, as well as the period for which the tax is due [Koreń, 2013, p. 23].

Source-based taxation is more beneficial for developing countries, which depend on foreign capital and 
investment flows. A vast majority of double tax agreements are based on the model proposed by the OECD 
[Quak and Timmis, 2018, p. 2], which reduces the application of source-based taxation. The OECD-MC favors 
taxation in the country of residence, thus offering benefits to developed countries investing in developing 
countries. In nearly every case, the country of residence is a developed country, while the source country is 
a developing country, which leads to the so-called “distributional implications” [Rixen and Schwarz, 2009, 
p. 446].

In the case of an asymmetric investment position, the reduction of withholding tax rates leads to 
the transfer of revenue from capital importers to capital exporters, thus favoring the interests of the 
latter. The eagerness to attract FDI by countries importing foreign capital has triggered the harmful 
tax competition, resulting in tax base erosion and profit shifting to tax jurisdictions offering more 
favorable tax rules. These actions undermined the integrity of the international tax system leading to 
the intervention of international organizations.5

One of the actions against tax avoidance is the tightening of regulations on the taxation of PEs seeking to 
secure source-based taxation. The main principle underpinning the BEPS project is the taxation of income 
at the place where it was generated, which means that the source principle is gaining in importance.

3  PE as a form of FDI
Along with a subsidiary, PE is one of the basic forms of FDI [Schmidt, 2019, p. 16; Jamroży, 2014, p. 256]. 
The advantage of doing business by creating a PE consists of taxation of entrepreneur’s income only once, 
which tax-wise makes it an extremely attractive solution. According to Art. 7, para. 1 of the OECD-MC (the 
so-called PE principle), a Contracting State has the right to tax the income from business activity of an 
enterprise that is a resident of another state only if there is a sufficiently intensive connection between the 
activity that the enterprise pursues and the state where the source of income is located.

The term “‘permanent establishment” was first introduced as a tax concept in the eastern part of 
Prussia in the 19th century to prevent double taxation between its municipalities [Avery Jones et al, 2006, 
p. 233]. Since that time, the concept of PE has been pivotal in the distribution of taxing rights between 
states by determining situations where the source state possesses the right to tax the business profits of 
a nonresident entity [Reimer, 2015, p. 297]. As explained by Vogel, the PE rules were designed to ensure 
taxation for the source state when the foreign entity possessed strong economic bonds therein [Vogel, 1997, 
p. 280]. As Skaar put it, a PE presupposed that the activities of a foreign entity in the source state had grown 
to the extent that the benefits from this country’s expenditure networks justify taxation in that country 
[Skaar, 1991, p. 559]. The PE concept thus operated as a benchmark for allocating taxing rights between 
the residence and source states, being mostly successful at fulfilling this goal in times of nonglobalization 
[Dhuldhoya, 2018, p. 10]. However, globalization and e-commerce opened the door to business models 
that have challenged the applicability of the PE definition by allowing foreign entities to have a substantial 
economic involvement in the source country without triggering a PE in its traditional form [Pinto, 2006, 
p. 266]. The change in the modus operandi of businesses globally adds to this complexity and raises new 

5 The most recent initiative adopted to combat international tax avoidance is the Base Erosion and Profit Shifting (BEPS)  
project launched by the OECD, see the note no. 4.
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questions, which, in many instances, were not even contemplated when international law concepts were 
being developed.

Foreign investment in the form of a PE may bring higher tax benefits connected mainly with the use 
of the exemption method in the country of residence and a greater scope of freedom when allocating 
revenues/costs and assets between the company and the headquarter. On the other hand, what can be 
considered a benefit (greater flexibility of the PE) is associated with a higher tax risk, e.g., with regard to the 
establishment of the PE and the allocation of profits. It may lead to tax arrears in the resident country and, 
as a result, to additional costs [Peretiatkowicz, 2016, p. 126].

Case law has also shown that some tax authorities apply the PE concept in circumstances where others 
would never do it.6 The challenge for multinationals is that the definition and tests for what triggers a PE 
differ between countries, and there is no universal standard that is applied. This leads to a situation where 
a taxpayer cannot be sure about the legal grounds and rules, which as a result creates a barrier to growth 
and further development of business environment.

Consequently, despite the tax attractiveness of PEs, the number of businesses that avail themselves of 
it is not significant. In fact, it has been regularly decreasing for several years already (see the data of the 
Ministry of Finance in Figure 1). The trend that unrolls in Poland coincides with what was observed abroad 
also before the BEPS and Anti-Tax Avoidance Directive (ATAD) recommendations have been put in place, 
among others, in Norway [Engsig, 2014] and Germany, where the population of foreign affiliates has been 
decreasing since 2006 [Ringe, 2013].

