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Preface

Dear Reader,
We present you with the 28th edition of the “Journal of Management and Financial 

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

The authors of the first article – Paweł Felis and Henryk Rosłaniec – “The Ap-
plication of Tax on Means of Transport in Local Tax Policy in Poland . Evidence of 
City Counties” examined and evaluated the volume, stability and diversification of 
the revenues achieved by city counties on account of tax on means of transport and 
discussed the significance of certain factors determining their level . Therefore, the 
authors examined the scale of application of instruments of the local tax policy as 
well as their practical effectiveness reflected by the budget revenue growth in the 
subsequent periods . The article also presents econometric models illustrating the 
effects of tax policy in relation to particular categories of tax payers of tax on means 
of transport .

The aim of the next paper “Venturing to Distant Markets – Polish Firms in Latin 
America” by Aleksandra Wąsowska is to shed light on the understudied phenom-
enon of expansion of Polish firms to distant markets . This paper contributes to the 
discussion on whether the ‘go global’ strategy is viable for Polish firms and whether 
it should be supported by the public policy measures .

Paper by Kamil M . Kraj – “Transnational Corporations as the Driving Force Behind 
the World’s Research and Development Activity in Terms of R&D Expenditure” is 
devoted to the role of transnational corporations (TNC) in research and development 
(R&D) activity from the 1970 s through the 2000s . This growing involvement of TNCs 
in R&D resulted in their dominant role in global R&D expenditure . Indeed, a com-
parative analysis of financial data collected for the group of the 102 largest  corporate 
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R&D spenders worldwide in 2007 showed that this group of TNCs accounted for 
a significant share of the world’s R&D expenditure not only in 2007 alone but also 
in the period of 2000–2011 .

Paper by Piotr Bielecki – “Graduates’ Perceptions and Evaluation of Study Pro-
grammes: Analytical Framework and Methodological Considerations” aims to draw 
scientific attention to the significance and usefulness of sociological approach, namely 
higher education (HE) graduates’ perceptions survey as a one of the mechanisms 
to collect and use graduate feedback facilitating the study programmes’ evaluation, 
and in turn, enlarging one’s knowledge on the enhancement of HE quality, the im-
provement of graduate employability, and effective ways of smoothing the transition 
from education to work .

The main contribution of the last article “Current Revenue (Monetisation) Models 
of Video Game Developers” by Patrycja Klimas is the recognition of a wide portfolio 
of revenue streams and revenue models to be considered by video game developers 
during decision making process about the structure of their revenue logic .

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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The Application of Tax on Means of 
Transport in Local Tax Policy in Poland. 

Evidence of City Counties

AbstrAct

Tax on means of transport is one of the own revenues of city counties in Poland. They may 
affect its construction within the scope defined by the legislator. The authors of the article 
examined and evaluated the volume, stability and diversification of the significance of 
revenues achieved by city counties on account of tax on means of transport and discussed 
the significance of certain factors determining their level. Among these factors the local tax 
policy deserves a special attention. Therefore, the authors examined the scale of application 
of instruments of the local tax policy as well as their practical effectiveness reflected by 
the budget revenue growth in the subsequent periods. The following methods were used: 
descriptive statistics, correlation analysis, classical Pearson’s independence test or Spearman’s 
rho correlation test. The article also presents econometric models illustrating the effects of 
tax policy in relation to particular categories of tax payers of tax on means of transport.
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1. Introduction

The tax on means of transport (referred to as TMT) is a revenue of communes 
(and consequently also city counties) included in these entities’ own revenues. It is 
an example of taxation on movable property used in some areas of business pursuit. 
It belongs to the group of levies which local governments may use to follow their 
own tax policies as their competences in this area mean the right to reduce the rates 
of the tax in question and to apply other tax preferences. The role it plays as a source 
of revenue of local entities is determined on the one hand by the scale of application 
of commune competence and on the other by the scope of tax authority and other 
regulations, included in the Act on tax and local charges, as well as a number of fac-
tors connected with local determinants including, for example, the infrastructure, 
commune transport closeness and accessibility, the quality of traffic routes, customer 
closeness and easiness of implementation of business functions. The aforementioned 
factors, in the first place the scale of independently pursued tax policy by the local 
authorities as well as local determinants diversify the level of TMT revenues generated 
by particular entities and its fiscal significance in the whole country.

The article is aimed at the examination and evaluation of the volume, stability and 
diversification of the significance of revenues achieved by city counties on account 
of tax on means of transport and also at the indication of the significance of certain 
factors determining their level. It was assumed that a special attention should be 
paid to the local tax policy among all those factors. In order to measure the impact 
of city counties TMT tax policy on the volume of TMT revenues generated by them, 
the analysis covers a fairly long period of 2007–2014. The article makes use of the 
Rb-27s report data from all city counties.

The research of city county transport tax policy accounts for different relations, 
i.e. fiscal diversification of effects of tax policy with regard to all tax payers, and also 
separately with regard to natural and legal persons. In order to achieve the goals of the 
article several research methods were used, first of all descriptive statistics (structure 
and dynamics indicators), also correlation analysis, classical Pearson’s independence 
test, or Spearman’s rho correlation. The article also presents econometric models 
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illustrating the effects of tax policy in relation to particular categories of tax payers 
of tax on means of transport.

The choice of the subject of the present article results primarily from the fact that 
in Poland the empirical research on local tax policy, its diversification and effects is 
extremely rare1. Primarily, there is a real shortage of research in the area of corporate 
movable property tax. Therefore, we focus our attention in this article exclusively on 
the tax on means of transport, which is interesting not due to the scale of revenues 
(the tax efficiency is lower than in the case of property tax), but to a relatively big 
tax base mobility, which is decisively bigger than in the case of other wealth taxes. It 
is the only tax, from among local taxes in Poland, in the case of which we deal with 
the tax base mobility in the literal meaning of the word.

2.  Legal Regulations and Economic Content of Tax 
on Means of Transport in the Context of Tax Authority 
of Communes
Tax on means of transport is regulated in the Act on local taxes and charges2. 

It is connected with the possession and use of means of transport specified by the 
legislator3. This tax is, then, a typical example of direct wealth taxation. However, 
there are different opinions according to which tax on means of transport should be 
classified as an income tax. The income character of TMT, as the followers of this 
stance claim, results from the economic character of means of transport, the subject 
scope of the tax and a normative construction of the tax rates assigned to particular 
vehicles4. When discussing in this section of the article the rights in the area of tax 
authority given to communes, a competent tax institution with regard to TMT should 
be pointed to. With regard to the matters of tax on means of transport, a competent 
tax authority is the one whose competence covers the tax payer’s registered office 
(in relation to legal persons or possibly entities with no legal personality) or the place 

1 Up-to-date and in-depth studies of local tax policy are found in a few monographs only, for example 
in: J. Łukomska, P. Swianiewicz, Polityka podatkowa władz lokalnych w Polsce, MUNICIPIUM SA, Warsaw 
2015; P. Felis, Podatki od nieruchomości a polityka podatkowa gmin w Polsce, SGH, Warsaw 2015.

2 Act of 12 January 1991 on local taxes and charges, Journal of Laws 2014 item 849, as amended.
3 According to Article 8 of the Act on local taxes and charges, tax on means of transport is levied on 

lorries with a maximum permissible weight above 3.5 tons; tractors units and ballast tractors adapted for 
the use with a semi-trailer or trailer with a maximum permissible weight of a vehicle combination from 
3.5 tons and more; trailers and more, excluding those that are used solely in connection with agricultural 
activities carried out by an agricultural tax payer; buses.

4 Źródła finansowania samorządu terytorialnego, ed. A. Hanusz, Wolters Kluwer, Warsaw 2015, 
pp. 140–141.
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of residence (criterion for natural persons)5. In the case of a multiple-plant enterprise, 
the tax should be paid in favour of the authority whose competence covers the plant’s 
location, i.e. to the account of the commune on whose area the plant possessing the 
vehicles is registered.

The tax base is the number of transport means owned by the tax payer or regis-
tered in his name. The assumption that the tax base is uniform for the whole tax is 
a certain simplification as in the case of this tax the kind of the means of transport is 
significant (a lorry, a tractor unit, a ballast tractor, trailers and semi-trailers or buses) 
and its characteristics (maximum permissible weight, the number of axles, kind 
of suspension or the number of seats). An important element of the TMT subject 
scope, affecting also the height of tax rates, is the maximum permissible weight6. In 
the case of lorries it should not pose any difficulty as it results from the registration 
card. However, setting the maximum permissible weight of a vehicle unit includes 
the curb weight of the tractor unit and the permissible trailer weight. It should be 
potentially largest trailer or semi-trailer the tractor can pull. On the other hand 
when setting the maximum permissible weight of a trailer and semi-trailer together 
with the motor vehicle the tax payer sums up the maximum weight of the lorry and 
trailer or semi-trailer. The parameters determined in this way are not always treated 
as a correct solution. It appears that the motor vehicle considered in the setting of 
this kind of maximum permissible weight cannot be identified only with the vehicle 
pulling the trailer or semi-trailer at this very moment. What matters is a potential 
motor vehicle that may be used to pull the trailer. Thus, a tax payer declares the 
maximum permissible weight of the trailer and semi-trailer together with the 
motor vehicle, which means: the semi-trailer maximum permissible weight and the 
smallest possible weight of the tractor able to pull the semi-trailer or the permissible 
maximum weight of trailer and the smallest possible maximum permissible weight 
of a potential ballast tractor (lorry) able to pull the trailer. It is important that each 
of these means of transport is subject to tax irrespective of being a part of a vehicle 
unit (motor vehicle with a trailer or semi-trailer) or being used independently by 
an entrepreneur.

The aforementioned factors affect the level of highly diversified amount rates of tax. 
Their height depends on the so called external features, which may have an impact on 
the size of business activity pursued. Tax on means of transport has features of taxes 

5 Ustawa o podatkach i opłatach lokalnych. Komentarz, ed. W. Morawski, ODDK, Warsaw 2013, 
p. 419.

6 Detailed information on this subject is to be found in: R. Dowgier, B. Pahl, M. Popławski, Podatek 
od środków transportowych, 141 pytań i odpowiedzi, orzecznictwo, wyjaśnienia Ministerstwa Finansów, 
ustawa, akty wykonawcze, skorowidz, Dom Wydawniczy ABC, Warsaw 2006.
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connected with the use of environment as the vehicles of higher weight and higher 
number of axles, being more environmentally undesirable, are levied with higher 
tax rates. Thus, the legislator takes care of the public interest diversifying tax rates7.

The height of rates of tax on means of transport applied in a commune is deter-
mined by the commune council; however they have to be included in between the 
minimum8 and maximum rates9. Importantly, a commune council must not set any 
rate at the level of 0 zlotys. In an economic sense it would mean the exemption of the 
vehicles from taxes, and this is settled by the legislator in Article 12 (tax exemptions). 
Moreover, what the doctrine indicates, a zero rate cannot be included in the idea of 
tax rate in the understanding of the analysed act of law because no tax amount may 
be calculated when applying a zero rate, and setting a rate at this level is identical 
to the lack of rate10. The literature also emphasises that the diversification of index-
ation methods of minimum and maximum rates cannot be rationally justified and 
in the extreme cases it could give rise to a paradoxical situation in which minimum 
rates could be higher than maximum rates11. In such a situation, in accordance with 
the content of Article 10 Section 3 the maximum rate is not taken into account and 
a commune council is obliged to accept the rate of tax on means of transport for all 
the types of vehicles at the level of a respective rate specified in Annexes 1–3 to the Act 
(i.e. the minimum rate). Let us emphasise that these regulations mean that commune 
councils lose their right to set tax rates. Only the minimum rate is valid then (higher 
than maximum rate), and a commune council can neither increase nor decrease it. In 
this way a constitutionally protected commune council competence to set tax rates 
within an appropriate scope has been limited12.

The rights on the part of a commune council with regard to tax rates do not con-
cern only their determination but also the diversification of their height. When 
determining the rates for different kinds of taxed objects, the commune council 
takes into account in particular the impact of the means of transport on the natural 
environment, the year of production or the number of seats. The criteria indicated 

7 Źródła finansowania…, op. cit., p. 152.
8 Minimum rates included in Annexes 1–3 to the Act on local taxes and charges refer to: lorries, 

tractors units and ballast tractors as well as trailers and semi-trailers with respective maximum permis-
sible weights equal to or higher than 12 tons. Minimum rates are indexed according to the exchange rate 
of the euro on 1 October of a given year in relation to the year preceding the given fiscal year.

9 In Article 10 the legislator defined the height of maximum annual rates for all the groups of means 
of transport which are subject to tax. The indicator uprating the maximum rates is the retail price growth 
index.

10 Podatek od środków transportowych…, op. cit., p. 131.
11 L. Etel, S. Presnarowicz, G. Dudar, Podatki i opłaty lokalne, podatek rolny, podatek leśny – komentarz, 

Wolters Kluwer Polska, Warsaw 2008, p. 396.
12 Źródła finansowania…, op. cit., p. 154.
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by the legislator should be treated as an example, and commune councils may adopt 
completely different criteria to diversify tax rates. But, let us enumerate evidence 
to prove that the procedure of tax rate diversification is partly limited. First, tax 
rates cannot be diversified on the subject basis. Diversification may only be effected 
with regard to the object criteria. Second, when diversifying taxes, the commune 
council cannot interfere in the statutory categories of the vehicles taxed. It is pos-
sible to introduce sub-divisions in addition to the statutory divisions. Third, the 
rates determined in the new classification cannot exceed maximum rates. Fourth, it 
is impossible to diversify rates with regard to the means of transport in the case of 
which minimum rates have been set.

The current preferences in tax on means of transport may be classified in the 
following groups:
1. Preferences of a systemic character, including:

• means of transport in possession of diplomatic representations,
• means of transport that constitute reserves for the purpose of military mobi-

lisation and special-purpose vehicles
• vintage vehicles within the meaning of road traffic regulations,
• means of transport used in the so-called combined transport13.

2. Preferences introduced by commune councils in other forms than statutory tax 
exemptions. While considering the commune council exemption competences, 
one should focus on their scope. The legislator assumed in Article 12 Section 4 
that a potential exemption enacted by a commune council may not refer to the 
means of transport covered by minimum rates. In an attempt to indicate the aim 
of such a regulation, it should be observed that since the legislator assumed such 
a solution (minimum rates), a commune council cannot introduce exemptions for 
these means of transport. An important problem refers also to the assessment of 
freedom given to a commune council in the exemption application. The statement 
that the only limitation in the implementation of exemptions by commune councils 
is the catalogue of exemptions of the aforementioned means of transport is fairly 
disputable. It is worth noting that the phrase used by the legislator: “A commune 
council has the right to introduce other object exemptions than those defined 
in Section 1”, means the right to introduce only overall exemptions. If communes 
introduced on their territories a construction of a partial tax exemption or tax 
relief, it would be contrary to the content of Article 12 Section 4, as well as its 

13 In the case of this solution, the tax payer may receive a tax return depending on the number of 
runs with or without the load. The reduction in the tax amount is diversified and fluctuates from 25% 
of annual tax amount (in the case of 20 to 49 runs inclusive by a means of transport in railway transport 
in a fiscal year) to 100% of annual tax amount (in the case of 100 runs and more). 
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systemic interpretation14. In this situation another issue should be considered, 
i.e. giving more rights to commune councils to let them make resolutions on 
other preferences, e.g. tax reliefs. The following arguments may be mentioned 
in favour of the proposal of granting commune councils the right to enact reliefs 
in tax on means of transport15:
• making use of non-fiscal tax functions to affect economic and social phe-

nomena in the area (enacting tax reliefs communes may influence tax payers’ 
decisions encouraging them to install equipment limiting fumes emission 
into the atmosphere),

• giving communes complete tax authority within their own revenues,
• adoption of uniform principles on the competence of commune councils 

in all local taxes16.
The current preferences mean that the legislator has resigned from the solutions 

thanks to which priority used to be given to certain kinds of business pursuit and tax 
payers’ conduct. Some symptoms of the application of a stimulative policy may be 
observed only within the procedure of tax return on account of combined transport. 
This solution is to be positively assessed as combined transport is used in Poland, 
in relation to the West European countries, unsatisfactorily (developing gradually 
though). The literature emphasises that the application of this solution should be 
particularly promoted due to the way means of transport are used to benefit the 
minimising of negative impact on the environment and road surface condition17.

To recapitulate this section of the article, it may be assumed that a desired fea-
ture of local taxes is an opportunity to affect the regional tax policy through their 
construction. Therefore, the idea of diversifying tax rates by commune councils is 
right. Thanks to it, tax payers may be encouraged to renew the possessed means of 
transport and to acquire vehicles in favour of the natural environment protection. 
In the context of enhancement of non-fiscal tax functions it would be well-founded 
to expand the rights of local entities and allow them to make resolutions not only 
with regard to non-statutory object exemptions but also tax reliefs18.

14 The stance on this issue was expressed by the Supreme Administrative Court (NSA) in its verdict of 
10 June 1997, stating that communes had no right to introduce tax reliefs in tax on means of transport and 
to make resolutions on partial tax exemptions. (File ref.no. I SA/Wr 654/97, “Wspólnota” 1998, no. 19, p. 22).

15 Based on: R. Dowgier, L. Etel, T. Kurzynka, G. Liszewski, M. Popławski, E. Wróblewski, Reforma 
podatków majątkowych, Dom Wydawniczy ABC, Warsaw 2004, pp. 178–180.

16 For example in the Act on agricultural tax the legislator included delegations for the commune 
councils to enact tax reliefs.

17 J. Ickiewicz, Obciążenia fiskalne przedsiębiorstw, PWE, Warsaw 2009, p. 223.
18 The fact must not be ignored that in the current state of law communes may preferentially treat 

tax payers who install equipment in their vehicles to reduce environmental pollution through enacting 
separate lower tax rates for the means of transport provided with this kind of equipment.
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3.  The Analysis and Evaluation of Tax on Means of 
Transport as a Source of Income of City Counties

Tables 1 and 2 illustrate the 2007–2014 budget revenues of city counties on account 
of certain categories of their own sources of revenue19, with indication of these rev-
enues that showed a yearly downward trend (darker areas in Table 2). Analysing the 
presented data, it should be observed that:

 – the volume of own budget revenues as well as an integral part, i.e. tax revenues 
generally show an upward trend: own revenues of nearly 28.5% from the level 
of 23 279.36 million zlotys to 29 909.31 million zlotys; local taxes of over 24% 
from the level of 7 403.55 million zlotys to 9 205.98 million zlotys; local taxes 
with active tax authority of 47.5% from the level of 5 448.81 million zlotys to 
8 037.49 million zlotys. Only in the case of tax on means of transport there is 
a considerable decline in its impact on the budgets of city counties, from the 
level of 324.45 million zlotys to 307.35 million zlotys (decline of over 5%). It is 
commonly known that individual elements of local tax systems are characterised 
by different sensitivity to the course of the business cycle. Most local government 
revenues are highly sensitive to cyclical fluctuations in the economy: primarily 
the shares of local governments in income taxes, tax on civil law transactions or 
tax on means of transport20. Revenues from the aforementioned levies paid by 
entrepreneurs undoubtedly show close interdependence with their active business 
pursuit undertaken on the local markets. Property tax is less sensitive to business 
cycle fluctuations as its dues depend not on the value but on the property area21. 
Property tax is the most important source of own revenues of local governments 
from among all local taxes, providing local government budgets with high revenues 
also in the period of recession or economic slowdown (high growth dynamics).

 – tax on means of transport is not at present a stable source of city county revenue, 
and its significance in creating budgets of these entities has considerably decreased 
in comparison with 2007, when revenues as well as the share in their own revenues 

19 The article makes use of department 756 of the Rb-27s report which is most important for local 
entities. To simplify, it may be assumed that the data resulting from this department refer to commune 
own revenues. Own revenues may be also registered in other departments. Importantly, revenues from 
all taxes are exclusively included in department 756.

20 Vide etiam: M. Poniatowicz, Kryzys a zmiany dochodów i polityki podatkowej jednostek samorządu 
terytorialnego (na przykładzie miast Unii Metropolii Polskich), in: Konsekwencje zmiany obciążeń podat-
kowych w Polsce, eds. J. Głuchowski, K. Piotrowska-Marczak, J. Fila, Difin, Warsaw 2013, pp. 174–175.

21 Vide i.a.: P. Felis, Funkcja fiskalna i społeczna w powierzchniowym systemie opodatkowania nieruch-
omości na przykładzie gmin w Polsce, “Gospodarka Narodowa” 2015, no. 3.
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and in revenues from local taxes achieved a maximum level in the analysed period. 
Already 2008 saw a very clear decline in the local government revenues, and 
in the subsequent years this decline went even further. This phenomenon was, 
to a certain extent, caused by an economic slowdown, unfavourable factors typical 
of this sector (e.g. a decline in eastward freight in the international transport), 
as a result of which there was a rise in the number of corporate bankruptcies. In 
the years 2011–2014 revenues from tax on means of transport showed a definite 
upward trend. Thus, 2014 saw 307 million zloty worth of city county revenue 
from tax on means of transport, which amounted to only 1.03% of their own 
revenues, 3.34% of revenues from local taxes and only 3.82% of revenues from 
local taxes with active commune tax authority.

Table 1.  City counties revenue potential from tax on means of transport in relation 
to other revenues

Specification 2007 2008 2009 2010 2011 2012 2013 2014

in millions zlotys

Own revenues (dw) 23 279.36 24 742.54 23 613.33 23 616.24 24 929.87 25 542.04 27 596.65 29 909.31

Local taxes (pl) 7 403.55 7 392.64 7 256.30 7 692.85 7 998.20 8 323.24 8 857.62 9 205.98

Local taxes – active 
authority (plwa) 5 448.81 5 767.37 6 035.01 6 374.80 6 788.55 7 318.28 7 753.68 8 037.49

Tax on means of 
transport (pst) 324.45 312.08 308.50 296.31 287.86 292.39 302.36 307.35

in %

pst/dw 1.39 1.26 1.31 1.25 1.15 1.14 1.10 1.03

pst/pl 4.38 4.22 4.25 3.85 3.60 3.51 3.41 3.34

pst/plwa 5.95 5.41 5.11 4.65 4.24 4.00 3.90 3.82

Source: authors’ own materials based on the RB-27s Report data.

Table 2.  Dynamics of changes in budget revenues of city counties (in %; the previous 
year = 100%)

Specification 2008 2009 2010 2011 2012 2013 2014

Own revenues 106.29 95.44 100.01 105.56 102.46 108.04 108.38

Local taxes 99.86 98.16 106.02 103.97 104.06 106.42 103.93

Local taxes – active authority 105.85 104.64 105.63 106.49 107.80 105.95 103.66

Tax on means of transport 91.13 98.85 96.05 97.15 101.57 103.41 101.65

Source: authors’ own materials based on the RB-27s Report data.
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The research conducted in city counties confirms that tax on means of transport 
is primarily incurred by legal persons. To generalise, as much as 70% of the tax paid 
came from legal persons, and only 30% from natural persons (Table 3).

Table 3. City counties revenues from tax on means of transport by tax payers

Specification 2007 2008 2009 2010 2011 2012 2013 2014

in millions zlotys

Total revenues from legal and natural 
persons 324.45 312.08 308.50 296.31 287.86 292.39 302.36 307.35

Revenues from legal persons 234.34 227.21 222.15 209.27 197.07 200.96 208.09 213.18

Revenues from natural persons 90.10 84.87 86.35 87.04 90.79 91.43 94.27 94.17

in%

Revenues from legal persons 72.23 72.81 72.01 70.63 68.46 68.73 68.82 69.36

Revenues from natural persons 27.77 27.19 27.99 29.37 31.54 31.27 31.18 30.64

Source: authors’ own materials based on the RB-27 s Report data.

The volume of revenue which city counties acquire from tax on means of trans-
port is determined by many diversified factors. Firstly, primarily by the ones beyond 
their control, for example the business cycle, the situation of the market of means of 
transport, level of prices, number of entrepreneurs, accessibility of credits and leases 
or the regulations included in the Act on local taxes and charges. Secondly, whether 
or not and to which extent they exercise their tax authority.

In order to illustrate the scale of application of competence of city authorities 
in the area of creation of revenue from tax on means of transport, a comparison was 
made of the effects of application of tax authority instruments with the total reve-
nues from this tax totally, and also separately with regard to the tax paid by legal and 
natural persons (see Table 4). The rights exercised by cities in the analysed period 
had a diversified effect on revenues from TMT. In 2007 the fiscal effects of applica-
tion of tax authority instruments in relation to TMT in city counties amounted to 
88.15 million zlotys, which accounted for 27.2% of revenues from this tax. In 2014 
the amount was more than twice as high – nearly 182 million zlotys, which accounted 
for more than 59% of revenues from TMT. The competence to set tax rates was of 
the greatest significance in revenue reduction. Lower rates gave rise to a financial 
effect from nearly 83 million zlotys in 2007 to nearly 180 million zlotys in 2014. No 
wonder that a rising tendency recorded on absolute data occurred also in the relation 
of financial effects of upper rates reduction to tax revenues. The lost revenues rose 
from 25.5% in 2007 to over 58% in 2014 of revenues from TMT.
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It is worth commenting on the scale of application of tax authority instruments by 
city counties with regard to individual groups of tax payers. In the years 2007–2014 
legal persons had their share of 68% in them on the average and natural persons only 
32%. Preferences given to legal persons rose more quickly – the rise in current prices 
of 117.95%, while preferences given to natural persons rose by 83.22%. Taking into 
account the relation of the financial effects of application of tax authority instruments 
to TMT revenues, we can see that the size of the financial loss was similar: on average 
nearly 44% in the case of legal persons and nearly 48% in the case of natural persons. 
The effects of application of tax authority instruments in TMT with regard to legal 
and natural persons using in their business pursuit certain means of transport were 
considerable, which means that town authorities willingly used their competences, 
primarily, as remarked, in the area of reduction in the upper TMT rates and their 
diversification. And the application of non-statutory reliefs and exemptions affected 
the level of revenues from tax on means of transport to a much lesser degree.

