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Preface

Dear Reader,
We present you with the 27th edition of the “Journal of Management and Fi-

nancial Sciences” . We hope that its content will make a valid contribution to the 
development of economic thought and foster a better understanding of complex 
issues discussed in it .

Paper by Anna Dąbrowska, Mirosława Janoś-Kresło and Małgorzata Radziu-
kiewicz “Polish Consumer on the Market of Fair Trade Products” discusses selected 
results of empirical studies conducted in 2013 within the framework of research 
project Polish Market of Fair Trade Products financed from the NCN funds, con-
cerning the Fair Trade idea and Polish consumer behaviour in the market of Fair 
Trade products . They demonstrated that Fair Trade idea is not a subject of interest 
to wider circles of Polish consumers .

Next paper “Role of Virtual Platform Operators in Transforming Consumer 
Goods Market” by Wojciech Paprocki discusses various business models in analogue 
and digital economies and the impact of their dissemination upon market changes . It 
describes the entering of the market and fostering the position of e-commerce leaders, 
with Amazon .com playing an increasingly prominent role . The Author highlights 
potential effects of a dominant market position of such an operator .

The aim of the next article “Issues Related to the Loans Action in the Opinions 
of the Customers and the Employees of a Commercial bank – United Bank S. C. 
in Ethiopia” by Piotr Feliks Borowski, Sufa Gemechu Balcha and Mahteme Girma 
is to investigate the cooperation between United Bank and firms in the loans field . 
The value of the research stems from the information gained from direct access 
to real cases from bank activities and from conducted interviews with both sides 
involved in the loan process . Direct deep interview and questionnaire are the formal 
mechanisms for gathering sensitive information .
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Preface8

The authors of the next paper Krzysztof Borowski and Małgorzata Lukasik 
in their article “Analysis of Selected Seasonality Effects in the Following Metal 
Markets: Gold, Silver, Platinum, Palladium and Copper” test the hypothesis of 
monthly, the day-of-the week and weekend effects of the precious metal markets 
quoted on the London Metal Exchange for gold, silver, platinum and copper . Cal-
culations presented in this paper indicate the absence of the monthly effect on gold, 
silver, platinum, copper markets but proved occurrence of monthly anomaly in the 
month of September on palladium market . In the analysed period day-of-the week 
effect has not been observed for any of the studied metal markets but the weekend 
effect has been registered on the gold and copper markets .

Paper “FDI Inflow to Special Economic Zones in Poland” by Tomasz Dor-
ożyński, Janusz Świerkocki and Wojciech Urbaniak aims at examining whether 
location in a particular region could be a factor determining the inflow of foreign 
direct investment to the Special Economic Zones . The study uses statistical methods . 
Their calculations have shown statistically significant positive relationships between 
FDI inflow to SEZs and coefficients that describe the attractiveness (collective and 
partial) and economic advancement of voivodships .

We wish you a pleasant reading .

Ryszard Bartkowiak,
Chairman of the Scientific Council and Dean of the Faculty

Michał Matusewicz,
Vice-Chairman of the Scientific Council and Vice-Dean of the Faculty
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Polish Consumer on the Market  
of Fair Trade Products

AbstrAct

Fair Trade is an organised social movement, a trading partnership based on dialogue, 
transparency and respect, whose strategy is to cooperate with marginalised producers and 
workers. The paper discusses selected results of empirical studies conducted in 2013 within 
the framework of research project Polish Market of Fair Trade Products financed from the 
NCN funds, concerning the Fair Trade idea and Polish consumer behaviour in the market 
of Fair Trade products. They demonstrated that Fair Trade idea is not a subject of interest 
to wider circles of Polish consumers. Polish consumers most willingly buy stimulants, 
tea, coffee, and food products. Many of them decide to buy such products influenced by 
ethical and environmental factors.

Keywords: Fair Trade, Fair Trade Products, Polish Consumers
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Anna Dąbrowska, Mirosława Janoś-Kresło, Małgorzata Radziukiewicz10

1. Introduction

Economic map of the world reveals profound differences in the level of economic 
and social development. Generally speaking, one might attribute this uneven distribu-
tion of development to differences in the course of economic processes, which provide 
practical explanation to the increase in inequality across the world1. The situation 
has been influenced by a variety of factors, such as, e.g. geographical conditions, 
technological changes, globalisation or types of pursued economic and social policy.

Nowadays, social inequality is one of the major civilisation problems while 
polarisation, – including huge gap between rich and poor countries or, more pre-
cisely, differences between the rich and the poor, – has become a characteristics 
typical of the 21st century. Against the background of contemporary understanding 
of economic welfare (measured with average per capita income in a given society), 
eliminating inequality and ensuring high standard of living to societies are the most 
acute problems to be solved in the contemporary world.

Poverty is the main reflection of these inequalities. Independently of whether 
we are dealing with the reduction of global inequalities or with their exacerbation, 
special attention must be paid to combating poverty so that all those who inhabit 
the planet Earth could satisfy at least their basic needs.

Reduction of poverty is addressed by the currently dominant concept of devel-
opment, i.e. sustainable development, which responds to the problems that emerged 
with an unprecedented force in the mid-20th century, connected with environmental 
(environmental crisis), social (combating poverty), economic (resulting from globalisa-
tion), or political and legal (obligations undertaken by governments and international 
organisations) issues. The idea is a socially recommended, economically viable and 
environmentally desired development strategy. It strongly accentuates goals resulting 
from the social deal, in particular those connected with ensuring enhanced welfare 
to families, fostering their material independence and security.

Fair Trade movement2 is one of the initiatives connected with cooperation aimed 
at combating poverty, promoting economic and social development, gradual limitation 
of the hegemony of states and multinational corporations from rich North, opening 
markets to partners from the South, and finally elimination of unfair trade practices, 
which, through classical exploitation, keep millions of people trapped in poverty.

1 See, inter alia, C. White, Understanding Economic Development. A Global Transition from Poverty 
to Prosperity?, Edward Elgar Publishing, Inc., Cheltenham–Northampton 2011, p. 55.

2 J. Stiglitz, Wizja sprawiedliwej globalizacji. Propozycje usprawnień, Polish Scientific Publishers, 
Warsaw 2007, pp. 91–104.
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This paper is intended to demonstrate to what extent Polish consumers are familiar 
with the idea of Fair Trade and what behaviour pattern they exhibit in the market 
of Fair Trade products. We discuss selected results of empirical studies conducted 
in 2013 within the framework of research project Rynek produktów Sprawiedliwego 
Handlu w Polsce (Polish Market of Fair Trade Products) financed from the funds of 
the National Science Centre (Polish: Narodowe Centrum Nauki)3.

2. Fair Trade Movement

Fair Trade is an organised social movement whose history began almost 60 years 
ago. Its outset, although presented in a variety of ways, is deeply rooted in the years 
following the World War II. In 1946 Edna Ruth Byler, an American and a member 
of the Mennonites community, upon her return from a travel to Puerto Rico with 
handmade embroidery pieces created by impoverished women, she started selling 
these products in Pennsylvania, USA. Shortly afterwards she expanded the volume 
of imported products, as well as the range of countries, from which they originated 
and her original project named SELFHELP Craft of the World developed into a phe-
nomenon in its own right and in 1996 it earned itself a new name of Ten Thousand 
Villages. The first store to sell “Fair Trade” products opened in the United States 
in 19584. The intention of these efforts was to assist poor people in little developed 
countries, especially those, who wanted to work and develop in order to be able 
to support their families and get sustainable income opportunities.

The first Fair Trade initiatives in Europe emerged in 1959 when a British organ-
isation Oxfam began to sell handmade products created by Chinese refugees in its 
stores. Increasingly active Oxfam engagement led to the launching of the “Bridge pro-
gramme” in 1964, which later has become Oxfam Trading, an initiative of alternative 
trade, which offered fair prices and new distribution channels to small manufacturers. 
Simultaneously, similar initiatives emerged in the Netherlands. In 1969 Oxfam and 
other humanitarian organisations in Europe opened the first store selling Fair Trade 
products “Third World Shop” (or Fair Trade Shop as they were called in other parts 

3 Rynek produktów Sprawiedliwego Handlu w Polsce (Polish Market of Fair Trade products), a research 
project No. 2011/03/B/HS4/03727 implemented in the years 2013–2014, financed by the National Science 
Centre. Within the framework of the project we conducted qualitative research, as well as quantitative 
studies on a representative sample of N=1002 Poles aged 15–74 in outlets where Fair Trade products are 
sold in five Polish cities: Kielce, Poznan, Warsaw, Wroclaw and the Tri-City (N=400). See: Rynek produktów 
Sprawiedliwego Handlu w Polsce, ed. M. Radziukiewicz, PWE, Warsaw 2015.

4 E. Fichtl, The Fair Trade Movement in Historical Perspective, www.ericfichtl.org/.../Fichtl_Fair-
TradeMovementHist (March 2015).
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of the world) in the Netherlands. These stores were crucial for the Fair Trade move-
ment, not just as outlets for products but also as places where consumers’ awareness 
was actively built5.

Fair Trade idea has also come to Poland. There are organised efforts that support 
fair trade going beyond a mere selling of Fair Trade products, such as the Polish Fair 
Trade Association called the “Third World and Us” (Polish: Polskie Stowarzyszenie 
Sprawiedliwego Handlu „Trzeci Świat i My”).

In accordance with the currently approved definition “Fair Trade is a trading 
partnership based on dialogue, transparency and respect that seeks greater equity 
in international trade. It contributes to sustainable development by offering better 
trading conditions to, and securing the rights of, marginalised producers and workers 
– especially in the South6. Fair Trade organisations, backed by consumers, are engaged 
actively in supporting producers, awareness raising and in campaigning for changes 
in the rules and practice of conventional international trade”7. Fair Trade’s strategic 
intention is to cooperate with marginalized producers and workers to help them 
to move from a position of vulnerability to security and economic self-sufficiency, 
to foster the position of producers and workers as stakeholders in their respective 
organisations, and to achieve greater equality in international trade8.

As stressed in literature, Fair Trade is based on a holistic vision of trade that takes 
account of the impact of social and environmental factors on pricing decisions, as 
well as on the commitment to the philosophy of social justice and development. Fair 
Trade goals have been very well captured by Littrell and Dickson, according to whom 
they concern the “empowerment and improved quality of life of producers”9.

Many years of practical experience of Fair Trade organisations have produced 
basic principles, which reflect the diversity of relationships involved in such trade. 
The most relevant of these principles are fair trade specific and inherently linked 
with its developmental objectives.

These include:
 – Market access for marginalised producers: Fair Trade helps producers realise 

the social benefit to their communities based on traditional forms of production, 

5 Ibidem. See also: SIXTY Years of Fair Trade. A Brief History of the Fair Trade Movement, November 
2006, http://www.european-fair-trade-association.org/efta/Doc/History.pdf (November 2013).

6 According to the Millennium Development Goals Report in 2010 the proportion of people living 
on less than $ 1.25 a day was: 48% is sub-Saharan Africa, 30% in Southern Asia, 14% in South-East Asia, 
and 6% in Latin America and Caribbean, The Millennium Development Goals Report – 2013, http://
www.un.org/millenniumgoals/pdf/report-2013/mdg-report-2013-english.pdf (June 2014).

7 World Fair Trade Organization, wfto.com/fair-trade/definition-fair-trade (November 2013).
8 E. Fichtl, The Fair…, op.cit., p. 1.
9 M. A. Littrell, M. A. Dickson, Social Responsibility in the Global Market: Fair Trade of Cultural 

Products, CA: Sage Publications, Thousand Oaks, after: E. Fichtl, The Fair…, op.cit.
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since many producers cannot get access to mainstream and high value-added 
markets or the access is granted via a lengthy and inefficient trading chain.

 – Sustainable and equitable trading relationships: economic dimension of these 
relationships takes account of direct and indirect costs of production, including 
the protection of natural resources and meeting future investment needs. Trading 
terms offered by Fair Trade buyers enable the producers and workers to maintain 
a sustainable livelihood.

 – Capacity building and empowerment: Fair Trade relationships help organisa-
tions of producers understand market conditions and trends, as well as develop 
knowledge and skills to better control their lives.

 – Consumer awareness raising and advocacy: consumer support enables FT 
organisations advocate and campaign for wider reforms of international trading 
framework to achieve the goal, which is fair trade.

 – Fair Trade as a “social contract”: Buyers, including final consumers, agree to pay 
more than conventional markets would require (e.g. fair price), while producers 
will use the benefits to improve their living conditions, especially amongst the 
most disadvantaged members of their organisation.
Additional Fair Trade dimension concerns decent working conditions. Fair Trade 

favours and actively promotes organisations of producers and workers as integral 
parts of Fair Trade developmental objectives. By ensuring transparent trading terms it 
enables and supports decent working conditions. Workers are supported in improv-
ing health and safety conditions. The rights of children are also respected as the 
involvement of children in family-based production units may not take place at the 
cost of their well-being, security, educational opportunities and the need for play.

Fair Trade’s vision and goal is to support small producers and workers at the 
margins of benefits resulting from trade. It strives to create the world where all small-
scale producers and workers would be able to benefit from secure and sustainable 
subsistence, use their potential, and decide about their future. The vision is identified 
through the following long-term goals:
Goal 1: Make trade fair – by creating conditions, in which small-scale producers may 
develop their businesses, workers may exercise their rights to freedom and decent pay, 
consumers are informed and expect (demand) fair trading practices, while public and 
private sectors support and enable arriving at economic, social and environmental 
sustainability in trade. More just trading terms are supposed to contribute to the 
accomplishment of other goals and the ultimate goal of a fair and sustainable trading 
system, to which Fair Trade aspires.
Goal 2: Empower small producers and workers – by improving their negotiating 
position vis-a-vis buyers/employers, making joint investments and increasing their 



Anna Dąbrowska, Mirosława Janoś-Kresło, Małgorzata Radziukiewicz14

collective impact, as well as supporting them in building independent democratic 
organisations.
Goal 3: Foster sustainable livelihoods – by enabling (via producer and worker 
organisations) improvements in income, decent working conditions, improved living 
conditions, and sustainable ecosystems10.

The above-listed Fair Trade’ goals are clearly linked and inter-dependent in as 
much as they lead to the achievement of sustainable livelihoods.

Fair Trade is the most important and the fastest developing market mechanism 
designed to improve the standard of living of producers in developing countries. 
Its objective is to offer them more equitable trading relations, including guaranteed 
minimum price higher than world prices and development aid.

Fair Trade is also criticised. It is perceived as a form of interventionism, which 
may bear positive fruits in a short-term rather than in a long-term perspective. On 
top of that, critics claim that its mechanism invites corruption, artificially increases 
supplies of Fair Trade products, and introduces out-of-the market regulations. High 
certification costs are also highlighted together with negative impact upon small-scale 
producers remaining outside of its framework.

3. What Do Polish Consumers Know About Fair Trade

Results of a study conducted in 2013 for the research project Rynek produktów 
Sprawiedliwego Handlu (Polish Market of Fair Trade products) revealed that Fair Trade 
idea is not very much appealing to wider groups of Polish consumers. The question: 
FT is a concept connected with ensuring decent pay for work and the shortening of dis-
tance between producers and consumers. Are you interested in the idea? was positively 
answered by slightly more than 1/3 rd of respondents (out of who 30% were rather 
not interested), the rest were not interested at all (Figure 1).

The interest in Fair Trade increases with age, although educational background, 
income and domicile also have an impact. The idea appeals mainly to women, not men, 
people from the age group 50–59, not younger (below 39) or older (above 60), living 
in big cities with more than 500 k inhabitants, not in towns of the population between 
100–500 k (statistically significant relationships), with net income exceeding PLN 2,500 
rather than below PLN 1,500 (statistically significant relationship), and with net 
income per household higher than PLN 5,000, rather than in the PLN 2,001–3,000 

10 Fairtrade Theory of Change, Fairtrade International December 2013, www.fairtrade.net/.../140112_
Theory_of_Change_an (June 2014).
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range (statistically significant relationships). We must bear in mind that Fair Trade 
products are normally sold at a higher price, they are also much more easily available 
in big cities, which surely effects consumer awareness and buying habits.

Figure 1. Polish Consumers’ Interest in Fair Trade

5

30

44

21

definitely interested rather interested rather not interested definitely not interested

Source: Report from the study: Polacy o Sprawiedliwym Handlu (Fair Trade according to Poles), conducted on a repre-
sentative sample for Poland (N=1002 aged 15–74), authors’ own study, 2013.

Among reasons why Fair Trade idea does not appeal to them, respondents men-
tioned first of all lack of faith in the efficiency of such efforts. This was followed, – the 
difference being 7 percentage points, – by major doubts as to whether consumer choices 
can make a real difference and improve living conditions in developing countries. 
Respondents also invoked their trust in the free market, unwillingness to change 
their habits, lack of faith into the idea itself, as well as fear of being misunderstood 
by their friends (Figure 2).

Figure 2. Reasons for the Lack of Interest in FT (% of Answers)

15

16

23

25

25

26

33

They are afraid of being misunderstood by their friends

One must be rich to implement the idea

They do not trust Fair Trade idea

They don’t like changing their habits

They believe in free market

They are not convinced about their real impact on improving
living conditions in developing countries

They don’t  believe such activities are effective

Source: see Figure 1.
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Polish equivalent of Fair Trade, “Sprawiedliwy Handel”, is little recognised by 
Polish consumers. The original term Fair Trade is more familiar as it is associated 
with products originating from Africa, Asia or South America and the Fairtrade 
certificate known from packaging. Most respondents associated Fair Trade with 
Fairtrade certified products.

We need to note that Fairtrade is one of the best recognisable certification marks. 
In the European Union, 36% of respondents were familiar with Fairtrade logo in 2012. 
However, its recognition varies significantly across Member States. More than half 
of the respondents in 17 out of 27 EU Member States declared they recognise it and 
recognition rate in the “old” Member States was much higher (43%) than in others 
where it was only 6%. Fairtrade logo is the most recognisable in the United Kingdom 
(81%) and the least recognisable in Spain (only 3%); in Poland it was recognised by 
5% of the respondents11.

The study conducted by GlobeScan in March 201112 demonstrated that 25% of 
Polish consumers covered by the study (it was the first time when Poland was included 
in a study that has been conducted regularly since 2008) associated the logo, and 
44% declared they trust it, which gave Poland a place in the bottom five among 24 
Member States included in the study. Fairtrade logo was the most trusted in the UK 
(90%), and the least trusted in Italy (21%).

The trust has rather solid foundations as certified products must comply with 
specific standards connected with fair pricing, improved working and living con-
ditions of farming communities and promoting farming practices that do no harm 
to people and are environmentally-friendly13. Almost every second person who 
recognised the Fairtrade mark was able to list some benefits that the system brings 
to small producers in the Third World countries, such as, e.g. higher income, ban on 
child labour or environmental protection.

As demonstrated in the discussion during qualitative studies14, Fair Trade is 
understood in two ways. Firstly, it is believed to be an aid scheme and its impact 

11 Europeans’ Attitudes Towards food Security, Food Quality and the Countryside, Special Euroba-
rometer 389, July 2012, pp. 27–28 (12.06.2014). The study was conducted in the 27EU Member States 
in March 2012 among people aged 15+ on a representative sample of 1000 consumers in Poland.

12 Fairtrade Recognition – GlobeScan Survey 2011, http/www.fairtrade.org.pl/a153 _rozpoznawal-
nosc_fairtrade_badanie_globescan_2011.html (April 2014). The survey was conducted online on a rep-
resentative sample of 506 consumers.

13 What is Fair Trade – Organic Consumers Association, https://www.organicconsumers.org/.../
What%20is%2... (November 2013).