In the study carried out by the PwC on a sample of over 200 enterprises, mainly multinationals based 
in 11 European countries and in the USA, only 33% respondents declared that they treated a PE as a better 
alternative to a related entity. Moreover, as many as 47% of respondents agreed with the statement that 
the current OECD commentaries on the creation of a PE involve a considerable tax risk [PwC, 2013, p. 6]. 
In addition, a significant proportion of respondents (78%) decided that the approach of tax authorities for 

6 See case of Dell Spain v. Spain, June 2016, Supreme Court (Case No. 1475/2016).

Figure 1. Foreign branches in Poland over the period 2015–2018. 
Source: Ministry of Finance.
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the creation of a PE differs across countries and that they are more aggressive toward the creation of a PE 
than that in previous years (63% of respondents). Special attention was paid to the mobility of corporation 
employees which, according to 86% of respondents, involves the risk of creating a PE in the form of a 
dependent agent.

One of the real challenges involved in tax planning in the context of a PE is that each country has 
the authority to create its own standards and criteria for a PE creation. Therefore, there is nothing like 
a reliable “general” approach that would work to predict the creation of a PE status, although some 
global regions are beginning to target any revenue generated within a host country. Some markets, 
such as Europe, are aggressive in pursuing PE claims and the associated revenue, and even tax treaties 
fail to offer much relief. Successful legal PE cases against large hi-tech companies have emboldened 
European countries to continue along these lines. In Asia-Pacific, China as a popular business market 
has one of the most generous approaches to PE for foreign companies but also has tax treaties with 
major trading partners that grant some relaxed criteria and tax rates. A drop in the interest in European 
countries as a destination of FDI reflected in the size of FDI inflow can be seen in the diagram below 
(Figure 2).

On the other hand, the amount of income tax levied on branches in 2015–2018 has increased 
significantly, even though it dropped in 2018 compared with 2017 (see the data provided by the Ministry of 
Finance in Figure 3).

Increased tax revenue from the branches of foreign companies may be attributed to the increased value 
of investment, as well as to the narrowing Corporate Income Tax (CIT) gap [NBP, 2018]. According to the 
data from the National Bank of Poland (NBP), reinvested revenue and dividends represented the major 
proportion of revenue generated by the FDI [NBP, 2018]. That, in turn, increases the revenue to the state 
budget for two reasons. On the one hand, such increases can be stimulated by good economic situation, 
which reduces the propensity to engage in illegal or quasi-legal arrangements [Elgin, 2013, p. 478]. On the 
other hand, increased tax revenue may result from improved tax collection, an effect of measures adopted 
to tighten the tax system [Janiszewska, 2020, p. 19].

Figure 2. Geographic structure of FDI inflows in the period 2000–2018 (in billion of USD). 
Source: own collaboration based on UNCTAD (2000–2019). World Investment Report for years 2000–2018, New York and 
Geneva.
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4  Creation of PE
PE is created when the business of an enterprise meets criteria such as having a stable and ongoing presence 
in a foreign country and carrying out business operations through it. Importantly, these business activities 
should not be of preparatory or auxiliary character [Skaar, 2020, p. 9; Jamroży, 2016, p. 61]. Therefore, 
taxation of the enterprise’s profits generated in the source state depends on its physical presence in this 
state. The willingness to limit withholding tax, especially in jurisdictions with a high level of taxation, may 
be achieved by limiting the so-called taxable presence in overseas markets. This can be done by developing 
business models in such a way that the above mentioned taxable presence conditions are not fulfilled. 
Among them one can mention, inter alia, acting through formally independent agents and fragmentation 
of business activities, which were to be combated by selected measures adopted under the BEPS project. 
This, however, does not apply to the so-called digital PEs. For them, the OECD recommendations highlight 
the need to expand the definition of a PE to cover cases of maintaining significant digital presence in a 
given country [OECD, 2017, p. 16]. According to the previous definition, a PE occurs in the place where the 
server is located, thus in isolation from the economic presence of the enterprise in a given foreign market 
[Warnieło, 2016, p. 115].

Past experience has taught us that PE and criteria applied to assess whether a PE should be created 
would trigger mechanisms leading to tax avoidance. First of all, the practices exercised so far have boiled 
down to an artificial fragmentation of activities pursued by a dependent agent in such a way as to present 
his activities as preparatory or auxiliary. In accordance with the current approach, agent offices are not 
viewed as PEs, especially when their activities are of preparatory or auxiliary character. The list of the 
latter includes, among others, advertising, information, or supervisory activities. A relatively wide range 
of activities of preparatory or auxiliary character triggered optimization possibilities for multinational 
enterprises interested in artificial avoidance of a PE status through the fragmentation of activities [Hongler 
and Pistone, 2015, p. 12]. Multinational groups are often engaged in a seamless range of functions within 
which they perform integrated services. Hence, it is difficult to draw a distinction between “core” functions 
and other functions that are somehow related to core function. In this case, the problem lies in identifying 
when the interaction of those functions may amount to a PE. Within the framework of the BEPS project, the 
OECD recommends preventing avoidance of the PE status by, inter alia, changing the catalog of exemptions 
listed in Art. 5(4) of the OECD MC (Action 7 of the BEPS Action Plan, BEPS 7).