So far, our attention has been primarily paid to the fiscal effects of city county tax 
authority. However, one cannot ignore the fact that thanks to the reduction in max-
imum tax rates and also thanks to the diversification of their height it is possible 
to achieve certain goals, which are important from the perspective of the policy of 
socio-economic development of the local entity. They are, for example: more interest 
of the local entity on the part of transport sector companies, improvement in the 
natural environment or a better quality of the corporate transport base22. Hence, city 
counties, when diversifying TMT, used criteria mentioned in the Act, i.e. the impact 
of the vehicle on the environment or its year of production. The research conducted 
by J. Dziuba indicates that city counties often referred to the EURO norms, defining 
permissible fume emissions in the vehicles sold in the EU, they preferred vehicles 
possessing equipment reducing fume emissions, gas installation, electric drive or 
biofuel, as well as newer vehicles23.

Undeniably, lower local tax rates create more favourable conditions for companies 
to operate, but according to a lot of research conducted, they do not have a deci-
sive significance in the selection of location for registration and business pursuit24. 

22 A. Krzemińska, Dysfunkcje w zakresie stanowienia podatków i opłat lokalnych w gminach, in: 
Konsekwencje zmiany obciążeń podatkowych w Polsce, eds. J. Głuchowski, K. Piotrowska-Marczak, J. Fila, 
Difin, Warsaw 2013, pp. 210–211.

23 J. Dziuba, Dochody z podatku od środków transportowych w miastach na prawach powiatu w kon-
tekście zasady samodzielności finansowej, “Studia Ekonomiczne. Zeszyty Naukowe Uniwersytetu Eko-
nomicznego w Katowicach”, no. 198/1, pp. 139–140.

24 T. Skica, A. Kiebała, T. Wołowiec, Stymulowanie lokalnej konkurencyjności gmin na przykładzie 
podatku od środków transportowych, “Studia Regionalne i Lokalne” 2011, no. 2 (44).
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It appears that for companies it is not the height of tax rate that matters, but the 
stability, predictability and transparency of the commune tax policy25.

Table 4.  The application of tax authority instruments in tax on means of transport 
in city counties in relation to legal and natural persons

Specification 2007 2008 2009 2010 2011 2012 2013 2014

Total revenue from tax on means of 
transport (in millions zlotys) 324.45 312.08 308.50 296.31 287.86 292.39 302.36 307.35

Lost revenue amount (in millions zlotys), 
including
– upper rates reduction
– reliefs and others

88.15

82.80
5.35

113.43

108.72
4.71

123.58

118.04
5.54

122.41

118.98
3.43

135.58

132.72
2.86

153.67

151.29
2.37

168.23

165.73
2.50

181.74

179.42
2.32

Lost revenues/revenues from tax on means 
of transport (in %) 27.17 36.35 40.06 41.31 47.10 52.56 55.64 59.13

Revenues from tax on means of transport 
from legal persons (in millions zlotys) 234.34 227.21 222.15 209.27 197.07 200.96 208.09 213.18

Lost revenue amount (in millions zlotys), 
including
– upper rates reduction
– reliefs and others

58.23

56.29
1.94

78.93

77.82
1.10

85.77

84.03
1.74

81.83

81.11
0.72

89.98

89.01
0.97

103.83

102.90
0.93

114.85

114.42
0.43

126.91

126.63
0.28

Lost revenues/revenues from tax on means 
of transport (in %) 24.85 34.74 38.61 39.10 45.66 51.67 55.19 59.53

Revenues from tax on means of transport 
from natural persons (in millions zlotys) 90.10 84.87 86.35 87.04 90.79 91.43 94.27 94.17

Lost revenue amount (in million zlotys), 
including
– upper rates reduction
– reliefs and others

29.92

26.50
3.41

34.50

30.90
3.60

37.82

34.01
3.81

40.58

37.87
2.71

45.60

43.71
1.89

49.84

48.40
1.44

53.38

51.30
2.07

54.82

52.79
2.03

Lost revenues/revenues from tax on means 
of transport (in %) 33.21 40.65 43.80 46.62 50.23 54.51 56.62 58.21

Source: authors’ own materials based on the RB-27s Report data.

It is also worth looking at Figure 1, which shows the significance of the tax policy 
pursued through tax rates in tax on means of transport in comparison with the deci-
sions about all local taxes covered by city counties tax authority as defined by the Act. 
The presented chart indicates that in the analysed period the share of revenue losses 
on account of maximum rates reduction in TMT in the amount of loss of revenue 
on account of the application of this instrument of tax authority in all local taxes 
rose considerably (by more than 17 percentage points in relation to all tax payers, 

25 M. Bończak-Kucharczyk, K. Herbst, K. Chmura, Jak władze lokalne mogą wspierać przedsiębiorczość, 
Polska Fundacja Promocji Małych i  Średnich Przedsiębiorstw, Fundacja Inicjatyw Społeczno- 
-Ekonomicznych, Warsaw 1998, p. 22.
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by more than 19 percentage points in relation to legal persons and by 14 percentage 
points in the case of natural persons).

The research indicates then that city counties as a whole group present an attitude 
consisting in expansive tax policy in the area of tax on means of transport. It may 
be expected that cities could see more effectiveness in the application of tax policy 
instruments, in particular in the case of TMT, where the tax base is more mobile than 
in the case of taxes on immovable property, generally more significant for communes. 
It cannot be forgotten that we deal, as proven, with a tax of small efficiency. A potential 
decline in revenue connected with the application of tax authority instruments by city 
counties is not generally too severe for their budgets. Hence, it cannot be excluded 
that TMT rates reduction may be treated by politicians as an action allowing them 
to demonstrate their openness to the support for local undertakings26.

Figure 1.  The significance of tax policy of city counties in tax on means of transport 
in relation to all local taxes with active tax authority (in%)
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Source: authors’ own materials based on the RB-27s Report data.

4.  The Impact of Application of Tax Authority Instruments 
on the Level of Budget Revenues of City Counties

Asking about possible effects of financial policy of city counties in tax on means 
of transport, the authors scrutinised at the beginning on the classical correlation of 

26 J. Łukomska, P. Swianiewicz, Polityka podatkowa…, op. cit., p. 39.
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share growth of amounts due to the reduction in the upper tax rates in city counties 
revenues on account of transport tax (variable PU expressed in %) and a quotient of 
variable showing an inflation accounted relative growth of revenues on this account 
over the previous year (variable PD, expressed in %). A possible impact of PU on 
PD in a given year and in the next year was analysed. The correlation tables pre-
sented below show clearly that variable PU is generally negatively correlated with 
variable PD in a given year, which was to be expected as more tax preferences in the 
form of lower tax rates had to result in the decline in revenue growth. However, if 
one considers the impact of variable PU from a given year on variable PD in the 
next year, a positive correlation is seen, i.e. to cut it short: the tax policy works. The 
increase in tax preferences (enacting lower rates) gives rise to positive financial effects 
in transport tax collection in the following year. Let us assume though that it is only 
a preliminary observation.

A simple correlation analysis may be distorted even by single errors or outliers. 
In order to minimise the influence of such data on the analysis of the impact of PU 
on PD the authors processed the data. Firstly, dichotomisation of variables PU and 
PD was made to dichotomic variables u and d – if PUR < 0, then we assume uR = 0, 
and otherwise uR = 1. The same – when variable PDR < 0, then we assume dR = 0, and 
otherwise dR = 1. We join bit variables from two consecutive years (R – 1, R) obtaining 
variable UR and variable DR. These variables may assume values 0 (00), 1 (01), 2 (10) 
or 3 (11). We will show later that there is a significant correlation between UR and 
DR+1. The obtained contingency tables were used to complete a classical Pearson’s 
independence test and also to calculate Spearman’s rho correlation, useful here due 
to the type of variables.

In the next section of the article we show examples of models of the impact of 
PU in a given year R (PUR, R = 2008,…, 2013) on PD in the following year (PDR+1), 
primarily with regard to the tax policy addressed to natural persons, where it seems 
to have the greatest influence. A possible impact of tax policy “accompanies” the 
impact of dynamics of growth in transport tax revenues and the share of transport tax 
in total tax collection– the impact of both these variables is “negative” – the one that 
“rose” in transport tax collection “stronger” and had a higher transport share in all 
taxes and charges collected by the commune, had lower indicators of the dynamics 
of growth in the collection of this tax in the following year.

The analyses were carried out separately for the tax on means of transport paid 
by legal and natural persons. First, we present the correlations for TMT from legal 
persons. The statistical analysis shows that the completion of missing and potentially 
erroneous data gives unexpected results. Therefore, the authors decided to remove 
such data from the analysis in order to deal with the values for which a sensible 
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processing is possible, for example we resigned from the indicators that would have 
to be divided by 0. If data PU, PD from all the years are treated as cross-sectional time 
data, there is a positive correlation of PU with PD from the same year (r = 0.1506, 
significance test value t = 2.563, p < 0.01, Student’s t-distribution with df = 283 
degrees of freedom) and insignificant (!) correlation with PD from the following 
year (r = – 0.0839, significance test value t = –1.416, df =283, p = 0.158). If these data 
are to be considered with regard to subsequent years separately (see Table 5), it is 
seen even more clearly that certain correlations, from among those specified in the 
correlation table, are not significant.

Table 5.  Correlations for TMT from legal persons. Border correlation insignificant 
r* = 0.2609 (for α = 0.05)

PU\PD 2009 2010 2011 2012 2013 2014

2008 0.2267 0.2611 –0.1103 –0.0254 –0.0025 –0.2319

2009 0.0175 0.0607 –0.0324 0.1385 –0.0189 –0.0945

2010 –0.0363 –0.1689 0.0721 0.0299 –0.0359 0.1030

2011 0.1020 0.1129 –0.5069 0.7229 –0.0706 0.2095

2012 –0.2334 –0.1282 0.0739 –0.1544 0.0119 0.0574

2013 –0.1919 –0.3674 0.2353 0.0915 –0.0889 0.8141

2014 –0.1861 0.0751 –0.0912 –0.0878 0.0227 –0.5760

Source: authors’ own materials based on the RB-27s Report data.

Table 6.  Correlations for TMT from natural persons. Border correlation insignificant 
r* = 0.2632 (for α = 0.05)

PU\PD 2009 2010 2011 2012 2013 2014

2008 0.3368 –0.1538 0.3106 –0.2466 0.0599 0.0133

2009 –0.0938 0.1820 –0.1360 0.1761 –0.0993 0.0261

2010 0.0861 –0.2945 0.2440 –0.0714 –0.0642 0.1013

2011 –0.0871 0.0506 –0.4873 0.6613 –0.2510 0.1533

2012 –0.0204 0.0432 0.0081 –0.4187 0.4398 0.0043

2013 –0.0583 0.0058 –0.0351 0.1000 –0.4395 0.4718

2014 –0.1032 –0.1565 0.3347 –0.2681 0.4064 –0.4489

Source: authors’ own materials based on the RB-27s Report data.

For TMT from natural persons the calculated corrections indicate a clearer 
impact of tax policy on tax collection, though there are single outliers seen from 
the general “pattern” (see Table 6). If PU, PD data from all the years are considered 



Paweł Felis, Henryk Rosłaniec 24

as cross-sectional time data, there is a strong correlation of PU with PD from the 
same year (r = 0.3944, significance test value t = 7.155, Student’s t-distribution with 
df = 278 degrees of freedom) and a negative correlation with PD from the following 
year (r = –0.3646, significance test value t = –6.528, df =278).

The correlations of variables PU with PD for natural persons are on average 
stronger and more stable over time than for legal persons (for the evaluation of 
effectiveness of tax policy pursued in year R the value of correlation of variable PUR 
with variable PDR+1 is significant here).

Additionally, the behaviour of variable PDR is shown in the following tables 
(Tables 7 and 8).

Table 7. Mutual correlations of variables PDR for TMT from legal persons

PD/PD 2009 2010 2011 2012 2013 2014

2009 1.0000 0.1846 –0.2516 0.2069 –0.1465 0.0342

2010 0.1846 1.0000 –0.5502 0.1775 –0.1658 –0.3038

2011 –0.2516 –0.5502 1.0000 –0.6300 0.3166 0.1087

2012 0.2069 0.1775 –0.6300 1.0000 –0.5329 0.2045

2013 –0.1465 –0.1658 0.3166 –0.5329 1.0000 –0.2190

2014 0.0342 –0.3038 0.1087 0.2045 –0.2190 1.0000

Source: authors’ own materials based on the RB-27s Report data.

Table 8. Mutual correlations of variables PDR for TMT from natural persons

PD/PD 2009 2010 2011 2012 2013 2014

2009 1.0000 –0.3836 0.1758 –0.0292 –0.1332 0.1093

2010 –0.3836 1.0000 –0.4895 0.0070 0.3017 –0.0554

2011 0.1758 –0.4895 1.0000 –0.6356 0.1091 –0.1870

2012 –0.0292 0.0070 –0.6356 1.0000 –0.5507 0.2005

2013 –0.1332 0.3017 0.1091 –0.5507 1.0000 –0.6224

2014 0.1093 –0.0554 –0.1870 0.2005 –0.6224 1.0000

Source: authors’ own materials based on the RB-27s Report data.

Apart from one outlier (for TMT from natural persons), a negative correlation is 
clearly seen. There is a negative dependence of PDR+1 on PDR – i.e. a positive tendency 
in growth in tax in a given year stimulates the occurrence of a negative tendency in the 
following year. On the contrary, if the growth in revenue from tax is on the decline 
in a given year, in the following year a stronger growth in revenues from tax is more 
likely to occur. It is as if the situation of fiscal effects of tax authority stabilised all by 



The Application of Tax on Means of Transport in Local Tax Policy in Poland. Evidence of City Counties 25

itself and in a sense averaged itself – an increasing growth is followed by a declining 
growth, and a declining one is followed by an increasing one.

As remarked before, in order to minimise the impact of outliers on the analysis of 
impact of tax policy on the size of tax collection, the data were subject to processing, 
described in detail at the beginning of the article. Thus, we will show now conver-
gence tables worked out for variables UR and DR+1 for years R = 2009, 2010,…, 2013 
(resulting from processing of original variables PU, PD from years R = 2008, 2009,…, 
2013). Let us begin with such a table for TMT for legal persons and year R = 2009 – we 
will describe in a greater detail what was calculated and what the significance of the 
accompanying numbers is. So in Table 9 we examine the dependence of D2010 on U2009.

Table 9. Convergence table for TMT from legal persons (R = 2009)

U\D 0 1 2 3

0 6 2 4 0 12

1 7 1 1 3 12

2 4 3 4 1 12

3 9 8 6 6 29

26 14 15 10 65

Source: authors’ own materials based on the RB-27s Report data.

Table 10.  Convergence table for TMT from legal persons (R = 2010). χ2 = 23.51 
(p = 0,005), rho = – 0.1328 (t = –1.064, p = 0.29). Pearson’s independence test 
shows a significant dependence, but Spearman’s rho correlation test does 
not confirm it

U\D 0 1 2 3

0 3 2 2 1 8

1 9 4 0 3 16

2 1 2 9 1 13

3 10 10 4 4 28

23 18 15 9 65

Source: authors’ own materials based on the RB-27s Report data.

The value of Pearson’s independence χ2 = 9.47, which gives a probability of improper 
rejection of hypothesis of independence at the level p = 0.39 (distribution χ2 with 
9 degrees of freedom). The value of Spearman’s rho correlation coefficient amounts 
to –0.1174, and the value of a respective significance test amounts to t = –0.938, 
p = 0.35 (Student’s t-distribution with 63 degrees of freedom). The results of both 
these tests indicate an insignificant dependence between U2009 and D2010. The next 
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tables, for the next years, will be completed with the values whose sense we described 
with the first convergence table (no. 9).

Table 11.  Convergence table for TMT from legal persons (R = 2011). χ2 = 18.52 
(p = 0.03), rho = 0.0128 (t = 0.102, p = 0’92). Pearson’s independence test 
shows a significant dependence, but Spearman’s rho correlation test does 
not confirm it

U\D 0 1 2 3

0 3 3 1 2 9

1 1 8 2 1 12

2 1 1 7 3 12

3 5 16 4 7 32

10 28 14 13 65

Source: authors’ own materials based on the RB-27s Report data.

Table 12.  Convergence table for TMT from legal persons (R = 2012). χ2 = 22.24 
(p = 0,008), rho = 0.1955 (t = 1.582, p = 0.12). Pearson’s independence test 
shows significant dependence, but Spearman’s rho correlation test does 
not confirm it

U\D 0 1 2 3

0 1 3 2 2 8

1 0 8 2 3 13

2 2 1 11 4 18

3 0 9 5 12 26

3 21 20 21 65

Source: authors’ own materials based on the RB-27s Report data.

Table 13.  Convergence table for TMT from legal persons (R = 2013). χ2 = 42.73 
(p = 0.000002), rho = 0.5234 (t = 4.876, p = 0.000008). The dependence is 
significant

U\D 0 1 2 3

0 3 0 7 0 10

1 3 10 2 1 16

2 0 0 6 1 7

3 2 5 9 16 32

8 15 24 18 65

Source: authors’ own materials based on the RB-27s Report data.
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Next, there are convergence tables presented for tax on means of transport paid 
by natural persons, R = 2009,…, 2013.

Table 14.  Convergence table for TMT from natural persons (R = 2009). χ2 = 18.79 
(p = 0.027), rho = 0.1974 (t = 1.598, p = 0.115). Pearson’s independence test 
shows significant dependence, but Spearman’s rho correlation test does 
not confirm it

U\D 0 1 2 3

0 1 1 6 2 10

1 4 3 3 2 12

2 1 3 8 2 14

3 0 7 9 13 29

6 14 26 19 65

Source: authors’ own materials based on the RB-27s Report data.

Table 15.  Convergence table for TMT from natural persons (R = 2010). χ2 = 11.80 
(p = 0.22), rho = 0.1385 (t = 1.110, p = 0.27). The dependence is insignificant

U\D 0 1 2 3

0 2 3 3 0 8

1 2 9 1 4 16

2 1 2 3 1 7

3 1 12 13 8 34

6 26 20 13 65

Source: authors’ own materials based on the RB-27s Report data.

Table 16.  Convergence table for TMT from natural persons (R = 2011). χ2 = 21.52 
(p = 0.01), rho = 0.0130 (t = 0.103, p = 0.92). Pearson’s independence test 
shows significant dependence, but Spearman’s rho correlation test does 
not confirm it

U\D 0 1 2 3

0 0 4 4 0 8

1 3 2 1 1 7

2 2 2 16 0 20

3 4 9 11 6 30

9 17 32 7 65

Source: authors’ own materials based on the RB-27s Report data.
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Table 17.  Convergence table for TMT from natural persons (R = 2012). χ2 = 14.65 
(p = 0.1), rho = 0.1572 (t = 1.264, p = 0.21). The dependence is insignificant

U\D 0 1 2 3

0 2 5 1 2 10

1 1 14 1 2 18

2 1 2 6 2 11

3 3 13 7 3 26

Source: authors’ own materials based on the RB-27s Report data.

Table 18.  Convergence table for TMT from natural persons (R = 2012). χ2 = 16.86 
(p = 0.05), rho = 0.1843 (t = 1.489, p = 0.14). The dependence is weak or 
insignificant

U\D 0 1 2 3

0 2 1 7 0 10

1 1 6 3 1 11

2 1 1 6 5 13

3 2 8 10 11 31

6 16 26 17 65

Source: authors’ own materials based on the RB-27s Report data.

We have already said that the correlations of variables PUR with PDR+1 for tax 
collected from legal persons do not indicate any significant “pattern” of dependence, 
if considered separately for every year. When considering these data as cross-sectional 
and time data, some weak dependences of this kind are seen. The situation is better 
in the case of tax collected from natural persons. The correlation dependence here 
is clearer and more stable – growing PUR affects a decline in variable PDR, and the 
same growing variable PUR affects a rise in variable PDR+1. This first dependence is 
a natural consequence of financial arithmetic – if communes increase the scale of 
application of their competence in a certain year, reducing the upper tax rates, the tax 
revenues in the same year will fall. The second dependence means that an increase 
in financial effects of commune tax authority will influence a positive tendency in tax 
collection in the following year. Thus, it may be stated that preferences given to tax 
payers in the form of lower tax rates in one year have a stimulative effect on the tax 
collection in the following year. TMT collection from natural persons brings about 
3 times less revenue than from legal persons. There have to be other mechanisms 
here thanks to which the policy seems to bring positive effects in the case of natural 
persons, while in the case of legal persons it does not.
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Recapitulating: for the collection of tax on means of transport from legal per-
sons no regular “pattern” of dependence was found – there is no uniform, positive 
reaction of business entities to city counties tax policy. It is not much better in the 
case of collection of tax from natural persons. Pearson’s independence test indicated 
a weak dependence of variable UR (a rise in the share of preferences in the form of 
lower rates in tax collection in year R) on variable DR+1 (tendency of rise in tax col-
lection in year R+1). Spearman’s rho correlation test did not confirm that. The size 
of the data set does not favour the application of Pearson’s independence test and 
Spearman’s rho correlation test. However, if we aggregate convergence tables from all 
the years (from 2009 to 2013), then for a 5 time bigger data set now, we will obtain 
new tables (Tables 19–21).

Table 19.  Convergence table for TMT totally from legal and natural persons. χ2 = 58.45 
(p < 0.000001), rho = 0.1409 (t = 2.557, p = 0.011). Significant dependence

U\D 0 1 2 3

0 13 11 18 4 46

1 17 30 12 7 66

2 6 7 36 12 61

3 18 51 37 46 152

54 99 103 69 325

Source: authors’ own materials based on the RB-27s Report data.

Table 20.  Convergence table for TMT from legal persons. χ2 = 68.32 (p < 0.000001), 
rho = 0.1350 (t = 2.449, p = 0.015). Significant dependence

U\D 0 1 2 3

0 16 10 16 5 47

1 20 31 7 11 69

2 8 7 37 10 62

3 26 48 28 45 147

70 96 88 71 325

Source: authors’ own materials based on the RB-27s Report data.

The presented tables indicate that the dependence is not very strong but significant. 
Pearson’s independence test indicates a little stronger dependence for legal persons, 
while Spearman’s rho correlation test indicates stronger dependence for natural 
persons. The latter, as shown in Tables 9–18, is less inclined to show a significant 
dependence, so the indication of Spearman’s rho correlation for natural persons may 
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be considered more significant. The indications of the classical Pearson’s correlation 
test shown in Tables 5–6 may be used as an additional argument. They point to a more 
stable correlation dependence in the case of natural than legal persons.

Table 21.  Convergence table for TMT from natural persons. χ2 = 48.36 (p < 0.000001), 
rho = 0.1529 (t = 2.780, p = 0.006). Significant dependence

U\D 0 1 2 3

0 7 14 21 4 46

1 11 34 9 10 64

2 6 10 39 10 65

3 10 49 50 41 150

34 107 119 65 325

Source: authors’ own materials based on the RB-27s Report data.

The authors also analysed many econometric models to find possible dependences 
of variables for year R, including PUR, with variable PDR+1. For TMT collection from 
legal persons a “pattern” of dependence was sought, with independent variables UDR 
and PDR, and dependent variable PDR+1. In the models obtained for the following 
years a logical “pattern” of dependences could hardly be seen. If the 2009–2013 data 
are aggregated into one data series, then for independent variables PU and PD from 
a given year and variable PDnext from the next year as a dependent variable the fol-
lowing model was obtained:

PDnext = 2.84% + 0.6264*PU – 0.1256*PD

indicating an averaged impact of PU and PD on PDnext for all the analysed years. If 
this model is completed by variables values:
• UDR – % share of revenues from tax on means of transport in year R to all rev-

enues received in year R
for the period 2009–2013, then after combining this value from the years 2009–2013 
(in cross-sectional time data) into variable UD we obtain an extended, also coinci-
dent, model:

PDnext = 15.82% – 13.7243*UD + 0.5971*PU – 0.1393*PD

And for the collection of tax on means of transport from natural persons, year 
on year, the following models were obtained:



The Application of Tax on Means of Transport in Local Tax Policy in Poland. Evidence of City Counties 31

PD2010 = 4.63% + 0.1906*PU2009–0.3314*PD2009

PD2011 = 7.38% + 0.2555*PU2010–0.7441*PD2010

PD2012 = – 4.05% + 0.6307*PU2011–0.2945*PD2011

PD2013 = 2.43% + 0.3533*PU2012–0.4249*PD2012

PD2014 = 1.27% + 0.2478*PU2013–0.5121*PD2013

Here, also regression coefficients at variables PUR are positive, and regression 
coefficient at variables PDR, are negative. The former means a positive reaction to tax 
policy in relation to the tax paid by natural persons. The latter means that after a neg-
ative tendency in the growth in the tax from natural persons, in the following year 
there is a better chance for the occurrence of positive tendency. Moreover, it should 
be observed that the model is coincident, i.e. the signs of regression coefficients are 
compliant with the signs of respective correlation coefficients. If the 2009–2013 data 
are combined in one cross-sectional time data series, then for independent variables 
PU and PD from a given year and variable PDnext from the next year as a dependent 
variable the following model is obtained:

PDnext = 2.35% + 0.3380*PU – 0.4464*PD

confirming the way PU and PD affect PDnext analysed longer than year on year.
If two variables are added to this model:

• VUR – % share of effects of reduction in upper rates in tax collection in year R 
in the collection of this tax in year R,

• UDR – % share of revenue from tax on means of transport in year R in all the 
received revenues in year R,

then after combining them (in a cross-sectional time series) for the period 2009–2013 
into variables VU and UD we obtain an extended, also coincident, model:

PDnext = 1.25% + 0.1134*VU – 8.8508*UD + 0.2610*PU – 0.4681*PD

What does this model show in comparison with the former one? Firstly, a bigger 
% share of effects of reduction in upper rates in collection of tax on means of transport 
stimulates positive response to tax policy. Secondly, the bigger the % share of revenues 
is on account of tax on means of transport in the own revenues of city counties, the 
less effective their tax policy seems to be. Variables PU and PD work in the same way 
as in the model, in which only these variables were used as independent variables. 
It is a very interesting general question – in which communes (due to the value of 



Paweł Felis, Henryk Rosłaniec 32

a specific economic variable) tax policy works better, and in which ones it works 
worse. One of such definite answers is included in the above model – variables VU, 
UD are then a possibility of differentiating local entities with regard to the expected 
impact of tax policy on the volume of revenues in future periods. After removing 
variable VU from the set of independent variables we obtain the model:

PDnext = 6.68% – 7.5378*UD + 0.3261*PU – 0.4523*PD

If this model is compared with a respective model for tax on means of transport from 
legal persons presented before, it can be seen that:
• A negative impact of variable UD is lower than for legal persons (increased share 

of tax on means of transport in total revenues of city counties in a given year 
more weakly affects the downward tendency in revenues from means of transport 
in the following year).