14 Sprawiedliwy Handel w Polsce (Fair Trade in Poland), Report from qualitative study conducted 
for the needs of the research project Rynek produktów Sprawiedliwego Handlu w Polsce, IBRKiK, Warsaw 
2013. For more see: Rynek produktów…, op.cit.
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upon individual farmers was strongly accentuated. Thus the Fair Trade concept was 
narrowed to assistance activities.

Aid-related nature of Fair Trade was stressed mainly by respondents, who relatively 
rarely buy Fair Trade products. Their interest in the problems of Global South was 
occasional, often resulting from media reports on accidents resulting from incompli-
ance with safety standards (e.g. the Bangladesh disaster). Fair Trade was presented as 
a way of subsidising farmers from poor countries of Asia, Africa, and South America. 
We may say that buying a Fairtrade certified product was considered an act of charity. 
In this case stress was put on direct flow of funds from a buyer to a given farmer.

The second approach to Fair Trade was based on associations with conscious 
consumption and was represented by people interested in this theme15. These were 
mainly people who before buying a product carefully study its composition, origin 
or environmental impact. To these people Fair Trade meant not only purchasing 
products with Fairtrade certificate. To those consumers borderlines between Fair 
Trade and buying local products, minimising one’s consumption needs and recycling 
or interest in environmentally-friendly products and food production that does 
no harm to the environment were rather thin.

Consumers who declared interest in the idea associated Fair Trade predominantly 
with respect to other human beings, their dignity and needs (31% of responses; 
respondents could choose three answers) and caring for consumers (28%) but also 
with what people do for other people (23%), and taking care of the environment (22%).

Consumers decided their knowledge about problems of developing countries, 
sustainable development or Fair Trade was very limited. Knowledge connected 
with Fair Trade movement/idea scored the highest as 12% of respondents stated 
they knew a lot and 44% that they knew much about it; the highest proportion of 
respondents, however, declared they knew a lot about problems faced by developing 
countries (14%). Respondents, who knew much about Fair Trade (a lot and much) 
were women (61%) aged 30–34 (55%) with higher education (59%), and income 
ranging from PLN 3.001 to 4.000 (59%).

As social problems addressed by Fair Trade most respondents (the highest pro-
portion of responses) enumerated: combating poverty (29%), disconsent to child 
labour (28%), equal opportunities (24%), and observing human rights, which were 
most often listed first. “Allocating funds to relevant social goals that meet the needs 
of the majority” and “allocating funds for education” were the least appreciated 
(below 5%) among social issues to be sorted out by Fair Trade.

15 Conscious consumption is often understood as taking informed consumer decisions considering 
their economic, social, environmental, and political consequences.
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4. Fair Trade Products

Fair Trade is currently a global movement. It brings together (2013) 1210 pro-
ducer organisations from all over the world, including 624 organisations from Latin 
America and Caribbean, 404 from Africa and the Middle East, 182 from Asia and 
Oceania, which is by 5% more than in 2012 and over 1.4 m farmers and workers 
in 74 countries across the globe. Fair Trade products are sold in 125 countries and 
in 2012 consumers spent more than EUR 4.8 bn on them. In 2013 Fairtrade product 
buyers spent EUR 5.5 bn, which was almost 15% more than in 2012. Further increases 
in Fairtrade products buys were reported in all European markets with the strongest 
increases in new markets, such as the Czech Republic, Hong Kong, and the USA. 
In 2011 Polish consumers spent EUR 1.2 m, by 10% more than in 2010.

Fair Trade products include mainly: coffee, tea, cane sugar, cocoa, tropical fruit, 
spices, nuts, rice, wine, cotton, as well as handmade products and gold.

Table 1. Global Sales of Fairtrade Products in Selected Years

Product 2004 2009 2010 2012 2013 Change 2013/2004 (in %) 

Banana (MT) 80,641 311,465 286,598 331,980 372,708 462.2

Cocoa (beans; MT) 4,201 13,898 35,179 42,714 54,485 1,297.0

Coffee (green bean; MT) 24,222 73,781 87,576 77,429 83,709 345.6

Tea (MT) 1,965 11,524 12,356 11,649 11,375 578.9

Cotton (MT) – – – 9,005 7,817 86.8

Dried fruit (MT) 238 541 673 1,507 1,430 600.8

Flowers (1,000 stems) 13,008.85 335,893 325,210 536,669 623,907 4,796.0

Fresh fruit (MT) 5,157 20,091 17,307 12,094 13,329 258.5

Fruit juice (1,000 litres) – – – 37,166 42,577 114.6

Gold (grams) – – – 7,562 –

Herbs and spices (MT) – 578 407 637 1,795 310.6

Honey (MT) 1,239 2,065 2,038 1,319 1,808 145.9

Quinoa (MT) – 556 1,288 590 658 118.3

Rice (MT) 1,384 5,052 5,036 5,623 5,482 396.1

Sports balls (pcs.) – – – 152 108 71.1

Sugar (MT) 1,960 73,781 87,576 158,986 193,829 9,889.2

Vegetables (MT) – – – 436 706 161.9

Wine (1,000 litres) 617.7 11,908 32,527 16,432 20,934 127.4

Mt – Megaton (1MT = 1,000,000 tonnes), l – litre, pcs – pieces.
Source: based one: Strong Producers, Strong Future, Annual Reports 2013–2014, www.fairtrade.net (March 2015); 
Rynek produktów…, op.cit.
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Changes that took place over the period 2004–2013 – or shorter depending on 
the availability of data – in the value of sales are presented in Table 1.

Sales of most Fair Trade products listed in the table exhibits an increasing trend. 
The highest growth dynamics in the years 2004–2013 was reported for sugar, flowers 
and cocoa. Sales of some products, such as tea, cotton, dried fruits, and rice dropped 
in 2013 compared to 2012. However, taking account of sales in previous years, it is 
difficult to predict if the trend will continue.

5. Polish Consumer’s Behaviour Pattern

The main reason, and the most often selected first answer explaining why Polish 
people buy Fair Trade products was higher awareness of environmental issues followed 
by the reflection over what and how we buy and higher awareness of health aspects 
and eating preferences of respondents and their families (Figure 3).

Figure 3. Main Reasons Why Polish Consumers Buy Fair Trade Products*
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* People who shop in Fair Trade products outlets.
Source: Report from quantitative survey Rynek produktów Sprawiedliwego Handlu w Polsce, IBRKiK, Warsaw 2013.

Respondents more aware of environmental issues buy Fair Trade products once 
a month or more frequently (statistically significant relationship). Moreover, they are 
people aged 45 and more (the highest rate of responses), who live in Kielce. Consumers 
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aware of what they buy live in Warsaw, they have strong views and beliefs about 
Fair Trade idea. Those driven by their own or family’s health and eating preferences 
are aged 45 and more, with at least one child and net income per household up to 
PLN 3,000; they buy Fair Trade products at least once a month.

Food products from poor countries can be bought in restaurants, coffee shops, 
hyper- and supermarkets, as well as in the Internet stores. Only in Europe these 
products are available in more than 75,000 supermarkets. The biggest number – 800 
– stores with Fair Trade products can be found in Germany, Italy and the Netherlands16.

In Poland Fair Trade products are distributed predominantly by specialist food 
stores, the Internet and delicatessen chains. At the start these products were sold 
by small retailers, healthy food products and online stores. However, today coffee, 
tea, sugar, honey or spices originating from Fair Trade and labelled with its logo can 
increasingly often be found on shelves of big retail chains, such as Tesco, Carrefour 
or Marks & Spencer. Online stores also play their more and more important role.

Figure 4. Fair Trade Products Most Often Bought in Poland
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Source: see Figure 3.

Stimulants, tea, and coffee were the most often purchased Fair Trade products. 
Food products were also a popular category purchased by 43% people. Every tenth 
respondent would buy FT clothes (Figure 4). Stimulants, tea, and coffee were pur-
chased by the biggest number of people (the highest rate in answers) aged between 
30–34, with no children, living in Wroclaw (statistically significant relationship). 
People, who buy food products, and whose responses show statistically significant 
relationships, are also from the age group 30–34, employed, their household income 

16 M. Kosicka-Gębska, A. Tul-Krzyszczuk, J. Gębski, Handel detaliczny żywnością w Polsce, ed. II, 
SGGW, Warsaw 2011, pp. 177–178.
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does not exceed PLN 3,000, they live in Warsaw and purchase Fair Trade products 
once a month or more frequently.

Although the Fair Trade offer of handmade crafts includes a wide range of products 
from all over the world, such as baskets, sculptures, jewellery (pendants and neck-
laces), musical instruments, toys, textiles (towels, table cloth), interior decorations, 
ceramics they appear not to be very much appealing to consumers. Smaller interest is 
also surely due to little attractive offer: both when it comes to the assortment and the 
arrangement of outlets. Store owners claim that by limiting themselves to handmade 
crafts only they would quickly go bankrupt. Stores that sell only this line of FT prod-
ucts are usually treated as an additional source of income to its owners or as a hobby.

However, little diversified product offer and little availability of products in ordi-
nary stores are the aspects noticed only by those who have come across Fair Trade 
products during their stays abroad or those who invested some effort in finding 
information about them in the Internet. Our respondents in Poland told us that FT 
certified fresh fruit is unavailable (banana, pineapples), fruit juice or soya milk are 
also hard to find. Nevertheless, the range of products available in Poland and abroad 
is assessed as comparable. Our respondents complained, however, about limited 
number of products within one category when in the best case scenario they can 
choose between one or two types of certified coffee, while abroad they can choose 
from a range of products of different brands sold at different prices. According 
to people covered by the study, the selection of products other than food – shoes, 
clothing made of certified cotton, handmade crafts or cosmetics – is bigger abroad 
while in Poland they are rarely available (respondents noted that products that can 
be purchased in Poland come almost exclusively with environmental not Fairtrade 
certificates). In Poland respondents have not come across Fairtrade certified flowers 
or furniture although they saw such products abroad.

The frequency of buying Fair Trade products varies. They are bought once a week 
by only 6%, 1/5th buy them once a month, almost one in four respondents do it 
several times a month. Most answers, however, did not specify the frequency of such 
purchases and selected option “from time to time”.

Most people usually buy one or two Fair Trade products at a time. Almost ¼th of 
the respondents buy several different categories of Fair Trade products and the 
least answers suggested they buy them only in times of sales or at reduced prices. 
Respondents who buy 1–2 Fair Trade products at a time are usually (the highest rate 
of answers) men, aged 45 and more with income per household above PLN 4,000. 
This group of consumers includes also people living in Wroclaw and Tri-City who 
most often do shopping in organic food stores (statistically significant relationship). 
Those, who buy several FT products each time are mainly women, reassured about 
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what they know about Fair Trade idea and doing shopping at least once a month. 
Respondents who buy FT products in the times of sales or at reduced prices do it 
more rarely than once a month.

In most cases respondents buy a Fair Trade product placed on the market rather 
quickly although they give it some consideration. Every eleventh person likes being 
the first to have such a product. Ca. ¼th buy after their friends have already tested 
a particular product. People, who relatively quickly decide to buy a product are 
predominantly working women with university background, living in the Tri-City, 
reassured and aware of the Fair Trade idea.

Like any store, Fair Trade outlets need marketing effort. It has already been 
demonstrated on multiple occasions that the way products are arranged on display 
and shelves impacts sales and consumer interest. Merchandising exerts an impact 
upon consumer behaviour by interior decorations in the point-of-sale (e.g. Fairtrade 
logo) and the presentation of products (e.g. their descriptions together with the 
presentation of Fair Trade idea) and by that boosts sales, customer interest, as well 
as subjective value of product in consumers’ eyes.

Vast majority of people (73%) believe Fair Trade products are not properly 
presented, which no doubt translates into demand and interest in them. Only 16% 
of respondents were of different opinion. The rest were unable to come with an 
unambiguous answer. We need to note that among those, who purchase Fair Trade 
products more rarely than once a month the ratio increased to 78% (statistically 
significant relationship); similar result was scored with respect to those who are less 
reassured of their Fair Trade idea awareness17.

Figure 5. Possible Incentives for Buying Fair Trade Products
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Source: see Figure 3.

17 For more see: Survey conducted in Fair Trade outlets, N=400, scope: Kielce, Poznan, Warsaw, 
Wroclaw, Tri-City, August 2013. See: Rynek produktów…, op.cit.
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According to buyers of Fair Trade products, Poles’ buying decisions concerning 
these products could be influenced the most by advertising (38% of answers) and the 
promotion of the FT idea/social campaigns (31% of answers) (Figure 5).

It is quite likely that the increasing of the awareness of Polish consumers through, 
inter alia, educational activities and well prepared promotional campaigns in the 
points-of-sale could translate into higher dynamics of sales of Fair Trade products.

6. Conclusion

Fair Trade is based on the concept of responsible consumption and production. 
It is a social and economic model of development for firms and families, which 
enables meeting basic needs, development and improved living conditions. The goal 
is to fairly treat the producers in developing countries and help them receive fair 
prices for their products. That should contribute to the reduction of poverty, as well 
as ensure ethical treatment of workers and farmers.

Fair Trade products may face difficulties in competing with other products because 
of their price. However, many consumers decide to buy them taking account of ethical 
and environmental aspects. Increased interest in Fair Trade products is confirmed by 
data on their sales, which are increasing value-wise globally, in Europe, and in Poland.

In Poland the best-selling products include stimulants, tea, coffee, and food 
products. Other products are less popular. The range of Fair Trade products on offer 
available in Poland is still less impressive than in other countries. Nevertheless, we 
might expect that with adequate educational and marketing efforts interest in FT 
products could increase.
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1. Introduction

Microeconomics textbooks have for decades been outlining standard market 
models. Even if it is not stated explicitly, ideas of the market are described as follows: 
on the supply side of the market there are producers of consumer goods, while on 
the demand side we have consumers. It means the market is understood as a plat-
form of “B2C” (business to consumer) relations. In such a simplified description of 
the market, special role is played by relations between producers and employees, i.e. 
by the labour market. These relations, although they concern producers as buyers, 
make reference to a specific situation, in which consumers in order to acquire finan-
cial resources necessary to satisfy their needs, act as employees. Textbooks, which 
present only a simplified model of the market marginally discuss “B2B” (business 
to business) relations, where producers among themselves and in relations with trade 
organisations act in a dual role of buyers and suppliers.

The selection of content in many textbooks focuses, consciously or not, readers’ 
attention on relations that develop in the market among producers and consum-
ers. Apparently, as a result of changes in supply chains, observation and analysis 
of behaviours that shape relations among economic operators merit much more 
attention than before.

The rate of transformations in the global economy has accelerated due to the 
introduction and rapid dissemination of new, mainly digital technologies. Five stages 
of change are depicted in Figure 1.

Figure 1. Five Stages of Change in the Global Economy Since the 1980s

Source: Author’s own studies based on M. ten Hompel, Logistik 4.0. Es geht ums Ganze!, Fraunhofer IML–BVL, 
Dortmund–Frankfurt/M 2016, p. 37.
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The emergence of the first e-commerce operators by the end of the 20th century 
marked the development of the digital economy. Since the first decade of the 21st 
century, with the diffusion of mobile applications, an increasingly bigger group of 
consumers is giving up any relations with producers and traditional retail organisa-
tions. If they purchase (almost) all material and virtual goods that they need through 
one virtual platform only, they withdraw from other ways of acquiring information 
about goods, ordering them and making payments to manufacturers and retail 
outlets. In extreme cases, changes in consumer behaviour generated by operators of 
virtual platforms active at a global level, reduce “B2C” relations exclusively to rela-
tions between these operators and consumers. By doing so, producers of consumer 
goods and services get more and more often, and in extreme cases fully, covered by 
“B2B” relations.

This paper explores changes in the market of consumer goods, the role of operators 
of virtual platforms, as well as consequences of the discussed changes. The Author 
deploys the following research methods: abstract and deductive approach, model 
building, and studies of theoretical literature and media reports. Moreover, he uses 
knowledge acquired as a passive and active participant to meetings of international 
top management from operators competing for the leading position in global virtual 
trade market and supply chain services1.

2. Online Trade and the Idea of Omni-Channels

The period between 70,000 and 30,000 years ago when new ways of thinking and 
communicating appeared is considered one of the most critical periods in mankind’s 
development. The period is called the Cognitive Revolution2. At that time a man started 
building the first settlements and initiated an era when individual groups collectively 
living in a community started to perform different jobs. Food to be consumed by 
all the community was acquired only by some of its members unlike before when 
everybody was busy with finding it. The division of tasks forced out the adoption of 
food distribution rules, which required human intelligence of a higher order than the 
one accomplished in the age of small nomadic tribes. The next milestone in civilisa-
tion advancement, that we may consider the origin of the market, was the birth of an 

1 Author took part, inter alia, in the 3PL Summit in Venlo (NL) on 11–12 October 2016 and 33. 
Congress of Logistics BVL in Berlin (DE) on 18–20 October 2016.

2 Y. N. Harari, From Animals into Gods. A Brief History of Humankind, Dom Wydawniczy PWN, 
Warsaw 2014, p. 34.
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exchange economy. Since the amount of food and other articles started to exceed the 
needs of the local community, surpluses could be exchanged. Exchange of a “good 
for good” in the Neolithic, i.e. more than 5,000 years ago followed by the exchange of 
“goods for money” around 4,000 years ago shaped market relations, which remained 
almost unchanged until the end of the 20th century3. These relations were based on 
the transfer of ownership of consumer goods in the place where they were produced 
or sold or at service establishments when the buyer was taking goods over or using 
services and paying for purchasing them. In the 2nd half of the previous century the 
market got enriched with a new form, i.e. distance selling but the importance of this 
distribution channel has always been limited.

When describing the development of transaction channels we also need to remem-
ber that in the 2nd half of the 20th century non-cash settlements have started 
to widespread and replace cash transactions. A bill of exchange has been known 
to mankind for several thousand years but modern non-cash transactions began only 
several dozen years ago4. Electronic bank transfers and, first and foremost, credit 
cards and mobile payments opened up new opportunities of concluding commercial 
transactions leading to the situation when the majority of “B2C” transactions in the 
21st century are non-cash based5.

E-commerce was launched in the last decade of the 20th century when – together 
with online “B2B” purchase technology – electronic exchange of information was 
increasingly more frequently used for concluding contracts for the sale of consumer 
goods and services, i.e. in the “B2C” area. Until 2015 online commerce, in its primary 
PC technology and later with the use of mobile technologies (M-commerce), could 
be treated as an additional component that enriches the market and leads to the 
development of multichannels6. At that time, e-commerce was only a supplement 
to traditional channels7. It seemed that consumers will restrict their online purchases 
to several groups of products. Their list and estimated value of global online sales 
in 2016 are presented in Table 1.

3 R. Sédillot, Moral and Immoral History of Money, Wydawnictwo W. A. B., Warsaw 2002, p. 15.
4 Ibidem, pp. 384–387.
5 Ewolucja elektronicznych instrumentów płatniczych stosowanych w transakcjach typu lokalnego, 

14.07.2009, http://www.bankier.pl/wiadomosc/Ewolucja-elektronicznych-instrumentow-platniczych-sto-
sowanych-w-transakcjach-typu-lokalnego-1985872.html (3.11.2016).