Figure 3. Income tax levied on branches in 2015–2018 (in thousands of PLN). 
Source: Ministry of Finance.
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The changes to the definitions resulting from BEPS were integrated in the 2017 OECD Model Tax 
Convention and in Part IV of the Multilateral Instrument (MLI) (Arts 12–15). The MLI is a flexible tool that 
allows jurisdictions to adopt BEPS treaty-related measures to counter BEPS and strengthen their treaty 
network. The MLI was signed by nearly 90 jurisdictions, and almost half of them have so far adopted the 
MLI articles that implement changes to the PE definition. However, Poland failed to approve the package 
of solutions proposed in the MLI, meaning it will be possible to change their content in the future based on 
bilateral agreements.

Second, for many distribution models, acting through formally independent representatives has led to 
avoiding withholding taxes. A PE is created as a result of business activities carried out through the so-called 
dependent agent duly authorized to habitually conclude contracts on behalf of an enterprise (Art. 5(5) of 
the OECD MC), even in the absence of a fixed place of business maintained by the enterprise in the state 
where the agent acts on its behalf. So far, an agent has not been considered dependent when he had the 
status of an independent agent, acting within the framework of his usual activities or when his activities 
were confined to auxiliary and preparatory ones. According to the recommendations resulting from BEPS 
7, a dependent agent should create a PE of its principal also when the conclusion of a contract results 
directly from the agent’s activities performed for the principal which have been crucial for negotiating the 
contract even if the contract is signed by another person. To multinational enterprises, it means changes 
in their distribution structures (models), especially to commissionaires and other limited risk distributors 
[Eisenbeiss, 2016; Pleijsier, 2015, Uslu, 2018]. Importantly, expanding the scope of regulations involves 
recognizing that an agent is not dependent when acting exclusively or almost exclusively on behalf of an 
entity closely related to him. An entity that holds at least 50% of the voting rights or has effective control 
over the agent should be considered a closely related entity, while an “exclusive or almost exclusive” activity 
refers to sales of the agent amounting to at least 90% of total sales to an affiliated entity [OECD, 2015, p. 26]. 
This means that an independent agent should have the status of a so-called “multi-agent,” acting on behalf 
of several entrepreneurs. Consequently, the changes should ensure that where the activities pursued by 
an intermediary in a given jurisdiction are designed to result in the regular conclusion of contracts to be 
performed by a foreign enterprise, the latter will be considered to have a taxable presence in that jurisdiction 
unless we are dealing with an intermediary performing these activities in the course of an independent 
business. For example, Spanish case law has already taken quite an aggressive stance on commissionaire 
structures which has been very controversial and may have also had a relevant impact on the approach of 
BEPS Action 7 with regard to Art. 5(5) [Jiménez, 2016].

Third, tax avoidance has also been observed in the construction sector. The BEPS 7 report identified 
the problem of artificial avoidance of the PE status by splitting up of contracts carried out within one 
construction project [Jamroży and Krysiak, 2018, p. 435]. Creating a PE for a building site defined as 
a construction site, construction, assembly, or installation depends on the duration of the works. To 
avoid paying taxes, enterprises would split up contracts so that for each contract the specific time limit 
for creating a PE is not exceeded. The BEPS 7 report indicated that one of the regulations that should 
prevent and counteract such practices is the Principal Purpose Test (PPT)7 clause included in double 
tax treaties.

Several authors have come to the conclusion that the new rules, at least to some extent, provide 
solutions to problems created by the strategies detected by the OECD [Oguttu, 2018, Wettersten, 
2016]. However, the new changes appear to be less predictable [Dhuldhoya, 2016, p. 61, Barbier, 2016, 
p.  16] most probably due to the substance over form (SOF) approach of the rules themselves, given 
the existence of subjective elements (e.g., determining whether an agent has a principal role in the 
negotiation of contracts with clients) as well as the challenges of controlling substance, consequently 

7 Principal Purpose Test clause is intended to counteract awarding undue benefits stemming from double taxation treaties. In 
accordance with the OECD assumptions, the clause should ensure benefits relating to the exchange of goods and services made 
in good faith, as well as to the movement of capital and persons. It is also expected to counterbalance the arrangements made 
primarily to ensure more favorable tax treatment. For more, see M. Boniecka, P. Sołtysiak (2018), Wybrane aspekty prawne i 
podatkowe dotyczące klauzuli PPT, Przegląd Podatkowy, Vol. 10, pp. 41–51.
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requiring a case-by-case analysis [Dhuldhoya, 2016, p. 13]. As indicated by Skaar, a PE should be 
viewed as the evidence that the income derived from it should be taxed where it arises and not as the 
reason why source taxation is applied. Therefore, we need to determine what a PE stands for prior to 
understanding the constituents of its existence [Skaar, 2020, p. 560].