• A positive impact of PU is also smaller than for legal persons (see a remark 
below). However, it should be considered here that variables PU and PD are 
generally negatively correlated every year; thus, PU growth causes the growth in 
PDnext (which results from the model), but PU growth is directly correlated with 
the PD decline, which also causes PDnext growth due to a negative correlation 
coefficient at PD.

• A negative impact of variable PD is stronger than for legal persons (growth dynam-
ics/decline in collection of tax on means of transport in a given year is subject to 
faster compensation in the following year; thus a relative growth in collection of 
tax on means of transport self-restricts itself more strongly).

5. Conclusion

Recapitulating the conducted research, we may state that tax on means of trans-
port is not a significant and stable source of income of city counties in Poland. In the 
course of analysed years the volume of revenues feeding their budgets on this account 
was only slightly reduced. The best year from the point of view of the effects of tax 
on means of transport in city counties budgets was definitely 2007, the first year of 
our analysis and at the same time the last pre-crisis year. Only in the last years of the 
research period was there a certain improvement, a growth in revenues received by 
city counties on account of TMT. The significance of this tax as a source of budget 
revenues of these entities decisively declined (minimum TMT share in own revenues 
and revenues on account of local taxes).
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On the one hand, this phenomenon was caused by objective factors (macro-
economic), beyond any control of city counties. It should be emphasised that the 
regulations included in the Act on local taxes and charges were an important but 
permanent factor. In the analysed period the legislator unfortunately did not mod-
ify the laws regulating TMT. The most important changes, as a result of which the 
object scope of tax was narrowed and which seriously limited its role and at the same 
time its significance as an instrument of socio-economic policy of communes, were 
introduced much earlier.

On the other hand however, it was caused by the application of certain instru-
ments by city authorities (reduction in upper tax rates or introducing non-statutory 
reliefs and exemptions) in the framework of the local tax policy pursued. The research 
proves that city counties quite commonly used the rights given to them (a high and 
constantly growing share of effects of the use of tax authority in tax revenues, and also 
the growth in the significance of tax policy in TMT in comparison with tax policy 
in all local taxes). In particular, it dealt with the possibility of enacting lower tax rates 
than maximum rates defined in the Act, which as a result gave rise to a considerable 
decline in revenues on this account. Being aware however, of a small revenue potential 
of city counties from this tax (it has brought only 1% of city counties own revenues 
in recent years), we may record a marginal impact of the height of TMT rates on the 
revenue situation in city counties. The article also indicates that the diversification 
of rates, on the basis of the assumed criteria, might be in favour of rational activ-
ity stimulating the achievement of desired economic and social effects (improved 
natural environment thanks to lower fume emissions and reduced noise intensity 
or improvement in the transport base of companies operating in the commune). 
A substantive assessment of the effects of the outlined motivational function requires 
some separate in-depth research though.

Tax on means of transport is, as remarked, a local tax characterised by the great-
est mobility of the tax base. Do the effects of upper rates reductions, particularly 
conspicuous in this tax, confirm tax competition between large cities? The article 
does not present strong evidence of tax competition in the area of tax on means of 
transport. It may only be speculated that in the case of tax whose tax base is more 
mobile than that of other local taxes, and also with regard to a tax of low efficiency 
(low risk for the revenue level), tax competition becomes more probable.

It was a very important issue for the authors to examine not only the use of 
instruments of the local tax policy, but also their practical effectiveness manifested 
in the budget revenue growth in the subsequent periods. The general conclusion 
from this part of analysis is as follows: the reduction in the upper rates of tax on 
means of transport gives rise to diversified effects in different periods. It more often 
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leads to a decline in budget revenues. Thanks to the constructed correlation tables 
we managed to observe certain statistical dependences. A correlation has been con-
firmed between tax policy, primarily in the case of tax paid by natural persons, and 
a growing tendency in revenues from this tax. The authors made an attempt to create 
some models explaining the effectiveness of city counties tax policy in the area of 
tax on means of transport.
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1. Introduction

Polish firms typically start their internationalisation process, and continue their 
expansion, in the markets proximate to Poland1. As a result, the geographical structure 
of Polish trade and foreign direct investment (FDI) is not diversified. In 2015, 89% 
of Polish exports went to Europe and Central Asia, with top ten trading partners (i.e. 
Germany, Czech Republic, UK, France, Italy, Netherlands, Russian Federation, Sweden, 
Spain and Hungary) accounting for 66% of Polish exports2. Europe accounted for 
88% of Polish outward FDI stock in 2015. The main recipients of Polish outward FDI 
in 2015 were Cyprus, Luxembourg, Czech Republic, Netherlands and Switzerland, 
although, except for Czech Republic, these investments typically were not production- 
or sales-oriented. In terms of the number of investment projects (both greenfield 
and M&A), the most popular destinations of Polish ventures abroad are Germany, 
Lithuania, Czech Republic and UK3. In 2014, 61.4% of foreign subsidiaries of Polish 
firms were located in the European Union (EU)4.

Thus, Polish firms follow the path of ‘regional multinationals’5, and very rarely 
reach out to global (i.e. outside the EU) markets. This strategy is in line with both 
the Uppsala model of internationalisation (at the early stage of internationalisation 
firms limit their international presence to psychically-close markets)6, as well as the 
studies on performance outcomes of ‘regional’ versus ‘global’ MNCs. The latter stream 
of research indicates that home region-focused expansion yields faster growth that 
geographically dispersed expansion path7. The international behaviour of Polish firms 

1 W. Nowiński, W. Nowara, Stopień i uwarunkowania internacjonalizacji polskich małych i średnich 
przedsiębiorstw, “Gospodarka Narodowa” 2011, vol. 3, pp. 29–45; R. Śliwiński, Zróżnicowanie przestrzenne 
i strategie internacjonalizacji polskich przedsiębiorstw, “Przegląd Organizacji” 2012, vol. 4, pp. 15–19; 
M. Jarosiński, Procesy i modele internacjonalizacji polskich przedsiębiorstw, SGH, Warsaw 2013.

2 World Bank, World Integrated Trade Solution, http://data.worldbank.org/data-catalog/wits 
(28.10.2016).

3 Ministerstwo Rozwoju, Polskie bezpośrednie inwestycje zagraniczne w 2014 roku, https://www.
mr.gov.pl/media/18110/Polskie_inwestycje_bezposrednie_2014.pdf (3.11.2016).

4 Central Statistical Office, Działalność podmiotów posiadających jednostki zagraniczne w latach 
2008–2014, Warsaw 2016.

5 A. M. Rugman, C. Bain, Multinational Enterprises Are Regional, Not Global, “Multinational Business 
Review” 2003, vol. 11 (1), pp. 3–12.

6 J. Johanson, J.-E. Vahlne, The Internationalisation Process of the Firm – A Model of Knowledge 
Development and Increasing Foreign Market Commitments, “Journal of International Business Studies” 
1977, vol. 8 (1), pp. 23–32.

7 A. M. Rugman et al., Note on Return on Foreign Assets and Foreign Presence for UK Multinationals, 
“British Journal of Management” 2008, vol. 19 (2), pp. 162–170.
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is also consistent with the International Business (IB) literature, indicating the crucial 
role of distance in shaping the firms’ internationalisation strategy8.

Most of the IB studies conducted in Poland focus on ‘typical’ patterns of interna-
tionalisation and investigate firms operating in regional markets9. Recently, there have 
been numerous calls to diversify the structure of Polish exports and FDI, increasing 
the presence of Polish firms in the global (as opposed to purely regional) markets10. 
These calls have been supported by a number of initiatives sponsored by the Polish 
government. In 2012, the Polish Ministry of Economy initiated two programmes 
aimed at increasing the global presence of Polish firms: Go China and Go Africa11. 
One of the key goals of the Polish government for 2016 involved further diversifica-
tion of export, measured by the increase in the share of export to distant markets (i.e. 
outside the EU) in the total Polish export12. Mexico has been chosen as one of the 
five key markets where the Polish government will conduct an intensive promotion 
of Polish industries13. Another initiative aimed at increasing the presence of Polish 
firms in distant markets, is the governmental Programme of Financial Support for 
Exporters14. This programme, realised through the state development bank BGK, 
involves support for Polish firms on high-risk markets, based on an assumption of 
risk-sharing between the company expanding abroad and BGK.

The calls for Polish firms ‘going global’ have not been followed by academic 
research, focusing on the opportunities and barriers to internationalisation in regard 
to distant markets. This paper aims at addressing this research gap, by focusing on 
the activities of Polish firms in one of the ‘distant’ regions, that is Latin America. 

8 P. Ghemawat, Distance Still Matters: The Hard Reality of Global Expansion, “Harvard Business 
Review” 2001, vol. 79 (8), pp. 137–147.

9 See for example: K. Wach, Europeizacja małych i średnich przedsiębiorstw: rozwój przez umiędzy-
narodowienie, Wydawnictwo Naukowe PWN, Warsaw 2012.

10 A. Arendarski, Polscy przedsiębiorcy w UE. 10 lat doświadczeń wobec wyzwań przyszłości, “Bezpie-
czeństwo Narodowe” 2014, vol. 4, pp. 125–137; B. Góralczyk, Stawiajmy na wschodzące rynki, “Obserwator 
Finansowy”, 27.04.2015, https://www.obserwatorfinansowy.pl/tematyka/makroekonomia/stawiajmy-na-
-wschodzace-rynki/ (15.10.2016).

11 Polish Institute of International Affairs, Promocja polskiej gospodarki za granicą, https://www.
pism.pl/files/?id_plik=17520 (15.10.2016).

12 Ministerstwo Rozwoju, Plan działalności Ministra Rozwoju na rok 2016, http://mr.bip.gov.pl/
plan-dzialalnosci-ministerstwa/plan-dzialalnosci-na-2016-r.html (4.11.2016).

13 Ministerstwo Rozwoju, Programy promocji na rynkach perspektywicznych, https://www.mr.gov.
pl/strony/zadania/wspolpraca-miedzynarodowa/wspolpraca-gospodarcza/promocja-eksportu/#Pro-
gramy%20promocji%20na%20rynkach%20perspektywicznych (4.11.2016).

14 BGK, Financial Support for Exporters. Government Programme, Warsaw 2015, https://www.bgk.
pl/files/public/Pliki/Przedsiebiorstwa/Government_Programme_Financial_Support_for_Exporters.pdf 
(15.10.2016).
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Despite its economic potential15, and ethnic Polish minorities active in this region16, 
the presence of Polish firms in Latin America is very limited. In 2015 the region 
accounted for only 0,86% of Polish export and 0,87% of Polish outward FDI stock17.

In this paper the following questions are being asked: (1) What is the current state 
of internationalisation of Polish firms in Latin America, in both quantitative (i.e. value 
of exports and FDI) and qualitative terms (i.e. characteristics of key exporters and 
investors)?; (2) What are the main distance-related barriers to internationalisation18 
of Polish firms in Latin America? Our contribution to the IB literature is twofold. 
First, on a theoretical level, we shed light on the understudied phenomenon of the 
expansion of Polish firms to very distant markets, providing a better understanding 
of the role of distance in the internationalisation process. Second, on a practical level, 
we contribute to the discussion on whether the ‘go global’ strategy is viable for Polish 
firms and whether it should be supported by the public policy measures. The article 
is structured as follows. First, the literature review is presented and theoretical foun-
dations for the study are provided. Next, the research methods are being discussed. 
Then, the reader is being acquainted with the results of the conducted analyses. The 
theoretical and practical implications of the findings and the limitations of the study 
are also being discussed.

15 K. Brudzińska, B. Znojek, Poland and Brazil: Narrowing the Distance, Exploring Mutual Potential, 
Policy Paper no. 46, Polish Institute of International Affairs, Warsaw 2012; P. Pazarán, México y Polonia, 
socios estratégicos, “Fortuna”, 18.12.2012; B. Znojek, Emerging Latin America: A Case for Increasing Poland’s 
Interest in the Region, PISM Strategic File no. 25, Polish Institute of International Affairs, Warsaw 2012; 
K. Brudzińska, M. Rostowska, Latin America and the Caribbean Countries and Central-Eastern Europe 
– Potential for Economic Cooperation: Polish Case Study, EU-LAC Foundation, Polish Institute of Inter-
national Affairs, Warsaw 2014.

16 M. Gorynia et al., Fostering Competitiveness of Polish Firms: Some Musings on Economic Policy 
and Spacial Expansion, in: International Management Development Research Yearbook, eds. E. Kaynak, 
T. Harcar, IMDA, Pennsylvania 2005; K. Brudzińska, Visão Geral das Relações Polônia-Brasil, “A União 
Europeia Alargada em tempos de novos desafios”, pp. 163–174, Fundação Konrad Adenauer Stiftung, 
Rio de Janeiro 2014.

17 National Bank of Poland, Polskie inwestycje bezpośrednie za granicą, http://www.nbp.pl/home.
aspx?f=/publikacje/pib/pib.html (28.10.2016).

18 IB literature indicates a number of barriers to internationalization, typically differentiating 
between internal (i.e. firm-specific, related to the company’s strategy and resources) and external (i.e. 
environmental-specific, related to the conditions in the target market and the home country context), 
for details see for example: L. C. Leonidou, Empirical Research on Export Barriers: Review, Assessment, 
and Synthesis, “Journal of International Management” 1995, vol. 3 (1), pp. 29–43.
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2. Role of Distance in the Internationalisation Process

Theories of foreign trade and International Business are based on the assumption 
that the location of home and host markets, and the resulting distance between them, 
play a fundamental role in shaping the internationalisation process and its outcomes. 
The macro-level gravity models of trade, posit that the geographic distance between 
two countries is a key determinant of the value of trade between these countries19. 
The micro-level IB theories assume that the ‘liability of foreignness’, resulting from 
operating in the unfamiliar market, is the key barrier to firm’s internationalisation20. 
They also point to the fact that there are many sources of ‘liability of foreignness’, 
other than purely geographic distance, such as differences in language, education, 
business practices, level of economic development21, national culture 22, institutional 
and political environment23, etc. Thus, the concept of distance is multidimensional 
and may not be reduced to geographical distance only.

A multidimensional framework of distance has been offered by Ghemawat24. His 
model is called CAGE, which is an acronym for: cultural, administrative, geographic, 
economic dimension of distance. Cultural distance refers to differences in language, 
religion and norms and values25. Extant research reveals that cultural distance increases 
the pressure on local responsiveness (as opposed to global integration)26, thus moti-
vating firms to adapt their marketing mix27. Findings relating to the role of cultural 
distance in other internationalisation choices (e.g. market selection, mode of entry) 
and their outcomes, have been inconclusive. For example, Edwards and Buckley28 
revealed that cultural proximity was the main attractor for Australian firms entering 

19 J. Tinbergen, Shaping the World Economy: Suggestions for an International Economic Policy, New 
York 1962.

20 S. H. Hymer, The International Operations of National Firms: A Study of Direct Foreign Investment, 
MIT Press, Cambridge 1976.

21 J. Johanson, J.-E. Vahlne, op. cit.
22 B. Kogut, H. Singh, The Effect of National Culture on the Choice of Entry Mode, “Journal of Inter-

national Business Studies” 1988, vol. 19 (3), pp. 411–432.
23 H. Barkema et al., Foreign Entry, Cultural Barriers and Learning, “Strategic Management Journal” 

1996, vol. 17 (2), pp. 151–166.
24 P. Ghemawat, op. cit.
25 Ibidem.
26 C. A. Bartlett, S. Ghoshal, Managing Across Borders: The Transnational Solution, Harvard Business 

School Press, Boston 1989.
27 T. W. Moon, S. Park, The Effect of Cultural Distance on International Marketing Strategy: An Com-

parison of Cultural Distance and Managerial Perception Measures, “Journal of Global Marketing” 2011, 
vol. 24 (1), pp. 18–40.

28 R. W. Edwards, P. J. Buckley, Choice of Location and Mode: The Case of Australian Investors in the 
U. K., “International Business Review” 1998, vol. 7 (5), pp. 503–520.
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UK, whereas Robertson and Wood29 found cultural distance to be the least important 
determinant of location choice. In a similar vein, there are studies revealing that high 
cultural distance increased the likelihood of choosing full-control modes of entry, that 
is wholly owned subsidiaries30, increased the likelihood of choosing joint ventures31 
or did not affect the choice of entry mode32. Studies on the performance outcomes 
of internationalisation to culturally distant countries, again, yielded mixed results33.

Inconsistencies in findings relating to the role of cultural distance in internation-
alisation have been explained by difficulties in measuring national culture, and conse-
quently, cultural distance. In IB literature, cultural distance is typically measured with 
the Kogut and Singh’s34 index, based on dimensions offered by Hofstede35. Originally, 
the Hofstede framework, developed based on IBM database, covering 64 countries 
and created in 1967–1973, included four dimensions: power distance, uncertainty 
avoidance, individualism (vs. collectivism) and masculinity (vs. feminity). Recently, 
the Hofstede framework has been severely criticised both by psychologists36 and IB 
scholars37, and there have been calls to use more modern approaches to measure 
culture, one of them being the GLOBE project38.

Administrative distance encompasses differences in administrative systems (result-
ing, for example, from the lack of colonial ties), currency, participation in international 
organisations and agreements (e.g. free market agreements). It is also determined by 
the level of political proximity and increases if the countries are politically hostile 39. 
Administrative distance is strictly related to institutional distance40, and both terms 

29 K. R. Robertson, V. Wood, The Relative Importance of Type of Information in the Foreign Market 
Selection Process, “International Business Review” 2001, vol. 10 (3), pp. 363–379.

30 P. Padmanabhan, K. R. Cho, Ownership Strategy for a Foreign Affiliate: An Empirical Investigation 
of Japanese Firms, “Management International Review” 1996, vol. 36 (1), pp. 45–65.

31 K. Brouthers, L. Brouthers, Explaining the National Cultural Distance Paradox, “Journal of Inter-
national Business Studies” 2001, vol. 32 (1), pp. 177–189.

32 M. K. Erramilli, Nationality and Subsidiary Ownership Patterns in Multinational Corporations, 
“Journal of International Business” 1996, vol. 27 (2), pp. 225–248.

33 H. Barkema et al., op. cit.; P. Morosini, National Cultural Distance and Cross-Border Acquisition 
Performance, “Journal of International Business Studies” 1998, vol. 29 (1), pp. 137–158.

34 B. Kogut, H. Singh, op. cit.
35 G. Hofstede, Culture’s Consequences: Comparing Values, Behaviors, Institutions, and Organizations 

Across Nations, Sage, London 2011.
36 P. Boski, Kulturowe ramy zachowań społecznych, Wydawnictwo Naukowe PWN, Warszawa 2009.
37 O. Shenkar, Cultural Distance Revisited: Towards a More Rigorous Conceptualization and Measure-

ment of Cultural Differences, “Journal of International Business Studies” 2001, vol. 32 (3), pp. 519–535.
38 R. J. House, Culture, Leadership, and Organizations, the Globe Study of 62 Societies, Sage, Thousand 

Oaks 2004.
39 P. Ghemawat, op. cit.
40 T. Kostova, S. Zaheer, Organizational Legitimacy Under Conditions of Complexity: The Case of the 

Multinational Enterprise, “Academy of Management Review” 1999, vol. 24 (1), pp. 64–81.
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are often used interchangeably41. The concept of institutional distance, grounded 
in institutional theory, relates to the differences in regulative, normative and cognitive 
institutions42 or, in other words, formal and informal institutions43. In IB research, 
institutional distance is typically measured with the use of Worldwide Governance 
Indicators, encompassing six dimensions: voice and accountability, political stabil-
ity and absence of violence, government effectiveness, regulatory quality, rule of 
law, control of corruption44. Existing research reveals that administrative distance 
plays a crucial, yet often underestimated, role in export strategy. Frankel and Rose45 
indicate that, while common frontier (corresponding to ‘geographic distance’) and 
common language (corresponding to ‘cultural distance’) increase the trade between 
two countries by 80% and 200% respectively, administrative factors such as common 
currency and former colonial ties increase the volume of trade by 340% and 900% 
respectively. Administrative distance is also important to FDI. Firms entering markets 
with high institutional distance prefer joint ventures over full control entry modes 
and are less likely to pursue the strategy of global integration46 (as opposed to local 
responsiveness). Institutional distance is particularly relevant to developed market 
firms entering emerging markets, characterised by ‘institutional voids’47.

Geographic dimension of the CAGE model corresponds to the geographic dis-
tance concept included in the gravity models of foreign trade. It is typically measured 
as a distance between the capitals of two countries48. However, Ghemawat49 points 
to the fact that this dimension encompasses also differences in time zones, climate and 
diseases, as well as the lack of common border. Extant research reveals that, despite 
the fact that transportation and communication costs decrease, geographic distance 

41 M. Ciszewska-Mlinarič, A. Wąsowska, Znaczenie dystansu w procesie internacjonalizacji przed-
siębiorstw, “Management and Business Administration. Central Europe” 2012, vol. 6 (119), pp. 3–22.

42 W. R. Scott, Institutions and Organization. Ideas, Interests, and Identities, Sage, Los Angeles–Lon-
don–New Delhi–Singapore–Washington 2014.

43 D. C. North, Institutions, Institutional Change and Economic Performance, Cambridge University 
Press, Cambridge 1990.

44 D. Kaufmann, A. Kraay, M. Mastruzzi, The Worldwide Governance Indicators: Methodology and 
Analytical Issues, The World Bank, Policy Research Working Paper no. 5430, 2010.

45 J. Frankel, A. Rose, An Estimate of the Effect of Common Currencies on Trade and Income, “Quarterly 
Journal of Economics” 2002, vol. 117 (2), pp. 437–466.

46 D. Xu, The Effect of Institutional Distance on Multinational Enterprise Strategy, Unpublished doc-
toral thesis, York University, Toronto 2001.

47 T. Khanna, K. Palepu, Winning in Emerging Markets, Harvard Business Press, Boston 2010.
48 A. Cieślik, International Trade Under Monopolistic Competition: Evidence from Polish Bilateral 

Trade Data, European Trade Study Group, Warsaw 2006, http://www.etsg.org/ETSG2006/papers/cieslik.
pdf (25.10.2016).

49 P. Ghemawat, op. cit.
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still plays an important role in firms’ internationalisation strategy. Hummels50 found 
that 25% of world trade is conducted between countries sharing a border, and 50% 
– between countries located at a distance of less than 3000 kilometres. While geo-
graphic distance constitutes an important barrier to export, its impact upon FDI is less 
clear. On the one hand, FDI in distant countries may serve as an alternative to export, 
limiting the transportation costs. On the other hand, geographic distance increases 
the costs of conducting business abroad (e.g. monitoring costs), thus decreasing 
the volume of FDI51. Boeh and Beamish52 revealed that the choice of target market 
and entry mode is determined not by distance measured in kilometres, but rather 
by travel time. Moreover, they proved that long travel time between headquarters 
and subsidiary motivates companies to pursue joint ventures, in order to limit the 
monitoring costs.

Economic distance relates to the differences in the level of economic devel-
opment, reflected in the costs of factors of production (especially labour) and the 
availability of technology53. The concept of economic distance, though implicitly 
included in technological theories of foreign trade, such as the Vernon’s54 model, 
has rarely been explicitly used in IB studies55. In one of the few studies applying this 
concept, Makino et al.56 revealed that companies investing in countries with lower 
level of economic development exploit their existing resources (e.g. knowledge) and 
seek access to natural resources, while companies entering more developed markets 
explore new resources (e.g. seek new technologies). In a follow-up study building 
upon the findings of Makino et al.57, Tsang and Yip58 investigated the impact of eco-
nomic distance upon FDI performance. They revealed that high economic distance 
contributes to better performance, since it allows one to achieve benefits resulting 

50 D. Hummels, Transportation Costs and International Trade in the Second Era of Globalization, 
“Journal of Economic Perspectives” 2007, vol. 21 (3), pp. 131–154.

51 D. L. Carr et al., Estimating the Knowledge-Capital Model of the Multinational Enterprise, “American 
Economic Review” 2001, vol. 91 (3), pp. 693–708.

52 K. Boeh, P. Beamish, Travel Time and the Liability of Distance in Foreign Direct Investment: Location 
Choice and Entry Mode, “Journal of International Business Studies” 2012, vol. 43 (5), pp. 525–535.

53 P. Ghemawat, op. cit.
54 R. Vernon, International Investment and International Trade in the Product Cycle, “Quarterly 

Journal of Economics” 1966, vol. 80 (2), pp. 190–207.
55 M. Ciszewska-Mlinarič, A. Wąsowska, op.c it.
56 S. Makino et al., Asset-Exploitation Versus Asset-Seeking: Implications for Location Choice of Foreign 

Direct Investment from Newly Industrialized Economies, “Journal of International Business Studies” 2002, 
vol. 33 (3), pp. 403–421.