6 S. K. Mourya, S. Gupta, E-Commerce, Alpha Science, Oxford 2015, p. 4.2.
7 S. Mohopartra, E-Commerce Strategy. Text and Cases, Springer, New York–Heidelberg–Dordrecht–

London 2013, p. 175.
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Table 1. Top Product Groups in Online Global Sales and Their Estimated Value in 2016

Product group Market value in 2016 [bn of USD] 

Clothes + footwear 223.5 (168.8 + 54.7) 

Consumer electronics 149.2

Luxury and hobby goods 113.9

Furniture and interior design 99.0

Physical media 65.4

Household appliances 64.5

Cosmetics and pharmaceuticals 57.9

Sources: Author’s own studies based on S. Buss, T. Bohnhoff, K. Werner, Contextual Commerce: Revolution oder 
Gimmick? Wie ‘Buy-Buttoms’ den ‘eCommerce-Markt’ Beeinflussen?, Statista, Hamburg 2016, p. 2.

Initially, economic operators involved in traditional, “analogue” retail trade 
perceived only functional advantages of the Internet, such as transaction channels 
available 365/24/7, i.e. all year round, every day, 24 hours a day8.

At the same time, two types of consumer behaviour were observed. Some consumers 
wanted to grasp the advantages of logistics services, which ensured the delivery of 
ordered goods by courier services. Others realised the inconvenience involved in the 
service consisting in the need of the recipient or someone authorised by her/him of 
being physically present at the moment of the delivery. The latter ones have agreed 
to co-participate in physical delivery of products. They are ready to receive the parcel 
from a specified retail outlet or from parcel collecting machines in their neighbour-
hood. They are also interested in new solutions, e.g. “ready to drop” whereby parcels 
are delivered right to one’s trunk using a virtual key9. Since November 2016 Deutsche 
Post has been offering another innovative solution that facilitates last mile consumer 
delivery services: any consumer may install a Paketbutler parcel mailbox. Besides the 
owner, access to the mailbox can be given to the courier through the M2M (machine 
to machine) technology, via which the server of virtual platform operator communi-
cates with the box lock. The exchange of data enables safe and easy delivery of parcels 
with simultaneous information to the recipient about the status of her/his delivery 
using appropriate application on a personal mobile device10.

The development of e-commerce can be described by quantitative changes but it 
mainly implies qualitative changes. Traditional retail trade has been enriched with 

8 E. Noren, The Traditional Retail Business Model, 28.01.2013, www.thedigitalbusinessmodelguru.
com (29.10.2016).

9 J. Kugel, Den digitalen Wandel gestalten: Erfolgsfaktor Führung, Simens – BVL, Berlin 2016, p. 6.
10 Deutsche Telekom macht Paketbutler bundesweit verfügbar, My Logistics 2016, www.mylogistics.

net (3.11.2016).
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new types of consumer service when it comes to the transaction channel, as well as 
to physical distribution of goods, goods in electronic form, and services. The process 
is about building omni-channels that are used by manufacturers to ensure possibly 
the best market penetration. We need to stress that e-commerce development within 
the scope and rate observed in the 2nd decade of the 21st century would not have 
been possible without innovative digital technology-based solutions, which helped 
develop new business models. Progress is driven by “obsess over customer” attitude. 
Consumer goods market leaders remain focused on customers who expect permanent 
availability, fast delivery and vast selection of goods at possibly the lowest prices11.

Typically of the 21st century, technological solutions linked with the use of auto-
mated robots capable of self-controlling their actions with artificial intelligence have 
got diffused in “B2C” and “B2B” areas. Digital economy is still at its initial stages. 
We already know better solutions limited to the application of “narrow” artificial 
intelligence that service only selected stages of business activity12. Another stage 
in the future may consist in making man-made machines capable of independently 
shaping the development of artificial intelligence. The possibility of such singularity 
in civilisation development was mentioned by J. von Neumann over 60 years ago13. 
In this next stage, a man may lose control over the development of machines. The 
threat was pointed out in 2014 by, inter alia, S. Hawking who stated that treating 
technology development leading to the creation of mature artificial intelligence as 
“science fiction” may be “potentially the biggest threat in the history of mankind”14.

If omni-channels are understood as the fields of economic activity where in the 
subsequent years new and the most technologically advanced solutions will be imple-
mented in the fastest way, exchange and production of material and virtual goods, as 
well as available services may become the main areas where a man will lose control 
over what happens to her/him and in her/his environment. Then principles formulated 
by human intelligence several thousand years ago will become obsolete. Individual 
ownership and rationality of equivalent exchange will not be valid any more. The 
right of an individual to protect her/his intimacy will also be waived. Consumers 
within omni-channels will become “defenceless nudists” in intellectual and physical 
terms surrounded with machines capable to proceed with their self-development.

11 R. Perticucci, Das europäische Logistiknetzwerk: ein Hub für Innovationen, Amazon – BVL, Berlin 
2016, p. 4.

12 M. Ford, Rise of the Robots. Technology and the Threat of a Jobless Future, Basic Books, Philadelphia 
2015, p. 229.

13 Ibidem, p. 233.
14 S. Hawking, S. Russell, M. Tagmark, F. Wilczek, S. Hawking: Transcendence Looks at the Implica-

tions of Artificial Intelligence – But Are We Taking AI Seriously Enough?, The Interdependent 1.04.2014, 
quoted after M. Ford, Rise..., op.cit., p. 233.
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3. Virtual Platform Operator

Economic operators in analogue economy were constantly working on developing 
and implementing new, innovative solutions that would give them advantage over 
their competitors. However, with the dissemination of computer technology and big 
players emerging in the retail sector they could use solutions based on previously 
known ideas, which were not mature enough to implement them successfully in 
the market.

At the turn of the 20th and 21st century some market participants started to suc-
cessfully apply new aggressive business models side by side with traditional ones. 
Their list and descriptions are included in Table 2.

Observing changes in the global market of consumer goods since the early second 
decade of the 21st century allows us to conclude that they are so dynamic that any 
attempt to describe market development is doomed to fail. Referring to our knowledge 
about the market of 2016 we may state that one of the most important reflections 
of changes consists in the emergence of an economic entity who wins competitive 
advantages over her/his competitors, as well as existing and potential suppliers, by 
acquiring characteristics of virtual platform operators.

Amazon.com is an American company operating since 1994. Market analysts 
assess that Amazon is an innovative enterprise active in three areas as a: Retailer, 
Service Provider, and Hardware Innovator15. Developments observed in the course 
of recent twenty years let us conclude that Amazon.com is becoming an economic 
operator whose scale and business methods go beyond models that we previously 
knew and were able to describe. An important breakthrough in the operations of 
Amazon.com as the Internet bookshop was the introduction of Kindle, a device 
designed as a digital text reader of virtual messages. The reader is a part of hardware, 
which together with messages and data transmission technology considered as soft-
ware have created a handy substitute of a hard copy book that “has been admired 
for the past five hundred years”16. Market expansion strategy of Amazon.com has 
brought spectacular success if we compare their market position with that of other 
leaders of digital economy not only in North America but also in Western Europe. 
Questionnaire based studies conducted in 2016 in Germany show that Amazon.com 

15 E. Noren, Analysis of Amazon Business Model, 8.07.2013, www.thedigitalbusinessmodelguru.com 
(29.10.2016).

16 R. L. Brandt, One Click. Jeff Bezos and the Rise of Amazon.com, Helion, Gliwice 2013, p. 131.
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was considered much more attractive than Google, Apple, and Facebook, which is 
illustrated in Figure 2.

Figure 2.  Attractiveness of Potential E-Commerce Offer and Other Virtual Services 
of Digital Economy Leaders (as at the 4th Quarter of 2016 in the German Market)

Source: M. Brandt, Amazon Fashion – warum nicht?, Statista, Hamburg 2016, https://de.statista.com (7.11.2016).

It is legitimate to consider Amazon.com a virtual platform operator, who uses and 
creatively develops digital technologies by implementing disruptive innovations. On 
the 26 October 2016 Amazon.com, as the first retail operator ever, started to receive 
voice communication technology messages from its customers disregarding the speci-
ficity of customer’s language. It is an initial stage of the functionality presently limited 
to the understanding of communications transmitted by a person speaking English 
or German. The development of new Echo devices and new software has enabled 
the application of technologies, which help develop and make available a universal 
solution that could guarantee human to machine communication in any language17.

“Echo” is a system of amplifiers and microphones, offered by Amazon.com to its 
customers to communicate with technological devices. Following years of using per-
forated cards, keyboards, joysticks or touchscreens, for the first time consumers have 
received a particularly valuable solution. A man may interactively communicate with 
the machine (human to machine to human communication) without even looking at 
it. It means a man (almost) not being distracted from activities that absorb her/his 

17 M. Skilton, Bilding Digital Ecosystem Architectures. A Guide to Enterprise Architecting Digital 
Technologies in the Digital Enterprise, Palgrave MacMillian, New York 2016, p. 52.
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vision may communicate with the machine by speaking out messages and listening 
to messages generated by the machine18.

Easy communication with the machine is the key to special attractiveness of 
Amazon.com offer as assessed by the consumers, which allows winning more new 
customers and increasing sales19. This is how Amazon.com has been becoming an 
entity representing the characteristics of a virtual platform operator, who, on the one 
hand, fosters his relations with consumers within “B2C” sphere and, on the other 
hand, eliminates producers from the “B2C” area. By using digital technologies the 
company is able to register, process, and create new data in huge volumes incompa-
rable to the volume of data collected by the biggest retail chains who use traditional 
customer service technologies.

4.  Changes in the Role of Virtual Platform Operator  
in the Market

“B2C” relations in the traditional market may be considered the starting point 
for the market entry of a virtual platform operator. Figure 3 depicts the development 
throughout three stages of market evolution. Stage one, within which producers 
remain in direct contact with consumers and there is no virtual platform operator 
in the market. In the second, transitory stage, the operator emerges and starts blocking 
the weakest producers in the market. By depriving them of direct contacts with the 
consumers, the operator boils down the producer’s role to a “B2B” supplier. Within 
the third target stage, the operator controls the market, or at least its fundamental 
segment of consumer goods. He becomes a monopolist in the market of consumer 
goods vis-à-vis the consumers, and an independent supplier in “B2C” sphere. Simul-
taneously, he becomes a monopsonist in the market of such goods vis–à vis producers, 
operating also as purchasers in the “B2B” area.

In digital economy, the role of a virtual platform operator as a “B2C” monopolist 
may imply a series of positive effects at a micro (i.e. for consumers) or global scale 
(for the world economy). By using state-of-the-art digital technologies a monopolist 
may benefit from the economies of scale, which will allow him to reduce consumer 
goods prices but at the same time to produce high profits. Obviously, the monopolist 
position of such a platform in the market should be understood in abstract terms. 

18 E. Kühl, Amazon Echo. Alexa. Ich bin dein Vater, Die Zeit, www.zeit.de (28.10.2016).
19 Ch. Roe, Developing a Culture of Disruption – from the Balance Sheet to the Shopfloor, 3PL Sum-

mit & Chief Supply Chain Officer Forum, Amazon, Venlo 2016, p. 3.
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In reality, in the perspective of the forthcoming years, no-one will ever accumulate 
such advantage in the market.

Figure 3.  Two Types of Market Relations: Direct “Producers-Consumers” Relations and 
“Producers – Virtual Platform Operator-Consumers” Relations

Source: Author’s own studies.
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Changes in the “B2B” segment should be assessed differently. Classical under-
standing of the role of a monopsonist in the market – and limitations in the opera-
tions of an economic entity that acts as such – seem generally insufficient to analyse 
changes in digital economy20.

Operators of virtual platforms (including Amazon.com) build their business 
model as if they totally ignored limitations connected with resources available in the 
global market. Vis-à-vis their customers, i.e. consumers, these operators create an 
illusion that “they can supply any amount of ordered goods”. In practice, the offer gets 
manipulated. When goods ordered by a consumer are unavailable, operator offers 
other goods expected to make an impression of a perfect substitute.

However, an important issue is the pressure of virtual platform operators on 
manufacturers. An operator who is the sole recipient of goods starts dictating con-
ditions, which the manufacturer may approve or withdraw from cooperation (take 
it or leave it situation).

Such relations at the “B2B” level may lead to uncontrolled impact of a virtual 
platform operator on the structure and geographical profile of production of specific 
products or groups thereof. A brand promoted by manufacturers, also its value, with 
the strengthening of the role of virtual platform operators are losing in importance, 
which consequently leads to real restriction of the freedom to choose products, as 
well as the efficiency and effectiveness of manufacturer’s operations.

5. Conclusion

The above presented considerations suggest that digital economy dramatically 
changes the role of manufacturers and consumers if a virtual platform operator enters 
the market and fosters his position with huge dynamics. The perspective of consumer 
goods market monopolisation becomes real when we take account of already visible 
effects of Amazon.com expansion in the USA, Canada, and in Western Europe. Sim-
ilar transformations are also observed in China, where the role of a virtual platform 
operator has been taken over by Alibaba.

New entities and new business models require further, more in-depth analysis. 
Attention should focus on the issue whether human intelligence will be dominated 
by artificial intelligence while shaping market relations. We should screen the theory 
of economics in seeking suggestions as to if and to what extent digital economy needs 

20 See D. Begg, G. Vernasca et al., Microeconomics, PWE, Warsaw 2014, pp. 390–391 and 394.
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a market regulatory authority. Another question to be considered is whether in the 
global market any regulatory authority could be effective at all.
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1. Introduction

The fast growing youth population in Africa, the urbanization expected to drive 
over 50% of Africans to cities by 2050, and Africa’s formalizing economy are all well 
known. Financial investors look for opportunities to earn superior returns in a spe-
cific time frame while minimizing their risks. Similar situation exists in Ethiopia. 
The Ethiopian economy is characterized by utilization of land-agriculture capital 
(40.2% of GDP), as well as development of its mineral resources, industry (14% of 
GDP), fast growing population (95.5 million) and a still high level of unemployment 
– according to official data – (16.8%). The government has launched its second growth 
and transformation plan to change this situation by restructuring the economy 
from agricultural-based to an industry-based one. Its successful implementation is 
dependent on the unlimited access to financial support1.

Economic activities such as the production process, marketing, agricultural 
activities, business transactions and services have played a significant role in the 
development of the country including the impact on the banking system. As the 
importance of money increased as an intermediary of exchange for almost all trans-
actions between individuals, businesses, countries and regions, the need for bank 
lending services has become a crucial factor to facilitate the exchange of goods and 
services. According to Abebe, new management techniques are required in order 
to increase the level of resources’ efficiency2. The role of a manager is to monitor and 
shape the internal and external environments and to anticipate changes and react 
quickly to them. Managers can access information through a variety of sources: 
customer and supplier feedback; professional, trade, and government publications; 
industry associations; and personal contacts3. In many countries financial institutions 
like banks are not only major creditors but are often the largest stockholders as well4. 
The strong and transparent financial performance of banks is important not only 

1 www.africaneconomicoutlook.org and www.tradingeconomics.com/ethiopia
2 M. Abebe, Policy and Institutional Reforms in Africa: A Succinct Review of the Challenges and Pockets 

of Achievements, “Journal of Business and Administration Studies” 2010, vol. 2, no. 2, SMU, Addis Ababa.
3 E. M. Benowitz, Principles of Management, Hungry Minds Inc., 2001.
4 D. Kieso, J. Weygandt, T. Warfield, Intermediate Accounting, John Willey & Sons, 2010.
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from their shareholders’ point of view but is also crucial for the whole economy as 
it helps the banks to perform their basic role as a financial intermediator effectively 
and to support country’s economic growth, especially in countries where financial 
and capital markets are underdeveloped5. The main goal of the research was to ana-
lyze the loan activity potential in Ethiopian financial system on the example of the 
selected bank as well as to indicate the role of the bank staff and borrowers involved 
in credit procedures.

2. The Banking System in Ethiopia

The modern banking system in Ethiopia was established in 1905, as a result of an 
agreement made between the Ethiopian Emperor Menelik II and a representative of 
the British National Bank of Egypt. Consequently, the Bank of Abyssinia was inau-
gurated in 1906 by the Emperor. In the 30 s the bank was bought by the Ethiopian 
government and the State Bank of Ethiopia was established by a proclamation in 1942. 
This bank was reorganized in 1963 into two different banks: the National Bank of 
Ethiopia and the Commercial Bank of Ethiopia6.

This period was characterized by the emergence of specialized banks like the 
Agricultural Bank of Ethiopia, the Investment Bank of Ethiopia and private banks 
like Banco De Roma, Addis Ababa Bank and Banco De Napoli7.

During the rule of the socialist Military Regime (1974–1991) all private banks 
were nationalized and amalgamated with the Commercial Bank of Ethiopia. It was 
the period when capitalism was abolished and the socialist economic system was 
imposed.

When the current political system came to power in 1991, the Ethiopian financial 
system was restructured according to the capitalist system and private banks were 
reestablished. As a result of this reform many private banks began operating in the 
country. Currently the number of private banks amounts to over fifteen. The National 
Bank of Ethiopia is the main regulator and supervisor of all financial institutions; 
it sets the rules and regulations in order to regulate the operations of private banks 

5 A. Haile, T. Getacher, H. Tesfay, Financial Performance Analysis of Selected Commercial Banks 
in Ethiopia, “EJBE” 2014, vol. 4, no. 2, AAU, Addis Ababa.

6 G. Mergu, R. Rao, The Penetration of Online Banking Service in Ethiopia – an Anaysis of Public and 
Private Sector Banks, International Journal of Marketing, Financial Services and Management Research, 
2014, vol. 3 (6), p. 184–189.

7 B. Gidey, Banking and Insurance in Ethiopia, Birhanina Selam Publishing Co., Addis Ababa 1994.
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and other financial institutions. The Ethiopian financial system, listed in the Table 1, 
consists 19 commercial banks, from which 3 are state-owned and 16 are private.

Table 1. Ethiopian Banking System

No. Name of the bank Ownership Established year Number of branches

1 Commercial Bank of Ethiopia State-owned 1963 644

2 Development Bank of Ethiopia State-owned 1901 32

3 Construction and Business Bank State-owned 1975 32

4 Awash International Bank Private 1994 180

5 Dashen Bank Private 1995 55

6 Wegagen Bank Private 1997 50

7 Bank of Abyssinia Private 1996 47

8 United Bank Private 1998 145

9 Nib International Bank Private 1999 45

10 Cooperative Bank of Oromia Private 2004 38

11 Lion International Bank Private 2006 20

12 Zemen Bank Private 2008 1

13 Oromia International Bank Private 2008 25

14 Bunna International Bank Private 2009 8

15 Berhan International Bank Private 2009 18

16 Abay Bank Private 2010 127

17 Addis International Bank Private 2011 31

18 Debub Global Bank Private 2012 23

19 Enat Bank Private 2012 12

Sources: National Bank of Ethiopia 2016, annual reports of selected banks.

One of the private banks in Ethiopia is United Bank, which will be used in a case 
study for this research. United Bank is one of the top seven banks controlling 90.4% 
of the total industry assets in Ethiopia, so it can provide reliable data for the research. 
United Bank was formed under the current regime. It was incorporated as a joint-stock 
company8 in 1998 in accordance with the Commercial Code of Ethiopia of 1960 and 
the Licensing and Supervision of Banking Business Proclamation No. 84/1994 (United 
Bank S. C. annual report 2015). The bank’s total number of staff listed in December 
2015 has reached 2,722 including managerial, supervisory and support staff (United 
Bank S. C. annual report 2015). Nowadays United Bank is a full service bank that 
offers its customers a wide range of commercial banking services in a network of 

8 In Ethiopia a joint-stock company is known as a share company (S. C.). 
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145 branches, with a number of additional outlets iin the pipeline. United Bank 
currently has 81 branches located in Addis Ababa, and 64 spread across major cities 
of the country (United Bank S. C. annual report 2016).