Effects of implementation of the new rules in Poland in respect to PE cases are reflected in tax rulings 
of the tax authorities and judgments of administrative courts.

5  Findings and conclusions
To start with, we validated the research question regarding the intensity with which cases concerning 
taxation of a PE featured in the decisions of administrative courts and tax rulings between 2017 and 2020, 
i.e., in the period following the implementation into the Polish tax law of OECD recommendations under the 
BEPS Project and ATAD Directive. Next, we investigated the frequency with which the Head of the National 
Revenue Administration Information Centre (Head of KIS) and Polish administrative courts dealt with the 
PE in the context of CIT. Finally, we determined decisions and tax rulings devoted stricte to PE-related 
issues.

To conduct the own PE study (hereinafter “the study”), we selected and examined all tax rulings issued 
between 2017 and 2020 and published on the Polish Ministry of Finance website sip.mf.gov.pl that appeared 
in response to the “permanent establishment” keyword.

For the above mentioned time limit, 86,965 interpretations and 1,525 court rulings were found. 
Having included selection criteria “permanent establishment” as the search term and selected legal 
acts (corporate income tax law), we obtained 1,847 interpretations and 250 court rulings. Manual 
(qualitative) selection conducted as part of the study helped in eliminating interpretations not strictly 
related to its subject.

Sixty-five tax rulings were chosen for the study. The study also covered the selection and examination 
of Polish administrative court judgments concerning PEs of 25 non-resident enterprises. Factors identified 
in our research study were broken down into five following main problem areas (Figure 4):

Figure 4. The main PE problem areas addressed in tax rulings. 
Source: own elaboration. PE, permanent establishment.
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1) Creation of a PE,
2) Reporting duties,
3) Income allocation,
4) Settlement of PE losses, and
5) Settlement of expenses.

Frequency with which the above factors were addressed is presented in the bar chart below (in %) 
(Figure 5). 

As a next step, we investigated issues addressed in the judgments of administrative courts. It turned 
out that the most frequently tackled problem is the settlement of PE losses by the head office (10 decisions 
representing 40% of all examined judgments). On the pie chart below, we show the frequency with which 
the above listed problems are reflected in court judgments (Figure 6).

This has led us to the conclusion that problem areas addressed by the administrative courts are exactly 
the same. Besides the settlement of tax losses, investigated court decisions are related to the creation of eight 
PEs. Issues, such as the allocation of income (four decisions) or settlement of expenses (two decisions) to a 
PE, are tackled slightly less frequently. The frequency with which the above issues feature in the judgments 
of administrative courts is shown on the bar chart below (in %) (Figure 7).

In most instances, tax rulings covered by the study concerned a PE in the form of a fixed place of business 
(32 tax rulings). Often, the tax rulings refer to PEs as dependent agents (25 tax rulings). Cases where a PE was 
not created because the activity in question was of preparatory or auxiliary character were slightly more rare 
(20 tax rulings). There were also tax rulings that explained circumstances in which a PE could be created for a 
building site (a building and assembly business); however, only five such tax rulings were identified (Figure 8).

The findings of the research suggest that Polish tax authorities apply an extended understanding of PE 
proposed by the BEPS 7 approach. The mere fact that an enterprise, which uses the services of an agent, 
reviews and approves trade contracts while his activities involve low risk and his remuneration depends on 
costs he has incurred provide evidence for considering him as a dependent agent.8 Moreover, tax authorities 

8 Such arguments were put forward in tax rulings of the Head of the National Revenue Administration Information Centre [Polish 
abbr. KIS] of 24 August 2018 (Ref. 0114-KDIP2-1.4010.227.2018.2.AJ) and 22 August 2018 (Ref. 0114-KDIP2-1.4010.253.2018.1.AJ).

Figure 5. Frequency of main PE problem areas (in %). 
Source: own elaboration. PE, permanent establishment.
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are of the opinion that the processing of inquiries and orders and communicating with the client are 
sufficient conditions for creating a PE as they provide evidence that the agent “solicits and receives orders” 
(see para. 32.1 of the Commentary to Art. 5), meaning his role is critical for the conclusion of contracts 

Figure 6. Problem areas addressed in the judgments of administrative courts. 
Source: own elaboration.