57 Ibidem.
58 E. Tsang, P. Yip, Economic Distance and the Survival of Foreign Direct Investment, “Academy of 

Management Journal” 2007, vol. 50 (5), pp. 1156–1168.
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from exploitation (in less developed countries) or exploration (in more developed 
countries) of resources.

The CAGE framework describes the ‘objective’ differences between two countries, 
measurable based on macro-level data. However, it has been argued that decisions 
in the internationalisation process are driven by the ‘psychic distance’, that is differ-
ences between two countries, subjectively perceived by decision-makers59. ‘Objective’ 
differences, encapsulated by the CAGE framework play a role of ‘psychic distance 
stimuli’60, that is, they strongly influence the ‘subjectively’ perceived distance. Psy-
chic distance has been defined as ‘distance between the home market and a foreign 
market, resulting from the perception of both cultural and business differences’61. 
Thus, psychic distance is multidimensional, and encompasses differences in culture, 
political systems, economic development62, religion, language63, etc. Moreover, it does 
not refer to ‘objective’ differences between the countries, but rather to the perception 
of these differences by decision-makers (i.e. managers and entrepreneurs). A large 
body of research on the antecedents and consequences of psychic distance, recently 
reviewed by Ciszewska-Mlinarič and Trąpczyński64, indicates that psychic distance 
influences market selection, modes of entry, sequence and speed of internationali-
sation, international strategy (e.g. the level of market adaptation) and performance 
outcomes of internationalisation.

3. Research Methods

‘Latin America’ consists the group of 20 countries having Romance language 
(Spanish, Portuguese or French) as their dominant languages, i.e. Argentina, Bolivia, 
Brazil, Chile, Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador, 
Guatemala, Haiti, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay, 

59 M. Ciszewska-Mlinarič, P. Trąpczyński, The Psychic Distance Concept: A Review of 25 Years of 
Research (1990–2015), “Journal of Management and Business Administration. Central Europe” 2016, 
vol. 24 (2), pp. 2–31.

60 D. Dow, A. Karunaratna, Developing a Multidimensional Instrument to Measure Psychic Distance 
Stimuli, “Journal of International Business Studies” 2006, vol. 37 (5), pp. 578–602.

61 J. Evans, F. Mavondo, Psychic Distance and Organizational Performance: An Empirical Examina-
tion of International Retailing Operations, “Journal of International Business Studies” 2002, vol. 33 (3), 
pp. 515–532.

62 J. Johanson, J.-E. Vahlne, op. cit.
63 N. Boyacigiller, The Role of Expatriates in the Management of Interdependence, Complexity and Risk 

in Multinational Corporations, “Journal of International Business Studies” 1990, vol. 21 (3), pp. 357–381.
64 M. Ciszewska-Mlinarič, P. Trąpczyński, op. cit.
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Venezuela65. In order to describe the scale, scope and characteristics of Polish exports 
and investments in Latin America, data from various sources is combined. First, 
macro-level statistics on trade and investment available from the General Statistics 
Office and the National Bank of Poland are used. Second, detailed information on 
the activities of Polish firms in Brazil and Argentina, provided to the author by the 
Trade and Investment Promotion Sections of the Polish Embassies in respective 
countries is used. Third, this information is compiled with data obtained through 
desk research, based on the review of Polish and foreign press and companies’ web-
sites and financial statements.

In order to assess the distance between Poland and Latin America, thus indicating 
the major barriers to internationalisation of Polish firms in this region, we employ 
the psychic distance measures elaborated by Hakanson and Ambos66 and a frame-
work offered by Ghemawat67. In order to assess the cultural dimension of distance, 
the measures by Hofstede68 and GLOBE69 are used, and differences in language and 
religion are discussed, as well as the role of Polish diaspora in Latin America. In 
order to assess the administrative dimension of distance, the Worldwide Governance 
Indicators70 are used. A brief overview of institutional relationships between Poland 
and Latin America (e.g. economic diplomacy) is also presented. The geographic 
dimension of distance using the number of kilometres and travel time is assessed. In 
order to assess the economic distance, the GDP per capita and the GINI Index are 
used. Due to unavailability of data, in some cases the number of used Latin American 
countries in the research is being limited (e.g. Hofstede’s scores are available only for 
13 Latin American countries).

4. Results and Discussion

4.1. Activities of Polish Firms in Latin America

In 2015, Polish export to Latin America amounted to 1 675 720 thousand USD. 
Polish stock of FDI in Latin America amounted to 207 788 thousand USD (Table 1). 

65 CEPAL, Anuario Estadístico de América Latina y el Caribe, Santiago de Chile 2014.
66 L. Hakanson, B. Ambos, The Antecedents of Psychic Distance, “Journal of International Manage-

ment” 2010, vol. 16 (3), pp. 195–210.
67 P. Ghemawat, op. cit.
68 G. Hofstede, op. cit.
69 R. J. House et al., op. cit.
70 World Bank, Worldwide Governance Indicators, http://info.worldbank.org/governance/wgi/index.

aspx#home (2.11.2016).
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Two largest Polish trade partners in Latin America are Brazil and Mexico. In 2015, 
Polish export to Brazil amounted to 397.6 million USD (25% decrease in comparison 
to 2014)71 and included mostly fertilisers, rubber, telecommunications equipment and 
parts and accessories of the motor vehicles72. The decrease in Polish-Brazilian trade 
was due to economic crisis in Brazil, combined with high duties and complicated 
import procedures in this country. Polish export to Mexico amounted to 653.6 million 
USD and included mostly telecommunications equipment, parts and accessories of 
the motor vehicles, parts of furniture, razors, video games consoles, trucks, small 
aircraft, pharmaceuticals73. Polish export to Panama included mostly machinery 
and transport equipment and chemicals74. Except for Brazil, Mexico and Panama, 
the annual volume of Polish export to Latin American countries does not exceed 
100 million USD per country. One of the destination with high potential for future 
development of Polish export is Chile, where an increased activity of Polish cosmetic 
industry is observed75.

Table 1. Polish exports and FDI to Latin America (in thousand USD)

Partner Name Export in 2010 Export in 2015 FDI stock in 2010 FDI stock in 2015

Argentina 82 843 93 142 5 300 615

Bolivia 873 6 941 0 0

Brazil 368 135 397 642 21 900 34 195

Chile 54 903 94 152 4 200 147 676

Colombia 21 769 65 263 1 500 –692

Costa Rica 6 462 12 081 200 0

Cuba 11 678 54 825 1 100 1 102

Dominican Republic 3 326 9 583 0 0

Ecuador 11 394 9 795 0 0

El Salvador 610 1 283 0 0

Guatemala 3 102 4 370 0 0

Haiti 2 284 3 378 0 0

Honduras 697 1 646 0 0

Mexico 267 439 653 591 19 900 11 792

Nicaragua 207 2 373 –5 400 0

71 World Bank, World Integrated Trade Solution, http://data.worldbank.org/data-catalog/wits 
(28.10.2016).

72 Central Statistical Office, Yearbook of foreign trade statistics of Poland 2015, Warsaw 2016.
73 Ibidem.
74 World Bank, World Integrated Trade Solution, op. cit.
75 El Economista, Empresas polacas salen a la conquista del mercado de la belleza en Chile, 15.10.2015.
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Partner Name Export in 2010 Export in 2015 FDI stock in 2010 FDI stock in 2015

Panama 23 479 109 089 9 400 10 664

Paraguay 2 257 6 401 0 0

Peru 32 583 51 380 1 900 2 307

Uruguay 11 433 7 372 0 128

Venezuela 23 274 91 413 1 200 0

Total 928 748 1 675 720 61 200 207 788

Source: own study based on World Bank and National Bank of Poland. See World Bank, World Integrated Trade 
Solution, op.cit. and National Bank of Poland, Polskie inwestycje bezpośrednie za granicą, http://www.nbp.pl/home.
aspx?f=/publikacje/pib/pib.html (28.10.2016).

Most of the Polish export to Latin America is conducted by Polish subsidiaries of 
multinational corporations. For example, within 25 largest exporters to Brazil there 
are only 6 independent Polish companies: Medcom, Azoty, ND Service, ADOB, 
Selena and Synthos (Table 2). The remaining part of the largest exporters to Brazil 
are the Polish subsidiaries of multinational corporations, typically headquartered 
in Western Europe or US.

Table 2. Largest Polish exporters to Brazil

Autorobot-Strefa (turnkey car body assembly lines) A joint-venture company, created as a result of 
cooperation of Polish, Italian and Brazilian partners

Faurecia-Automotive Polska (automotive parts) Polish subsidiary of a French group

Flextronics International Poland (Flex) (electronics 
manufacturing services) 

Polish subsidiary of an American group headquartered 
in Singapore

FLSMIDTH MAAG Gear (gear units) Polish subsidiary of a Swiss group

HTL-Strefa (medical devices) Polish-born company, currently owned by a Swedish 
private equity fund EQT

Klingspor (abrasive technology supplier) Polish subsidiary of a German group

Medcom (traction converters) Polish firm

Michelin Polska (tires) Polish subsidiary of a French group

Nidec Motors & Actuators Poland (motors, actuators) Polish subsidiary of a German group

Arcelormittal Poland (steel) Polish subsidiary of an international group of Indian 
origin, headquartered in Luxembourg

Arjohuntleigh Polska (healthcare products) Polish subsidiary of a Swedish group

Durr Poland (production, process and measuring technology) Polish subsidiary of a German group

GE Power Controls (electrical components) Polish subsidiary of an American group

GlaxoSmithKline (pharmaceuticals) Polish subsidiary of a British group

Grupa Azoty S. A. (nitrogenous fertilisers) Polish firm
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Hamilton Sundstrand Poland (aircraft engines) Polish subsidiary of an American group

Adama Polska (crop protection products) Polish subsidiary of an Israeli group

ND Service (power hydraulics, electrical systems) Polish firm

Nexteer Automotive Poland (steering and driveline systems) Polish subsidiary of an American group

PCC Rokita (chemical facilities) Polish subsidiary of a German group

Philips Lighting (lighting solutions) Polish subsidiary of a Dutch group

Przedsiębiorstwo Produkcyjno-Consultingowe ADOB Polish firm

Rosti (Polska) (plastic products) Polish subsidiary of a Swedish group

Selena FM (construction chemicals) Polish firm

Synthos Dwory (chemical raw materials) Polish firm

Source: own study based on data provided by the Trade and Investment Promotion Section of the Polish Embassy 
in Brazil.

Polish FDI in Latin America is very low, both in terms of value (see Table 1) and 
the number of foreign ventures. In 2014, there were 29 subsidiaries of Polish firms 
in South America76. Polish FDI in Latin America focuses on Chile, Brazil, Mexico 
and Panama’s offshore banking sector. However, Polish FDI in Chile is nearly exclu-
sively attributable to one project: KGHM’s investment in Sierra Gorda mine in 2012. 
Before this transaction, Polish stock of FDI in Chile did not exceed 5 million USD. In 
terms of the frequency of the investment projects, the most common destination of 
Polish FDI has been Brazil. Major foreign direct investments of Polish firms in Latin 
America are presented in Table 3.

Investment projects in Latin America have been conducted by mature firms, 
most of them well-established in the domestic market and in markets proximate 
to Poland. Moreover, some of them, before investing in Latin America, already had 
a significant export experience in this market (e.g. Synthos), and FDI experience 
in more proximate markets (e.g. Lug Group, Selena). Thus, it may be concluded, that 
key Polish investors in Latin America followed the Uppsala model of international-
isation77: they gradually increased the distance and commitment to foreign markets 
and FDI in Latin America constituted a mature stage in their internationalisation 
lifecycles. However, even for large, experienced Polish firms, FDIs in Latin America 
are difficult, as evidenced by some failed (e.g. Ciech, City Interactive, FM Group, 
Nowy Styl, Synthos) or challenging (e.g. KGHM) projects.

76 Central Statistical Office, Działalność podmiotów posiadających jednostki zagraniczne w latach 
2008–2014, Warsaw 2016.

77 J. Johanson, J.-E. Vahlne, op. cit.
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Table 3. Major Polish investments in Latin America

Company 
name

Company 
profile

Investment 
in Latin America Activities in Latin America

AC Stag Automotive 
parts

Peru, 2014 The first Polish investment in Peru, the subsidiary is responsible for 
sales of components and sets of autogas systems and automotive 
electronics.

Boryszew 
(Maflow) 

Auto, chemical 
and metal parts 
producer

Brazil, 2010
Mexico, 2015

In 2010, Boryszew acquired the Italian group Maflow, including its 
Brazilian branch Maflow do Brazil Ltda. This company cooperates 
with Brazilian and Argentinean factories of global car manufacturers 
(e.g. VW, Fiat, GM, Nissan, PSA, Volvo). The company produces 
automotive parts for car manufacturers located in Brazil and 
Argentina (Volkswagen, Fiat, Nissan, Renault). In 2015 Boryszew 
announced that it would open a factory in Mexicoa. This investment 
serves as a gate to the market of NAFTAb.

Ciech Chemicals 
(soda ash, 
sodium 
bicarbonate) 

Brazil, 2007 The sales subsidiary registered in Brazil was responsible for 
distribution in Latin America. In 2009 the company suspended its 
activity.

City 
Interactive

Video games Brazil, 2008; 
Mexico, 2008; 
Peru, 2008

City Interactive, acquired shares of three companies located 
in Peru, Brazil and Mexico with the objective of starting production 
and distribution of games in Latin America. In 2009 the plan was 
abandoned.

Comarch ICT Panama, 2004; 
Chile, 2013; 
Brazil, 2015; 
Argentina, 2015

Subsidiaries In Panama, Chile, Brazil and Argentina are responsible 
for production and distribution of IT systems in Latin America.

eSKY Online travel 
agency

Brazil, 2011 The main motive of investment was market-seeking, the online 
agency serves the Brazilian market.

FM Group Cosmetics Brazil, 2009 The company was a pioneering Polish investor in Argentina. 
However, due to import restrictions, in 2013 the company withdrew 
from this market.

Inglot Cosmetics Mexico, 2011 Inglot registered its subsidiary in Mexico for market-seeking 
reasons, it also has its stores in Argentina, Chile, Colombia, Peru.

KGHM Copper 
producer

Chile, 2012 The largest Polish establishment in Latin America is KGHM's 
investment in Sierra Gorda mine in Chile, performed via the 
Canadian subsidiary Quadra (now: KGHM International). The main 
motive of investment was resource-seeking. Due to the fact that 
costs of extraction turned out to be higher than expected, the 
investment is considered controversial and in 2016 the Polish 
government announced that is would reconsider the viability of the 
investment.

Komandor Furniture Brazil, 2002 The Brazilian subsidiary, one of the first Polish investments in Brazil, 
is responsible for distribution of furniture in the Brazilian market.

Lug Group Electrical 
equipment

Brazil, 2012; 
Argentina, 2016

The Brazilian subsidiary serves as a regional centre for sales, 
technical support, advisory and training. The investment in Argentina 
will involve building a production facility and further increasing the 
presence of Lug products in Latin America.
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Company 
name

Company 
profile

Investment 
in Latin America Activities in Latin America

Medcom Equipment for 
power supply 
systems

Brazil, 2011 The company delivers solutions supporting public transport 
systems (e.g. subway trains in Sao Paolo) and power supply 
systems.

Nowy Styl Furniture Mexico, 2001 One of the first Polish investments in Mexicod, the subsidiary was 
responsible for production and distribution of chairs, the activity was 
abandoned, currently it is limited to supplying the Mexican partner 
Kindemexe.

Selena Construction 
chemicals

Brazil, 2004 Selena Sulamericana serves mostly Brazilian market, but also 
Argentina, Uruguay, Chile and Mexico.

Synthos Chemical raw 
materials

Brazil, 2013 In 2014 Synthos announced the plan to build a large rubber 
factory in Brazil, in order to replace exports with FDIf. However, due 
to problems with suppliers and an underestimation of investment 
costs, the plan was abandoned in 2015. Synthos serves the 
Brazilian market through exports.

a Maflow, Ya hemos llegado a México, http://www.maflow.es/ya-hemos-legado-mexico/ (15.10.2016).
b TVN24bis, Meksyk ‘bramą’ dla dużej polskiej firmy. Boryszew wziął kredyt, by rozwijać się poza Polską, http://
tvn24bis.pl/z-kraju,74/boryszew-wzial-10-mln-euro-kredytu-w-bgk,551578.html (15.10.2016).
c I. Sudak, KGHM zrejteruje z Chile? Rekordowa polska inwestycja może zakończyć się klapą, “Gazeta Wyborcza”, 
25.10.2016.
d Protocolo, Polonia busca incrementar lazos con México, “Protocolo”, 1.11.2002.
e Ministerstwo Rozwoju, Notatka informacyjna o polsko-meksykańskich stosunkach gospodarczych, 20.09.2016, 
https://www.mr.gov.pl/media/26597/Meksyk_20_09_2016.pdf (2.11.2016).
f G. Lara, Polonesa Synthos vai investir até R$ 640 milhões no RS, “Estadão”, 26.01.2015.
Source: own study based on desk research.

4.2.  Distance-Related Barriers to Internationalisation of Polish Firms 
in Latin America

Cultural distance

Latin America is often depicted as a homogeneous region78, with a common cul-
ture79. A number of studies grouping national cultures based on values and attitudes 
have found that Latin American countries form a common cluster80. A detailed anal-

78 S. M. Davis, United States Versus Latin America: Business and Culture, “Harvard Business Review” 
1969, vol. 47 (6), pp. 15–24.

79 E. J. Romero, Latin American Leadership: el Patrón & el Lider Moderno, “Cross Cultural Manage-
ment: An International Journal” 2004, vol. 11, pp. 25–37.

80 S. Ronen, O. Shenkar, Clustering Countries on Attitudinal Dimensions: A Review and Synthesis, 
“Academy of Management Review” 1985, vol. 10, pp. 435–454; S. H. Schwartz, Value Orientations: Meas-
urement, Antecedents and Consequences Across Nations, in: Measuring Attitudes Cross-National – Lessons 
from the European Social Survey, eds. R. Jowell et al., Sage, London 2006.
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ysis of cultural dimensions by Hofstede81 (see Figure 1) and GLOBE82 (see Figure 2) 
reveals, however, important heterogeneities between Latin American countries. 
Moreover, it enables to detect similarities and differences between Poland and Latin 
American countries.

Figure 1. Hofstede’s dimensions
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Source: own study based on Hofstede. See G. Hofstede, op. cit.

Power distance is defined as ‘the extent to which the less powerful members 
of institutions and organisations within a country expect and accept that power is 
distributed unequally’83. Poland and most of the Latin American countries (with 
the exception of Costa Rica and Argentina) score relatively high in this dimension. 
They are, therefore, hierarchical societies, where subordinates expect to be told 
what to do and an ideal boss is a ‘benevolent autocrat’. Moreover, Latin American 
leadership is based on paternalism, i.e. ‘making decisions for employees in a parental 
way that engenders care and loyalty, as well as protecting working relationships’84. 
Paternalism has its roots in the ‘hacienda’ system, where the owner (patrón) ‘lorded 
over the employees and their families’85. Hierarchism related to high power distance 
is reflected in honorific expressions, used extensively in Polish (‘Panie Dyrektorze’, 
‘Panie Magistrze (…)’, Spanish (Señor Director) and Portuguese (‘O Senhor Doutor’).

81 G. Hofstede, op. cit.
82 R. J. House et al., op. cit.
83 Ibidem.
84 N. Castaño et al., El Jefe: Differences in Expected Leadership Behaviors Across Latin America, “Journal 

of World Business” 2015, vol. 50 (3), pp. 584–597.
85 Ibidem.
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Individualism (vs. Collectivism) addresses ‘the degree of interdependence 
a society maintains among its members’86 and has to do with whether members of 
a society define themselves in terms of ‘I’ or ‘We’. Latin American countries score 
rather low on this dimension, thus being collective societies, which manifests itself 
in long-term commitments to the group members (e.g. families, extended families, 
neighbourhoods) and loyalty towards a group over-riding other societal rules. Poland, 
in turn, is an individualistic society, and its members exhibit a preference towards 
loosely-knit social structure.

Uncertainty avoidance reflects the level of anxiety caused by a fact that the future 
is unknown, that is the extent to which members of a culture feel threatened by 
ambiguous, unknown situations87. Poland and the Latin American countries score 
high on this dimension, which indicates that these countries may share an ‘emotional 
need for rules’ (even if these rules are not respected) and intolerance of unorthodox 
beliefs and ideas. Uncertainty avoidance, in the Hofstede’s interpretation, is grounded 
in historical experience of non-democratic regimes, protecting ideological purity (as 
opposed to democracy and pluralism).

Masculinity (vs. feminity) reflects the extent to which the society is driven by 
‘competition, achievement and success, with success being defined by the winner 
/ best in field’88. Poland and some of the Latin American (i.e. Venezuela, Mexico, 
Ecuador, Colombia) countries score high on this dimension, thus being masculine 
societies where emphasis is put on competition and performance, while managers 
are expected to be decisive and assertive. However, Latin America is a very hetero-
geneous region, with some countries scoring exceptionally low on masculinity. The 
most ‘feminine’ country in Latin America (and in the world) is Costa Rica. This is 
reflected by a general fear of personal criticism as well as high acceptance of women 
in business. ‘Feminine’ values (i.e. caring for the quality of life and the well-being 
of others) are also evidenced by the fact that Costa Rica wants to become the first 
carbon neutral country in the world.

The GLOBE Project constitutes an alternative to Hofstede’s framework and describes 
national cultures on 9 dimensions89. The 1st triad (performance orientation, future 
orientation and uncertainty avoidance) is presented in Figure 2. GLOBE indicates that 
Poland and Latin American countries rank low on performance orientation. There-
fore, these societies do not encourage innovation, excellence and high standards90. 

86 G. Hofstede, op. cit.
87 Ibidem.
88 Ibidem.
89 R. J. House et al., op. cit.
90 Ibidem.
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 Moreover, Poland and Latin American countries score very low on future orientation. 
The perception of time in Latin America is polichronic (as opposed to monochronic), 
i.e. numerous duties are dealt with simultaneously (not in a linear order), with many 
duties left aside, to be dealt with in the future (the concept of mañana). Related to future 
orientation is another dimension, i.e. uncertainty avoidance, on which Poland and 
Latin American countries score very low. Thus, these societies are characterised by 
disorder and lack of respect to rules and regulations91.

Figure 2. GLOBE dimensions (1st triad)
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Source: own study based on GLOBE. See R. J. House et al., op. cit.

The 2nd triad of GLOBE dimensions (power distance, in-group collectivism, 
institutional collectivism) is presented in Figure 3. The results for power distance 
are consistent with Hofstede’s work and indicate that Poland and Latin American 
countries score relatively high on this dimension, with Poland scoring higher than 
Bolivia, Costa Rica and Mexico, and lower than the remaining Latin American 
countries under study. Moreover, Poland and Latin American countries score high 
on in-group collectivism, which indicates that members of these societies demon-
strate pride, loyalty and cohesiveness in their families. Conversely, Poland and Latin 
American countries score medium-low on institutional collectivism, therefore, they 
do not value collective actions on a public level.

91 According to Hofstede, ‘uncertainty avoidance’ for Poland and Latin America is exceptionally high, 
while according to GLOBE, it is exceptionally low. This inconsistence is due to fact that the definition 
and operationalisation of this dimension in the GLOBE Project is different than in Hofstede’s work and 
moreover, the analysed dimension of GLOBE focuses on the aspect of cultural ‘practices’ (as opposed 
to cultural ‘values’), see: P. Boski, op. cit.
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Figure 3. GLOBE dimensions (2nd triad)
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Source: own study based on GLOBE. See R. J. House et al., op. cit.

Figure 4. GLOBE dimensions (3 rd triad) 
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Source: own study based on GLOBE. See R. J. House et al., op. cit.

The 3 rd triad of GLOBE dimensions is presented in Figure 4. Poland scores 
higher than all the Latin American countries under study on gender egalitarianism, 
defined as ‘the degree to which a collective minimises gender inequality’92. In terms 
of assertiveness, defined as ‘the degree to which individuals are assertive, confronta-
tional, and aggressive in their relationships with others’93, Poland and Latin American 

92 Ibidem, p. 30.
93 Ibidem, p. 30.
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countries rank medium to high, with Poland scoring lower than El Salvador, Brazil, 
Venezuela, Argentina and Colombia, and higher than Bolivia, Costa Rica, Ecuador 
and Guatemala. Poland scores lower than the Latin American countries (with the 
exception of El Salvador) on humane orientation, defined as ‘the degree to which an 
organisation or society encourages and rewards individuals for being fair, altruistic, 
friendly, generous, caring, and kind to others’94.

Apart from Hofstede and GLOBE cultural dimensions, cultural distance includes 
also language, religion and the effects of diaspora95. In all Latin American countries 
(excluding Brazil and Haiti), Spanish is the official language. In Brazil, it is Portu-
guese, while in Haiti it is French. The sole official language in Poland is Polish. The 
linguistic distance between Poland and Latin America can be bridged by the fact that 
Spanish is a popular language learned by non-native speakers, also in Poland. The 
number of people learning Spanish in Poland is estimated at 390 thousand96. The 
number of students learning Spanish at the level of primary and secondary school 
amounts to 72 thousands97. Conversely, a factor that may contribute to an increased 
linguistic distance between Poland and Latin America is the fact that the command 
of English is rather poor in some Latin American countries. In terms of adult English 
proficiency, measured with the EF English Proficiency Index98, Poland scores very 
high (9th position out of 70 countries), while the ranking positions of Latin American 
countries included in the study are as follows: Argentina – 15, Dominican Republic 
– 24, Peru – 35, Chile – 36, Ecuador – 38, Mexico – 40, Brazil – 40, Costa Rica – 43, 
Uruguay – 44, Guatemala – 46, Panama – 48, Colombia – 57, Venezuela – 59, El 
Salvador – 61.