Organizations in the twenty-first century exist in the common market, where 
the distance between countries is shorter and effects of globalization are very easy 
to observe9. In the world of competition, the survival of any organization from any 
sector of the economy is directly dependent on the strategy of how the firm maximizes 
profit and minimizes cost. Porter in his well-known Porter on Competition outlined 
cost strategy10. Most firms try to hold down costs. A cost leadership competitive 
strategy goes beyond this. A business that pursues this strategy aims to be the low-
cost leader in an industry (sector). It usually does this by minimizing costs across 
the board. Managers increasingly use information technology (IT) to drive their cost 
leadership strategies. For example information technology helps Westdeutsche Bank 
pursue its low-cost competitive strategy. The German bank’s mortgage subsidiary’s 
strategic goal is to become the lowest-cost provider of real-estate loans for private 
customers through its branches in London and Germany. In order to accomplish 
this goal, management knew it had to streamline its entire loan-approval process11. 
Effective and efficient use of resources in general and of financial means in particular 
is of paramount importance for the improvement of productivity of any organi-
zation and for the country’s economic growth and development. For a sustained 
positive banking performance in the country, it is recommended that the banks 
invest more in interest bearing assets, mainly loans, to fully utilize their revenue 
generating capacity12. The effects of good loans and advances have contributed a lot 
to the growth of a bank extending into the economy at large. Hence a bank should 
be concerned about the quality of its credit procedures and techniques (United Bank 
Credit Training Material, 2001).

Banks are the most important intermediaries in the financial world. In the cur-
rent competitive environment, more and more lines of business, which need huge 
investment, are being opened. They are primarily financed through banks. They play 
the indispensable role of mobilizing resources from the public and lending them 
for investment in different businesses. In this regard the United Bank Etegue Taitu 
Branch carries out its share.

9 P. Borowski, Functioning of Companies on Regulated and Changeable Market, “International Con-
ference on Technology and Business Management” 2014, Dubai.

10 M. Porter, Porter on Competition, Harvard Business Review Press, 2008.
11 G. Dessler, J. Phillips, Managing Now, Houghton Mifflin Company, 2008.
12 A. Haile, T. Getacher, H. Tesfay, Financial Performance…, op.cit.
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Banks are mainly interested in accepting deposits for the purpose of lending them 
and thereby earning their own income13. In any national economy there will be people 
and institutions with surplus funds which they do not require for their immediate 
use, and wish to deposit them in banks for security reasons and to get income from 
interest. The bank would then lend the money to borrowers at an interest rate higher 
than what they pay to their depositors14.

Loans are the most important assets held by banks, and the loans they provide 
and the interest earned on them constitute the bulk of their incomes. But bank loans 
are also risky15. Among other things, bank interest rates on loans fluctuate and are 
influenced by the changes in economic development and government policy. The 
bank should be able to accommodate a decision made to reallocate capital, people, 
and technology to satisfy the surging demand for their products. Having a flexible 
design, like a tree bending in the wind, the bank should be able to deal with an 
unexpected jolt from the environment16.

The problem of default on loans is a reality. With this in mind banks formulate 
their loan policies in order to minimize the risk associated with loans. Moreover, 
sound and realistic loan policies provide further benefits to banks. It helps the offi-
cials to handle loan issues uniformly, avoid confusion and misunderstanding and 
simplify management work. Transparency in lending practices emanates from sound 
loan policy17.

For any organization which is provided with a loan for the establishment of 
a business or expansion of an existing one, it is a must that the borrower gets a return 
on the investment so as to be able to pay back the debt. Normally a bank expects 
a borrower to provide collateral it can resort to if there is a default. In practice, loans 
can be fully secured to indicate that the net realizable value of the collateral exceeds 
the amount of the obligation18.

Loans are essential to both parties, lenders and borrowers. The lender benefits 
from providing the loan to generate income in the form of interest; the borrower 
benefits from getting a loan in order to expand or establish any business, e.g. enter-
prise to provide him with income he can use to pay back his debt and to cover all 
his operational expenses.

13 L. Teferi, Banking and Risk Management, degree paper, Addis Ababa 2002.
14 G. Mengistu, Training Material on Credit Information & Follow up, Addis Ababa 2007.
15 M. Ehrhard, E. Brigham, Financial Management, South Western Cengage Learning, 2011.
16 L. Gomez-Mejia, D. Balkin, Management – People, Performance, Change, Prentice Hall, 2012.
17 T. Zeleke, Loan Advance Procedure, degree paper, SMU, Addis Ababa 2014.
18 J. Hoyle, T. Schaefer, T. Doupnik, Advanced Accounting, McGraw-Hill, 2011.
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3. Materials and Methods

In order to analyze the situation of loans in the United Bank, the researchers have 
used the descriptive research method – secondary and primary research and also the 
observation method. The descriptive method helps to outline the research setting as 
it is and also allows the use of both quantitative and qualitative approaches in order 
to obtain the desired result from the bank and to get detailed evidence about the 
problems. According to Malhotra19, descriptive research primarily aims at gathering 
knowledge about descriptions and explanations of the objectives of the study. At the 
beginning the researcher describes the things, events, and data which will be collected 
through questionnaires and interviews.

The primary data were gathered through structured questionnaires from the 
staff members of the bank engaged in the credit department as well as from clients 
involved in the credit process. The primary data were obtained from the employees 
and customers by distributing questionnaires, and conducting interviews. Moreover, 
document reviews were also used as the one of the main tools. A semi-structured 
interview with relevant officials (bank managers, credit analysts, loan officers and loan 
clerk) were carried out. Both open and close-ended questionnaires were distributed 
to some selected creditors of the bank and the loan officers. The reasons the question-
naire was used, were to protect the privacy of respondents, to gather a large amount 
of data from current customers who taken out loans, to gather a large amount of data 
within a specific period of time and due to its lesser cost than the other methods.

The secondary data were collected from different bank documents, from reviews 
which were used to gather information about similar problems investigated by other 
researchers as a base line. Researchers analyzed various credit manuals, policies, arti-
cles, scientific journals, magazines, bank annual reports, financial records, internet 
and other documents relevant to the study. Moreover, they have used their personal 
observations to examine how the United Bank Etegue Taitu Branch was performing 
in the area of the study. Direct observations were made in the credit department 
involved and in the loan advancing procedure and practice activities. This method 
benefited the research by providing accurate and representative data and results. By 
completing this study researchers were able to get a clear picture of the loan action 
in the Bank for the last five years.

19 D. Malhotra, F. Bricks, Marketing Research: An Applied Approach, Prentice Hall/Financial 
Times, 2007.
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4. Discussion and Results

This study attempts to consider the problem from the managerial and loan seekers’ 
point of view. It seeks to ascertain the reasons why only a few customers apply for loans 
from among the 3,680 of depositors (Customer Care from United Bank, 2016) at the 
branch under our evaluation. The Etegue Taitu Branch of the United Bank has 3,680 
depositors but only 47 creditors have taken a loan (Loan officer from United Bank, 
2016). Considering the importance of loans as a source of income for the bank, the 
researchers decided to analyze the branch’s lending department in order to determine 
why it has not managed to get more clients to take out a loan. The weaknesses in the 
procedures and the banks’ credit policies were examined in order to find the reason 
for the insufficient number of borrowers.

Questionnaires were distributed to the bank’s staff as well as to the bank’s cus-
tomers. Staff ’s education background and work experience are shown in Table 2, 
while borrowers’ education background is shown in Table 3.

Table 2. Education Background and Work Experience of the Bank’s Staff

Education Background of staff

Degree Postgraduate studies

Work Experience

Under 5 year 4 0

5–10 years 3 2

10–15 years 1 0

Over 15 years 0 0

Source: own research.

Most of the staff (9 out of 10) who work in the credit department in the Etegue 
Taitu Branch indicated work experience of less than ten years. In education range 
eight members of staff indicated degree level and two achieved more than a primary 
degree in their education background.

A conclusion from this information is that new, young staff may easily adapt to the 
new requirements, as well as create or postulate new solutions for the bank. They 
have potential for self-development and for continuing their progress in education.

In the group of clients, most of them (20 out of 24) achieved diploma level or 
more (degree, above 1st degree) although there are clients with minimum level of 
education (under 8, TVET or under 12th grade).
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Table 3. Educational Background and Years Stayed as Borrowers

No. Category* No. Percentage (in %) 

1 Education Background

Under 8 1 4

TVET 1 4

9–12th Grade 2 10

Diploma 9 37

1st Degree 10 41

Above1st Degree 1 4

Total 24 100

2 Years stayed as 
a borrower

Under 2 years 8 33

2–5years 7 29

Above 5 years 9 38

Total 24 100

* Under 8 – primary education
TVET – Technical and Vocational Education and Training
9–12th Degree – secondary education
Diploma – High School Diploma, Maturity Diploma, Ethiopian School Leaving Certificate
1st Degree – bachelor (undergraduate degree from a university or college)
Source: own research.

From the information included in Table 3 it can be concluded that the borrowers 
of Etegue Taitu branch represent different levels of education and after conducting 
direct interviews with the bank staff, it is obvious that some of the clients have no abil-
ity to write their own signature and have no knowledge about banking procedures 
and products.

Sometimes the answers for the same question were different depending on the 
group of respondents. It is interesting from a researcher’s point of view and it can be 
“input” material for further, more deep analysis. For example different answers were 
noticed for the following question: How long did it take to process a loan for appli-
cants? The answers from bank staff and borrowers are shown in Table 4 and Table 5.

Table 4. Time Required to Process Loan for Customer According to Bank Staff

No. How long does it take to process 
a loan for applicants?

Respondents’ work experience Percentage 
(in %) under 5 years 5–10 years 10–15 years

1 Under 7 days 0 0 0 0

2 8–14 days 0 0 0 0

3 15–30 days 2 4 0 60

4 Above 30 days 2 1 1 40

Total 10 100

Source: own research.
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Table 5. Time Required to Receive Loan from the Bank According to Customers

No. How long did it take to receive the loan from the bank?
Respondents

No. Percentage (in %) 

1 Under 7 days 5 21

2 8–14 days 2 8

3 15–30 days 5 21

4 Above 30 days 12 50

Total 24 100

Source: own research.

After examining answers presented in Table 4 and Table 5, it is noticeable that 
bank staff are more conservative in their answers than customers. Customers indi-
cated that it is possible to receive a loan from the bank even within one week, while 
the staff responded that loan procedures take more than two weeks. The overall 
interpretation of those answers shows that about 30% of clients haven’t noticed that 
a loan procedure took more than two weeks.

The next important information which can be drawn from Table 4 is the link 
between work experience and the answer about time required to process a loan appli-
cation. It is interesting to make additional analysis in order to identify if there is any 
correlation between staff ’s experience and their answer concerning time required 
to process an application. Pearson Correlation Ratio between work experience of 
bank staff and indicated time of loan procedure is 0.06. It is significant that there is 
no correlation between mentioned elements.

Table 6. Bank Staff Opinion About Problems with the Implementation Policy Manual

No. Do you agree that there are problems associated with 
implementing the lending policy manual of the bank? No. Percentages (in %) 

1 Strongly Agree 1 10

2 Agree 5 50

3 Neutral 0 0

4 Disagree 4 40

5 Strongly disagree 0 0

Total 10 100

Source: own research.

According to data in Table 6, 1 (10%) respondent replied that he/she strongly 
agrees that the bank has problems in implementing the policy manual. 5 (50%) 
respondents also replied that they agree that the bank has problems in implementing 
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the lending policy manual. 4 (40%) respondents disagreed that there are problems 
in implementing lending policy manual of the bank. It can be observed that those 
who agree and strongly agree are dominant (60%) in number of respondents. The 
fact that 60% of the respondents are admitting that there is a problem of normal 
implementation of the policy manual reflects the weakness of the bank in adequately 
and fairly assessing loan applicants. In addition, from direct observation, it can be 
concluded that the fact that the policy manual has a set of the rules and regulations 
created by the controller Bank of Ethiopia, i.e. National Bank of Ethiopia (NBE) is 
the reason behind it. So the bank cannot implement the policy as desired.

The same questions concerning the clients’ satisfaction and problems with receiv-
ing loans were asked directly to the Bank’s customers.

Table 7. Customers’ Opinion About Satisfaction with Bank’s Loan Procedure

No. Are you satisfied with the existing loan advancing procedure 
and practice at the United Bank of Etegue Branch?

Respondents

No. Percentage (in %) 

1 Strongly satisfied 2 8

2 Satisfied 5 21

3 Nuetral 2 8

4 Not satisfied 10 42

5 Strongly not satisfied 5 21

Total 24 100

Source: own research.

As indicated in the Table 7, 5 (21%) respondents replied that they are strongly 
not satisfied with the existing loan advance procedure of the bank. 10 (42%) respon-
dents were not satisfied with the existing loan advance procedure of the bank, 5 (21%) 
respondents answered that they are satisfied with existing loan advance procedure of 
the bank and 2 (8%) respondents replied that they are strongly satisfied with existing 
loan advance procedure of the bank. 2 (8%) respondents were neutral to the existing 
loan advance procedure of the bank. From the above table it can be observed that 
15 (63%) borrowers are not satisfied with the existing loan advance procedure. The 
number of customers who indicated problems with existing procedures is similar 
to the bank’s staff number who mentioned problems with implementing procedures.

As indicated in Table 8, 10 (42%) respondents agreed that there is a problem 
in the process of loan granting, 6 (25%) respondents replied that they are neutral 
in answering the question, 7 (29%) respondents replied that they did not face any 
problems in the process of loan granting, 1 (4%) respondent replied that he strongly 
disagrees that there might be any problems in process of loan granting. From the 
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table 8, it is possible to understand that more than 2/5ths of the branch borrowers believe 
that there is a problem in processing loans while one third do not see any problems.

Table 8. Customers’ Opinion About Problems with Receiving Loan

No. Do you agree that there are some problems in the process of 
obtaining a loan?

Respondents

No. Percentage (in %) 

1 Strongly Agree 0 0

2 Agree 10 42

3 Neutral 6 25

4 Disagree 7 29

5 Strongly disagree 1 4

Total 24 100

Source: own research.

Table 9. Problems with Applicants from Staff Point of View

No.
Do you agree that there are problems that applicants face 

during the lending procedure resulting in their failure to secure 
the funds?

No. Percentage (in %) 

1 Strongly Agree 3 30

2 Agree 6 60

3 Neutral 1 10

4 Disagree 0 0

5 Strongly disagree 0 0

Total 10 100

Source: own research.

Table 9 shows that 60% of the respondents replied that there are problems which 
applicants face during the lending procedure resulting in their failure to secure the 
funds and 30% of the respondents indicated that they strongly agree that the applicants 
face a problem during the lending procedures resulting in their failure to secure the 
funds and 1 (10%) respondent replied that he is neutral to the question.

As it can be observed from the above analysis of Table 9, even if there is a des-
ignated policy to follow up with the borrower, after granting a loan some of the 
loan officers and bank managers fail to meet the objectives, which exposes the bank 
to financial loss. It is amazing that 90% of the respondents, aware of the problem 
faced by loan applicants, have done nothing to solve them. The first move by the 
lending department should have been to investigate and to take action to solve 
the problems.
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Table 10. Credit Policy of the Bank

No. Did you get the credit policy as you expected? (In credit 
period, interest and discount?) 

Respondents

No. Percentage (in %) 

1 Strongly definitely 2 8

2 Definitely 3 13

3 Neutral 2 8

4 Not definitely 10 42

5 Strongly not definitely 7 29

Total 24 100

Source: own research.

Data in Table 10 indicate that 10 (42%) respondents didn’t get the credit policy as 
they expected in terms of credit period, interest and discount, 7 (29%) respondents 
replied that they strongly did not get the credit policy as they expected in the credit 
period, interest and discount, 3 (13%) respondents replied that they did receive the 
credit policy as they expected in the credit period, interest discount, 2 (8%) respond-
ents chose the answer “neutral” to that question and 2 (8%) respondents replied that 
they strongly definitely received the credit policy as they expected in terms of credit 
period, interest and discount.

After analyzing data in Table 10 it is possible to summarize that 71% of the 
respondents did not find the credit policy as they expected. Their expectations must 
have been based on the poor explanation given by loan officers.

Table 11. Lending Requirement

No. Do you agree that the lending requirements are difficult for 
you?

Respondents

No. Percentage (in %) 

1 Strongly Agree 3 13

2 Agree 12 50

3 Neutral 4 16

4 Disagree 2 8

5 Strongly disagree 3 13

Total 24 100

Source: own research.

Answers gathered in Table 11 indicate that 12 (50%) respondents agree that the 
lending requirements are difficult, 4 (16%) respondents replied “neutral” to that 
question, 3 (13%) respondents replied that they strongly agree that the lending 
requirements are difficult, 2 (8%) respondents replied that lending requirements 
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are not difficult for them, 3 (13%) respondents replied that they strongly disagree 
that the lending requirements are difficult. This indicates that for the most clients 
the bank’s requirements are difficult to fulfill. The bank needs to investigate the issue 
and re-address the borrowers’ complaints.

With this brief description of the problems one can notice that some difficulties 
exist, which should be defined more precisely in order to change and improve the 
lending procedure. These topics were discussed as the interview questions with the 
Head of Credit Department of Etegue Taitu Bank Branch of United Bank. The results 
of the interview are summarized below:

 – Inability to provide collateral,
 – Inability to meet the policy requirements,
 – Difficulty in understanding the loan policy from both borrowers and loan officers,
 – The unlimited time the process consumes,
 – Difficulties with provision of collateral and presenting a satisfactory business plan.

Table 12. Loan Service from Other Banks

No. Have you ever got loan service from another bank before?
Respondents

No. Percentage (in %) 

1 Yes 3 13

2 No 21 87

Total 24 100

Source: own research.

For the above question from the Table 12, 21 (87%) respondents replied that 
they did not get a loan from other banks before and 3 (13%) of the respondents got 
a loan service from other banks, other than the United Bank Etegue Taitu Branch. It 
signifies that most of the customers of United Bank have no experience in coopera-
tion with other banks. Next, clients were asked how they compare service in Etegue 
Taitu branch with other banks. Concerning the experience with other banks, only 
five clients gave an answer for this question.

As indicated in Table 13, 2 (8%) respondents replied that it takes a shorter period 
as compared to other banks when granting a loan, 1 (4%) respondent replied that 
it takes a similar period of time as compared to other banks when granting a loan,1 
(4%) respondent replied that it takes a longer period as compared to other banks 
when granting a loan and 1 (4%) respondent replied that it takes a very long period 
as compared to other banks when granting a loan. From these answers it can be seen 
that other banks operate in a similar way and Etegue Taitu branch takes no more or 
no less time in granting loans.
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Table 13. Loan Advance Procedure and Practice Time Taken

No.
How did you evaluate the United Bank Etegue Taitu loan 

advancing procedure and practice as compared to the other 
bank you borrowed from?

Respondents

No. Percentage
(in %) 

1 Takes very long period 1 4

2 Takes longer period 1 4

3 Takes similar time 1 4

4 Takes shorter period 2 8

5 No answer from respondent 19 80

Total 24* 100

* From the group of 24 respondents only 5 customers gave an answer because the others have had no experience 
with credits from other banks.
Source: own research.

Table 14. Loans by Sector of Economy

Sector of economy No. Percentage (in %) 

Agricultural Sector 0 0

Manufacturing 6 60

Domestic Trade & Service 1 10

Export 2 20

Import 1 10

Building & Const. 0 0

Transport Loan 0 0

Total 10 100

Source: own research.