Figure 7. Frequency with which problem areas are addressed in judgments of administrative courts (in %). 
Source: own elaboration.
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and his activities are neither auxiliary nor preparatory.9 The principal role leading to the conclusion of the 
contract was also derived from being able to “convince” a third party (client) about the agent’s relevance for 
the conclusion of the contract.10 Moreover, in the opinion of tax authority, it suffices when an agent informs 
a client about the product and available discounts as it testifies to his principal role in the conclusion  
of a contract, irrespectively of the fact that formally he (the agent) is not authorized to conclude contracts 
or make binding offers.

Polish tax administration also looks very closely at cases when an agent renders services exclusively 
to one enterprise. This aspect was highlighted, among others, in the tax ruling of the Head of KIS of  
17 August 2018.11 In the facts of the case at hand, the activities undertaken by the recipient of the service 
(a daughter company of the applicant) were limited to warehousing and logistics operations carried out in 
his own name. Tax authorities argued that his activities led to the creation of a PE because services were 
rendered exclusively to the applicant suggesting an intention to act in somebody else’s interest rather than 
his own. Thus, in the opinion of tax administration, the service provider was dependent (mainly at the 
economic level) on the applicant. A similar position was presented by the Head of KIS in the interpretation 
of 22 January 2018.12 The above cases suggest that when services are rendered to only one enterprise, which 
is a related enterprise, the Polish tax administration interprets such an arrangement as the absence of 
economic independence.

We can come across similar approaches in administrative court decisions. For example, in the 
decision of the Voivodeship Administrative Court in Warsaw of 28 January 2020,13 which refers to the case 
of 2019, i.e., decided after BEPS and ATAD had been implemented, the court stated that the absence of 
an active involvement of an enterprise in the conclusion of contracts may mean that the enterprise has 
already authorized an agent to take care of it. The real power to conclude contracts is reflected in seeking 

9 The stance was presented, e.g., in the tax ruling of the Head of KIS of 24 August 2018 (Ref. 0114-KDIP2-1.4010.227.2018.2.AJ).
10 See para. 88 of the Commentary to Art. 5 in the Update to the OECD Model Convention.
11 See the tax rulings of the Head of KIS of 17 August 2018 (Ref. 0114-KDIP2-1.4010.255.2018.1.PW).
12 See the tax rulings of the Head of KIS of 22 January 2018 (Ref. 0114-KDIP2-1.4010.351.2017.1.JC).
13 See the decision of the Voivodeship Administrative Court in Warsaw of 28 January 2020 (Case No. III SA/Wa 696/19).

Figure 8. Forms of permanent establishments featuring in tax rulings. 
Source: own elaboration.
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orders and securing them, as well as in holding day-to-day communication with clients that is crucial for 
winning and keeping them while a foreign enterprise only approves contracts in a routine way. Under such 
circumstances, it does not matter whether the contract is finally signed by a person acting in the name of 
an enterprise or by an enterprise as the decisive criterion lies in legal linkages between the enterprise and 
the activities performed by the agent.

Examples of similar solutions dating back before the implementation of the OECD recommendations 
can be traced in decisions issued by administrative courts in other countries. For example, a Belgian 
court case concerning NethCo, a company resident in the Netherlands which was conducting business in 
Belgium, owned by two related individuals who lived in Belgium. One of them was a representative of 
NethCo and concluded contracts on behalf of NethCo but not in the name of it. Nevertheless, the Court 
held that the individual constituted an agency PE of NethCo in Belgium because it was the carrying out of 
the core business activity in Belgium by NethCo through an agent substantially bound with NethCo that 
mattered, rather than the legal formality of the conclusion of the contracts not in the name of NethCo by a 
representative.14

A change in the position of tax administration is also seen in the approach to preparatory and 
auxiliary activities. According to tax authorities, marketing activities are not of such character because 
they represent operations that are crucial for investor’s business.15 A similar approach applies to support 
services, such as IT, accounting, and loading, performed for entities operating in the area of international 
maritime transport.16 Activities carried out by an agent exhibiting signs of being significantly related 
with the income received by the enterprise are not considered auxiliary or preparatory by nature.17 Tax 
authorities describe preparatory and auxiliary activities as operations generating outcomes that are 
little attributable (distant) to profits obtained by an overseas enterprise, which means allocating them 
to these activities becomes next to impossible.

In the tax ruling of 22 February 2019,18 the Head of KIS stated that “the decisive criterion consists in 
determining whether activities of a fixed place of business represent a relevant and significant part of 
overall activities of an enterprise. (...) Beyond any doubt, a fixed place of business whose goal is identical 
with the goal of the whole enterprise does not perform preparatory or auxiliary activities.” A similar view 
was repeated in a tax ruling of 30 August 201919 issued for a company engaged in international maritime 
transport and exploitation of sea shipping vessels. Activities performed for the company in Poland were 
limited to services related to the loading of sea vessels (cargo loading and control, including dangerous 
cargo), acting as an internal IT unit (IT Service Centre), and financial and accounting operations. In this 
case, the Head of KIS decided that what the applicant was doing in Poland was not of preparatory or auxiliary 
character in the meaning of Art. 5 para. 4 of the Double Tax Treaty because these activities (especially cargo 
loading and control, load optimization) belong to a critical and indispensable part of transport services that 
the company renders for clients who are tax residents in Poland by which it strives to accomplish the same 
goals as the entire enterprise.