Poland and Latin American countries share a common religion. In all Latin Amer-
ican countries Roman Catholicism, introduced by the Spanish and the Portuguese 
during the colonial era, remains the dominant faith. Latin America accounts for 
40% of the World’s total Catholic population, with Brazil being the largest Catholic 
population of any country (150 million Catholics)99. Another factor that is believed 
to contribute to the reduction of cultural distance between Poland and Latin America 

94 Ibidem, p. 569.
95 P. Ghemawat, op. cit.
96 Instituto Cervantes, El español: una lengua viva. Informe 2013, http://cvc.cervantes.es/lengua/

anuario/anuario_13/i_cervantes/p01.htm (15.10.2016).
97 M. Spychała, Kształcenie nauczycieli języka hiszpańskiego w Polsce i na świecie: wyzwania i potrzeby 

edukacyjne, in: Nauczanie języków obcych na potrzeby rynku pracy, eds. M. Sowa et al., Wydawnictwo 
KUL, Lublin 2015.

98 EF English Proficiency Index, http://www.ef.pl/epi/ (3.11.2016).
99 World Christian Database, quoted by: BBC (2013), How Many Roman Catholics Are There in the 

World?, http://www.bbc.com/news/world-21443313 (3.11.2016).
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is the Polish diaspora100. Two major destinations of Polish migration in Latin America 
are Argentina and Brazil. According to the UN Global Migrant Origin Database101, 
covering national censuses and taking into account the country of birth, of in 2001, 
in Argentina there were 14 150 Polish immigrants, the majority of which were over 65 
years old. In 2010, the number of Polish immigrants to Brazil amounted to 3 483. Again, 
the majority of Polish immigrants were above 65 years old. In other Latin American 
countries the population of Polish immigrants is much smaller (see Table 4). The 
‘Polonia’ organisations assess the size of Polish diaspora in Latin America, including 
the descendants of Polish immigrants, as much higher (e.g. 10 000 in Mexico, 10 000 
in Uruguay, 10 000 in Paraguay, 3000 in Venezuela, 3000 in Colombia, 5000 in Peru, 
200 000–450 000 in Argentina and 80 000–3 000 000 in Brazil)102.

Taking into account the shrinking of the population of Polish-born immigrants 
in Argentina and Brazil and the small Polish migrant stock in other Latin American 
countries, it may be concluded that the impact of Polish diaspora upon the cultural 
distance between Poland and Latin America is rather limited.

Table 4. Polish migrants stock in Latin America

Country Number of Polish 
immigrants Year* Country Number of Polish 

immigrants Year*

Argentina 14 150 2001 Guatemala N/A N/A

Bolivia 173 2001 Haiti N/A N/A

Brazil 3 483 2010 Honduras 3 2001

Chile 432 2002 Mexico 849 2010

Colombia 204 2005 Nicaragua 9 2005

Costa Rica 227 2000 Panama 149 2010

Cuba 94 2002 Paraguay 351 2002

Dominican Republic 157 2002 Peru 180 2007

Ecuador 130 2001 Uruguay 1 473 1996

El Salvador 5 2007 Venezuela 766 2001

* Last census available
Source: own study based on UN Global Migrant Origin Database See United Nations, op. cit.

100 M. Gorynia et al., Fostering Competitiveness…, op. cit.
101 United Nations, UN Global Migrant Origin Database https://esa.un.org/unmigration/index.aspx 

(15.10.2016).
102 Stowarzyszenie ‘Wspólnota Polska’, Polonia w liczbach, http://swp4.wspolnotapolska.org.pl/polo-

nia_w_liczbach.html (15.10.2016).
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Administrative distance

In order to assess the administrative distance between Poland and Latin American 
countries, authors first review the Worldwide Governance Indicators (WGI)103 for 
these countries. Figure 5 presents first two indicators: voice & accountability, which 
captures the ‘perceptions of the extent to which country’s citizens are able to par-
ticipate in selecting their government, as well as freedom of expression, freedom of 
association, and free media’ and political stability and absence of violence/terrorism, 
referring to the ‘perceptions of the likelihood that the government will be destabilized 
or overthrown by unconstitutional or violent means, including politically motivated 
violence and terrorism’104. In terms of voice & accountability, Poland scores a little 
lower than Costa Rica and Uruguay, and higher than the remaining Latin American 
countries. In terms of political stability, Poland is outperformed only by Uruguay.

Figure 5. WGI – voice & accountability and political stability
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Source: own study based on World Bank. See World Bank, Worldwide Governance Indicators, op. cit..

Figure 6 presents another two indicators: government effectiveness, capturing 
‘perceptions of the quality of public services, the quality of the civil service and the 
degree of its independence from political pressures, the quality of policy formulation 
and implementation, and the credibility of the government’s commitment to such 

103 World Bank, Worldwide Governance Indicators, op. cit.
104 D. Kaufmann et al., op. cit.
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policies’, and regulatory quality, capturing ‘perceptions of the ability of the government 
to formulate and implement sound policies and regulations that permit and promote 
private sector development’105. In both this dimensions Poland scores higher than 
Latin American countries (with the exception of Chile).

Figure 6. WGI – government effectiveness and regulatory quality
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Source: own study based on World Bank. See World Bank, Worldwide Governance Indicators, op. cit.

Figure 7 presents last two governance indicators: rule of law, capturing ‘the extent 
to which agents have confidence in and abide by the rules of society, and in particular 
the quality of contract enforcement, property rights, the police, and the courts, as 
well as the likelihood of crime and violence’ and control of corruption, referring to 
the ‘perceptions of the extent to which public power is exercised for private gain, 
including both petty and grand forms of corruption, as well as ‘capture’ of the state 
by elites and private interests’106. In terms of the rule of law, Poland is outperformed 
only by Chile. On ‘control of corruption’ Poland scores higher than most of the Latin 
American countries, with the exception of Chile, Uruguay and Costa Rica.

The above analysis reveals that Latin America is extremely heterogeneous in terms 
of governance quality. On most dimensions, Chile, Costa Rica and Uruguay achieve 
the level comparable to Poland or higher, while other countries score considerably 

105 Ibidem.
106 Ibidem.
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lower. In this sense, the administrative distance between Poland and, for example, 
Chile is much lower than between Chile and Venezuela, Cuba or Haiti.

Figure 7. WGI – government effectiveness and regulatory quality
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Source: own study based on World Bank. See World Bank, Worldwide Governance Indicators, op. cit.

Poland maintains diplomatic relations with all Latin American countries, with 
eight embassies (i.e. Argentina, Brazil, Chile, Colombia, Cuba, Mexico, Peru, Ven-
ezuela) and one Consulate General in Curitiba (Brazil). However, the intensity of 
country-level dialog between Poland and Latin America is very low, as the region 
occupies a rather marginal place in the Polish foreign policy107. The accession of 
Poland to the EU contributed to lowering the barriers to entry to some Latin Amer-
ican countries, with which the EU has trade agreements (Mexico – since 2000, Chile 
– since 2003, Colombia and Peru – since 2013)108.

Geographic distance

Geographic distance between Poland and Latin America is significant, with 
flight distance and travel time between Warsaw and respective capitals ranging from 
8 474 kilometres, i.e. 10 hours 29 minutes (for Dominican Republic) to 12 982 kilo-
metres, i.e. 15 hours 51 minutes (for Chile) (see Table 5). In terms of availability of 
transportation, there are no direct flights from Poland to Latin American countries. 

107 K. Brudzińska, M. Rostowska M., op. cit.
108 Ibidem.
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Therefore, the total travel time (including transfers) from Warsaw to Mexico City 
takes approximately 15 hours, to Brasilia – 19 hours and to Buenos Aires – 21 hours.

Table 5. Geographic distance between Poland and Latin American countries
Country Flight distance (km) travel time Country Flight (km) travel time

Argentina 12 322 15h 4min Guatemala 10 026 12h 20min
Bolivia 11 425 14h 0 min Haiti 8 594 10h 37min
Brazil 10 037 12h 28min Honduras 9 830 12h 6min
Chile 12 982 15h 51min Mexico 10 211 12h 33min
Colombia 9 957 12h 15min Nicaragua 9 974 12h 16min
Costa Rica 10 158 12h 29min Panama 10 071 12h 23min
Cuba 8 732 10h 47min Paraguay 11 470 14h 3min
Dominican Republic 8 474 10h 29min Peru 11 621 14h 14min
Ecuador 10 685 13h 7min Uruguay 12 217 14h56min
El Salvador 10 124 12h 27min Venezuela 8 966 11h 4min

Source: own study based on http://flighttime-calculator.com/

Economic distance

In order to assess the economic distance between Poland and Latin American 
countries differences in the GDP per capita and the GINI index, indicating the level 
of disparities within a society are being analysed (see Figure 8).

Figure 8. GDP per capita (in US dollars in 2005 prices, 2015) and GINI Index

0

10

20

30

40

50

60

70

0

2 000

4 000

6 000

8 000

12 000

12 000

14 000

Arg
en

tin
a

Bo
livi

a
Bra

zil
Ch

ile
Co

lom
bia

Co
sta

 Rica
Cu

ba

Dom
ini

ca
n R

ep
ub

lic
Ec

ua
do

r
El 

Sa
lva

do
r

Gua
tem

ala Hait
i

Hon
du

ras
Mexi

co
Nic

ara
gu

a
Pa

na
ma

Pa
rag

ua
y

Pe
ru

Po
lan

d
Ur

ug
ua

y
Ve

ne
zu

ela

GINI Index GDP per capita

Source: own study based on UNCTAD (2016) and World Bank (2016).
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In terms of GDP per capita, Poland scores higher than all the Latin American 
countries. Similarly to governance quality, the level of economic development dif-
fers considerably across Latin American countries, with Chile, Mexico and Panama 
achieving the highest, and Haiti, Bolivia and Nicaragua – the lowest GDP per capita 
in the region. In all Latin American countries the GINI index is considerably higher 
than in Poland, achieving the highest values in Haiti, Colombia, Honduras, Brazil, 
Guatemala and Panama.

Psychic distance

The perception of distance, which is the actual driver of decisions in the interna-
tionalisation process, is highly subjective and individual-specific. It depends not only 
on objective ‘psychic distance stimuli’109, discussed within the CAGE framework, but 
also on the individual predispositions and experience. Therefore, it is unable to assess 
the psychic distance based on the macro-level, secondary data. In order to shed 
light on the ‘perceptual’ dimension of distance between Poland and Latin America, 
authors use the measures elaborated by Hakanson and Ambos110, based on a study 
performed on a sample of 1400 managers from 25 largest economies (including 
Poland, Argentina, Brazil and Mexico).

Due to the perceptual nature of the concept, psychic distance is not symmetric, 
i.e. the reciprocal distance perceived by managers from two countries (i.e. distance 
to and distance from) will differ (see Figure 9). Hakanson et al.111 reveal that the 
formation of psychic distance is driven by the psychological ‘mere exposure effect’, 
which states that the frequent exposure to a certain object increases the perceived 
attractiveness of this object112. More specifically, they find that exposure to a coun-
try through emigrants and import of cultural goods decreases the psychic distance 
towards this country. Moreover, inhabitants of small countries tend to perceive 
distance towards the rest of the world as smaller than inhabitants of large countries.

As evidenced by Figure 9, for Polish managers, the most proximate countries 
(in terms of psychic distance) are Germany, Italy, Austria and UK. The assessment of 
distance in country pairs (Poland-Germany, Poland-Italy, Poland-Austria, Poland-UK) 
is, however, highly asymmetric, with distance to Poland, assessed by the managers 
in the respective countries, being much higher than distance from Poland, assessed 

109 D. Dow, A. Karunaratna, op. cit.
110 L. Hakanson, B. Ambos, op. cit.
111 L. Hakanson et al., The Psychology of Psychic Distance: Antecedents of Asymmetric Perceptions, 

“Journal of World Business” 2016, vol. 51, pp. 308–318.
112 R. B. Zajonc, The Attitudinal Effects of Mere Exposure, “Journal of Personality and Social Psychol-

ogy” 1968, vol. 92 (2/2), pp. 1–27.
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by the Polish managers. This asymmetry may be explained by the ‘mere exposure 
effect’113, as Polish managers are typically much more exposed to the Western Euro-
pean countries (e.g. through import of products, including cultural goods, as well 
as incoming FDI) than the Western European managers to Poland.

Figure 9. Psychic distance to and from Poland
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Source: own study based on Hakanson, Ambos. See L. Hakanson, B. Ambos, op. cit.

The perceived distance from Poland to Argentina, Brazil and Mexico is at a very 
similar, high level (with only four destinations – China, India, Japan and Korea 
scoring higher). Moreover, the asymmetries in country pairs (Poland-Argentina, 
Poland-Brazil, Poland-Mexico) are lower than for Western European economies, 
with distance from Poland to Mexico slightly higher than vice versa and distance 
from Poland to Argentina and from Poland to Brazil slightly lower than vice versa. 
This asymmetry may be explained by the effect of emigration114. Polish diaspora 
present in Argentina and Brazil may contribute to lowering the psychic distance 
from Poland to these countries, though this effect is rather limited, as the scores of 
psychic distance are high.

113 L. Hakanson et al., op. cit.
114 Ibidem.
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5. Conclusion

The objective of this paper was to evaluate the current state of the internation-
alisation of Polish firms in Latin America and to indicate the main distant-related 
barriers to internationalisation of Polish firms in Latin America.

It is concluded that the activity of Polish firms in Latin America is very limited. 
Both Polish exports and FDI are focused on the EU markets. Latin America is one of 
the least represented regions in the structure of Polish trade and foreign investment. 
Most of the largest exporters to Latin America are Polish subsidiaries of multina-
tional corporations headquartered in Western Europe or US. Thus, the Polish trade 
with Latin America is, to a large extent, attributable to the activity of multinational 
corporations, which have located parts of their value chains in Poland.

Polish firms are very reluctant to enter Latin American markets through FDI. 
Those who did invest in Latin America are typically large, mature and geographically 
diversified. Even for these firms, however, FDIs in Latin America are challenging 
and often fail.

The limited activity of Polish firms in Latin America may be explained by the 
early stage of internationalisation of Polish economy. Before 1989, Polish firms were 
nearly non-existent in foreign markets. After 1989, the Polish economy has opened 
to the world, which resulted in a dramatic increase of export, import and inward 
FDI. However, outward FDI started only very recently and its value has been very 
modest, with Poland being still at the second stage of the Investment Development 
Path115. At the micro-level, the limited presence of Polish firms in Latin America may 
be explained by the fact that most of them are at an early stage of internationalisation 
lifecycle and they have not developed enough resources or experience to successfully 
venture to distant markets.

The Uppsala model of internationalisation predicts that firms start internation-
alisation in proximate markets and gradually enter more ‘psychically’ distant coun-
tries116. Polish managers assess the distance between Poland and Latin American 
countries as very high117. This is due to a number of ‘psychic distance stimuli’, such as 
geographic distance, as well as cultural, institutional and economic differences. Our 
analysis, based on the CAGE framework, reveals a number of differences between 

115 M. Gorynia, J. Nowak, R. Wolniak, Poland’s Investment Development Path: In Search of a Synthesis, 
“International Journal of Economic Policy in Emerging Economies”, 2009, vol. 2 (2), pp. 153–174.

116 J. Johanson, J.-E. Vahlne, op. cit.
117 L. Hakanson, B. Ambos, op. cit.
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Poland and Latin America, on all these dimensions. Moreover, the findings indicate 
that Latin America is not a homogeneous region and both the market attractiveness 
and the distance from Poland differ across the countries.

The conducted study has two major limitations. First, given the early stage of 
research on internationalisation of Polish companies in regard to distant markets, 
as well as the novelty of the phenomenon itself, the study is exploratory in nature. 
Therefore, instead of formulating and testing research hypotheses, the reader is 
offered with a description of the activities of Polish firms in Latin America and dis-
tance-related barriers to internationalisation in connection to this region are being 
reviewed. Second, the obtained findings are based on secondary data. Thus, authors 
argue that future research into the phenomenon of internationalisation in reference 
to distant countries is needed. More specifically, future studies might use qualitative 
research techniques, that would enable to understand how different dimensions of 
distance affect the internationalisation choices and their outcomes. Moreover, it 
would be useful to shed more light on the mechanisms that contribute to bridging 
the distance (e.g. the significance of Polish diaspora in Latin America, the role of 
institutional support for internationalisation in regard to distant markets). Finally, 
quantitative studies are needed to draw conclusive findings on the firm-specific 
attributes through which companies overcome distant-related barriers to interna-
tionalisation. The measurement of distance in quantitative studies may be based on 
aggregate indices of psychic distance stimuli or the subjective measures of distance 
perceived by the decision-makers.

The practical implications of the performed work are as follows. It is concluded 
that the calls for Polish firms ‘going global’ (instead of ‘going regional’) should be 
treated with caution. Although some managers (and policymakers) ‘(…) seem 
to share unquestioned assumptions about the need to go global’118, extant research 
indicates the performance-related advantages of region-focused expansion over 
distant markets internationalisation119. Taking into consideration the early stage of 
internationalisation of Polish economy, the limited international experience of Polish 
firms and a high psychic distance resulting from geographic, cultural, administrative 
and economic differences between Poland and Latin America, it is argued that the 
majority of Polish firms are unprepared to successfully venture to these markets.

118 M. Alexander, H. Korine, When You Shouldn’t Go Global, “Harvard Business Review” 2008, vol. 86, 
pp. 60–77.

119 A. M. Rugman et al., op. cit.
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1. Introduction

The world has witnessed the fast-paced progress in science and technology (S&T) 
at the turn of the 20th and 21st centuries that was boosted mostly by the ongoing infor-
mation revolution, which had started in the 1960 s. Thanks to advances in computer 
and information sciences, telecommunications and microelectronic engineering, as 
these laid the foundations for the above-mentioned revolution, research and devel-
opment (R&D) processes were dramatically streamlined in terms of collecting, pro-
cessing and transferring big amounts of data and information in the decades of the 
1970 s through the 1990s. Thus, on the one hand, more and more innovation-oriented 
companies were becoming less risk averse, thereby undertaking R&D activity that 
always carry some level of risk of failure; on the other hand, lots of different forms 
of collaboration in S&T – involving companies, universities and other institutions 
– were continually developed.

As a result of these dynamic changes, the two megatrends in science and tech-
nology were set, and are still continued, i.e.1:
1. Convergence between different existing fields of science and technology, which has 

resulted in the emergence of new hybrid fields, e.g. biotechnology, nanotechnology.
2. Creation of completely new disciplines within existing fields of science and 

technology, e.g. genomics within genetics.
Transnational corporations (TNCs), especially large ones operating on a global 

scale, contributed to strengthening these megatrends due to their growing involve-
ment in research and development from the 1970s through the 2000s, which resulted 
in their dominant role in global R&D expenditure.

The purpose of this paper is to provide some evidence for the above thesis by 
discussion of the results of an analysis of data on R&D expenditure of the world’s 
top 102 corporate R&D spenders in 2007 with the emphasis on a reference period 
of 2000–2011.

1 K. Poznańska, K. M. Kraj, Badania i rozwój w korporacjach transnarodowych. Organizacja. Umię-
dzynarodowienie, Wydawnictwo Naukowe PWN, Warsaw 2015, p. 8.
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2.  Internationalisation of Corporate R&D Activity as a Key 
Process Leading to TNCs’ Dominance in the World’s 
R&D Expenditure
There were two key stimuli for an increasing involvement of TNCs in research 

and development activity, and its international decentralisation, in the decades of 
the 1970 s through the 2000 s that resulted in their dominant role in global R&D 
expenditure.

Firstly, continuous improvement in information and communication technologies 
(ICT) helped companies significantly increase the pace of carrying out different phases 
of their R&D projects as well as improve coordination and secure confidentiality of 
R&D programmes involving geographically dispersed corporate units2.

Secondly, more and more countries located in different regions of the world 
were undergoing the profound socio-economic and political transformation in those 
decades, which included some degree of deregulation of their domestic economies 
and openness to foreign direct investments as well as implementation of innovation 
policies. This trend created new investment and market opportunities for transna-
tional corporations3.

The above-mentioned processes also led to developing a knowledge-intensive 
globalising economy that started a new era of an increasingly competitive and tur-
bulent environment for internationally– and globally-oriented companies4. Indeed, 
the greater importance needs to be attached to knowledge and innovations, especially 
technological ones, as a new primary basis for creating and strengthening the corpo-
rate sustainable competitive advantage5. D. Castellani and A. Zanfei best highlighted 
this crucial interdependence between the international expansion of a company and 
its capabilities to create and utilise innovations: ‘on the one hand innovation is a key 
engine of internationalisation as it largely contributes to make it profitable to compete 

2 N. Kumar, Multinational Enterprises, Overseas R&D Activity and the Global Technological Order, 
Research and Information System, New Delhi 1999, pp. 13–14; P. Reddy, Globalization of Corporate R&D: 
Implications for Innovation Systems in Host Countries, Routledge, London–New York 2000, pp. 173–174.

3 For example, see: J. H. Dunning, Multinational Enterprises and the Global Economy, Addison-Wes-
ley, Workingham 1992; Regions, Globalization, and the Knowledge-Based Economy, ed. J. H. Dunning, 
Oxford University Press, Oxford–New York 2000; R. Gilpin, The Challenge of Global Capitalism. The 
World Economy in the 21st Century, Princeton University Press, Princeton 2000.

4 See in particular discussion by Y. Doz, J. Santos, P. Williamson in their book: From Global to 
Metanational: How Companies Win in the Knowledge Economy, Harvard Business School Press, Boston 
MA 2001, pp. 42–46.

5 K. M. Kraj, Corporate R&D Centres in Poland, in: Przedsiębiorstwo wobec wyzwań globalnych, eds. 
A. Herman, K. Poznańska, vol. 2, SGH, Warsaw 2008, p. 171.
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in foreign markets. On the other hand, internationalisation creates important innova-
tion opportunities. In this context, multinationals play a key role in the international 
exploitation and generation of innovative advantages’6.

As a result of this increasing interdependence, the decades of the 1970s through 
the 2000s were marked not only by a growing number of transnational corporations 
investing heavily in R&D but also by the intensifying internationalisation of this cor-
porate activity in more and more TNCs establishing foreign R&D units in selected 
host countries7. Indeed, the involvement of transnational corporations in research 
and development activity, especially on an international scale, was increasing with 
every next decade since the 1970s, thereby attracting more and more attention from 
academic researchers, governmental agencies and international organisations8.

To better depict the significance of internationalisation of corporate research 
and development in the last four decades, as it led to a dominant role of R&D-active 
TNCs in global R&D expenditure, a brief literature review is made below.

The centralisation of industrial R&D in home countries of TNCs, which was 
typical of the postwar period of the late 1940s through the 1960s, was also a popular 
approach among R&D-active TNCs in the 1970s since the focus was on building up 
sales and manufacturing operations performed abroad9. However, in the late 1970s 
and the early 1980s, not only American corporations but also Western European, 
Japanese and Canadian corporations started to locate some of their R&D operations 
in selected host countries (both developed and fast-developing ones) either by setting 
up R&D units or by acquiring such local units along with plants and other assets. 
It was aimed at supporting foreign subsidiaries with complementary design and 
development capabilities10. Although the primary role of foreign corporate R&D units 

6 D. Castellani, A. Zanfei, Multinational Firms, Innovation and Productivity, Edward Elgar Publishing, 
Cheltenham–Northampton 2006, p. 9.

7 It should be, however, emphasised that internationalisation of corporate R&D did start in the 
interwar period since a few large European and American corporations, which were operating in the 
chemical and electrical equipment industries, established some R&D units abroad (see J. Niosi, The 
Globalization of Canada’s R&D, “Management International Review” 1997, vol. 37 (4), p. 388; P. Reddy, 
Globalization of…, op. cit., p. 1).

8 For example, see: J. N. Behrman, W. A. Fischer, Overseas R&D Activities of Transnational Companies, 
Oelgeschlager, Gunn & Hain, Cambridge, MA 1980; Technical Change and the World Economy: Convergence 
and Divergence in Technology Strategies, ed. J. Hagedoorn, Edward Elgar Publishing, Cheltenham–North-
ampton 1995; R. Boutellier, O. Gassmann, M. von Zedtwitz, Managing Global Innovation. Uncovering the 
Secrets of Future Competitiveness, Springer-Verlag, second revised edition, Berlin–Heidelberg 2000; World 
Investment Report 2005: Transnational Corporations and the Internationalization of R&D, UNCTAD, New 
York–Geneva 2005.

9 A. Gerybadze, G. Reger, Globalization of R&D: Recent Changes in the Management of Innovation 
in Transnational Corporations, “Research Policy” 1999, vol. 28, iss. 2–3 (Special Issue), p. 254.

10 J. Niosi, The Globalization of…, op. cit., p. 388; A. Gerybadze, G. Reger, Globalization of…, op. cit., 
p. 254.
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was transfer and local adaptation of product/process technologies developed by their 
parent corporation’s central R&D labs, some of these units were set up to be involved 
mostly in research or development projects of high priority, e.g. development of new 
flagship products or new technologies11. It is worth mentioning that governments 
in developing countries sought to attract foreign corporate R&D units since it was 
a vital part of their industrialisation policy12.

In other words, different research showed that at the turn of the 1970s and the 
1980s transnational corporations started to play a crucial role in boosting research 
and development activity undertaken in different countries. Yet there were no studies 
aimed at estimating the total R&D expenditure incurred by the then leading corporate 
R&D spenders worldwide.