The staff of Etegue Taitu branch reported that 60% of the loans are dedicated 
to manufacturing. Moreover, Table 14 shows that 30% of loans are granted in the 
international trade sector – Export and Import –. For the bank, as well as for the 
borrowers, the export and import transactions are affected by fluctuation in foreign 
exchange value. Borrowers involved in international trade should remember that 
currency exchange rate can change due to adverse foreign exchange rate movements 
that affect the home currency value.

From the above observation we can conclude that the bank emphasized manufac-
turing due to business viability and high demand in the sector. Commercial banks are 
guided by the need of the loan applicants rather than the policy of the government.
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Table 15. Problems Indicated by Staff and Customers

Staff Customers

There are problems with implementing the credit policy 
manual

The lending requirements are difficult

It takes too long to investigate borrowers’ financial 
history, credit worthiness and to perform detailed analysis 
before extending the loan

There are problems in the process of loan granting

Lack of communication with defaulters Did not find the credit policy as they expected

Mistakes on collateral estimation

Problems associated with eligibility criteria

Loan applicants fail because of problems they face during 
the lending procedure

Not satisfied with the United Bank’s loan advancing 
procedure

The major cause for non-performing loan from borrower 
is the use of the borrowed fund for another purpose

The short time for return of loan

Many loan applicants fail to get a loan because of their 
inability to provide collateral and to meet the policy 
requirements. However many creditors may have already 
obtained some measure of security for themselves

Difficulties with provision of collateral, the value of the 
collateral sometimes dropped dramatically. A creditor is 
considered fully secured

Source: own study based on survey results.

5. Conclusion

This study will allow the organization to streamline its system of lending to make 
the activity more profitable, to make necessary adjustments on how to raise its per-
formance effectiveness and efficiency and to analyze the problems relating to the 
loan granting procedure. It suggests how the bank can increase the satisfaction of 
its customers, and consider other ways of protecting the bank from failure in its 
operations and enable the managers to be aware of what is expected from them as 
professionals from loan seeking applicants.

The study can contribute ideas to improve the bank’s relation with businesses 
and the public in order to create more opportunities to provide more loan advances. 
The bank’s structure is not flexible enough to accommodate changes in the strategy 
or the environment. A well-designed structure should allow the organization to be 
innovative and adapt to changing circumstances.

The customers indicated that procedures are very complicated (63% of the 
respondents) and there are problems associated with implementing the lending pol-
icy manual of the bank (60% of the respondents). A large proportion of customers 
(63%) is also not satisfied with the existing loan advancing procedure and practice.
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As a result of this study the bank can be more concerned about the quality of 
its loan and advance processes and will enrich the knowledge and experience of the 
loan operating officers and enable them to see how the process they develop in the 
long run is used as a measure of their success.

Since short-term business borrowing involves the use of accounts receivable and 
inventories as collateral, the scale of investments is insufficient.

The study also provides the basis for planning and using efficient and effective 
loan advance process management in the organization.

The results of the conducted study may also be used as a basis for other researchers 
who want to study loans advances and procedures.

As an overall conclusion, we can advise that the banking system in Ethiopia should 
allow borrowers to take out loans for longer periods of time. Access to financial support 
in order to make long-term investments should be easier for investors. The current 
system of only offering short-term loans curtails investment in large-scale projects. 
Ethiopian banks should strive towards gaining a reputation of the ones who bring 
innovative services to neighboring countries in East Africa, and Ethiopian banks 
should be the leading banks which have an extensive presence throughout the region.

6. Recommendations

The following recommendations are put forward in the belief that it will help 
in improving the bank’s performance in its loan advancing procedure and practice, 
with proper risk management in action:

 – The bank lending policy needs to be revised and to be easily understandable 
depending on the situation and economic condition of the country.

 – Emphasis needs to be made on the importance of simplifying the credit process, 
credit customer handling and credit follow-up activities after credit disbursed.

 – Customer handling and credit follow-up activities after credit disbursed.
 – The bank does not appear to fully utilize its assets to generate income. The low 

level of loan clients to deposit clients shows a potential to increase more loans 
to generate more revenue. The bank is recommended mainly to invest in loans, 
to fully utilize its revenue generating capacity.

 – The bank should prudently analyze the loan approval process and procedures 
in order to have a better approach that will meet the objectives of the bank.

 – The bank should be more concerned about meeting individual investment needs 
rather than public ones.
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 – Since firms often find that they can borrow only if they put up some type of 
collateral to protect the bank, banks may write more flexible policies.

 – Finally, one of the most important recommendations is to forward the bank into 
globalization and adaptation track. Globalization refers to extending a compa-
ny’s sales, ownership, and/or manufacturing to new markets abroad. Free trade 
areas—agreements that reduce tariffs and barriers among trading partners—fur-
ther encourage international trade. More globalization means more competition, 
and more competition means more pressure to improve—to lower costs; to make 
employees more productive; and to do things better, faster, and less expensively. 
Adaptation means being willing to change parts of the organization when change 
is required. Adapting to the environment and adjusting to the situation are nec-
essary to keep the bank on the top. The bank should be organized so that it can 
adapt to cultural and environmental differences.

7. Limitation of the Research

The research was conducted as a case study in Etegue Taitu Branch so the number 
of respondents from the staff group directly involved in credit processing was only 
ten. The number of clients of this branch who cooperated as borrowers was only 24. 
The main limitation to the validity of the study is the fact that it could not include all 
banks. These numbers allow for a description of the credit problems of this branch 
but we can predict that there are similar situations in other branches of Ethiopian 
banks (based on own observation and informal discussion). In order to confirm this 
hypothesis a wider piece of research should be done in the future. Further studies 
are recommended that address those limitations.
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1. Introduction

Efficient market hypothesis (EMH), the center of the influential paper of Fama1, 
has been a cornerstone of financial economics for many decades. Although actual 
definitions differ from that formulated by Fama, the efficiency of markets prevents 
systematic beating of the market, usually in a form of above-average risk-adjusted 
returns. The problem of the financial markets efficiency, especially of equity markets, 
has been discussed in a number of scientific works, which has led to a sizable set of 
publications examining this subject. In many empirical works dedicated to the time 
series analysis of rates of return and stock prices, there were found statistically sig-
nificant effects of both types, i.e. calendar effects and effects associated with the size 
of companies. These effects are called “anomalies”, because their existence testifies 
against market efficiency. Discussion of the most common anomalies in the capital 
markets can be found, among others, in Simson2 or Latif et al.3.

One of the most common calendar anomalies observed on the financial mar-
kets are:
A)  Day-of-the-week effect – daily average rates of return registered on the stock 

market differ for various days of the week. One of the first works dedicated 
to this type of effect, was developed by Kelly4, who proved that the average 
rate of return of the US stock markets on Monday is lower than average rates 
of return for other days of the week. Empirical work of Hirsch5 confirmed the 
existence of the day-of-the-week effect. In his study, he examined behavior of 
the S&P500 index in the period from June 1952 to June 1985, proving that the 
index close on Monday was lower in 57% of cases than the index close on the 
preceding Friday. For other days of the week, the following trend was observed 

1 E. Fama, Efficient Capital Markets; A Review of Theory and Empirical Work, “Journal of Finance” 
1970, vol. 25, pp. 383–417.

2 E. Simson, Stock Market Anomalies, Cambridge University Press, Cambridge 1988.
3 M. Latif, S. Arshad, M. Fatima, S. Rarooq, Market Efficiency, Market Anomalies, Causes, Evidences 

and Some Behavioral Aspects of Market Anomalies, “Research Journal of Finance and Accounting” 2011, 
vol. 2, no. 9/10, pp. 1–14.

4 F. Kelly, Why You Win or Lose: The Psychology of Speculation, Houghton Mifflin, Boston 1930.
5 Y. Hirsch, Don’t Sell Stock on Monday, Penguin Books, New York 1987.
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– the index close on one session was higher than the index close on the previous 
session (Tuesday/Monday in 43% of observations, Wednesday/Tuesday in 55.6%, 
Thursday/Wednesday in 52.6%, Friday/Thursday in 58%). The day-of-the-week 
effect in the US market was also presented, among others, in the works of: Jaffe 
et al.6, French7, Lakonishok and Maberly8. The evidence for the UK market was 
examined by: Theobald and Price9, Jaffe and Westerfield10, Board and Sutcliffe11, 
Agrawal and Tandon12, Peiro13, Mills and Coutts14, Dubois and Louvet15, Coutts 
and Hayes16. Peiro17, Agrawal and Tandon18, Dubois and Louvet19 and Kramer20 
provided evidence of negative Monday and Tuesday returns for Frankfurt exchange. 
In works of Solnik and Bousquet21, Agarwal and Tandon22, there was found an 
evidence of negative Tuesday rates of return in Paris market, while Condoyanni 
et al.23 and Peiro24 demonstrated negative Monday and Tuesday rates or return 

6 J. Jaffe, R. Westerfield, C. Ma, A Twist on Monday Effect in Stock Prices: Evidence from the US and 
Foreign Stock Markets, “Journal of Banking and Finance” 1989, vol. 15, pp. 641–650.

7 K. French, Stock Returns and Weekend Effect, “Journal of Financial Economics” 1980, vol. 8, 
pp. 55–69.

8 J. Lakonishok, E. Maberly, The Weekend Effect: Trading Patterns of Individual and Institutional 
Investors, “Journal of Finance” 1990, vol. 45, pp. 231–243.
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on the same market and Barone25 in Milan. Research regarding rates of return on 
other market was performed in works of Kato et al.26, and also by Sutheebanjard 
and Premchaiswadi27. On the Polish market, findings regarding the day-of-the-
week effect were conducted among others by: Buczek28 and Szyszka29.

B)  Monthly effect – achieving by portfolio replicating the specified stock index, dif-
ferent returns in each month. The most popular monthly effect is called “January 
effect”, i.e. the tendency to observe higher average rate of return of stock market 
indices in the first month of the year. For the first time, this effect was observed 
by Keim30, who noted that the average rate of return on stocks with small cap-
italization is the highest in January. In the case of large and mid-capitalization 
companies the effect was not so perceptible. Although January was the best single 
month in the UK, the period from December to April consisted of months, which 
on average produced positive returns31. Bernstein32, taking into consideration the 
behavior of the US equity market in the period from 1940 to 1989, found the 
interdependence between rates of returns in each month. Modern researches, 
e.g. by Gu33 and Schwert34 show that in the last two decades of the twentieth 
century, phenomenon of the month-of-the-year effect was much weaker. This 
fact would suggest that the discovery and dissemination of the monthly effect 
in world financial literature contributed to the increase of market efficiency.

25 E. Barone, The Italian Stock Market: Efficiency and Calendar Anomalies, “Journal of Banking and 
Finance” 1990, vol. 14, pp. 493–510.

26 K. Kato, S. Schwarz, W. Ziemba, Day of the Weekend Effects in Japanese Stocks, “Japanese Capital 
Markets”, Ballinger, New York 1990.

27 P. Sutheebanjard, W. Premchaiswadi, Analysis of Calendar Effects: Day-of-the-Week Effect on the 
Stock Exchange of Thailand (SET), “International Journal of Trade, Economics and Finance” 2010, vol. 1, 
pp. 2010–2023.

28 S. Buczek, Efektywność informacyjna rynków akcji. Teoria a rzeczywistość, Warsaw School of 
Economics Publishing House, Warsaw 2005, pp. 51–55.

29 A. Szyszka, Wycena papierów wartościowych na rynku kapitałowym w świetle finansów behawio-
ralnych, Wydawnictwo Akademii Ekonomicznej w Poznaniu, Poznan 2007, pp. 141–146.

30 D. Keim, Size-related Anomalies and Stock Return Seasonality: Further Empirical Evidence, “Journal 
of Financial Economics” 1983, vol. 12, pp. 13–32.

31 M. Rozeff, W. Kinney, Capital Market Seasonality: The Case of Stock Returns, “Journal of Finan-
cial Economics” 1976, vol. 3, pp. 379–402; A. Corhay, G. Hawawini, P. Michel, Stock Market Anomalies, 
Cambridge University Press, Cambridge 1988.

32 J. Bernsten, Cycles of Profit, Harpercolins, New York 1991.
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C)  Other seasonal effects – the following calendar effects can be found in the finan-
cial literature:
1. The weekend effect – Cross35 found that markets tend to raise on Fridays and 

fall on Mondays. His findings generated a flood of research36. In the literature 
two ways of computing weekend rates of return are implemented. In the first, 
Friday close and Monday open prices are used, while in the second Friday 
close and Monday close prices are employed.

2. The holiday effect – markets before holidays or other trading breaks tend 
to rise. In the US there is a number of studies looking at this, e.g. Fields37, 
Ariel38, Lakonishok and Smith39 and Cadsby and Ratner40.

3. Within-the-month effect – positive rates of returns only occur in the first 
half of the month41.

4. Turn-of-the month effect – average rate of return calculated for the last day of 
the month and for three days of the next month, was higher than the average 
rate of return calculated for the month, for which the rate of return of only 
one session, was taken. Lakonishok and Smidt42 found that the four days at 
the turn-of-the-month averaged a cumulative rate of increase of 0.473% ver-
sus 0.0612% for any average four days periods. The average monthly increase 
was 0.349%, i.e. the DJIA went down during non-turn-of-the-month period.

Commodity market is one of the segments of the financial market, characterized 
by high heterogeneity of assets compared to the stock or bond markets43. It is often 
seen as a separate asset class, which in turn leads to low correlation of commodity 

35 F. Cross, The Behavior of Stock Prices and Fridays and Mondays, “Financial Analyst Journal” 1973, 
vol. 29, pp. 67–69.

36 J. Lakonishok, M. Levi, Weekend Effect on Stock Returns: A Note, “Journal of Finance” 1982, 
no. 37, pp. 883–889; J. Jaffe, R. Westerfield, The Week-end Effect…, op. cit., pp. 410–428; L. Condoyanni, 
J. O’Hanlon, C. Ward, Day of the Week Effects…, op. cit., pp. 159–174; R. Connolly, A Posterior Odds 
Analysis of the Weekend Effect, “Journal of Econometrics” 1991, vol. 49, pp. 51–104.

37 M. Fields, Security Prices and Stock Exchange Holidays in Relation to Short Selling, “Journal of 
Business” 1934, vol. 7, pp. 328–338.

38 R. Ariel, A Monthly Effect in Stock Returns, “Journal of Financial Economics” 1987, vol. 17, 
pp. 161–174; R. Ariel, High Stock Returns Before Holidays: Existence and Evidence on Possible Causes, 
“Journal Finance” 1990, vol. 45, pp. 1611–1626.

39 J. Lakonishok, S. Shmidt, Are Seasonal Anomalies Real. A Ninety-Year Perspective, “Review of 
Financial Studies” 1988, vol. 1, pp. 403–425.

40 C. Cadsby, M. Ratner, Turn-of-Month and Pre-holiday Effects on Stock Returns: Some International 
Evidence, “Journal of Banking and Finance” 1992, vol. 16, pp. 497–509.

41 R. Ariel, A Monthly…, op. cit., pp. 161–174; C. Kim, J. Park, Holiday Effects and Stock Returns: 
Further Evidence, “Journal of Financial and Quantitative Analysis” 1994, vol. 29, pp. 145–157.

42 J. Lakonishok, S. Shmidt, Are Seasonal…, op.cit., pp. 403–425.
43 R. Johnson, L. Soenen, Gold as an Investment Asset – Perspectives from Different Countries, “Journal 

of Investing” 1997, vol. 6, pp. 94–99.
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market rates of return with returns on the stock or bonds markets. The consequence 
of this fact is the possibility of constructing more diversified investment portfolio 
compared to a portfolio consisting solely of shares or bonds. Another factor in favor 
of investing in the commodity market is the ability to protect the investment portfolio 
from the negative effects of inflation. This type of investor’s preferences in building an 
investment portfolio is clearly visible in the period of increased inflation44. Another 
factor encouraging investors to carry out investments in the commodity market can 
be the threat of currency devaluation or the outbreak of armed conflict.

The aim of this article is to examine the prevalence of selected seasonality effects 
on the markets of the following metals: gold, silver, platinum, copper and palladium. 
Analysis of the seasonality effects will apply to monthly returns, returns over various 
days of the week and so-called weekend effect. In the process of analyzing weekend 
effect, close prices on Friday and open prices on Monday will be used. Statistical 
tests were conducted for metals quoted on the London Metal Exchange in the period 
from 1.01.1995 to 31.12.2015 for gold, silver, platinum and copper, as well as in the 
period from 1.01.1998 to 31.12.2015 for palladium. Prices of metals are taken from 
the Reuters.

2. Literature Review

In the scientific literature a statement can be found that the stock market is 
somehow predestined to record number of anomalies, whereas the foreign exchange 
is the most effective of all the markets45. It is worth noting that the number of sci-
entific researches dedicated to commodity market efficiency is lower than those of 
stock market.

Commodity market efficiency, in particular of the gold market, was presented 
in studies of Ball et al.46 and Ma47, who proved the existence of the weekend effect. 
The latter author divided the rates of return of Monday fixing gold price into two 
periods: before 1981 and after 1981. The first period was characterized by the presence 
of negative returns on Tuesdays and positive on Wednesdays, while in the period 

44 A. Górska, M. Krawiec, Badania efektywności informacyjnej w formie słabiej na rynku metali 
szlachetnych, “Zeszyty Naukowe Uniwersytetu Szczecińskiego” 2013, vol. 768, pp. 143–156.

45 K. Froot, R. Thaler, Anomalies: Foreign Exchange, “Journal of Economic Perspectives” 1990, vol. 4, 
pp. 179–192.

46 C. Ball, W. Torous, A. Tschoegl, Gold and the Weekend Effect, “Journal of Futures Markets” 1983, 
vol. 2, pp. 175–182.

47 C. Ma, A Further Investigation of the Day-of-the-Week Effect in the Gold Market, “Journal of Futures 
Markets” 1986, vol. 6, pp. 409–419.
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after 1981, negative returns were dominant during Monday sessions and no longer 
took place on Tuesdays. Similar conclusions were reached by Chang and Kim48, 
Chamberlain et al.49 and also by Johnston and Kracaw50. The study conducted by 
Coutts and Sheikh51 denied the existence of the January effect on the gold market. 
The work of Tully and Lucey52 proved the existence of significant negative returns 
on Mondays only on the gold market, but not on the gold futures contracts market. 
The authors showed weakening of Monday effect in years, in which their analysis was 
carried out. Lucey53 proved existence of some seasonal effects in the metal market. 
According to his research on the LME in the period of 1989–2002 for aluminum, 
copper, zinc, lead and nickel prices, the lowest and negative average rate of return 
was observed on Mondays, while the Tuesday average rate of return was the highest, 
with the Friday being the second highest. The main conclusion of this work was the 
statement that the metal market showed the stereotypical pattern of daily sea sonality 
that was commonly described in the literature concentrating on equity markets. 
MacDonald and Taylor54 tested for cointegration for four metals in the LME for the 
period of 1976–1987. They conclude that the copper and lead futures markets can 
be considered efficient but reject the EMH for tin and zinc. Based on the analysis of 
gold prices in the US market Tschoegle55, Solton and Swanson56 and Aggarwal and 
Soenen57 concluded that the gold market is efficient. A similar deduction was reached 
by Mayo58 and Smith59, who tested the random walk hypothesis for the morning and 

48 E. Chang, C. Kim, Day of the Week Effects and Commodity Price Changes, “Journal of Futures 
Markets” 1988, vol. 4, pp. 229–241.

49 T. Chamberlain, S. Cheun, C. Kwan, Day of the Week Patterns in Futures Prices: Some Further 
Results, “Quarterly Journal of Business and Economics” 1988, vol. 29, pp. 68–89.