Moreover, the Head of KIS in the tax ruling of 22 February 201820 highlighted that the activities 
performed in the fixed place of business were neither preparatory nor auxiliary, and there was a significant 
relationship between these activities and revenue obtained by the enterprise. In this case, tax authorities 
provided a description of preparatory and auxiliary activities identifying them as operations that generate 
outcomes that are little attributable (distant) to profits obtained by a foreign enterprise, which means 
allocating them to these activities becomes next to impossible. Thus, they decided that activities outlined 

14 See the decision of CA Bruxelles (Cour d’Appel Bruxelles, Court of Appeal Brussels) of 18 Feb. 1992, Algemeen Fiscaal  
Tijdschrift.
15 See the tax ruling of the Head of KIS of 24 August 2018 (Ref. 0114-KDIP2-1.4010.227.2018.2.AJ) and 22 February 2019  
(Ref. 0114-KDIP2-1.4010.9.2019.1.AJ).
16 The tax ruling of 30 August 2019 (Ref. 114-KDIP2-1.4010.288.2019.1.AJ).
17 Head of KIS in the tax ruling of 22 February 2018 (Ref. 0114-KDIP2-1.4010.391.2017.1.PW).
18 The tax ruling of 22 February 2019, (Ref. 0114-KDIP2-1.4010.9.2019.1.AJ).
19 The tax ruling of 30 August 2019 (Ref. 114-KDIP2-1.4010.288.2019.1.AJ).
20 Head of KIS in the tax ruling of 22 February 2018 (Ref. 0114-KDIP2-1.4010.391.2017.1.PW).
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in the facts of the case, which basically consist in the supervision over the works carried out by business 
partners against their compliance with concluded contracts, shall not be deemed as preparatory or auxiliary 
as they may actively impact production by, e.g., eliminating the shortcomings. In addition, in the tax ruling  
of 24 August 2018,21 the Head of KIS came to the conclusion that activities carried out by a fixed place of 
business may not be seen as having preparatory or auxiliary character because they include marketing 
activities representing a relevant part of the applicant’s activities as a manufacturer and seller of specialist 
products and a distributor of standard products.

When deciding whether given activities are solely of preparatory or auxiliary character, administrative 
courts also seek to find out if these activities represent a relevant part of the overall business of an 
enterprise and what they actually cover. For instance, in the decision of 8 November 2019, the Supreme 
Administrative Court ruled that the creation of a PE in Poland is triggered by an active involvement of a 
company in production. Core activities carried on by the applicant in Poland suggested that what the court 
was dealing with in this case was production (current) rather than storage services. The scope of performed 
works included, inter alia, quality control which would not have been possible without production taking 
place there. In the court opinion, the above suggests that company’s activities in Poland were not auxiliary 
or preparatory by nature as they covered a relevant part of applicant’s operations.

The Voivodeship Administrative Court in Warsaw presented an identical stance in the ruling of  
15 May 2017 in which it stressed that the supervision over production and quality control, as well as having 
the right to perform machine changeover and reject the final product if it does not comply with quality 
standards, suggests an active interference with the production process. Thus, since the activities at hand 
make a relevant and significant proportion of all economic activities and an obvious link can be drawn 
between activities undertaken in an establishment and revenue obtained by the company, they are not of 
preparatory or auxiliary character.

When it comes to the case law of other countries, there are some notable examples of the new OECD 
approach that predate 2017. For example, a classic storage space, which typically is not a PE, was viewed 
differently by the Spanish court. FinCo, a company resident in Finland, carried on its marketing and 
distribution business in Spain where it merchandized goods of other Finnish companies. FinCo did not 
have any premises in Spain but used the storage and distribution facilities of third-party service providers 
in Spain. FinCo also had a Spanish subsidiary that acted as its sales agent engaged in marketing of the said 
merchandise and goods in Spain, in accordance with FinCo’s instructions, but was not able to conclude 
contracts in the name of FinCo. The Court held that storage and distribution facilities were essential parts 
of FinCo business and as such belonged to the core business activity of the enterprise even if, in principle, 
they were auxiliary or preparatory in nature.22

Along the lines of judicial reasoning, one could think that core activities inevitably “attract” preparatory/
auxiliary activities so that a distinction cannot be readily drawn. For example, a taxpayer, resident in 
Belgium, was engaged in the business of selling gems in Belgium but did not have a fixed place of business 
there; he did, however, have a habitual abode in Germany where he kept the bank statements of the profits 
from his business, which were deposited in a bank account at a German bank. The Court held that there was 
a PE in Germany, arguing that an auxiliary or minor activity which supports the core business constitutes a 
PE in itself also in the light of the fact that the greater the extent of the business activities performed without 
a PE, the more this “activity threshold” is lowered to constitute a PE.23