From the mid-1980s through the 1990s, as studies showed, internationalisation 
of corporate R&D was intensifying in terms of its pace, the scope of R&D opera-
tions performed abroad and the geographical spread. Researchers found evidence 
of this strong trend towards the international decentralisation of corporate R&D by 
analysing either patent activity of TNCs or geographical distribution of their R&D 
spending. According to their findings, more and more transnational corporations 
originating in North America, Western Europe and Japan were building up their 
corporate networks of R&D units at international level, and increasing their R&D 
expenditure. However, depending on home country, TNCs differed widely in the 
degree of internationalisation of their R&D facilities. It was Europe-based TNCs 
operating in technology-intensive industries that took the lead in this process fol-
lowed by the US-based TNCs while Japan-based TNCs were still conducting most 
of their R&D in their home country13.

It is worth mentioning that the growing involvement of TNCs in research and 
development at the turn of the 1980s and the 1990s was reflected, to some degree, 
in the first international R&D scoreboard providing financial data on the largest 
R&D-active companies in 1990, which was prepared under the auspices of the British 

11 See in particular a study by R. Ronstadt, Research and Development Abroad by U. S. Multinationals, 
Praeger Publishers, New York 1977.

12 P. Reddy, Globalization of…, op. cit., p. 52.
13 Ch. Freeman, J. Hagedoorn, Convergence and Divergence in the Internationalization of Technology, 

in: Technical Change and the World Economy…, op. cit., pp. 49–51; N. Kumar, Multinational Enterprises…, 
op. cit., pp. 8–9; O. Gassmann, M. von Zedtwitz, New Concepts and Trends in International R&D Organi-
zation, “Research Policy” 1999, vol. 28, iss. 2–3 (Special Issue), pp. 231–232; P. Patel, M. Vega, Patterns of 
Internationalisation of Corporate Technology: Location vs Home Country Advantages, “Research Policy” 
1999, vol. 28, iss. 2–3 (Special Issue), pp. 147–151; M. Hemmert, International Organization of R&D and 
Technology Acquisition Performance of High-Tech Business Units, “Management International Review” 
2003, vol. 43 (4), p. 362.
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government. According to this scoreboard, the composition of the top 100 corporate 
R&D spenders in 1990 by home country and by industry was as follows14:
a) all the identified top companies were based in the United States, in two Western 

European countries (i.e. the United Kingdom and Germany) and Japan;
b) their total R&D spending was estimated at $ 132.14 billion15, of which 40.5%, 

29.4%, 21.5% and 8.6% was assigned to American, Japanese, German and British 
TNCs respectively;

c) the leading industries, which had the lion’s share of this corporate R&D spending, 
were technology-intensive ones, i.e. automotive, chemicals, electrical & electronics, 
health care, IT and telecommunications, aerospace.
Another significant change that occurred in the nature of internationalisation of 

corporate R&D in the 1990s, especially in the second half of that decade, was higher 
differentiation of foreign corporate R&D units by role, which was observed among 
many TNCs operating in different technology-intensive industries. For example, 
corporate R&D centres of excellence were established in such host countries that 
were offering unique R&D resources in order to carry out research and development 
projects of high priority to their parent corporations16. Moreover, TNCs sought 
to reorganise and manage their corporate networks of internationally dispersed 
R&D units in a truly integrated way with the aim of achieving an acceptable cost-ef-
ficiency ratio due to higher volatility of the global competitive environment17. Thus 
the driving forces for locating corporate R&D units in selected host countries, both 
developed and fast-developing ones, were enriched by new motivations such as access 
to specialised research networks, demand for talented scientists and engineers in an 
increasing number of emerging and converging fields of science and technology, and 

14 The 1991 R&D Scoreboard, http://webarchive.nationalarchives.gov.uk/20101208170217/http://
www. innovation.gov.uk/rd_scoreboard/?p=31 (8.04.2017). This R&D scoreboard series was aimed at 
analysing financial data of the top UK-based and non-UK-based companies, most of which were trans-
national corporations, by their R&D expenditure. The scoreboard was prepared and released annually 
from 1991 through 2010 under the auspices of the British government departments.

15 In this paper, the sign ‘$’ refers to the U. S. dollar. It must be emphasised that all the figures in the 
above R&D scoreboard series were presented in the British pound. Thus all the original estimates referred 
to in this paper were translated into the U. S. dollar by the paper’s author (at the exchange rate ruling at 
31 December of an analysed year to be in accordance with the foreign currency translation principle 
adopted in this series). 

16 W. Kuemmerle, Building Effective R&D Capabilities Abroad, “Harvard Business Review” 1997, 
March–April; J. W. Medcof, A Taxonomy of Internationally Dispersed Technology Units and Its Application 
to Management Issues, “R&D Management” 1997, October, vol. 27, iss. 4.

17 See in particular: A. Gerybadze, G. Reger, Globalization of…, op. cit.; O. Gassmann, M. von 
Zedtwitz, New Concepts and…, op. cit.
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the need to optimise the total cost of corporate R&D projects undertaken18. This 
changing nature of major motivations behind internationalisation of corporate R&D 
was highlighted by researchers. For example, R. D. Pearce pointed out that the foreign 
corporate R&D activities had moved ‘from tactical short-term adaptation operations 
to more strategic medium-term product development and longer-term knowledge cre-
ation’19. Likewise, A. Gerybadze and G. Reger referred to the changing nature of this 
process by emphasising that: ‘This change has resulted in a new paradigm of transna-
tional innovation (…) the new paradigm of transnational innovation is characterized 
by: intense market and technology interaction, multiple centers of knowledge (at several 
geographical locations), cross-functional learning (…), a combination of inward and 
outward learning (…), reverse and interactive technology transfer (…)’20.

Despite the changing pattern of major motivations behind internationalisation 
of corporate R&D, especially a quest to optimise the R&D cost-efficiency ratio, the 
leading R&D-active TNCs kept incurring significant expenditure on research and 
development. It is worth mentioning that:
1) O. Gassmann and M. von Zedtwitz estimated – based on data from OECD and 

companies – that the 50 largest corporate R&D spenders worldwide accounted for 
a considerable share of the total R&D expenditure in the Triad nations in the mid-
1990 s, i.e. 33% in the United States, 42% in Western Europe and 57% in Japan21.

2) According to the 2000 R&D Scoreboard by one of the British government depart-
ments, the group of the 300 largest corporate R&D spenders worldwide incurred 
the R&D expenditure estimated at $ 252.82 billion for the year 199922. It is worth 
adding that most of these corporations were based in the USA, Western European 
countries and Japan, and were operating in different manufacturing and service 
industries, technology-intensive ones in particular (IT, automotive, pharmaceu-
ticals, electronic & electrical, chemicals)23.
Thus at the turn of the 20th and 21st century transnational corporations played 

a crucial role in boosting progress in science and technology as they had already 
linked, through their networks of corporate R&D units, different countries and 

18 K. M. Kraj, Corporate R&D Centres…, op. cit., pp. 175–176; see also E. B. Roberts, Benchmarking 
Global Strategic Management of Technology, “Research Technology Management” 2001, March–April, 
vol. 44, no. 2.

19 R. D. Pearce, Decentralised R&D and Strategic Competitiveness: Globalised Approaches to Genera-
tion and Use of Technology in Multinational Enterprises (MNEs), “Research Policy” 1999, vol. 28, iss. 2–3 
(Special Issue), p. 158.

20 A. Gerybadze, G. Reger, Globalization of…, op. cit., pp. 254–255.
21 O. Gassmann, M. von Zedtwitz, New Concepts and…, op. cit., p. 232.
22 The 2000 R&D Scoreboard, http://webarchive.nationalarchives.gov.uk/20101208170217/http://

www. innovation.gov.uk/rd_scoreboard/?p=31 (8.04.2017).
23 Ibidem.
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their unique R&D resources to generate and apply new knowledge in diverse fields 
of S&T more efficiently.

The above-discussed trend in internationalisation of corporate R&D continued 
in the 2000 s, and was even intensified by new entrants, i.e. transnational corporations 
originating in the largest developing countries such as the mainland China24 and 
India25. As a result of this trend among R&D-active TNCs, more and more studies were 
made to examine the impact of internationalisation of corporate R&D on countries 
involved in this process since such TNCs were bringing both potential benefits and 
costs, thereby affecting such countries’ innovation policy26. Moreover, the significant 
role of TNCs in the world’s research and development activity, especially in terms 
of R&D expenditure, attracted constant attention from both business analysts and 
international organisations. It is therefore worth mentioning that:
a) in the year 2004 a new R&D scoreboard series, i.e. the EU Industrial R&D Invest-

ment Scoreboard, was initiated by the European Commission with the aim of 
analysing economic and financial data of the top EU-based and non-EU-based 
corporate R&D spenders, most of which have been transnational corporations27;

b) in the year 2005 Booz & Company28, a global strategy consulting firm, initiated 
the Global Innovation 1000 study with the aim of investigating the relationship 
between the world’s top 1000 corporations’ R&D expenses and their performance, 
especially in the context of innovative activity29.
Both the previously referred to corporate R&D scoreboard series by the British 

government departments and the above studies showed that30:

24 The term ‘mainland China’ refers to the geographical area of the People’s Republic of China (PRC) 
without two so-called ‘special administrative regions’ (SARs, i.e. Hong Kong and Macau). 

25 See in particular: Globalization of R&D and Developing Countries, Proceedings of the Expert 
Meeting. Geneva 24–26 January 2005, UNCTAD, New York–Geneva 2005.

26 See in particular: World Investment Report 2005…, op. cit.; The Internationalisation of Business 
R&D. Evidence, Impacts and Implications, OECD, Paris 2008.

27 The EU Industrial R&D Investment Scoreboard series has been prepared and released annually under 
the auspices of the European Commission since 2004. All the editions are available to download from the 
following website: http://iri.jrc.ec.europa.eu/scoreboard.html). In general, the adopted methodology is 
similar to that of the previously referred to ‘British’ R&D scoreboard series; the major difference is euro 
as the presentation currency.

28 Since 2014 the company has been operating under the name “Strategy&” as a wholly-owned sub-
sidiary of PwC, a global consulting firm; more information about this study is available on the following 
website: https://www.strategyand.pwc.com/global/home/what-we-think/51025132/past-year-studies 
(18.04.2017).

29 Ibidem.
30 Compare in particular: The 2004 R&D Scoreboard, UK DTI, and The 2010 R&D Scoreboard, UK 

BIS, http://webarchive.nationalarchives.gov.uk/20101208170217/http://www.innovation.gov.uk/rd_score-
board/?p=31 (8.04.2017); The 2004 EU Industrial R&D Investment Scoreboard, European Commission, 
DG-JRC/DG-RTD, and The 2010 EU Industrial R&D Investment Scoreboard, European Commission, JRC/
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1) There were more and more R&D-active TNCs that as a whole tended to increase 
their R&D expenditure throughout the 2000 s, except for the year 2009 which 
proved to have a negative impact on corporate R&D budgets, thereby resulting 
in a slight decrease in R&D expenditure incurred by the leading TNCs (between 
1.6% and 3.5%, depending on the study)31.

2) There was high concentration of corporate R&D spending by industry throughout 
the 2000 s since the leading industries, which accounted for the largest share of 
corporate R&D expenditure, were the following technology-intensive industries: 
IT, automotive, pharmaceuticals & biotechnology, electronic & electrical, chemi-
cals, aerospace & defense32.

3) The breakdown of the world’s top corporate R&D spenders by home country 
remained quite stable over the 2000 s since it was still TNCs based in the United 
States, Japan and Europe that constituted the predominant group among the 
largest corporate R&D spenders.
To sum up, the above three studies provided a general perspective on corporate 

R&D activity in the 2000 s, especially in terms of R&D expenditure, thereby repre-
senting a valuable contribution to the discussion of the role of TNCs in the world’s 
research and development activity. However, the 2000 s were marked by economic 
fluctuations in the world economy that resulted in the three following subperiods33:

DG-RTD http://iri.jrc.ec.europa.eu/scoreboard.html (18.04.2017); B. Jaruzelski, K. Dehoff, R. Bordia, The 
2005 Global Innovation 1000 Study: Money isn’t everything, Booz & Co., “strategy+business” 2005, Winter, 
iss. 41, and B. Jaruzelski, K. Dehoff, The 2010 Global Innovation 1000 Study: How the Top Innovators Keep 
Winning, Booz & Co., “strategy+business” 2010, Winter, iss. 61, https://www.strategyand.pwc.com/global/
home/ what-we-think/51025132/past-year-studies (18.04.2017).

31 For example, the number of the largest corporate R&D spenders worldwide, which were listed 
in the two ‘British’ R&D scoreboard editions referred to, increased from 700 (the 2004 edition) to 1000 
(the 2010 edition), and their total R&D expenditure was estimated at $ 366.3 billion and $ 555.52 billion 
respectively. The second estimate is comparable to that reported in the 2010 Global Innovation 1000 
Study by Booz & Co. analysts, according to whom the identified group of the world’s top 1000 corporate 
R&D spenders incurred R&D expenses of $ 503 billion in 2009. The difference between both estimates 
may be attributable to some differences in the methodology adopted in these studies (e.g. the different 
foreign currency translation principles) that affected the composition of companies included in each of 
these yearly rankings.

32 According to the 2004 editions of the ‘British’ and the ‘EU’ R&D scoreboards, in which the world’s 
top 700 and 685 R&D-active companies were listed respectively, the above-listed industries accounted for 
82.2% of the total R&D expenditure of these groups of companies in 2003. According to the 2010 editions 
of the above scoreboard series, the corresponding ratio for the year 2009 was lower, yet still relatively 
high, i.e. 74.6% and 70.3% (this second percentage didn’t include ‘aerospace & defense’) in the ‘British’ 
and the ‘EU’ R&D scoreboards respectively; it should be, however, emphasised that the number of the 
world’s top R&D-active companies listed in these 2010 editions was 1000 and 1400 respectively, thereby 
including a broader scope of industries.

33 K. Poznańska, K. M. Kraj, Badania i rozwój…, op. cit., pp. 64–65.
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a) the subperiod of 2000 through 2003: a downturn in the world economy in the 
aftermath of a burst of ‘the Internet bubble’ in March 2000 in the USA34;

b) the subperiod of 2004 through 2007: an upturn in the world economy – according 
to the World Bank, the vast majority of countries achieved economic growth35;

c) the subperiod of 2008 through 2009: another downturn in the world economy 
in the aftermath of a global financial crisis, which also continued at the beginning 
of the 2010 s, i.e. in 2010 and 2011.
Thus, given these economic fluctuations that occurred last decade, in the outlined 

context of internationalisation of corporate R&D two key research questions arise:
1. To what extent were the largest corporate R&D spenders worldwide playing 

a crucial role in global R&D expenditure in the period of 2000 through 2011?
2. Did the last decade’s economic turbulence affect the leading corporations’ R&D 

spending throughout the 2000s?
In order to give an answer to these questions, a comparative analysis of data on 

R&D expenditure of the world’s top 102 corporate R&D spenders in 2007, with the 
emphasis on a reference period of 2000–2011, was carried out against a background 
of countries’ R&D expenditure aggregated at global level.

3. Research Methodology and Selected Firms

The initial aim of the research discussed in this paper was to determine how many 
transnational corporations invested heavily in R&D, i.e. no less than $ 100 million 
in 2007, which proved to be the last year of an upturn in the world economy in the 
2000 s. Selection of R&D-active TNCs that released data on their R&D expenditure 
for the year 2007 was made at the preliminary stage of research. Corporations which 
were consolidated (as being subsidiaries) by other corporations (as being parent 
companies) already included in the selected group – were excluded in order to avoid 
double-counting. As a result of this preliminary research, some 800 TNCs were the 
subject of further research, which was a three-stage analysis, i.e.:
1. For each of the selected companies, R&D expenditure calculations were made 

for the year 2007 in order to determine the exact number of TNCs that met the 

34 A rapid decline in the market capitalisation of Internet-oriented, technology-intensive companies 
(so-called ‘dotcoms’) on the Nasdaq stock exchange that first resulted in an economic recession in the 
USA, and later in an economic recession or slowdown in other developed countries as well as in some 
developing ones.

35 According to the World Bank’s data (referred to in Section 2 of this paper), it was 94–95% of the 
monitored countries, depending on the year under consideration.
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above-mentioned financial criterion. This stage resulted in selection of 618 TNCs 
(referred further to as ‘TNC-618’).

2. For each of the companies included in TNC-618, R&D expenditure calculations 
were also made for the years 2000–2006. This stage, however, revealed the lack 
of available data on corporate R&D spending for a considerable percentage of 
TNCs for some years within the above period, especially 2000 through 2003.

3. The last stage was a broadened analysis of a subgroup of TNCs selected from 
the group TNC-618, i.e. the focus was on corporations with R&D expenditure 
above $ 1 billion incurred in the year 2007. It resulted in selection of 102 TNCs 
(referred further to as ‘TNC-102’)36, for which R&D expenditure calculations 
were also made for the years 2008–2011.
Data on corporate R&D spending were collected from annual consolidated 

financial statements of TNCs37. However, in the case of companies whose fiscal year 
was a twelve-month period different from a calendar year, additional data were col-
lected from either half-yearly or quarterly consolidated financial statements in order 
to make annualised estimates of their R&D expenditure. Moreover, in the case of 
companies that underwent merger, acquisition or demerger processes in the analysed 
period, estimates were made on the basis of data collected from consolidated finan-
cial statements of their corporate legal predecessors or legal successors to provide 
comparability of calculations on a year-on-year basis.

All the R&D expenditure figures, if not presented in the U. S. dollar, were translated 
into this currency at the yearly average exchange rates. The official exchange rates 
were derived from International Monetary Fund, International Financial Statistics 
through the website of the “World Development Indicators” database administered 
by the World Bank38.

From the methodological point of view, this research differed from the two 
R&D scoreboard series referred to in Section 1 of this paper (i.e. the ‘British’ R&D 
Scoreboard series and the EU Industrial R&D Investment Scoreboard series) in that:
1. It was aimed at obtaining estimates of corporations’ R&D expenditure incurred 

in the analysed calendar years, not fiscal years since some TNCs (especially 

36 It should be, however, emphasised that two TNCs (i.e. Porsche and Nortel Networks) were excluded 
from this subgroup, despite meeting the above financial criterion, as they were among those mentioned 
earlier in the context of lack of data on their R&D spending for some years within the period of 2000–2003.

37 Any R&D subsidies, grants etc. received from governments or other institutions (e.g. collaborative 
partners) were excluded if such financial figures were disclosed separately.

38 The website is available under the following address: http://data.worldbank.org/data-catalog/
world-development-indicators. However, in the case of the exchange rate of the Taiwanese dollar to the 
U. S. dollar, the yearly average exchange rates were derived from a website of the currency converter 
provided by Oanda Corp., a global currency broker.
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North American and Japanese ones) adopted a twelve-month period different 
from a calendar year as their fiscal year.

2. The yearly average exchange rates, not the end-year exchange rates were used 
to make currency translations since most TNCs reported their R&D expenditure 
as current expenses translated at the yearly average exchange rates while preparing 
their consolidated financial statements.
Both the above-described preliminary and further research was conducted by 

the author of this paper from 2009 through 2013. The major findings of this research 
as well as its methodology were first discussed in Polish in a book by K. Poznańska 
and K. M. Kraj39.

To compare the obtained estimates of corporate R&D expenditure against that of 
the world, data on countries’ R&D expenditure (i.e. GERD: gross domestic expend-
iture on R&D) reported in current local currency (at current prices) were derived 
from the “Science, Technology and Innovation” database developed and administered 
by the UNESCO Institute for Statistics (UIS)40, and translated into the U. S. dollar 
on the above-mentioned principle. Two sets of data, i.e. ‘June 2013 release’ and ‘July 
2014 release’, were used to make estimates of annual R&D expenditure for 36%–44% 
of the countries and territories included in the UN statistics (depending on availability 
of data for a particular year) and then aggregate the estimates at regional and global 
levels. Moreover, some macroeconomic data for the world and for countries were 
derived from the previously mentioned “World Development Indicators” database 
of the World Bank in July 2014.

4.  A Dominant Role of Transnational Corporations 
in Global R&D Expenditure in the Period of 2000–2011

According to the calculations made on the basis of GERD data available, the 
world’s R&D expenditure was continually increasing from 2000 through 2008, and 
then again from 2010 through 2011. Thus this trend was interrupted in 2009, which 
was marked by a severe economic downturn in the world economy41, thereby resulting 
in a two percent decline in global R&D expenditure as compared to 2008. It is worth 

39 K. Poznańska, K. M. Kraj, Badania i rozwój…, op. cit., pp. 88–108 (chapter 3) and pp. 247–255 
(appendixes 3 and 4).

40 The website is available under the following address: http://data.uis.unesco.org/
41 According to the World Bank’s WDI database (July 2014 update), the 2009 GDP growth rates (at 

market prices based on constant local currency) were positive in 98 countries and negative in 95 countries.
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mentioning that 2007 was the first year in which the world as a whole spent above 
$ 1 trillion on research and development (Table 1).

Moreover, the estimates suggest that there was quite a high correlation between the 
world’s aggregate GDP changes and its R&D expenditure changes from 2000 through 
2011 since the world’s R&D intensity fluctuations were low – the ratio ranged between 
1.86% and 1.98%, with an average of 1.92% for the above period. It should be, how-
ever, emphasised that this stable trend in global R&D expenditure was determined by 
the top ten leading countries in the world in terms of GERD – their share in annual 
global R&D expenditure fluctuated between 81% and 89% in the discussed period.

Thus it supports the findings of the studies referred to in Section 1 that there 
was a high geographical concentration of R&D activity in a relatively small group 
of countries in the period of 2000–2011, mostly in the Triad countries and a few 
fast-developing large countries, which were also found by researchers to be the 
countries most involved in internationalisation of corporate R&D activity (Table 2).

As illustrated in Table 2, the leading positions were held mostly by the same coun-
tries from 2000 through 2011, both at global and regional levels. The United States 
and Japan were the largest and the second-largest R&D spenders among countries 
respectively as well as the largest R&D spenders in their respective geographical 
regions. What is also worth commenting is the mainland China’s impressive climb 
from the ninth position in 2000 to the third position in 2011 among the world’s ten 
largest R&D spenders. It reflects this country’s efforts to catch up with the Triad coun-
tries in terms of research and development capabilities and innovation performance. 

Table 1.  The estimates of annual global R&D expenditure in the period of 2000–2011 
(the selected years)

2000 2002 2004 2007 2009 2011

The world’s R&D expenditure ($bn): 649.48 655.09 823.41 1 053.06 1 158.81 1 352.86

The number of countries and territories whose GERD is included in a relevant aggregate R&D expenditure:

78A,B 94B 94B 94B 89B 82B,C

The world’s aggregate GDP ($bn): 32 981.13 34 000.45 42 938.44 56 694.80 58 884.50 71 448.81

The world’s R&D intensity 1.97% 1.93% 1.92% 1.86% 1.97% 1.89%

Source: estimates based on the UIS ‘Science, Technology & Innovation’ database (‘June 2013 release’ and ‘July 2014 
release’) and the World Bank’s WDI database (July 2014 update); notes: A – a relevant annual global R&D expenditure 
is completed with GERD for the year 1999 with reference to Denmark, Sweden and Norway (data on their GERD for 
the year 2000 were not available); B – Owing to the fact that Australia and New Zealand were reporting their GERD 
every two years, i.e. Australia for even years and New Zealand for odd years, the estimates were completed with values 
of their GERD for the previous years, i.e. in the case of Australia – GERD for the years 2006, 2008 and 2010 is assigned 
to the years 2007, 2009 and 2011 respectively, in the case of New Zealand – GERD for the years 1999, 2001 and 2003 
is assigned to the years 2000, 2002 and 2004 respectively; C – a relevant annual global R&D expenditure is completed: 
a) with GERD for the year 2009 with reference to Saudi Arabia and Thailand, b) with GERD for the year 2010 with 
reference to Chile, Hong Kong (China’s SAR) and South Africa.
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If this trend has been continued since then, the mainland China would strengthen 
its position as one of the two most important R&D spenders in the world by the end 
of this decade, thereby climbing to the position held by Japan for many years.