50 E. Johnston, W. Kracaw, Day of the Week Effects in Financial Futures: An Analysis of GNMA, T-bond, 
T-note and T-bill Contracts, “Journal of Financial and Quantitative Analysis” 1991, vol. 26, pp. 23–44.

51 J. Coutts, M. Sheikh, The January Effect and Monthly Seasonality in the All Gold Index on the 
Johannesburg Stock Exchange 1987–1997, “Applied Economics Letters” 2000, vol. 7, pp. 489–492.

52 E. Tully, B. Lucey, Seasonality, Risk and Return in Daily COMEX Gold and Silver Data 1982–2002, 
IIIS Discussion Paper no. 57, Institute for International Integration Studies, Dublin 2003.

53 B. Lucey, Daily Seasonality in LME Base Metal Returns 1989–2002: A Robust Analysis, 2003, Avail-
able at SSRN: http://dx.doi.org/10.2139/ssrn.368301

54 R. MacDonald, M. Taylor, Metal Prices, Efficiency and Cointegrations: Some Evidence from the 
LME, “Bulletin of Economic Research” 1988, vol. 40, pp. 535–239.

55 A. Tschoegl, Efficiency in the Gold Market – A Note, “Journal of Banking and Finance” 1980, vol. 4, 
pp. 371–379.

56 M. Solton, P. Swanson, On the Efficiency of the Markets of Gold and Silver, “Journal of Business” 
1981, vol. 54, pp. 453–478.

57 R. Aggarwal, L. Soenen, The Nature and Efficiency of the Gold Market, “Journal of Portfolio Mana-
gement” 1988, vol. 14, pp. 18–21.

58 H. Mayo, Wstęp do inwestowania, Wydawnictwo K. E. Liber, Warsaw 1997.
59 G. Smith, Tests of the Random Walk Hypothesis for London Gold Process, “Applied Econometrics 

Letters” 2002, vol. 9, pp. 671–674.
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afternoon fixing, as well as the close price of gold in London. Weak form of market 
efficiency of gold, silver, platinum and palladium was also demonstrated in the work 
of the Gorska and Krawiec60.

In summary, there has not been consensus about the efficiency of metal markets. 
One reason of the heterogeneous results are the different test setups and the second 
– analyzing market efficiency of metals quoted on the London Metal Exchange from 
a single-market perspective61.

3. Data and Methods

The test for equality of two average rates of return will be applied in the case of 
hypothesis testing. According to the adopted methodology, the survey covers two 
populations of returns, characterized by normal distributions. On the basis of two 
independent populations of rate of returns, which sizes are equal to n1 and n2 respec-
tively, the hypotheses H0 and H1 should be tested with the use of statistics z62:

z = r1 − r2
S1
2

n1

+ S2
2

n2

⎛
⎝⎜

⎞
⎠⎟

where:
r1  – average rate of return in the first population,
r2  – average rate of return in the second population,
n1 – number of rates of return in the first population,
n2 – number of rates of return in the second population,
S1
2   – variance of rates of returns in the first population,

S2
2   – variance of rates of returns in the second population.

The null hypothesis H0 and alternative hypothesis H1 can be formulated as follows:

H0 : E r1( )= E r2( )

H1 : E r1( )≠ E r2( )

60 A. Górska, M. Krawiec, Badania…, op. cit., pp. 143–156.
61 S. Otto, A Speculative Efficiency Analysis of the London Metal Exchange in a Multi-Contract Frame-

work, “International Journal of Economics and Finance” 2011, vol. 3, pp. 3–16.
62 M. Osińska, Ekonometria finansowa, PWE, Warsaw 2006, pp. 43–44.
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In particular:
For the analysis of the monthly rates of return, if r1  is the average rate of return 

in month X, then r2  is the average rate of return in all other months, except month X, 
on the metal market.

For the analysis of the rates of return on individual days of the week, if r1  is the 
average rate of return on day Y, then r2  is the average rate of return in all other days, 
except day Y, on the metal market.

For the analysis of weekend effect, if r1  is the average rate of return calculated 
with the use of Friday close and Monday open prices, then r2  is the average rate 
of return calculated for other day open and close prices (Tuesday open/Monday 
close, Wednesday open/Tuesday close, Thursday open/Wednesday close and Friday 
open/Thursday close) on the metal market.

In all analyzed cases, z statistic and the p-value are calculated. If the p-value is less 
than or equal to 0.05; then the hypothesis H0 is rejected in favor of the hypothesis H1. 
Otherwise, there is no reason to reject hypothesis H0.

4. Analysis of Results

4.1. The Analysis of the Monthly Effect

The prices of gold, silver, platinum and copper in the period from 1.01.1995 
to 31.12.2015 are presented in Figures from 1 to 4, and of palladium in the period 
from 1.01.1998 to 31.12.2015 in Figure 5.

Figure 1.  The Daily Gold Prices in USD/Ounce in the Period from 1.01.1995 
to 31.12.2015
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Figure 2.  The Daily Silver Prices in USD/Ounce in the Period from 1.01.1995 
to 31.12.2015
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Source: own calculations based on Reuters.

Figure 3.  The Daily Platinum Prices in USD/Ounce in the Period from 1.01.1995 
to 31.12.2015
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Figure 4.  The Daily Copper Prices in USD/Tone in the Period from 1.01.1995 
to 31.12.2015
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Figure 5.  The Daily Palladium Prices in USD/Ounce in the Period from 1.01.1998 
to 31.12.2015
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The monthly average rates of return for each metal and for each month are pre-
sented in Appendix – Table 6. The number and percentage of positive and negative 
monthly returns on the metal market for each month are presented in Table 1.

Table 1.  The Number and Percentage of Positive and Negative Monthly Returns on the 
Markets of: Gold, Silver, Platinum, Copper and Palladium
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Ja
nu

ar
y

Fe
br

ua
ry

M
ar

ch

Ap
ril

M
ay

Ju
ne

Ju
ly

Au
gu

st

Se
pt

em
be

r

Oc
to

be
r

No
ve

m
be

r

De
ce

m
be

r

Nu
m

be
r o

f p
os

itiv
e 

ra
te

s 
of

 re
tu

rn

Gold 10 13 8 11 10 10 8 16 15 8 12 10

Silver 14 14 14 14 14 14 14 14 14 14 14 14

Platinum 15 15 15 15 15 15 15 15 15 15 15 15

Copper 13 13 13 13 13 13 13 13 13 13 13 13

Palladium 16 10 11 8 7 6 11 8 11 12 10 11

Nu
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Gold 11 8 13 10 11 11 13 5 6 13 9 11

Silver 7 7 7 7 7 7 7 7 7 7 7 7

Platinum 6 6 6 6 6 6 6 6 6 6 6 6

Copper 8 8 8 8 8 8 8 8 8 8 8 8

Palladium 2 8 7 10 11 12 7 10 7 6 8 7
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Gold 47.62 61.90 38.10 52.38 47.62 47.62 38.10 76.19 71.43 38.10 57.14 47.62

Silver 66.67 66.67 66.67 66.67 66.67 66.67 66.67 66.67 66.67 66.67 66.67 66.67

Platinum 71.43 71.43 71.43 71.43 71.43 71.43 71.43 71.43 71.43 71.43 71.43 71.43

Copper 61.90 61.90 61.90 61.90 61.90 61.90 61.90 61.90 61.90 61.90 61.90 61.90

Palladium 88.89 55.56 61.11 44.44 38.89 33.33 61.11 44.44 61.11 66.69 55.56 61.11
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Metal
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Gold 52.38 38.10 61.90 47.62 52.38 52.38 61.90 23.81 28.57 61.90 42.86 52.38

Silver 33.33 33.33 33.33 33.33 33.33 33.33 33.33 33.33 33.33 33.33 33.33 33.33

Platinum 28.57 28.57 28.57 28.57 28.57 28.57 28.57 28.57 28.57 28.57 28.57 28.57

Copper 38.10 38.10 38.10 38.10 38.10 38.10 38.10 38.10 38.10 38.10 38.10 38.10

Palladium 11.11 44.44 38.89 55.56 61.11 66.69 38.89 55.56 38.89 33.33 44.44 38.89

Source: own calculations.

Figure 6.  The Percentage of Monthly Positive and Negative Returns in Each Month 
for Gold
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Source: own calculations.

In the analyzed period, on the gold market the positive monthly returns were 
the most frequently observed in August –  in 76.19% of all observations – see 
Figure 6. The second, third and fourth months in which the positive returns were 
most frequent were: September (71.43%), February (61.90%) and April (52.38%). 
In turn, the months with the highest percentage of negative monthly returns were 
March, July and October – negative returns were observed in 61.90% cases. In the 
months of: January, May, June and December negative returns occurred in 52.38% 
of situations.
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Figure 7.  The Percentage of Monthly Positive and Negative Returns in Each Month  
for Silver
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Figure 8.  The Percentage of Monthly Positive and Negative Returns in Each Month  
for Platinum
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In the analyzed period on the silver market the positive monthly returns occurred 
more frequently in January and September – in 66.67% of observations – see Figure 7. 
These two months were followed by months of July and December, in which the 
positive monthly rates were noted in 57.14% of cases. On the other hand, negative 
monthly rates of return occurred most frequently in the month of June (71.43%) and 
also in March and October (66.67%).

January was the month, in which the highest percentage of positive monthly 
returns was recorded on the platinum market (71.43%) – see Figure 8. The second 
highest percentage of positive returns took place in February and July – in both 
months it was recorded at 66.67% level. On the other hand, the most negative rate of 
return occurred in the month of September (61.10%) and in the months of March, 
June and October – 52.38% of all observations.

Figure 9.  The Percentage of Monthly Positive and Negative Returns in Each Month 
for Copper
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Source: own calculations.

Regarding the copper market, the highest percentage of monthly positive returns 
was recorded in July (71.43%), followed by January (61.90%) – see Figure 9. The neg-
ative rates of returns were most common in the months of October and December 
–57.14% of all observations.

On palladium market monthly positive returns took place most frequently 
in January (88.89%), which was followed by October (66.69%) – see Figure 10. In the 
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months of March, September and December they occurred in 61.11% of all obser-
vations. The negative monthly rates of return were achieved on palladium market 
in June (66.69%) and May (61.11%).

Figure 10.  The Percentage of Monthly Positive and Negative Returns in Each Month 
in Palladium Market
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The percentage share of positive returns on the market of all analyzed metals, 
amounting to over 50%, was the highest in the following months: February, Sep-
tember and November. On the other hand, in January, March, April, July, August, 
October and December the percentage of positive returns was greater than 50% on 
the market of 4 out of 5 metals, but in May and June only on the market of 3 out of 
5 metals. The percentage of negative monthly rates of return was greater than 50% 
on the markets of 2 out of 5 metals in the months of May and June – see Figure 11.

The January effect should have been considered only in the case of palladium 
– the monthly average rate of return for that month amounted to 4.55% and was the 
highest in comparison with the other monthly average rates of return. The highest 
monthly rates of return in February were reported for silver (3.54%) and platinum 
(3.63%). The highest monthly rate of return for gold and copper occurred in the fol-
lowing months: September (2.23%) and July (2.50%) respectively. The lowest monthly 
rate of return for silver and palladium were recorded in June: –2.27% and –2.22% 
respectively, and for gold and copper in October: –1.04% and –1.56% respectively. 
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On the platinum market the lowest monthly rate of return occurred in the month 
of September and was equal to –1.19%.

Figure 11.  Number of Times When the Percentage of Positive and Negative Rates of 
Return Was Higher Than 50% for All Analyzed Metal Markets
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The results obtained in the process of testing statistical hypotheses for the monthly 
returns on analyzed metals, are presented in Table 2.

The results allow drawing the following conclusions:
1. In the case of gold, there was no reason to reject the null hypothesis for each 

of the analyzed months. This indicates that the effect of month of the year did 
not occur in the analyzed period.

2. In the case of silver, there was no reason to reject the null hypothesis for each 
of the analyzed months. This indicates that the effect of month of the year did 
not occur in the analyzed period.

3. In the case of platinum, there was no reason to reject the null hypothesis for each 
of the analyzed month. This indicates that the effect of month of the year did 
not occur in the analyzed period.

4. In the case of palladium, the null hypothesis was rejected in favor of the alterna-
tive hypothesis for the month of September. This fact indicates the occurrence 
of the effect of the month on the analyzed metal market. For all of the remaining 
months, the null hypothesis was not rejected, which indicates that the effect of 
month of the year did not occur. It is worth mentioning that p-value calculated 
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for monthly rates of return in January and December was equal respectively 
to 0.08 and 0.07, and was close to the significance level (0.05).

5. In the case of copper, there was no reason to reject the null hypothesis for each 
of the analyzed months. This constitutes evidence that the effect of month of the 
year did not occur in the market of this metal.

Table 2.  The Results of Testing the Null Hypothesis for the Monthly Returns on the 
Metal Market

Gold Silver Platinum Palladium Copper

January 0.494205
0.621162

0.779292
0.435808

0.886696
0.375242

1.775192
0.075866

0.51489
0.60663

February 0.541893
0.587892

0.839251
0.401329

0.890276
0.373318

1.468573
0.141949

0.441668
0.65873

March –0.85102
0.394757

0.09163
0.926992

–0.46249
0.643728

–0.35475
0.722775

0.644814
0.519048

April –0.26674
0.78967

–0.5544
0.579304

–0.38057
0.703525

–0.25645
0.7976

0.627882
0.530081

May –0.63547
0.525125

–0.93273
0.35096

0.060356
0.951872

–0.78998
0.429539

–0.24551
0.806061

June –0.84137
0.40014

–1.01465
0.310272

–0.80818
0.418985

–1.17435
0.240255

–0.541
0.58851

July –0.71058
0.477342

0.550839
0.581744

–0.55678
0.577678

0.523895
0.600352

0.740656
0.458902

August 0.637257
0.523957

0.017958
0.985672

–0.40048
0.688806

–1.17967
0.23813

–0.80542
0.420575

September 0.771795
0.440236

0.23922
0.810935

–0.98694
0.323671

–1.94724
0.049506

–0.72933
0.465799

October –0.98988
0.322233

–0.82685
0.408322

–0.85637
0.323671

0.733754
0.463099

–0.81912
0.412718

November 0.641101
0.521457

0.526124
0.598802

0.550054
0.582282

–0.01646
0.986864

0.513793
0.607397

December –0.36309
0.716537

0.153459
0.878036

0.192085
0.8476757

1.827811
0.067578

–0.88457
0.376388

The first value in the cell represents test statistic for z, and the second is the p-value.
Source: own calculations.

4.2. The Analysis of the Day-of-the-Week Effect

Average rates of return for each day of the week and average rates of return cal-
culated with the use of Monday open and Friday close prices for the weekend effect 
are shown in the Appendix in Table 7. Information regarding number and frequency 
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of positive and negative rates of return, computed for each day of the week, divided 
into markets of analyzed metals, are included in Table 3.

Table 3.  The Number and Percentage of Positive and Negative Rates of Returns on the 
Markets of: Gold, Silver, Platinum, Copper and Palladium for Each Day of the 
Week in the Analyzed Period

Metal Monday Tuesday Wednesday Thursday Friday

Number of positive 
rates of return

Gold 541 526 542 532 577

Silver 541 553 559 566 559

Platinum 518 518 518 518 518

Copper 521 521 521 521 521

Palladium 467 467 467 467 467

Number of negative 
rates of return

Gold 524 545 519 533 485

Silver 507 503 498 488 491

Platinum 526 526 526 526 526

Copper 562 562 562 562 562

Palladium 408 408 408 408 408

Percentage of days 
with positive rates 
of return (in %) 

Gold 50.80 49.11 51.08 49.95 54.33

Silver 51.62 52.37 52.89 53.70 53.24

Platinum 49.62 49.62 49.62 49.62 49.62

Copper 48.11 48.11 48.11 48.11 48.11

Palladium 53.37 53.37 53.37 53.37 53.37

Percentage of days 
with negative rates 
of return (in %) 

Gold 49.20 50.89 48.92 50.05 45.67

Silver 48.38 47.63 47.11 46.30 46.76

Platinum 50.38 50.38 50.38 50.38 50.38

Copper 51.89 51.89 51.89 51.89 51.89

Palladium 46.63 46.63 46.63 46.63 46.63

Source: own calculations.

The highest average daily rate of return for all metals except palladium was observed 
on Fridays. On the palladium market, the highest average daily rate of return was 
recorded for Monday sessions. Regarding all analyzed metals, the maximum average 
daily rate of return turned out to be positive. The lowest average daily rates of return 
were registered on Tuesday session on the markets of gold, platinum and palladium, 
while on the markets of silver and copper on Mondays and Thursdays respectively. 
In all cases, except for copper, the daily average returns were negative.

The gold market experienced positive returns mostly on Fridays (54.33%), followed 
by 51.08% on Wednesdays and 50.80% on Mondays. The negative rates of return were 
reported more often on Tuesdays (50.89%) and Thursdays (50.05%) – see Figure 12.
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Figure 12.  The Frequency of Positive and Negative Returns over Various Days of the 
Week for Gold
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Source: own calculations.

Figure 13.  The Frequency of Positive and Negative Returns over Various Days of the 
Week for Silver
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Source: own calculations.

On the silver market frequency of positive returns was higher than 50% for all 
days of the week, and the highest was found to be on Thursdays (53.70%). Negative 
rate of return was recorded mostly on Mondays (48.38%) – see Figure 13.
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On the platinum market frequency of positive and negative rates of return for 
individual days was similar except for Wednesday sessions, when positive rates of 
return were recorded in 52.73% of all observations. The highest negative rate of return 
was registered on Mondays (50.38%) – see Figure 14.

Figure 14.  The Frequency of Positive and Negative Returns over Various Days of the 
Week for Palladium
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Source: own calculations.

Figure 15.  The Frequency of Positive and Negative Returns over Various Days of the 
Week for Copper
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On the copper market frequency of positive returns proved to be the highest on 
Fridays (55.65%) – see Figure 15. In addition, on Tuesdays and Thursdays positive 
rates of return were reported in 50.78% and 50.83% of all observations respectively. 
Negative rates of return dominated sessions on Mondays in 51.89% and on Wednes-
days in 50.32% cases.

On the palladium market, positive returns were recorded mostly on Mondays 
(53.37%) and Thursdays (51.58%) – see Figure 16. On the other hand, negative rates 
of return were most common during Friday and Tuesday sessions – in 50.86% and 
50.85% of all observations respectively.

Figure 16.  The Frequency of Positive and Negative Returns over Various Days of the 
Week for Palladium
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Source: own calculations.

The results of testing statistical hypotheses for the rates of returns for different 
days of the week during analyzed period are presented in Table 4.

The results of testing H0 hypothesis permit to draw following conclusions:
1. In the case of gold, there was no reason to reject the null hypothesis for each 

analyzed day of the week. The p-value for Monday and Friday session is equal 
to 0.09 and slightly differs from the assumed level of significance (0.05).

2. In the case of silver, there was no reason to reject the null hypothesis for each 
analyzed day of the week. The lowest p-value of 0.14 was recorded for rates of 
return calculated for Monday sessions.
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3. In the case of platinum, there was no reason to reject the null hypothesis for each 
analyzed day of the week. The lowest p-value of 0.07 was recorded for rates of 
return on Tuesday session and it is close to the significance level (0.05).

4. In the case of copper there was no reason to reject the null hypothesis for each 
analyzed day of the week. The lowest p-value of 0.10 was obtained for the rate of 
return on Monday sessions.