Tax authorities attach a great deal of attention to whether an agent renders services exclusively to one 
enterprise.24 In their opinion, an arrangement where services are performed to one entity only automatically 
triggers the creation of a PE as it reveals an intention to act on the other entity’s behalf rather than in the 

21 See the tax ruling of the Head of KIS of 24 August 2018 (Ref. 0114-KDIP2-1.4010.227.2018.2.AJ).
22 See the judgment of Tribunal Económico Administrativo Central (TEAC, Central Economic-Administrative Court) of 2 March 
2006 (Case No. 0657/2003).
23 See the judgment of Bundesfinanzhof (BFH) of 18 December 1986 (Case No. IR 130/83), 119.
24 Such stance was presented, e.g., in tax rulings of 17 August 2018 (Ref. 0114-KDIP2-1.4010.255.2018.1.PW) and 30 August 2019 
(Ref. 114-KDIP2-1.4010.288.2019.1.AJ).
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agent’s own name and is indicative of the latter being economically dependent on the principal.25 The above 
suggests that rendering services to only one company are viewed by tax authorities as a sign of absence of 
economic independence.

In addition, serious investors’ doubts are voiced about the conditions that must be met to decide that 
a non-resident enterprise has got a fixed place of business in Poland. This is because, in recent years, tax 
authorities have been of the opinion that, to decide that foreign investors have a fixed place of business in 
Poland, they do not have to own or rent (formally or informally) any facilities or space while the employees 
can work from home (teleworking).26

The artificial splitting up of contracts is also addressed by the Polish tax administration. For example, 
from an individual interpretation issued by the Head of the Treasury Office in Warsaw on 21 June 2016,27 we 
can learn that the economic and organizational relationship between the works performed is of primary 
importance. To consider a construction site, assembly, or installation works a homogenous fixed place of 
business (one PE), there must be economic and geographic cohesion between them. To assess whether a 
construction site (construction works) or assembly works constitute a PE, we need to take account of the 
timeline of the construction or assembly works. To calculate the time of construction works, these works 
should not be considered separately as they are carried out in the same place although under two different 
contracts. Moreover, Polish tax administration excludes the possibility to artificially avoid a PE status 
through the splitting up of contracts motivated by geographic location of the construction sites or assembly 
works. They believe that it does not matter whether workers involved in carrying out the contract stay for 
12 months in the same place. What does matter, however, is whether activities taking place in different 
locations make up an integral part of a single project and then such a project must be considered a PE if it 
lasts for >12 months. This approach was adopted, for example, in the interpretation of the Head of KIS of  
11 December 2017.28

6   PEs of Polish resident enterprises abroad
The inconsistency of the position of Polish tax authorities is surprising as to the creation of PEs of Polish 
resident enterprises in overseas markets. Polish tax authorities argue that a PE is not created abroad even 
though employees of a foreign affiliate act on behalf of the Polish investor, are authorized to represent 
him, and habitually conclude contracts on his behalf.29 There was even one case in which the employees 
of the foreign affiliate could engage in a number of other activities, such as advertising and promoting the 
Company, transmitting information to and from the Company, organizing business meetings and promoting 
the Company at fairs and conferences, correspondence management, providing supplementary transport 
documentation, translation of documents, as well as receiving and transmitting complaints. Nevertheless, 
the Polish tax administration decided that these activities were of fully preparatory and auxiliary character 
and their goal was only to streamline Company’s operations by, e.g., ensuring efficient customer service 
in the foreign market, as well as attracting new clients through promotion and advertising. Consequently, 
advertising and promotional activities carried out for the Polish resident investor abroad are treated as 
preparatory and auxiliary and do not lead to the creation of a PE in another country, even though under 
different facts of the case when the issue concerned the creation of a PE in Germany, a similar scope of 
activities were indicative of overlapping operations performed by the affiliate and the German company.30

Apparently, criteria for the creation of a PE in other tax jurisdictions applied by Polish tax authorities 
substantially differ from those applied to PEs created in Poland. In order to create a PE in Poland, it suffices 
to perform activities little related with the business pursued by the principal company through people 