Table 2.  The top leading countries in terms of GERD in the period of 2000–2011 from 
the global and regional perspectives (the selected years)

2000 2004 2007 2011

The top ten leading countries in the world [GERD, $bn]:

1. United States [269.51]
2. Japan [142.02]
3. Germany [46.64]
4. France [28,52]
5. United Kingdom [26.81]
6. Canada [13.84]
7. South Korea [12.24]
8. Italy [11.48]
9. ChinaB [10.82]
10. Sweden [9.27]1999

1. United States [305.64]
2. Japan [145.88]
3. Germany [68.25]
4. France [44.32]
5. United Kingdom [37.07]
6. ChinaB [23.76]
7. Canada [20.51]
8. South Korea [19.37]
9. Italy [18.94]
10. Sweden [12.94] 

1. United States [380.32]
2. Japan [150.79]
3. Germany [84.15]
4. France [53.79]
5. United Kingdom [50.02]
6. ChinaB [48.77]
7. South Korea [33.68]
8. Canada [27.96]
9. Italy [24.95]
10. Spain [18.26] 

1. United States [429.14]
2. Japan [199.80]
3. ChinaB [134.44]
4. Germany [104.96]
5. France [62.59]
6. South Korea [45.02]
7. United Kingdom [43.87]
8. Canada [31.02]
9. Brazil [29.96]
10. Australia [28.28]2010

America: the regional leaders:A

1. United States
2. Canada
3. Brazil [6.56]
4. Mexico [2.17] 

1. United States
2. Canada
3. Brazil [5.97]
4. Mexico [3.04] 

1. United States
2. Canada
3. Brazil [14.97]
4. Mexico [3.84] 

1. United States
2. Canada
3. Brazil
4. Mexico [4.98] 

Europe: the regional leaders:A

1. Germany
2. France
3. United Kingdom
4. Italy

1. Germany
2. France
3. United Kingdom
4. Italy

1. Germany
2. France
3. United Kingdom
4. Italy

1. Germany
2. France
3. United Kingdom
4. Italy [27.54] 

Asia: the regional leaders:A

1. Japan
2. South Korea
3. ChinaB

4. Israel [5.21] 

1. Japan
2. ChinaB

3. South Korea
4. India [5.32] 

1. Japan
2. ChinaB

3. South Korea
4. India [9.54] 

1. Japan
2. ChinaB

3. South Korea
4. India [15.56] 

Oceania: the regional leaders:A

1. Australia [6.04]
2. New Zealand [0.57]1999

1. Australia [11.74]
2. New Zealand [0.96]2003

1. Australia [16.39] 2006

2. New Zealand [1.59] 
1. Australia2010

2. New Zealand [2.07] 

Africa: the regional leaders:A

No data available 1. South Africa [1.86]
2. Morocco [0.33]2003

3. Tunisia [0.28] 

1. South Africa [2.64]
2. Morocco [0.42]2006

3. Tunisia [0.39] 

1. South Africa [2.77]2010

2. Egypt [0.99]

Source: estimates based on the UIS ‘Science, Technology & Innovation’ database (‘June 2013 release’ and ‘July 2014 
release’) and the World Bank’s WDI database (July 2014 update); notes: A – GERD ($bn) presented for those regional 
leaders that are not counted among the world’s top ten leading countries for a relevant year; B – GERD for the People’s 
Republic of China, excluding estimates for two SARs (i.e. Hong Kong and Macau); see also the corresponding ranking 
of top countries for the year 2010: K. Poznańska, K. M. Kraj, Badania i rozwój…, op. cit., p. 68.
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The regional breakdown of the leading countries in terms of R&D expenditure 
indicates that there were three crucial geographical regions, in which most of the 
world’s R&D activity was conducted in the period of 2000–2011, i.e. America (with 
key roles played by the United States, Canada and Brazil), Europe (with key roles 
played by Germany, France, the United Kingdom and Italy) and Asia (with key roles 
played by Japan, South Korea and the mainland China). Figure 1 depicts the changes 
in the percentage share of the five major geographical regions in the world’s R&D 
expenditure from 2000 through 2011.

Figure 1.  The percentage share of the five major geographical regions in annual 
global R&D expenditure in the period of 2000–2011

0%
5%

10%
15%
20%
25%
30%
35%
40%
45%
50%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Africa America Asia Europe Oceania

Source: estimates based on the UIS ‘Science, Technology & Innovation’ database (‘June 2013 release’ and ‘July 2014 
release’) and the World Bank’s WDI database (July 2014 update).

As illustrated in Figure 1, although America and Europe played crucial roles 
in global R&D activity in the discussed period, their share was fluctuating. Moreover, 
it appears that at the end of the 2000 s both regions started the long-term downward 
trend in their importance in this activity in favour of Asia. Indeed, the share of 
America, Europe and Asia in global R&D expenditure was 45.2%, 26.1% and 27.6% 
respectively in 2000, and 37%, 29% and 31.5% respectively in 2011. It may herald 
a forthcoming new era in the global S&T progress, in which the largest R&D spenders 
from Asia will likely be playing a key role.

The distribution of the major region’s shares in the world’s R&D expenditure, 
including the leading countries in terms of GERD, corresponds to some degree 
with a breakdown of the world’s top corporate R&D spenders in 2007 by home 
country. According to the author’s research on corporate R&D spending, there were 
618 transnational corporations (TNC-618) worldwide that invested $ 100 million 
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or more in research and development in 2007. With $ 474.62 billion spent on R&D, 
TNC-618 accounted for 45.1% of the world’s R&D expenditure in a relevant year. 
Moreover, the lion’s share of the total R&D expenditure of TNC-618 was incurred 
by two thirds of the group, i.e. 406 transnational corporations that originated in just 
three of the leading countries in global R&D activity, i.e. the United States, Japan and 
Germany (230, 124 and 52 companies respectively). Their aggregated R&D expenditure 
was estimated at $ 327.59 billion (i.e. 69% of the total R&D spending of TNC-618 
in 2007). It is worth adding that Europe-based TNCs as a whole were second only 
to the US-based TNCs both in terms of the number of companies and the share of 
the total R&D expenditure of TNC-618 (197 companies with $ 164.66 billion spent 
on R&D against the group of 230 US-based companies with R&D expenditure of 
$ 185.8 billion). These findings go in line with the results of the previously discussed 
R&D scoreboard series.

Despite the fact that the mainland China’s expenditure on R&D increased sig-
nificantly between 2000 and 2011, there was only one transnational corporation 
originated and based in this country, which was counted among the leading corporate 
R&D spenders in 2007 within TNC-61842. However, the mainland China’s progress 
reflects the findings of different research on internationalisation of corporate R&D 
that this country became one of the key host countries, especially in Asia, for many 
transnational corporations performing some of their R&D operations abroad43, which 
resulted in such corporate activity being included in the country’s R&D expenditure.

To better highlight a key role of TNCs in the world’s R&D activity in the 2000s, 
closer attention was paid to the most important subgroup of TNC-618 in terms of 
R&D expenditure, i.e. the world’s top corporate R&D spenders in 2007 that incurred 
R&D expenditure above $ 1 billion that year. It was the group of 102 transnational 
corporations (TNC-102), for which data were analysed with reference to the period 
of 2000–2011. Table 3 gives an overview of corporations included in TNC-102 by 
industry and home country.

42 ZTE Corporation, a global company operating in the IT and telecommunications industries. 
According to the corporate information available, ZTE had already internationalised its R&D operations 
by the year 2007 by setting up some R&D centers in selected host countries in North America, Europe 
and Asia.

43 For example, see: G. J. Tellis, A. B. Eisingerich, R. K. Chandy, J. C. Prabhu, Competing for the Future: 
Patterns in the Global Location of R&D Centers by the World’s Largest Firms, Working Paper, Centre for 
India & Global Business, University of Cambridge – Judge Business School, 2009, www.india.jbs.cam.
ac.uk/research/facultyresearch.html (24.03.2009).
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Table 3.  A breakdown of the world’s top 102 corporate R&D spenders in 2007 by 
industry and home country

Industry Number of TNCs by home country

IT and telecommunications 25 TNCs of which: US: 16 (Microsoft, Intel, IBM, Cisco Systems, Motorola, Hewlett-
Packard, Oracle, Google, Sun Microsystems, Qualcomm, AMD, EMC, Freescale 
Semiconductor, Broadcom, Yahoo!, Electronic Arts), Japan: 2 (NTT, Fujitsu), Finland 
(Nokia), Sweden (Ericsson), UK (BT), Germany (SAP), France (France Telecom), 
Australia (Telstra), France/US* (Alcatel-Lucent) 

Health care and 
pharmaceuticals

24 TNCs of which: US: 10 (Pfizer, Merck & Co., Eli Lilly, Wyeth, Bristol-Myers Squibb, 
Schering-Plough, Abbott Laboratories, Johnson&Johnson, Medtronic, Boston 
Scientific), Japan: 4 (Takeda, Daiichi Sankyo, Astellas Pharma, Eisai), Germany: 3 
(Bayer, Merck, Boehringer Ingelheim), Switzerland: 2 (Roche, Novartis), UK 
(GlaxoSmithKline), Denmark (Novo Nordisk), Belgium (UCB), France/Germany*  
(Sanofi-Aventis), Sweden/UK* (AstraZeneca) 

Automotive 17 TNCs of which: Germany: 5 (Volkswagen, Daimler, BMW, Continental, Bosch), 
Japan: 4 (Toyota Motor, Honda Motor, Nissan Motor, Denso), US: 3 (General Motors, 
Ford Motor, Delphi), France: 2 (Renault, PSA Peugeot Citroën), Sweden (Volvo), Italy 
(Fiat), South Korea (Hyundai Motor) 

Electronic, electrical and IT 
(selected segments) 

11 TNCs of which: Japan: 6 (Hitachi, Toshiba, Canon, NEC, Ricoh, Sony), South Korea: 2 
(Samsung Electronics, LG Electronics), US (Texas Instruments), Holland (NXP), Italy/
France* (STMicroelectronics) 

Electronic and electrical 7 TNCs of which: Japan: 4 (Matsushita Electric Industrial, Sharp, Mitsubishi Electric, 
Fujifilm), Germany: 2 (Siemens, Infineon Technologies), Holland (Philips) 

Aerospace and defense 5 TNCs of which: US: 2 (Boeing, UTC), France (Safran), Italy (Finmeccanica), France/
Germany/Spain* (EADS) 

Others 13 TNCs of which: US: 8 (DuPont, Dow Chemical, General Electric, Honeywell 
International, Procter&Gamble, Amgen, Caterpillar, Applied Materials); Holland/UK*: 2 
(Unilever, Royal Dutch Shell); Germany (BASF); France (Areva), Switzerland (Nestlé) 

Source: own study based on corporate R&D spending; * – these TNCs were created through merger between compa-
nies that originated in the above highlighted countries, and were based in one of these countries (except for Unilever, 
which was a dual-listed company based in both countries of origin).

As illustrated in Table 3, most of the world’s top R&D-active TNCs in 2007 were 
corporations based in the Triad countries counted among the then largest R&D 
spenders. Indeed, 72 TNCs (i.e. 70.6% of the group) were based in the top three 
countries in 2007, i.e. in the United States, Japan and Germany (40, 20 and 12 TNCs 
respectively). However, this similarity between the home countries of these leading 
TNCs and the countries being top R&D spenders cannot be interpreted as evidence 
of the centralisation approach to research and development activity among such 
corporations. As mentioned in Section 1, R&D-active TNCs have tended to develop 
their corporate networks of R&D units at international level, yet they have differed 
widely in the degree of internationalisation of their R&D. Indeed, according to the 
additional corporate information available, 72 TNCs included in TNC-102 (i.e. 
70.6% of the group) had already developed their corporate networks of R&D units 
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on an international scale by the year 2007, of which 34 corporations had achieved 
a moderate degree of internationalisation of their in-house R&D, and 38 corporations 
had achieved an advanced degree44.

The industry composition of TNC-102 casts a new light on the R&D-active TNCs’ 
role in boosting the world’s research and development activity in the context of the 
two discussed megatrends in science and technology. As illustrated in Table 3, all 
the world’s top corporate R&D spenders in 2007 were the companies operating in 
industries that were:
a) technology-intensive industries (mostly manufacturing ones),
b) in most cases, also converging industries.

The foundations for such industries are provided by a multidisciplinary science 
and technology basis, which involves conducting R&D work in diverse fields of S&T. 
For example45:
1. TNCs operating in ‘IT and telecommunications’ and ‘electronic and electrical’ 

industries need to conduct R&D in computer and information sciences, tele-
communications, electrical and electronic engineering, automation and control 
systems, communication engineering and systems, computer hardware and 
architecture, nanotechnology.

2. TNCs operating in ‘health care and pharmaceuticals’ need to pay particular 
attention to chemical sciences, biological sciences, medical and health sciences 
as well as to medical engineering, bioinformatics, materials engineering.

44 While analysing corporate information on the in-house R&D organisation, the author decided 
to differentiate between the two above-mentioned degrees of R&D internationalisation in the examined 
TNCs. A moderate degree was assigned to TNCs that still had a predominant R&D base located in their 
home countries, yet they had also established some R&D units in selected host countries (it corresponded 
to the ‘R&D hub model’ in a typology of international R&D organisations proposed by O. Gassman and 
M. von Zedtwitz in: New concepts and…, op. cit., pp. 241–243). An advanced degree was assigned to TNCs 
that had developed well-coordinated networks of R&D units located in different countries, without 
a dominant role of home country (it corresponded to the ‘integrated R&D network’ in the typology by 
O. Gassman and M. von Zedtwitz in: ibidem, pp. 243–245). Thus, according to the author’s research, the 
moderate international R&D performers were TNCs based in: the United States (15), Japan (13), Ger-
many (3), Belgium (1), Italy (1) and South Korea (1). The advanced international R&D performers were 
TNCs based in: the United States (11), Germany (7), the United Kingdom (4), France (4), Switzerland (3), 
Holland (3), Japan (2), South Korea (2), Finland (1), both the UK and Holland (1). It is worth adding 
that there were only 5 TNCs identified as ‘strongly centralised R&D performers’ (i.e. corporate R&D 
facilities were located in their home countries: 4 Europe-based TNCs and 1 Japan-based TNC). There 
was too little information available for 25 other TNCs included in TNC-102 to identify their approach 
to the in-house R&D organisation.

45 Adapted from: K. Poznańska, K. M. Kraj, Badania i rozwój…, op. cit., p. 100; the description in the 
referred to book is based on Revised Field of Science and Technology (FOS) Classification in the Frascati 
Manual, OECD 2007 (DSTI/EAS/STP/NESTI (2006) 19/FINAL). 
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3. TNCs operating in the ‘automotive’ industry need to conduct R&D particularly 
in mechanical engineering, electrical and electronic engineering, automation 
and control systems, communication engineering and systems.

4. TNCs operating in the ‘aerospace and defense’ industry need to pay particular 
attention to computer and information sciences, physical sciences, electrical and 
electronic engineering, robotics and automation control, mechanical engineering 
(especially aerospace engineering) and materials engineering.
In other words, the above-discussed industrial profile of TNC-102 indicates that 

these R&D-active corporations were involved in performing research and development 
projects in an increasing number of different fields of science and technology, either 
in-house or in collaboration with different partners. This in turn resulted in rising 
costs of R&D incurred by these companies.

Indeed, as illustrated in Table 4, the selected group of the world’s top 102 cor-
porate R&D spenders increased significantly their R&D expenditure between 2000 
and 2011 (by 89%). Two industries, i.e. ‘aerospace and defense’ and ‘health care 
and pharmaceuticals’ (including biotechnologies for life) were the first and second 
fastest-growing industries in terms of R&D expenditure incurred by TNC-102 (an 
increase of 207% and 132.9% respectively). The third fastest-growing industry was 
‘automotive’, which included both manufacturers of car parts and car producers (an 
increase of 92%).

It is also worth mentioning that TNCs operating in the ‘IT and telecommuni-
cations’ and ‘electronic and electrical’ industries increased their R&D expenditure 
by less (i.e. 69% and merely 18.9%) than TNCs operating in the selected segments 
of these converging industries (i.e. ‘electronic, electrical and IT’: 78.1%). This dis-
tinguishing subgroup exemplifies a truly hybrid industry, in which companies need 
to expand the scope of their R&D activity into more and more fields of science and 
technology, including new and converging ones.

Despite this long-term upward trend in corporate R&D spending of TNC-102, 
estimates presented in Table 4 indicate that the last decade’s economic turbulence did 
have an impact on R&D expenditure of the analysed group of 102 R&D-active TNCs.

A comparative analysis of these estimates, at the level of TNC-102 subgroups by 
industry, leads to the two key findings:
1) During the first subperiod of a downturn in the world economy in the 2000 s (i.e. 

2000–2003), the aggregate R&D expenditure was decreasing mostly in the case 
of subgroups of corporations operating in the industries related to the burst of 
‘the Internet bubble’ (i.e. ‘IT and telecommunications’ and ‘Electronic, electrical 
and IT’). Subgroups of TNCs operating in other industries were increasing their 
R&D expenditure, except for some single years in the above subperiod. It is 
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worth adding that two subgroups of TNCs operating in the industries mentioned 
before as the fastest-growing ones, i.e. ‘aerospace and defense’ and ‘health care 
and pharmaceuticals’, were continually increasing their R&D expenditure from 
2000 through 2003.

2) During the second subperiod of a downturn in the world economy in the 2000s 
(i.e. 2008–2009), R&D expenditure of nearly all firms from the analysed group 
of 102 TNCs, i.e. with the exception of corporations operating in ‘aerospace and 
defense’, decreased in 2009, which proved to be the year of a severe economic 
downturn in the world economy. However, the impact of this subperiod of the 
global economic turbulence on the subgroup of TNCs operating in ‘aerospace 
and defense’ was observed at the beginning of this decade – their aggregate R&D 
expenditure decreased significantly in 2010, yet again increased in 2011.
Undeniably, the impact of the discussed economic turbulence on R&D expendi-

ture incurred by the analysed group of the world’s top 102 corporate R&D spenders 
is reflected in changes of a percentage ratio of their R&D expenditure to the world’s 
aggregate R&D expenditure in the period of 2000–2011. As illustrated in Table 4, 
the relevant percentage ratio ranged between 27% and 30% in the above period, and 
the long-term trend appears to have been downward. However, it can be attributable 
to the fact that some of these TNCs were restructuring their businesses (e.g. divesting 
some parts) between 2009 and 2011.

Despite this downward trend in their role in global R&D expenditure, the ana-
lysed group of the world’s top 102 corporate R&D spenders in 2007 accounted for 
a considerable share of the world’s R&D expenditure not only in 2007 alone but also 
in the discussed period of 2000–2011.
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5. Conclusion

Transnational corporations played a vital role in making the world’s research and 
development activity more dynamic during the decades of the 1970 s through the 
2000 s. These companies were not only increasing their R&D expenditure as a whole, 
but they were also decentralising their in-house R&D operations on an international 
scale through developing their corporate networks of R&D units located in selected 
host countries, both developed and the fast-developing ones.

According to the results of the author’s research, the group of 102 largest corpo-
rate R&D spenders worldwide in 2007 played an important role in the world’s R&D 
activity in the whole period of 2000–2011, despite the fact that the decade of the 
2000s was marked by economic fluctuations in the world economy. The percentage 
ratio of the aggregate R&D expenditure of this group of R&D-active TNCs to the 
world’s R&D expenditure estimates was significant in the above period. However, 
the findings of this research also support, in general, the view of many researchers 
that the level of R&D expenditure of the business sector tends to be procyclical since 
the analysed corporations were reacting to the economic turbulence in the 2000 s by 
adjusting their current level of R&D expenditure.

Furthermore, all the world’s top R&D-active corporations in 2007 were operating 
in technology-intensive industries (mostly manufacturing ones), thereby conducting 
research and development in many diverse fields of science and technology as these 
laid the foundations for their industry profile. Thus it can be assumed that these 
R&D-active TNCs contributed to further convergence of existing fields of S&T as 
well as to emergence of new ones in the analysed period of 2000–2011.

It is also worth adding that the results of the author’s research discussed in this 
paper suggest that the future distribution of the major regions and countries by their 
importance in the world’s R&D activity will be strongly dependent on the current 
trends in internationalisation of corporate R&D activity. Although internationali-
sation of corporate R&D brings in both advantages and disadvantages to countries 
involved in this process, nowadays no country can significantly improve its science 
and technology base without attracting any form of corporate R&D activity, prefer-
ably corporate R&D units.

Thus R&D-oriented countries need to seek to develop their domestic science base 
as well as the higher education sector with a particular focus on the converging fields 
of science and technology as these provide the foundations for technology-intensive 
industries, in which most of the largest corporate R&D spenders tend to operate.
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This paper aims to draw scientific attention to the significance and usefulness of socio-
logical approach, namely higher education (HE) graduates’ perceptions survey as a one of 
the mechanisms to collect and use graduate feedback facilitating the study programmes’ 
evaluation, and in turn, enlarging our knowledge on the enhancement of HE quality, the 
improvement of graduate employability, and effective ways of smoothing the transition 
from education to work. The emphasis is being placed on critical description of the ana-
lytical framework set out by authors of the international research project – DEHEMS on 
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The paper comprises four parts. Firstly, the basic conceptual question is analysed, that is, 
the role and the need for the use of feedback from graduates collected through national 
and international surveys perceived as a measure of HE programme evaluation (pro-
gramme performance, teaching effectiveness). A particular attention is given to its two 
main elements: programme activities/components and programme outcomes/impact, as 
per programme’s logic model. The second part is devoted to the discussion on the analyt-
ical framework and methodological approach adopted in the DEHEMS study. The third 
part contains key elements of analytical framework presented in schematic form. Finally, 
some brief conclusions and further study directions follow.

Keywords: graduates’ perceptions, graduates’ evaluation, study programmes, analytical 
framework, methodological approach
JEL Code: I230

1.  Introductory Remarks: Description and Background 
of the Issues

The primary purpose of the paper is to highlight the significance of sociological 
approach, namely higher education (HE) graduates’ perceptions survey as a one of the 
mechanisms to collect and use graduate feedback facilitating the study programmes’ 
evaluation, in order to enlarge our knowledge on the enhancement of HE quality, the 
improvement of graduate employability, and effective way of smoothing the transition 
from education to work. When considering this issue, it is worth looking closely at 
the relevance and completeness of the analytical framework (perceived as a guide for 
data generation methods and its analysis) as applied in the latest substantial study 
on HE graduate feedback (the DEHEMS Project, 2009–2011, a European setting)2.

In recent years, the role of graduate research in HE programme evaluation has 
been receiving increased attention in academic literature and debate of policy makers 
and HE practitioners on quality assurance in HE. Much has been written and spo-
ken about programme and teaching effectiveness and quality evaluation. However, 
fewer efforts have been made to develop our knowledge on findings stemmed from 
empirical research, and/or good practice examples in this respect. Simultaneously, 
according to the British authors of a guide to good practice in the realm of collecting 

2 DEHEMS Project (DEHEMS – Network for the Development of Higher Education Management 
Systems); http://www.dehems-project.eu/en/home/
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and using student feedback, in the UK higher education setting, for example, one 
can observe “a considerable growth in formal institutional arrangements for quality 
assurance in recent years, in which student feedback surveys play an important role”3. 
Furthermore, interestingly enough, the special UK Task Group, chaired by Professor 
Sir Ron Cooke, striving to conceptualise and implement this essential experience, has 
proposed to make public the qualitative information provided by “feedback from recent 
graduates, disaggregated by institution, collected through a national survey” (Final Report 
of the Task Group, HEFCE)4. Moreover, “The Task Group has discussed the approach 
to commissioning advice on the design and implementation of a national survey…”5.

Although there are different approaches to carry out an evaluation of programme/
teaching effectiveness, in most cases an appraisal of programme outcomes employs 
a well known indicator of programme quality, i.e. evidence of programme quality 
derived from surveys and/or interviews of graduates and other internal/external 
stakeholders, like students, employers, community members or agencies. This ele-
ment is common to all academic programme evaluation options. It focuses largely 
on feedback from recent graduates, students and other parties interested in the 
programme. Generally, the purpose of this process is to evaluate the quality of the 
whole programme.

Speaking of the importance, rationale and benefits of feedback from graduates, 
one should emphasise that graduates’ opinions and expectations can be viewed as 
a subjective measure of their employment success. It is also important to keep in mind, 
that graduates’ assessment (more or less formative and summative in character) of 
the relevance and usefulness of study programmes for professional employment 
(work preparedness level) is a critical prerequisite in identyfing more formalised 
performance indicators, and developing a detailed methodology of collecting and 
analysing graduates’ perception data.

As far as application considerations are concerned, graduates’ perception and 
evaluation data is also of interest to authors of HE rankings. A particularly useful 
conceptual and practical perspective in this respect is embedded in the approach 
developed by the CHE (Centrum für Hochschulentwicklung, Hochschulranking, 1998 
– to date). The CHE nation-wide ranking (Germany) relies on statistical indicators 
(broken down into fields of study) developed using data collected, inter alia from 
graduates on their perception of the quality of the HE programmes. The data sourced 

3 J. Brennan, R. Williams, Collecting and Using Student Feedback. A Guide to Good Practice, CHERI, 
HEFCE, LTSN, January 2004, p. 10.

4 Information on Quality and Standards in Higher Education. Final Report of the Task Group, HEFCE, 
2002, p. 10.

5 Ibidem, p. 20.
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from graduates as well as other collected factual data enable classification of all HEI 
programmes evaluated in three categories: “superior”, “average”, “inferior”6.

In summary, institutional, nationwide and international graduate surveys play at 
least a dual role: firstly, being an extremly useful tool and source of information for 
HEIs’ career offices and administration and secondly, serving as a solid procedure, 
useful for the university units in charge of evaluation and development of study 
programmes, accreditation/ranking agencies and other relevant organisations.

According to American authors of seminal work on three major applications 
of graduate surveys, evaluation of curriculum content/structures, and teaching 
approaches can be perceived as by-products of well-developed graduate surveys7. It 
is worth mentioning that the most established, “classic” graduate surveys have been 
used for a quite narrow set of main purposes like: monitoring graduate labour mar-
ket outcomes, examining graduate engagement and competences, and scrutinising 
graduate donations to university.

Apart from the main purposes of graduate tracer studies, a possible (wide) range 
of the purposes and foci of programme evaluation might be implemented covering 
for example: curriculum structures and content (perception of curriculum relevance/
usefulness), modes of the curriculum delivery, educational challenges presented to the 
students and the appriopriateness of the method of assessment.

Taking these items into consideration, one can come to the conclusion that all of 
them are important determinants of the educational and career paths of graduates. 
They also enable achieving the detailed purpose of typical graduate surveys, that 
is, to identify the relationship between the graduates’ study programmes and the 
subsequently obtained employment.

Concluding this paragraph, the diverse reasons that underlie fostering a growing 
popularity and interest in study programme evaluation by graduates can be grouped 
into quite numerous categories of the rationale in question. These are as follows:

 – the general trends in public policy, governance and management (NPM), and 
the growing international competition of HE institutions and systems (consid-
erations for accountability, transparency and evidence-based decision making);

 – the universal changes occurred in HE learning and teaching in recent decades, 
inter alia a shift from teacher-driven to student–centred learning patterns;

6 See, inter alia G. Federkeil, Graduate Surveys as a Measure in University Rankings. Paper presented 
at the IMHE OECD 2008 General Conference: Outcomes of Higher Education: Quality Relevance and 
Impact, 8–10 September 2008, Paris, France.