5. In the case of copper there was no reason to reject the null hypothesis for each 
analyzed day of the week.

Table 4.  The Results of Testing the Null Hypothesis for the Day-of-the Week Rates of 
Return on the Metal Market

Gold Silver Platinum Palladium Copper

Monday –1.69129
0.090781

–1.47168
0.141107

–0.71334
0.475634

0.98747
0.323412

–1.65489
0.097947

Tuesday –1.52704
0.12675

–0.25967
0.795116

–1.77766
0.075459

–0.30842
0.757761

–1.45448
0.145813

Wednesday –1.35549
0.175262

–0.22291
0.823603

0.310531
0.756157

–0.37488
0.707751

–1.15745
0.247087

Thursday –0.6971
0.485737

0.261722
0.793536

0.422078
0.672968

–0.063
0.949764

–0.1779
0.855375

Friday 1.671577
0.094608

0.541978
0.587834

0.613398
0.539613

–0.05756
0.954097

1.501258
0.133289

The first value in the cell represents test statistic for z, and the second is the p-value.
Source: own calculations.

4.3. The Analysis of the Weekend Effect

Analysis of rates of return calculated with the use of the Monday’s open and Fri-
day’s close prices for each metal and the result of statistical testing of null hypothesis 
leads to the data presented in Table 5.

Table 5.  The Results of Testing the Null Hypothesis for the Weekend Rates of Return 
on the Metal Market

Gold Silver Platinum Palladium Copper

3.253784088
0.001138788

0.987954473
0.323175

1.714192
0.086493

–1.104867
0.269217

2.128574
0.033289

The first value in the cell represents statistic test for z, and the second is the p-value.
Source: own calculations.
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The results obtained during testing the null hypothesis allow formulating the 
following conclusions:
1. In the case of silver, platinum and palladium there were no reasons to reject the 

null hypothesis. The p-value for platinum is equal to 0.09, and slightly differs 
from the assumed level of significance (0.05).

2. In the case of gold and copper, the null hypothesis was rejected in favor of the 
alternative hypothesis. Thus, the effect of the weekend took place in the covered 
period on the market of these two precious metals.

5. Conclusion

In recent years, there has been observed an increased interest in the commodity 
market, including precious metals, from the part of institutional and individual 
investors.

Investment strategies implemented in the commodity market by its participants, 
heavily resemble those of the stock and currency markets. However it should be 
mentioned that the specific features are assigned to the precious metal market such as 
stock level or marginal unit cost. It is also important to note that despite the physical 
diversity, this asset class is often characterized by a high degree of price correlation63.

In the world literature, in contrast to the stock market, relatively little space was 
dedicated to the occurrence of the seasonality effects on the metal market. This fact 
was one of the reasons encouraging us to take specific empirical studies.

The aim of this study was to determine the prevalence of selected effects of sea-
sonality on the following metal markets: gold, silver, platinum, copper and palladium. 
Analysis of the effects of seasonality included an examination of monthly returns, 
returns over various days of the week and so-called weekend effect. Calculations 
presented in this paper indicate the absence of the monthly effect in the following 
analyzed segments of precious metal markets of gold, silver, platinum, copper. The 
existence of seasonality effect occurred only in case of palladium market during 
the month of September. The occurrence of seasonality effect for palladium was 
not observed for the rates of returns calculated for all remaining months.

In the analyzed period there was no occurrence of day-of-the-week effect for any 
of the studied metal markets. The weekend effect was registered only on the gold 
and copper markets.

63 The Handbook of Commodity Investing, eds. F. Fabozzi, R. Füss, D. Keiser, John Wiley & Sons, 
Hoboken, New Jersey 2008.
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Results obtained in the article regarding the weekend effect on the gold market 
are consistent with those of Ball et al.64, Ma65, Chang and Kim66, Chamberlain et al.67, 
Johnson and Kracaw68. The analysis confirmed the absence of the monthly effect of on 
the gold market in the month of January, which is consistent with the results obtained 
in the work of Coutts and Sheikh69. The highest daily rate of return on the copper 
market was registered for Friday sessions. According to Lucey70 Friday rate of return 
was the second, after Tuesday’s most-higher daily rate of return. The lowest daily 
rate of return was recorded on Thursdays, and not, as proved Lucey71 on Mondays.

Further research on the occurrence of calendar anomalies in the metal market 
should include the following assets: zinc, tin, lead, aluminum and nickel.
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Appendix

Table 6. Average Monthly Rates of Return for All Analyzed Metals (in %)

Gold Silver Platinum Palladium Copper

January 0.1098 2.7586 3.3128 4.5539 1.7021

February 1.2694 3.5372 3.6332 4.3995 1.4384

March –0.5669 0.5974 –0.1647 0.6126 1.9409

April 0.1437 –0.6913 –0.0803 0.2018 2.0117

May –0.2178 –2.0356 0.5046 –1.1416 0.1381

June –0.6025 –2.7721 –0.8321 –2.2194 –0.5794

July –0.2387 1.5776 –0.2201 1.8832 2.5021

August 1.4245 0.4613 –0.1062 –1.6058 –0.9084

September 2.2339 0.9512 –1.1943 1.3262 –0.9077

October –1.0398 –1.4234 –1.0387 2.3266 –1.5552

November 1.5066 1.6312 1.5589 0.8358 1.6966

December 0.0043 0.7112 0.6973 1.4778 –1.3469

Source: own calculations.

Table 7.  Rates of Return for Each Day of the Week and Rates of Return for Monday 
Open and Friday Close Prices (in %)

Monday Tuesday Wednesday Thursday Friday Monday open/Friday 
close (weekend effect) 

Gold –0.0178 –0.0195 –0.0056 0.0301 0.1757 0.0294

Silver –0.0884 0.0353 0.0384 0.0925 0.1201 0.0223

Platinum –0.0675 –0.1556 0.0115 0.0211 0.0356 0.1146

Palladium 0.0757 –0.0979 –0.0109 –0.0634 –0.0656 0.0312

Copper 0.0249 0.0313 0.0554 0.0151 0.3035 –0.0415

Source: own calculations.
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in other locations.
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in attracting foreign direct investment (FDI) or creating new jobs but they may also have 
negative consequences, such as deepening regional disproportions in the country.
This paper aims at examining whether location in a particular region (understood as a unit 
of administrative division of the country at the level of a voivodship) could be a factor 
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determining the inflows of foreign direct investment (FDI) to the SEZs. The study uses 
statistical methods (Spearman’s rank correlation and Pearson correlation). Our calcula-
tions have shown statistically significant positive relationships between FDI inflow to SEZs 
and coefficients that describe the attractiveness (collective and partial) and economic 
advancement of voivodships.
However, it seems that against hopes vested in them, SEZs do not reduce regional economic 
differentiation in Poland. The results may suggest the need to reconsider the so far applied 
policy designed to support investors. At the same time, they prove that State interference 
intended to mitigate market imperfections may itself become the source thereof.

Keywords: FDI, Special Economic Zones, Voivodships

1. Introduction

Economic policy appears to be addressed predominantly to potential domestic 
and foreign investors. That is because in a long-term perspective their activities may 
improve economic growth indicators, the effect so much desired especially by poorer 
countries and regions wishing to catch up with their richer competitors. Yet, politi-
cians pay even more attention to short-term effects of investment, such as new jobs, 
bigger output and income, all of which improve voters’ evaluations of government 
performance, which – in line with certain assumptions of political business cycle 
theory1 – increases incumbents’ chances of re-election2.

Advancing globalisation and integration of markets have been bringing an 
increasingly bigger population of foreign investors onto the global stage. Experience 
tells us that capital inflows better serve economic growth when they come as direct 
rather than portfolio investments3. Hence, it is understandable that authorities in most 
countries are striving to offer the best, even preferential location and operational 

1 N. Acocella, Zasady polityki gospodarczej. Wartości i metody analizy, Polish Scientific Publishers, 
Warsaw 2002, p. 245.

2 Nowadays voters more rarely meet these expectations. “Studies conducted in many countries 
demonstrate that how we evaluate the reality around does not impact our political choices but on the 
contrary: political preferences largely influence our evaluation of the reality” (R. Markowski, H. Tworzecki, 
Czar silnej ręki, “Polityka” 2016, no. 10 (3049), p. 34). Results of presidential and parliamentary elections 
in Poland in 2015 have shown that growing output, income, and exports together with lowering unem-
ployment rate do not guarantee the current government to remain in power.

3 G. Meier, The International Environment of Business. Competition and Governance in the Global 
Economy, Oxford University Press, New York 1998, p. 144.
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conditions to attract direct investors and make them contribute to the achievement 
of their economic policy goals4.

One of the ways of encouraging them to participate in the pursuit of country’s 
economic goals leads through the establishment of special economic zones (SEZs), 
which offer more favourable business conditions (e.g. tax, regulatory, infrastruc-
tural, administrative, and financial solutions) than those available in other locations 
across the country. Despite old theoretical debates whether such growth dualism is 
per saldo beneficial to the whole country5, the instrument is becoming increasingly 
more popular especially in developing and emerging economies. Since 1959 when 
the first modern industrial SEZ was established in Shannon, Ireland, ca. 4,300 new 
ones have been established in over 140 countries, most of them after 20006.

Poland has also decided to reach for SEZs. However, differently from China and 
other emerging economies the move was made not at the initial stage, which would 
gradually result in a comprehensive shift from centrally planned to market economy 
but after the major stage of economic transformation had been completed7. Zones 
were intended as a way to mitigate social and economic discrepancies resulting from 
the so called shock therapy applied by L. Balcerowicz in 19908.

Poland’s EU accession did not stop the growth of SEZs in any way. On the contrary, 
their total area expanded together with the time span, for which they are established. 
That all happened upon the approval of the Commission whose duty is to ensure 
Member States compliance with common rules on competition.

Results of various studies on the impact of SEZs upon the Polish economy 
not always provide valid justification for political and administrative decisions. For 
instance, in its latest report the Supreme Audit Office concluded that SEZs are effective 
tools that support business although the relationship between costs and effects still 
remains unknown9. Ciżkowicz et al. demonstrated that SEZs had a significant positive 

4 Globally, over the period 2000–2014 the total number of liberalising instruments that promote 
FDI exceeded several times the number of restrictive measures (Reforming International Investment 
Governance, World Investment Report 2015, UNCTAD, 2015, p. 102).

5 J. Litwack, Y. Qian, Balanced or Unbalanced Development: Special Economic Zones as Catalysts for 
Transition, “Journal of Comparative Economics” 1988, no. 26 (1), pp. 1–25.

6 Political Priority, Economic Gamble, “The Economist”, April 4th, 2015, pp. 59–61.
7 Establishing of SEZs was enabled by the adoption of the Act of 20 October 1994 on Special Eco-

nomic Zones. For its consolidated text see the Journal of Laws of the Republic of Poland 2015, item 282 
(hereinafter: SEZ Act). Poland’s accession to the EU forced out the amendment of the Act of 1994 and 
its adjustment to the EU State aid rules.

8 L. Balcerowicz, 800 dni. Szok kontrolowany, Polska Oficyna Wydawnicza “BGW”, Warsaw 1992; 
Dynamika transformacji polskiej gospodarki, eds. M. Belka, W. Trzeciakowski, Poltext, Warsaw 1997.

9 Pomoc publiczna udzielona w latach 2006–2010 przedsiębiorcom działającym w specjalnych strefach 
ekonomicznych. Informacja o wynikach kontroli, Najwyższa Izba Kontroli, Warsaw 2012.
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impact upon employment and positive, but less intense influence on investment10. 
Pastusiak, using Warr’s model (Warr 1989)11, concluded that SEZs generate net present 
value (NPV) in the entire economy12. From this point of view, they can be consid-
ered an effective form of State aid. Ambroziak, in turn, came to the conclusion that 
SEZs, on the one hand, played a positive role when it comes to attracting domestic 
and foreign investment and creating new jobs but, at the same time, they produced 
regional stratification in Poland since too often they were established in relatively 
highly developed areas13. Thus, by solving some problems they created new ones.

This paper aims at examining whether location in a particular region (understood 
as a unit of administrative division of the country at the level of a voivodship) could 
be a factor determining the inflows of foreign direct investment (FDI) to the SEZs. 
The study was conducted using statistical methods (Spearman’s rank correlation and 
Pearson correlation). 

2. Special Economic Zones in the Light of State Aid Rules

As of the EU accession in 2004, assistance offered to domestic and foreign inves-
tors must comply with State aid rules stipulated in Art. 107 and 108 of the Treaty on 
the Functioning of the European Union (TFEU)14. Pursuant to Art. 107.1, State aid 
is banned in general when it is granted selectively and favours only certain enter-
prises or the production of certain goods, by which it distorts or threatens to distort 
competition and when it impacts trade among the EU Member States.

There are some automatic exemptions from the general ban on granting State 
aid and they are listed in Art. 107.2; there are also conditional exemptions that make 
the aid acceptable in accordance with Art. 107.3. The last category includes actions, 
such as the establishing of SEZs, that enable public administration to directly assist 
enterprises, as well as to indirectly support them by creating favourable business 
environment.

10 P. Ciżkowicz, M. Ciżkowicz-Pękała, P. Pękała, A. Rzońca, The Effects of Special Economic Zones on 
Employment and Investment: Spatial Panel Modelling Perspective, NBP Working Paper no. 208, Economic 
Institute, Warsaw 2015.

11 P. Warr, Export Processing Zones: The Economics of Enclave Manufacturing, “World Bank Research 
Observer, World Bank Group” 1989, vol. 4 (1), pp. 65–88.

12 R. Pastusiak, Specjalne strefy ekonomiczne jako stymulator rozwoju gospodarczego, University of 
Lodz, Lodz 2011.

13 A. Ambroziak, Krajowa pomoc regionalna w specjalnych strefach ekonomicznych w Polsce, Warsaw 
School of Economics Publishing House 2009.

14 Consolidated version of the Treaty on the Functioning of the European Union, 30 March 2010, 
Official Journal of the European Union, vol. 53.
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Aid granted to regions where the standard of living is abnormally low or to regions 
suffering from exceptionally high unemployment can be considered, inter alia, com-
patible with the EU internal market. The aforementioned conditions are in general 
met in Poland as 15 out of 16 voivodships have been categorised by the Commission 
as the poorest regions with GDP per capita below 75% of the EU average15. Economic 
performance of voivodships determines State aid intensity16. Special Economic Zones 
are the major instrument of territorial-based aid.

SEZ Act defines a zone as a distinguished, uninhabited area of the territory of the 
Republic of Poland, within which economic activities can be pursued in accordance 
with the rules stipulated in it. Art. 3 reads: “a zone may be established to accelerate 
economic development of a partial territory (highlighted by authors) of the country, 
particularly by means of:
1) developing certain areas of economic activity,
2) developing new technical and process solutions and implementing them in the 

national economy,
3) developing exports,
4) increasing competitiveness of goods produced and services rendered,
5) developing the existing industrial assets and economic infrastructure,
6) creating new jobs, or
7) developing unused natural resources respecting environmentally balanced rules”.

Such wording suggests that SEZs are regional policy instruments but expected 
to deliver tasks important for the development of the entire economy (exports, com-
petitiveness, innovation, new industries) that belong to the realm of industrial policy17.

By investing in SEZs and having complied with certain conditions, an entrepre-
neur may receive18:
1) tax allowances applied to corporate or/and personal income tax,
2) access to fully developed, ready-to-invest plots at competitive prices,
3) free of charge assistance in formalities connected with the investment,
4) exemption from property tax in some communes,
5) subsidies from the Zone Fund.

15 Regional GDP. GDP Per Capita in the EU in 2013: Seven Capital Regions Among the Ten Most 
Prosperous, Eurostat, 2015.

16 Regulation of the Council of Ministers, 2014. Regulation of the Council of Ministers of 30.06.2014 
on the regional aid map 2014–2020, Polish Official Journal of 2014, item 878.

17 A. Ambroziak, Krajowa pomoc regionalna …, op. cit., p. 121.
18 Investment Incentives in SEZ, Polish Information and Foreign Investment Agency, Warsaw 2015.
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Allowances in corporate income tax (CIT) are considered the major form of 
assistance offered in SEZs in Poland19. They are valid exclusively for the part of 
business pursued in the zone. The amount of tax allowance depends on the size of 
investment outlays, the cost of employing new workers, location of the investment, 
and the size of business that applies for the allowance20. These criteria take account 
of investment project characteristics preferred by the State.

Tax deduction base, i.e. the amount of costs eligible for State aid, can be calculated 
in two ways. First, it is understood as investment outlays or, second, as actual cost 
of the employment of new workers. Income tax allowance is granted after business 
activity has effectively been launched; when there is profit, its amount is calculated 
with reference to eligible cost. Profit to eligible cost ratio differs across voivodships 
and it may range from 15% to 50% of eligible costs. The least developed regions with 
the highest unemployment rates in the Eastern parts of the country get preferential 
treatment. The lowest assistance is granted to investment projects located in Warsaw, 
the richest city in Poland. State aid intensity may be increased by 20 p.p. for small 
and 10 p.p. for medium-sized enterprises.

The SEZs have a pool of developed plots, often in attractive locations, which 
are offered to potential investors on preferential terms. Plots are developed by local 
self-government units or by the zones themselves. Investors also get access to neces-
sary infrastructure, such as connecting roads, water supply, sewage, gas, and power 
supply networks. On top of that, they may be exempted from property tax if municipal 
authorities so decide. Companies, who manage the zones provide assistance in legal 
and organisational matters.

There is a special Fund, called the Zone Fund, which operates as a kind of aid 
scheme that offers investment subsidies. The Fund was established by the Council 
of Ministers and is available to entrepreneurs who had invested in any of the zones 
before the end of 2000 to compensate them for benefits lost as a result of Poland’s 
EU accession and for the need to adopt the acquis communautaire. Changes that 
adversely affected this particular group include the reduction of previously applicable 
exemption ceilings. Resources from the Fund are allocated to support new invest-
ments connected with the establishing of new or expansion of existing enterprises 
but also with introducing fundamental changes in production or production process, 
changes to a product or service, including changes in the way services are rendered21.

19 20 Years of Special Economic Zones in Poland, KPMG, 2014; Ocena efektywności funkcjonowania 
specjalnych stref ekonomicznych w Polsce, ed. R. Pastusiak, University of Lodz, Lodz 2013.

20 Investment incentives in SEZ …, op. cit.
21 Act amending the Act on SEZ. 2003. Act amending the Act on Special Economic Zones of 2003, 

Polish Official Journal of 2003, no. 188, item. 1840.
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3. Special Economic Zones: Characteristics22

There are 14 active SEZs in Poland, which in July 2014 could be found in 16% 
of territorial self-government units (communes). The total area of SEZs reaches 
18,134 ha and systematically grows, which might be the best evidence of positive 
assessment of this type of aid by the State and entrepreneurs alike. At the end of 
2014, 1 ha used by investors holding permits to operate in zones accumulated on 
average PLN 12.52 million investment outlays and 36 jobs. SEZs’ areas were built-up 
in over 61.6%. The SEZ in Łódź reported the highest index (75.1%) while the lowest 
was found in the zone in Legnica (26.1%).

Most zones have plots (sub-zones) located in more than one voivodship. Their 
distribution can hardly be called even, e.g. a zone from the South-East part of the 
country has got a sub-zone in the North-West area. In individual voivodships there 
are between one and five zones. The smallest population of zones can be found 
in Śląskie and Kujawsko-Pomorskie voivodships, while the biggest in Mazowieckie 
and Wielkopolskie, although no zone has got its principal office there and both 
voivodships are amongst the best developed in Poland.