25 Similar position was presented by the Head of KIS in the tax ruling of 22 January 2018 (Ref. 0114-KDIP2-1.4010.351.2017.1.JC).
26 For instance, the tax ruling of 10 January 2018 (Ref. 0114-KDIP2-1.4010.304.2017.2.PW).
27 Tax Chamber in Warsaw in the tax ruling of 21 June 2016 (Ref. IPPB5/4510-459/16-4/RS).
28 Head of KIS in the tax ruling of 21 December 2017 (Ref. 0115-KDIT2-3.4010.261.2017.2.MJ).
29 For instance, Head of KIS in the tax ruling of 24 October 2018 (Ref. 0111-KDIB1-2.4010.350.2018.1.BG).
30 For instance, Head of KIS in the tax ruling of 22 January 2018 (Ref. 0114-KDIP2-1.4010.351.2017.1.JC).
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who establish contacts with clients but are not formally authorized to conclude contracts on behalf of the 
principal. On the other hand, to create a PE of a Polish company in another tax jurisdiction, activities of 
trade agents are not enough even when they are formally authorized to perform them.31 The above creates 
substantial uncertainty when it comes to launching activities abroad. If the stance of tax authorities as to 
the creation of a PE abroad is different than that of the taxpayer, domestic investor may be taxed twice in 
the home country and in the country where a PE is located.

7  Summary
To prevent further proliferation of certain common tax avoidance strategies used to circumvent the definition 
of a PE provided in the OECD-MC, the BEPS Action Plan called for a review of this definition. Unfortunately, 
in the BEPS era, global capital and profits are inherently mobile so that sourcing net profits appears to be 
a difficult exercise that can be referred to as the “source conundrum” [Garbarino, 2020, p. 3]. Since the PE 
definition failed to fulfill its historical purpose [Eisenbeiss, 2016, p. 481], the BEPS package introduced 
several changes to it in line with the SOF approach. However, the application of the SOF doctrine varies 
across countries [Zimmer, 2002, p. 61, Rosenblatt, 2015, p. 138].

Obviously, changes made to the OECD Model and Commentary in 2017 raise different issues with 
regard to the future application of the existing tax treaties (or of new treaties) which do not include the 
BEPS changes. Under such circumstances, the question is whether the interpretive position added to the 
Commentary in 2017 may have any legal impact on the interpretation of those treaties. This poses a problem 
that is typical in tax treaty interpretation, namely whether the change to the Commentary has a retroactive 
effect. The evidence provided in this paper demonstrates that decisions issued by Polish administrative 
courts and tax administration are based on BEPS 7 even though the provisions of double tax treaties and 
domestic regulations have not been amended. That is because Polish administrative courts follow the 
dynamic interpretation of the tax treaties [Janiszewska et al., 2019, p. 54].

Based on the study, most doubts surrounding the launching of business in Poland in the form of a PE 
consists in the delineation of exact conditions that trigger the creation of a PE (almost 77% of tax rulings). 
The creation of a PE is crucial for taxable presence in Poland and for identifying the scope of the allocated 
revenues and expenses (taxable income). One of most important problem areas is also the recognition of PE 
losses by the head office (almost 10% of the tax rulings) if such losses cannot be settled in the PE country. 
Factors such as reporting duties, income allocation, or settlement of expenses were addressed slightly less 
frequently. This means that there is a substantial level of uncertainty among investors in respect to the 
creation of a PE, as well as correct identification and allocation of taxable revenues and expenses that a PE 
generates. When it comes to the limitations of the study, we need to stress that a systematic analysis of all 
PE-related court rulings and individual interpretations would be the source of more valuable knowledge; 
however, the exercise does not seem necessary owing to the extensive research sample and individual 
factual states.

The lack of transparent tax regulations and the absence of legal certainty in respect to PE’s may be 
also reasons why the inflow of FDI to Poland decreases. That, in turn, translates into a smaller number 
of PEs, even though a PE is a form of investment beneficial from tax point of view. The aforesaid means 
that not so much the effective tax burdens but the regulatory ambiguity surrounding the tax obligations 
may contribute to the reduction of Poland’s attractiveness as a location for FDI. Officially, Poland has 
not adopted the MLI within the scope of preventing artificial avoidance of PE status. Hence, Poland has 
not adopted solutions related to the anti-abusive clauses preventing, i.e., artificial avoidance of PE status 
through agency agreements, by exploiting the exclusion of certain activities from the definition of a PE 
(anti-fragmentation rule), as well as the splitting up of contracts. Hence, as far as a PE of a non-resident 
enterprise is concerned, Polish double tax treaties will remain unchanged. Since clear divergences between 
how tax authorities approach the problem and what is provided for in double tax treaties lead to numerous 

31 For instance, Head of KIS in the tax ruling of 14 March 2018 (Ref. 0111-KDIB2-1.4010.373.2017.2.BKD).
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doubts and enhance the risk involved in foreign investors’ business operations, such a position should be 
critically reassessed.

In addition, further concerns arise with regard to using digital economy business models to which the 
current definitions of a PE do not fit. Putting the existing definitions in order and their practical application 
is a huge challenge not only to tax administration and legislators but also to entrepreneurs engaged in 
foreign investment. It holds also a great potential for future research.
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