When assessing economic performance of individual zones, one must remember 
that it is largely determined by geographical location, the resulting quality of social 
and economic infrastructure, and availability of skilled labour. Zones, which are 
leaders when it comes to the number of granted permits, invested amounts, and the 
number of newly created jobs can be found in Western, Southern and Central Poland, 
i.e. in areas believed to be much better developed in comparison to the Northern 
and Eastern parts of the country (c.f. Table 3).

Since the moment the first zone was established in Poland until the end of 2014 
almost PLN 102 bn have been invested and tax allowances which were granted by 
the state amounted to 15.5% of investment outlays. At the end of December 2014 
investors employed in total almost 296 k workers.

In the eyes of investors zones differ a lot with respect to their attractiveness 
(Table 1). The zone in Katowice, the biggest one in terms of invested amounts, con-
sumed 20.7% of total outlays and created 18% of all new jobs. In the smallest zone 
in Słupsk the shares are 1.4% and 1.2%, respectively.

22 If not stated otherwise all data come from information about the implementation of the Act on 
Special Economic Zones, Ministry of Economy, Warsaw 2015.
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Table 1. SEZs in Poland (as at 31.12.2014)

No. Zone Investment outlays 
in PLN million

Share in total 
outlays (in %) Total jobs No. 

of permits Area in ha

1. Kamiennogórska 2,039.3 2.0 6,259 61 413.4

2. Katowicka 21,097.1 20.7 54,498 302 2,347.3

3. Kostrzyńsko-Słubicka 5,860.3 5.7 28,157 164 1,746.9

4. Krakowska 2,362.1 2.3 19,792 140 707.8

5. Legnicka 7,134.3 7.0 11,573 81 1,212.4

6. Łódzka 12,467.9 12.2 32,230 200 1,302.3

7. Mielecka 6,652.8 6.5 26,763 207 1,362.9

8. Pomorska 9,064.7 8.9 17,709 139 1,863.3

9. Słupska 1,383.6 1.4 3,656 75 816.8

10. Starachowicka 1,886.9 1.9 6,315 76 644.5

11. Suwalska 1,745.2 1.7 6,317 81 375.6

12. Tarnobrzeska 7,952.4 7.8 27,225 184 1,677.2

13. Wałbrzyska 18,619.1 18.3 40,080 261 2,648.6

14. Warmińsko-Mazurska 3,687.6 3.6 14,995 85 1,014.9

Total 101,953.3 100.0 295,569 2,056 18,133.9

Source: own compilation based on Information about the Implementation of the Act on Special Economic Zones, Ministry 
of Economy, Warsaw 2015.

4. FDI in SEZs23

Capital invested in SEZs is highly concentrated. At the end of 2014 almost three 
fourths of resources originated from six countries: Poland, Germany, U. S., the 
Netherlands, Japan, and Italy (Table 2). The total value of foreign investors’ finan-
cial involvement in SEZ exceeded PLN 82.5 bn representing more than 80% of all 
investment projects.

Fifteen major investors in SEZs are companies with foreign capital. At the end of 
2014 they invested almost PLN 24.3 bn, i.e. 23.8% of all investment projects. Auto-
motive sector is the best represented in this group with 61.9% of invested resources.

The share of German capital is the biggest in SEZ in Kamienna Góra (ca. 76%). 
Investments from Germany dominated also in Kostrzyń-Słubice SEZ where they exceeded 
35% of total outlays, mainly thanks to Homanit Polska and Volkswagen Poznań.

23 If not stated otherwise all data come from Information about the Implementation of the Act on 
Special Economic Zones, Ministry of Economy, Warsaw 2015.
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American investments were located predominantly in Katowice SEZ. Their value 
exceeded PLN 7.9 bn, which accounted for 37.7% of the total investment outlays 
in the zone and more than 63.3% of U. S. investment in SEZs in total. General Motors 
Manufacturing Poland is the leader among investors with almost PLN 4 bn of outlays.

The biggest share and the highest amounts of Dutch capital were reported in Leg-
nica. It represented 48.8% of the total investment (first of all because of Volkswagen 
Motor Polska and Sitech). Dutch capital is also important for the SEZ in Łódź (Gillette 
Poland International and Procter and Gamble Operations).

Japanese entrepreneurs invested the highest amount in Wałbrzych SEZ, almost PLN 
5 bn, out of which more than PLN 2.4 bn was spent on Toyota Motor Manufac-
turing factory in Wałbrzych and PLN 1.1 bn on Toyota Motor Industries factory 
in Jelcz-Laskowice.

Relatively big amounts of Italian capital have been attracted to SEZ in Katowice 
and in Kostrzyń-Słubice. It represented 18.1% and 10.3% of investment, respectively. 
Top investors in Katowice are: FIAT Powertrain Technologies Poland, Brembo Poland, 
Magneti Marelli Poland, and Magneti Marelli Suspension Systems Bielsko, while 
in Kostrzyń-Słubice: ICT Poland and Olsa Poland.

The above quoted examples suggest that the first “national” investment in SEZ 
is followed by further ones encouraged with its success or attracted by strong coop-
eration links between investors and their suppliers.

Table 2. Geographical Structure of Invested Capital (as at 31.12.2014)

No. Country of origin Amount
(in millions of PLN) 

Share in total capital
(in %) 

1. Poland 19,404.8 19.03

2. Germany 18,043.9 17.70

3. USA 12,545.6 12.31

4. Netherlands 11,742.4 11.52

5. Japan 7,024.7 6.89

6. Italy 6,963.9 6.83

7. South Korea 4,335.9 4.25

8. France 3,470.6 3.40

9. Switzerland 3,419.9 3.35

10. Sweden 2,672.5 2.62

11. Other 12,327.1 12.10

12. Total 101,953.3 100.00

Source: Information about the Implementation…., op. cit.
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Region-wise SEZ from Dolnośląskie (Silesia) clearly dominated in attracting 
FDI with 273 permits and more than PLN 25 bn of invested capital at the end of 
2014 (Table 3). It is also interesting to compare Lubelskie and Podkarpackie, the two 
poorest regions. The first one attracted roughly 20 times less capital and investors 
than the second one. The number of permits issued in Podkarpackie was the same 
as in Łódzkie, which is much richer. This shows that the level of development of the 
region is not a crucial determinant of SEZ’s attractiveness to foreign investors. In other 
words, the development of a region measured with GDP per capita is not necessarily 
a credible reflection of its attractiveness to foreign investors.

Table 3. Foreign Investment in SEZs (as at 31.12.2014)

No. SEZ in voivodships Investment outlays
(in millions of PLN) 

Share in total 
outlays (in %) 

No. of 
permits

Share of 
permits
(in %) 

Gross domestic 
product per capita 
in 2013 (current 

prices, Poland=100) 

1. dolnośląskie 25,827.069 31.27 273 26.43 111.9

2. kujawsko-pomorskie 2,638.122 3.19 23 2.23 82.0

3. lubelskie 257.101 0.31 5 0.48 70.7

4. lubuskie 2,280.260 2.76 81 7.85 83.1

5. łódzkie 8,110.357 9.82 95 9.20 93.3

6. małopolskie 1,503.400 1.82 48 4.65 88.7

7. mazowieckie 2,290.820 2.77 29 2.80 160.5

8. opolskie 3,046.000 3.69 29 2.80 80.5

9. podkarpackie 5,767.702 6.98 95 9.20 71.1

10. podlaskie 488.963 0.59 8 0.77 72.9

11. pomorskie 3,573.030 4.33 55 5.32 96.3

12. śląskie 17,665.368 21.39 192 18.59 104.0

13. świętokrzyskie 561.680 0.68 20 1.94 73.0

14. warmińsko-mazurskie 2,183.297 2.64 17 1.65 71.5

15. wielkopolskie 3,509.337 4.25 27 2.61 107.2

16. zachodniopomorskie 2,892.633 3.51 36 3.48 83.3

Total 82,595.138 100.00 1,033 100.00 –

Source: upon authors’ request, data were processed by the Department of Support Instruments of the Ministry of 
Economy in 2015, (as at 31 December 2014); Statistical Yearbook of The Regions – Poland 2015, GUS, Table 276.
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5.  Relationship Between FDI Inflows to SEZs 
and Investment Attractiveness of Voivodships

Foreign direct investment inflows into Special Economic Zones may be driven by 
various factors connected with the zone itself, such as the intensity of locally available 
State aid, attractiveness of investment plots or the efficiency of the managing company 
but also by the quality of the environment, in which it operates, e.g., distance from 
the EU border, economic advancement of the voivodship, availability of suppliers, 
active involvement of local and regional authorities with investors or the quality of 
services of business environment institutions24.

In our study we focused on the evaluation of the relationship between FDI inflows 
into SEZs and factors that determine investment attractiveness of voivodships. To 
this end we used Spearman rank correlation coefficient (rs) and Pearson linear cor-
relation coefficient (rxy).

In the first phase of the study we selected variables that directly or indirectly 
determine investment attractiveness of voivodships. We used voivodship investment 
attractiveness rankings of the Gdansk Institute for Market Economics (Polish abbr. 
IBnGR) for the years 2005–201425. Average ranks from recent 10 years helped miti-
gate the impact of outliers in the sample. To the best of our knowledge, these are the 
most comprehensive studies available in Poland that have been conducted for many 
years using the same method, which guarantees comparability of data throughout the 
studied period. In order to evaluate investment attractiveness of Polish voivodships, 
IBnGR considered several dozen factors, out of which it then created 7 variables 
(partial rankings) and 1 overall ranking. Partial rankings describe:
1) transport accessibility, including the location of a voivodship vis-à-vis the West-

ern border, Warsaw (capital city), other regional centres, international airports 
and big sea harbours;

2) labour resources and costs, including the size of working population and the 
number of unemployed, vacancies, migration of secondary school and university 
graduates, salaries and wages;

3) market absorption, including the size of the market, household affluence and 
investment outlays of enterprises;

24 E.g. inflow of investment, including FDI, to SEZs increased sharply following the EU accession 
(Specjalne strefy ekonomiczne po 2020 roku. Analiza dotychczasowej działalności i perspektywy funkcjo
nowania, Ernst & Young, 2011).

25 Atrakcyjność inwestycyjna województw i podregionów Polski 2014, ed. M. Nowicki, Instytut Badań 
nad Gospodarką Rynkową, Gdansk 2014.
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4) economic infrastructure, including the density of business environment insti-
tutions, presence of R&D centres, fairs, exhibitions, and special economic zones 
(in strict terms, IBnGR ranking includes available areas and investors’ activities 
in SEZs);

5) social infrastructure development, including the number and activities of cultural 
institutions, saturation with hotels and catering establishments;

6) general safety, including crime rates and structure and crime detection rates;
7) involvement with investors at the level of a voivodship, including the number of 

investment offers in the database of the Polish Information and Foreign Investment 
Agency (Polish abbr. PAIiIZ), PAIiIZ certification results of Regional Investor 
Service Centres, information and promotion activities vis-à-vis investors from the 
country of origin of capital delivered with the support of Trade and Promotion 
Sections at Embassies of the Republic of Poland (Polish abbr. WPHiI).
All determinants of investment attractiveness of voivodships were contrasted 

with amounts of FDI inflows (in PLN) to SEZs for 16 voivodships and with the 
number of permits granted by SEZ to entities with foreign capital. To this end we 
aggregated data on FDI inflows to SEZ sub-zones from all counties (poviats). Upon 
authors’ request, data were processed by the Department of Support Instruments 
of the Ministry of Economy in 2015 (as at 31 December 2014). The number of per-
mits considered in the study was 1,033 and the value of total investment exceeded 
PLN 82.5 bn (ca. EUR 20 bn). They are located in all 16 voivodships.

The second phase of the study focused on the evaluation of the relationship 
between FDI inflows to SEZs and determinants of voivodship’s investment attrac-
tiveness using Spearman rank correlation coefficient (rs)26. As determinants we used 
variables selected in the first phase of the study.

Spearman rank correlation coefficient comes in several versions. We used the 
SPSS software formula (version 14.0 PL):

rs =
cov RX ,RY( )
δ RX

⋅δ RY

where:
cov RX ,RY( )  – covariance of ranks for variables X,Y;
δ RX

⋅δ RY – standard deviation of ranks for variables X,Y.

26 Spearman rank correlation coefficient (rs), also referred to as order correlation coefficient, is used 
to describe the strength of two-dimensional correlation. The coefficient gives values between –1 and 
+1 inclusive. Examined relationship is the stronger the closer rs gets to absolute value of 1. Its minus or 
plus sign informs about convergence (plus) or discrepancy (minus) of the evaluation of distinguished 
characteristics. It helps identify the strength and direction of relationship between examined traits by 
comparing ranks (positions in a row) assigned to two variables.



FDI Inflow to Special Economic Zones in Poland Regional Approach 99

Rank correlation coefficient can be assessed with regard to its statistical sig-
nificance. The test can be used for ordinal variables when analysed features can be 
expressed in numbers and the sample is small (in our case the sample includes 16 
observations)27. Data used in our study meet these conditions. Results for individual 
coefficients are presented in Table 4.

Table 4.  Relationship Between FDI Inflows to SEZs and Determinants of Investment 
Attractiveness of Voivodships – Spearman Rank Correlation (rs)

Item

FDI inflows to SEZs
in 16 voivodships

FDI population in SEZs
in 16 voivodships

Value of the 
coefficient

Significance of the 
coefficient

Value of the 
coefficient

Significance of the 
coefficient

Overall coefficient (value) 

Investment attractiveness 0.626 0.009 0.644 0.007

Partial coefficients (value) 

Transport accessibility 0.396 0.126 0.422 0.103

Labour resources and costs 0.602 0.014 0.643 0.007

Market size 0.532 0.034 0.620 0.010

Economic infrastructure 0.635 0.008 0.666 0.005

Social infrastructure 0.521 0.039 0.624 0.010

Public safety –0.518 0.040 –0.651 0.006

Involvement with investors 0.641 0.007 0.535 0.033

Source: authors’ calculations based on SPSS software.

Results of the study indicate the presence of statistically significant correlation 
between FDI value and population of economic operators in SEZs, on the one hand, 
and overall coefficient of investment attractiveness of voivodships, on the other hand. 
These relationships are highly significant at the level of significance p = 0.01. From 
among partial correlation coefficients similar significance was reached for economic 
infrastructure and involvement with investors (value-wise) while in quantitative 
terms for public safety, economic and social infrastructure, and labour resources and 
costs. Value-based approach suggests which determinants were especially appreci-
ated by big investors; quantitative terms identify determinants crucial to small and 
medium-sized ones.

27 M. Rószkiewicz, Metody ilościowe w badaniach marketingowych, Polish Scientific Publishers, 
Warsaw 2002; M. Sobczyk, Statystyka. Podstawy teoretyczne przykłady – zadania, Wydawnictwo UMCS, 
Lublin 2000.
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Yet, the relationship between FDI inflows to SEZs and the remaining partial var-
iables turned out to be weaker although significant (with the exception of transport 
accessibility) for FDI inflows expressed in terms of value and the number of invest-
ment projects (the level of significance p = 0.05). Thus, the results obtained in the 
study – overall and partial – provide evidence for positive and statistically significant 
correlation between FDI inflows to SEZs and investment attractiveness of voivodships.

Spearman’s correlation coefficient enabled us to compare ranks sorted in ascend-
ing or descending order (sequentially). The analysis was expanded with Pearson 
correlation coefficient (rxy). Compared to Spearman correlation coefficient it meas-
ures a narrower class of relationships and the co-occurrence of features for interval 
or ratio variables, i.e., quantitative variables. The coefficient describes the strength 
and direction of a relationship, which is close to linear28. Results of the analysis are 
presented in Table 5.

Table 5.  Relationship Between FDI Inflows to SEZs and Investment Attractiveness of 
Voivodships – Pearson Linear Correlation Coefficient (rxy)

Item

FDI value in SEZs
in 16 voivodships

FDI population in SEZs
in 16 voivodships

Value of the 
coefficient

Significance of the 
coefficient

Value of the 
coefficient

Significance of the 
coefficient

Overall coefficient (value) 

Investment attractiveness 0.580 0.019 0.563 0.023

Partial coefficients (values) 

Transport accessibility 0.323 0.222 0.326 0.219

Labour resources and costs 0.513 0.042 0.530 0.035

Market size 0.348 0.186 0.356 0.177

Economic infrastructure 0.769 0.001 0.736 0.001

Social infrastructure 0.552 0.026 0.574 0.020

Public safety –0.562 0.023 –0.580 0.019

Involvement with investors 0.516 0.041 0.454 0.077

Source: authors’ calculations based on SPSS software.

Correlation coefficients obtained for the overall ranking of investment attractive-
ness of voivodships indicate that there is a positive, statistically significant relationship 

28 Pearson correlation coefficient (rxy) gives a value between –1 and +1 inclusive. It is assumed that 
correlation between selected characteristics is low when rxy ≤ 0.3, medium for 0.3 < rxy ≤ 0.5 and high for 
rxy > 0.5 (M. Sobczyk, Statystyka…, op. cit.). 
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at the level of 0.05 between FDI inflows to SEZs and investment attractiveness of 
voivodships. This is confirmed by results obtained using Spearman rank correlation 
coefficient.

In the case of partial coefficients, the highest values of Pearson coefficient were 
obtained for the correlation between the value and number of FDI projects in sub-
zones and the development of economic infrastructure (significance level p = 0.01). 
Significant correlation but at the level of p = 0.05 was obtained for the value and 
number of FDI projects and labour resources and costs, social infrastructure, public 
safety and involvement of public administration with investors (in this latter case only 
for FDI value). For the remaining variables, correlation coefficients gave values at 
the level of significance higher than 0.05. We need to take note that quantitative and 
value-based study, contrary to the previous case, did not reveal any major differences 
that could be attributed to the size of investment.

Hence, both tests suggest that investment attractiveness of voivodships could be 
decisive for SEZs’ attractiveness, not the other way round. Therefore SEZs’ presence 
does not contribute to closing the development gap between regions. At the same 
time, economic infrastructure was found to be the most important partial deter-
minant of investment attractiveness of SEZs with labour resources and costs, often 
considered factors the most sought after by international enterprises29, playing much 
less prominent role.

6. Conclusions and Further Studies

In Poland SEZs are vital components of a policy intended to prevent discrep-
ancies in regional development, on the one hand, and to contribute to overall 
economic growth, on the other hand. That is why special economic zones have 
been established in all regions, rich and poor, which offer diverse State aid intensity 
levels. Zones fulfil the role they have been entrusted with by attracting investors 
mainly from abroad (more than 80% of total investment). Contrary to the findings 
of earlier studies, which highlighted the importance of tax allowances30, our study 
suggests that economic infrastructure in a region is the most important determi-
nant of SEZ’s attractiveness.

29 T. Dorożyński, J. Świerkocki, W. Urbaniak, The Location Premises of FDI in Poland. The Case of 
the Lodz Province, “Comparative Economic Research. Central and Eastern Europe” 2015, vol. 18, no. 4, 
pp. 157–178.

30 20 Years…, op. cit.; Ocena efektywności…, op. cit.
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Our study also demonstrates that approach to SEZs adopted by politicians is 
questionable. SEZs act as a better incentive to investors if they are located in more 
developed regions. That is why they do not produce convergence. In order to better 
assess their real impact, we would have to consider, e.g. the degree to which the area 
covered by zones is utilised in individual voivodships. That will be feasible when we 
have adequate statistics.

It still remains to be seen whether SEZs stimulate exports, more competition 
and modernisation of production structure. To answer these questions, we would 
need to pursue a more extensive study, both with respect to data and methodology, 
which would have to go much beyond descriptive statistics used for the purpose of 
this paper. We would need to consider effects to enterprises operating within the 
zones and to their environment, which effectively means the rest of the economy.
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