7 A. F. Cabrera, D. J. Weerts, B. J. Zulick, Alumni Survey: Three Conceptualizations to Alumni Research. 
Paper presented before: Métodos de análisis de la inserciónlaboral de los universitarios, Universidad de 
Leon, Espana, 9–11 de Junio del 2003.
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 – graduates are seen as primary stakeholders in the European systems of quality 
assurance (ESG);

 – graduate surveys function as a measure in institutional strategic development 
and management;

 – graduate surveys function as a measure in institutional (internal and external) 
or national quality assurance (QA);

 – graduate surveys function as a measure in HEIs’ rankings and benchmarking 
performance;

 – graduates potentially create an objective perspective for assessing how well is 
a programme’s quality and effectiveness due to their distance from involvement 
with the programme and student experience, and their work and life experience 
since graduation;

 – graduate feedback’s primary concern with curricular matters (academic features 
of study programme) results from their intrinsic nature to the quality of HE 
teaching and learning, and intended learning outcomes;

 – graduate perceptions of the study programme serve as independent variables for 
the further analysis of career success;

 – graduate employability and transition to the labour market becomes more and 
more decisive criterion for evaluating a delivery of higher education programmes 
and learning provision;

 – given employers’ relative little knowledge about graduates’ competencies and 
job performance (specific information asymmetry) one should expect that 
employers may not rely only on individual attributes of the candidate, but also 
take characteristics of the education programme (via graduate group perception 
data) into account;

 – when making a decision on educational choice by prospective HE consumers, 
graduate feedback being an important source of evidence, enables informed 
choice of study programme within and between HEIs;

 – when considering higher education as long-term investment in human capital, 
it is obvious and appropriate to use graduate surveys as a way of evaluation of 
the educational investment;

 – when experiencing scarce resources and state budget deficit, evaluation by graduates 
provides reliable and valuable information to enable programme decision-makers 
to make tough choices between cancelling some programmes/their components 
and funding others – the existing and newly created ones.
In European countries, including Poland, one deals with a small number of broad-

based governmental initiatives as well as research projects addressing the accountability 
enhancement of universities by collecting comparable data among graduates and 
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employers for purposes of benchmarking, comparing different national HE systems, 
different HEIs and different disciplines. More specifically, analysis and research in the 
field of programme evaluation are still overlooked and being a relatively new research 
area, especially in Poland where systematic comprehensive country-wide graduate 
surveys have not been carried out on a regular or even ad hoc basis so far. The only 
exception was the HEGESCO (international) project dated 20098.

In the 1990’s and 2000’s, the large international and country-wide surveys on 
graduate employment comprising, to a greater or lesser extent, section of questions 
devoted to the description and/or evaluation of study programmes were as follows 
(see box 1).

Box 1.  The large international and country-wide surveys on graduate employment 
comprising items related to the description and/or evaluation of study 
programmes (90’s and 2000’s) 

  1.  CHEERS/TSER (Higher Education and Graduate Employment in Europe/Careers after Higher Education 
– A European Research Survey) – selected European countries;

  2. REFLEX (Research into Employment and Professional Flexibility) – selected European countries + Japan;
  3. HEGESCO (Higher Education as a Generator of Strategic Competences) – selected European countries;
  4.  DEHEMS (Network for the Development of Higher Education Management Systems) – selected European 
countries; project based on REFLEX/HEGESCO primary data;

  5.  DLHE (Destinations of Leavers from Higher Education, former FDS – First Destinations Supplement); DLHE-LS 
(Destinations of Leavers from Higher Education – Longitudinal Survey) – the United Kingdom;

  6. B&B (Baccalaureate and Beyond Longitudinal Study) – the United States;
  7. NGS (National Graduate Survey) – Canada;
  8.  AGS (Australian Graduates Survey); The AGS comprises GDS (Graduate Destination Survey) and either CEQ 
(Course Experience Questionnaire) or PREQ (Postgraduate Research Experience Questionnaire) – Australia;

  9. GPS (Graduate Pathways Survey) – Australia;
10. AlmaLaurea (comprises: Graduate Profile Survey; Survey of Graduates Employment Condition) – Italy.

Source: own study, see also P. Bielecki, Nationwide and International Higher Education Graduate Tracer Surveys. Selected 
Methodological Aspects, material replicated (in Polish), ORSE SGH, 2011.

2. Analytical Framework and Methodological Approach

The main purpose of the DEHEMS9 study comprises, inter alia gathering infor-
mation about study programmes and results of their evaluation by graduates regarded 

8 The country-wide survey commissioned in 2016 by the Polish Ministry of Science and Higher 
Education was focused solely on economic aspects of career tracking of graduates (without evaluation 
of study programmes). 

9 DEHEMS Project (DEHEMS – Network for the Development…, op. cit.



Graduates’ Perceptions and Evaluation of Study Programmes: Analytical Framework... 105

as determinants of graduates’ career success in selected six professional domains10. 
A statistical analysis of the quantitative data as derived from two earlier European 
graduate surveys was the only strand of methodology when examinining technical 
issues of the study programmes’evaluation.

The text of the paper primarily draws on the research report (Final Report 2012)11 
prepared within the frame of the DEHEMS project (2009–2011) which had been build-
ing its data sets and findings on two earlier international projects, namely REFLEX 
(completed in 2007) and HEGESCO (completed in 2009)12. The latter one was an 
extension of the former project using the same questionnaire addressed to graduates 
who completed studies in selected HE systems from Eastern Europe (5 countries) 
contrary to the REFLEX sample which included selected HE system from Western 
Europe (15 countries + Japan). It is worth mentioning that both the REFLEX and 
the HEGESCO projects followed on an earlier pioneering study – CHEERS survey 
conducted in the 1990’s13. The REFLEX survey was carried out in 2005, and the twin 
– the HEGESCO survey in 2008. Due to technical reasons the extent of the final 
DEHEMS dataset was diminished by eliminating 2 countries: Sweden and Switzer-
land. The ultimate, combined REFLEX/HEGESCO dataset (labelled as the DEHEMS 
dataset), includes nationally representative samples of the graduate cohorts in the 
participating countries (18) and selected broad domains of study (6) included 30177 
graduates overall, and 8598 graduates in the business/economics domain of which 
289 were graduates from Polish HEIs. The coverage of the DEHEMS survey embraces 
graduates (ISCED 5A/1997 – bachelor/master or equivalent) who completed their 
degree study 5 years prior to the moment of the survey. The following national HE 
systems were involved in the DEHEMS study (country codes are given): AT, BE, CZ, 
EE, FI, FR, DE, IT, NL, NO, PT, ES, UK, SI, TR, LT, PL, HU.

As mentioned previously, an assessment of the teaching and learning approaches 
and modes in the business/economics programmes is one of the reported results in the 
DEHEMS research project (see box 2). HE programme evaluation features are struc-
tured according to the components of programme logic framework: i) programme 

10 Business and Economics, Education and Teaching Studies, Engineering, Medicine, Science, Sociol-
ogy and Political Studies.

11 Employability of Graduates and Higher Education Management Systems. Final Report of DEHEMS 
Project, eds. M. Melink, S. Pavlin, University of Ljubljana, Faculty of Social Sciences, 2012.

12 REFLEX Project (REFLEX – Flexible Professional in the Knowledge Society); http://roa.sbe.
maastrichtuniversity.nl/?portfolio=reflex-international-survey-higher-education-graduates;

HEGESCO Project (HEGESCO – Higher Education as a Generator of Strategic Competences); 
http://www.hegesco.org/

13 H. Schomburg, U. Teichler, Higher Education and Graduate Employment in Europe. Results from 
Graduate Surveys from Twelve Countries, Springer, Dordrecht 2006.
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activities and components – i.e process variables – left side of the box 2, and ii) pro-
gramme impact (consequences) – i.e. outcomes variables – right side of the box 2.

Box 2.  Higher education programme evaluation features according to the DEHEMS 
project

Perception of the study programme by business/
economics graduates (12 attributes) 

Business/economics graduates’ evaluation of the study 
programme (7 attributes) 

– Rating of study programme as demanding
–  Familiarity of employers with the content of study 
programme
– Freedom in composing own study programme
– Broad focus of study programme
– Vocational orientation of the study programme
– Academic prestige of the study programme
– Emphasis on group assignments
– Emphasis on written assignments
– Emphasis on multiple choice exams
– Emphasis on participating in research projects
– Emphasis on project and problem-oriented learning
– Emphasis on lectures

– Programme as a good basis for personal development
–  Programme as a good basis for development of 
entrepreneurial skills
–  Programme as a good basis for further learning on the 
job
– Programme as a good basis for starting work
–  Programme as a good basis for performing current 
work tasks
– Programme as a good basis for future career
–  Utilised knowledge and skills in current work (summary 

programme evaluation, i.e. overall evaluation of the 
preparation for employment) 

Source: own study based on the DEHEMS project.

In the DEHEMS project the popular Likert-type scale was used as a format for 
the questionnaire. The main measure of the data presentation was percentage of 
highest scores, accompanied by a mean point score based on a 1 to 5 rating scale 
(calculated for the average score of assessment of programme characteristics and 
programme outcomes).

In this paper, the choice of business and economics domain has been determined 
mainly by massive nature of these two fields of study in Polish HE system, and author’s 
interest. The basic feature of the adopted metodology was the comparison of Poland’s 
graduates’ rating shares against the overall ratings (arythmetic mean score calculated 
for all countries as surveyed by REFLEX and HEGESCO projects), and the ratings 
of two “extreme” countries (with the highest and the lowest scores of evaluation). 
Finally, one should add, that there is a sole source of the statistics used in the paper: 
the DEHEMS elaboration based on the REFLEX/HEGESCO primary data.

As mentioned earlier, the countries (national HE systems) surveyed are spread 
among four categories in order to elicit information on Poland’s standing with 
respect to graduates perceptions against average survey results attributed to overall 
countries cohort (18 – “Europe”), and two national HE systems getting in top and 
bottom position.

Table 1 aggregating the data on the objects of evaluation, presents findings of 
a series of description statistics on specific programme characteristics and programme 
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outcomes perceived by business/economics graduates. Due to limited size of the paper 
the subset data on the “extreme” country assessment scores is omitted. Therefore, 
the data is breakdown only by two categories: Poland and all 18 countries surveyed.

Table 1.  Average score of assessments of programme characteristics and programme 
outcomes in the business and economics domain (group of fields of study)

Programmes characteristics and outcomes as perceived by 
graduates Poland Total

(18 European countries) 

Extent to which the following characteristic was emphasised in the study programme:

Multiple-choice exams 3.9 2.7

Oral presentations 3.2 3.0

Written assignments 3.4 3.4

Problem-based learning 2.9 2.7

Teacher as the main source of information 3.4 3.5

Theories and paradigms 3.7 3.6

Research projects 1.9 2.0

Group assignments 3.3 3.1

Lectures 4.1 3.9

Academically prestigious programme 3.0 3.0

Employers familiar with the content of the programme 2.7 2.9

To what extent has the study programme been a good basis for*:

Personal development 3.7 3.7

Starting work 3.4 3.4

Performing current work tasks 3.2 3.2

Note: 1. The table shows the means of possible answers ranged from 1 = “Not at all’’ to 5 = “To a very high extent’’; 
2. * The data for business/economics alumni is available only for three categories of programme outcomes; 
3. The DEHEMS project combined data set (2012) is based on the REFLEX/HEGESCO data.
Source: Employability of Graduates and Higher Education Management Systems. Final Report of DEHEMS Project, eds. 
M. Melink, S. Pavlin, University of Ljubljana, Faculty of Social Sciences, 2012, p. 99.

Moreover, it should be noted that large differences between fields of study in terms 
of a variety of variables (educational versus non-educational – labour market and 
personal factors) present a great methodological challenge and potential limitation of 
research for project providers of large-scale, national/international graduate surveys. 
According to the authors of the partial (detailed) DEHEMS study14 investigating 
determinants of graduates’ job satisfaction conceived as a key indicator of graduates’ 

14 T. Gajderowicz, G. Grotkowska, L. Wincenciak, Graduates’ Job Satisfaction Across Domains of 
Study, “International Journal of Manpower” 2014, vol. 35, iss. 4, p. 482.
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career success, in the domains of social sciences, and business and economics the 
most relevant determinants are education-related variables, inter alia programme 
characteristics. On the contrary, in the domains of engineering, medicine and sci-
ence the greatest impact on job satisfaction have graduates’ personal traits and the 
work environment. These authors further recommend to use more objective source 
of information concerning programme characteristics pointing to data taken from 
universities’ registers.

This finding of Polish researchers demonstrates that it is justified to claim that 
making evaluation of study programmes in business and economics domain matters.

3.  Key Elements of Analytical Framework Presented 
in Schematic Form

When discussing issues of conceptual framework, it is noteworthy that figures 
and boxes as employed in this context address the role of graduate surveys in pro-
gramme evaluation in general, and graduate evaluation of business and economics/
other programmes in particular (the DEHEMS project’s conceptual background). It 
is worth noting that only one schematic representation, i.e. box 3 can be attributed 
to the designers and contractors of the DEHEMS project.

As there is no common understanding of what graduate tracer study’s purposes 
and applications are, Figure 1 offers comprehensive classification of purposes based 
on essential consideration of main three approaches adopted in work by A. F. Cabrera, 
D. J. Weerts and B. J. Zulick15. Individual items of Figure 1 show the different approaches 
and intended uses that graduate feedback might have at different levels, inter alia 
programme level. Graduate perception data on the study programme characteristics 
and evaluations can be perceived as one of by-products of typical graduate tracer 
studies (see three items in shaded cells with blue colour – lighter and darker ones).

Basic models (measures) of programme evaluation, both direct and indirect, 
used in HE management (for the purpose of decision making and policy develop-
ment) are presented in Figure 2. The special object of our interest is the importance 
and necessity of perceptual studies among graduates conducted mainly by means of 
standardised questionnaires (item marked with blue colour).

As can be seen from Figure 3, there is legitimacy of conceptual variation in grad-
uate perception/evaluation data collection with respect to object of programme 
evaluation and its intended purpose.

15 A. F. Cabrera, D. J. Weerts, B. J. Zulick, Alumni Survey …, op. cit., p. 2.
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Figure 1.  Conceptual approaches to alumni survey according to A. F. Cabrera, 
D. J. Weerts and B. J. Zulick (2003)

Assumptions Approaches to alumni survey

Institutional quality and 
effectiveness can be appraised on 
what alumni have accomplished  
[annotation by P.B.: and what was 
a level of alumni satisfaction with 
the quality of the programme]

Alumni outcomes 
[annotation by P.B.:

in preparing for career and 
further study]

Institutional quality can be 
appraised on what the student did  
at the institution, learned and 
applies

Student engagement 
& competencies

Giving is a function of positive 
experiences with the institution & 
ability to contribute

Alumni giving

Institutional quality can be 
assessed in terms of alumni 
outcomes related to the 
preparation of student for life after 
graduation (social and civic 
involvement, interpersonal 
partnership and family living)

Alumni outcomes in enriching  
lives after graduation  
– a by-product of typical  
alumni tracerstudies 

Institutional quality can be 
appraised on what the student  
learned at the institution, and  
applies in work and life

Achieved learning 
outcomes’ evaluation by 
alumni – a by-product of 

 

typical alumni tracer studies 

Institutional (programme) quality 
can be assessed in terms of 
educational and professional 
experience the alumni underwent

Study programme 
characteristics’ perceptions  
and evaluation by alumni  
– a by-product of typical  
alumni tracer studies 

Note: items in shaded cells in the diagram were not considered by A. F. Cabrera, D. J. Weerts and B. J. Zulick. Source: 
Table 1 (the content amended) in: A. F. Cabrera, D. J. Weerts, B. J. Zulick, Alumni Survey: Three Conceptualizations 
to Alumni Research. Paper presented before: Métodos de análisis de la inserciónlaboral de los universitarios, Univer-
sidad de Leon, Espana, 9–11 de Junio del 2003, pp. 30–31.

Figure 4 depicts two basic distinctions in concept of evaluation, commonly 
regarded as issues of particular interest: division between formative and summative 
evaluation, and internal and external evaluation. It is important to note that the 
boundary between them can sometimes be blurred.

As shown in box 3, conceptual model of graduate career success adopted within 
the DEHEMS project emphasises the importance of the perceptions of HE programme 
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characteristics as independent variables for the further analysis of graduate career 
success.

Well known HE programme logic components (outputs and outcomes) that have 
been implicitly adopted within the DEHEMS project are presented in schematic 
form in Figure 5.

Figure 2. Direct versus indirect methods and mesures of HE programme evaluation

Direct measures
(curriculum/course embedded assessment; 

examinations and tests) 

versus

Indirect measures
(perceptions of programme and modes 

of teaching and learning) 

Graduating (senior) student /end-of-programme 
examinations
Thesis/dissertation defense
Capstone course assignments or projects
Team project evaluations
Research projects/papers
Aggregate internships evaluations
E-portfolio evaluations
Standardised examinations and tests (national/
local) 

Student surveys
Student awards
Graduate employment success
Graduate questionnaire surveys
Graduating student exit surveys/interviews
Employer surveys
Structured group interviews
Self-evaluations
Peer evaluations

Source: own study.

Figure 3.  Basic distinction in graduate perception/evaluation data collection with 
respect to object of programme evaluation and its intended purpose

Perceptions of programme characteristics
and outcomes

versus

Evaluation of programme characteristics
and outcomes

Purpose of data collection:
Diagnostic

Purpose of data collection:
Judgemental

Scope of questions:

Scale of phenomenon
Frequency
Likelihood

Scope of questions:

Value (worth or merit)
Quality
Utility
Relevance
Importance
Effectiveness
Efficiency
Suitability/Adequacy
Involvement
Satisfaction

Format of survey questions:
Ordinal (Likert-type) scale (multi-point rating)
Numeric values

Format of survey questions:
Ordinal (Likert-type) scale (multi-point rating) 

Source: own study.
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Figure 4.  Combination of programme evaluation roles according to B. R. Worthen, 
J. R. Sanders, and J. L. Fitzpatrick, including graduates as evaluators

INTERNAL EXTERNAL

FORMATIVE
1

Internal
Formative

2
External Formative

(inter alia graduate feedback)

SUMMATIVE
3

Internal
Summative

4
External Summative

(inter alia graduate feedback)

Source: B. R. Worthen, J. R. Sanders, J. L. Fitzpatrick, Program Evaluation: Alternative Approaches and Practical Guidelines, 
Second Edition, Addison Wesley Longman, New York 1997, p. 20 (the diagram little bit revised).

Box 3.  Conceptual model of graduate career success adopted within the DEHEMS 
project: the importance of the programme characteristics

Contextual factors
Determinants within the jurisdiction 

of HEI management
(programme characteristics) 

Components of labour 
market success

Job satisfaction

Country
Professional domain
Economic cycle
Local determinants
Demographic data
Social background

Learning modes
Teaching modes
Study success
Vocational orientation
Practical orientation
Study-related experiences
Selection
Study workload
International scope

Status:

Prestige
Income
Contractual arrangement

Autonomy

Content & Acquired
competencies:

Utilisation of
knowledge
Creativity

Source: S. Pavlin, L. Wincenciak, G. Grotkowska, P. Demeter, W. Mayrhofer, K. Chudzikowski, I. Svetlik, A. Paletta, 
D. Vidoni, Addressing Graduates’ Career Success from the Higher Education Perspective – Theoretical and Conceptual 
Framework, in: Employability of Graduates and Higher Education Management Systems. Final Report of DEHEMS 
Project, eds. M. Melink, S. Pavlin, University of Ljubljana, Faculty of Social Sciences, 2012, p. 37.

Put most simply, box 4 illustrates the significance of the German (CHE) and 
American (B&B) research initiatives in order to enrich our knowledge on the role 
of perceptual studies among graduates with regard to characteristics/outcomes of 
study programme to be evaluated. Usually, judgments resulting from programme 
evaluation concern different features of study programmes that are not completely 
separate. For this reason, there is a need to broaden concept of programme evalua-
tion and evaluative experience as adopted in the REFLEX and HEGESCO projects. 
Therefore, extending of traditional approach to evaluation is needed in order to take 
into consideration such programme features as programme importance or graduate 
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satisfaction as addition to various forms of programme effectiveness (i.e. accomplish-
ment of particular objectives).

Figure 5. The DEHEMS focus with respect to objects of programme evaluation

What is invested? What is done? What results? 

1. Programme descriptors 
(outputs) in the DEHEMS study

2. Programme outcomes 
in the DEHEMS study

- rating of study programme as 
demanding
- familiarity of employers with the 
content of study programme
- freedom in composing own study 
programme
- broad focus of study programme
- vocational orientation of the study 
programme
- academic prestige of the study 
programme
- emphasis on group assignments
- emphasis on written assignments
- emphasis on multiple choice exams
- emphasis on participating in 
research projects
- emphasis on project and problem -
oriented learning
- emphasis on lectures

- programme as a good basis for 
personal development
- programme as a good basis for 
development of entrepreneurial 
skills
- programme as a good basis for 
further learning on the job
- programme as a good basis for 
starting work
- programme as a good basis for 
performing current work tasks
- programme as a good basis for 
future career
- utilised knowledge and skills in 
current work ( summary 
programme evaluation, i.e. 
overall evaluation of the 
preparation for employment )

Inputs Outputs Outcomes – Impact 

Resources Activities Participation Short Medium Long 

External and Contextual Factors

Note: These two analytical categories concerning study programmes (independent variables) adopted in the DEHEMS 
study are defined by the authors of the study as teaching modes (1) and study programmes characteristics (2) without 
explicitly distinguishing between programme outputs and programme outcomes. Source: own study based on the 
methodology practised by the DEHEMS project (see Employability of Graduates and Higher Education…, op. cit., p. 58 
and pp. 70–71), and on E. Taylor-Powell, E. Henert, Developing a Logic Model: Teaching and Training Guide, University 
of Wisconsin-Extension. Cooperative Extension. Program Development and Evaluation, 2008, p. 4.
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Box 4.  Satisfaction and importance of degree programmes as a study programme 
evaluation’s object according to Centre for Higher Education Development 
– CHE (Germany) and Baccalaureate and Beyond Longitudinal Study – B&B 
(the United States)

CHE: Satisfaction with specific aspects of teaching and learning as an object of a study programme evaluation
(6-point rating scale from “very good” to “very bad”) 

Variety of 
lectures/seminars

Didactics/
pedagogy

Integration of 
sub-disciplines

Interdiscipli-narity Integration of 
research

Mentoring by 
teachers

B&B: Importance of specific aspects of undergraduate programmes as an object of a study programme evaluation 
(dichotomous rating scale: “very important” – “not very important”) 

Major field of 
study

Liberal 
arts courses

Professional 
courses

Quality of 
instruction

Internships 
and other work 
opportunities

None

B&B (additional option for bachelor’s degree recipients with advanced degrees): Importance of specific aspects of 
undergraduate programmes as an object of a study programme evaluation (dichotomous rating scale: “very important” 

– “not very important”) 

Course of study Quality of 
instruction

Interaction with 
faculty

Internships 
and other work 
opportunities

Social contacts None

B&B: Importance of undergraduate education as a whole (including study programme) as a preparation for various 
areas of graduates’ current lives (dichotomous rating scale: “very important” – “not very important”) 

Work and career Further education Establishing financial 
security

None

B&B (additional option for bachelor’s degree recipients with advanced degrees): Importance of undergraduate 
education as a whole (including study programme) as a preparation for various areas of graduates’ current lives 

(dichotomous rating scale: “very important” – “not very important”) 

Work and career Establishing 
financial security

Establishing 
place 
in community

Taking on new 
challenges

Making informed 
choices

None

B&B: Satisfaction with specific aspects of undergraduate programmes as an object of a study programme evaluation 
(dichotomous rating scale: “very satisfied” – “not very satisfied”) 

Faculty/teaching Courses offered Course availability Career preparation None

Source: own study based on: G. Federkeil, Graduate Surveys as a Measure in University Rankings, Paper presented 
at the IMHE OECD 2008 General Conference: Outcomes of Higher Education: Quality Relevance and Impact, 
8–10 September 2008, Paris, France, p. 9; E. M. Bradburn, S. Nevill, E. F. Cataldi, 1992–93 Bachelor’s Degree Recipients 
and Their Opinions About Education in 2003, NCES, IES, U. S. Department of Education, July 2005, pp. 11–12, 17–19.

4. Concluding Remarks

The DEHEMS dataset enables a comparison of findings from inter-states research 
breakdown into main six study domains, including business/economics, and can be 
used for a variety of purposes, namely: guiding curricular reforms, informing potential 
students, directing current and long-term changes in career services, benchmarking 
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and comparing different HEIs and disciplines and last but not least identifying some 
of the programme features as areas for improvement.

In case of a lack of open and direct access to the REFLEX/HEGESCO databases 
across study domains (groups of field of study), results of the DEHEMS project can 
meet the information needs experessed by: government agencies, sectoral organisa-
tions, university management leaders, and scholars interested in institutional research 
on evaluation of programme quality and effectiveness.

When considering the importance of the DEHEMS data, author has also been 
trying to make an effort to carry out the analysis of graduates’ judgements impact 
on programmes in relation to the EUA scores on formal academic autonomy experi-
enced by HE programmes in different countries (The Autonomy Scorecard project16) 
in order to identify a determinant of potential discrepancies between perceptions and 
judgements as presented by gradutes from different countries (national HE systems).

The analysis of the results of the DEHEMS – European-wide comparative sur-
vey disaggregated by country and group of fields of study (business and economics 
was of author’s interest as the most popular study subject in Poland) revealed some 
interesting findings.

Initialy, it is interesting to note a general observation that analysis of graduates’ 
perspectives of the study programmes across all programme descriptors (11 items) 
reveals significant differences between national systems with respect to almost all 
categories under scrutiny17. The utmost diversification of the curricular and peda-
gogy arrangements has been identified especially between North-western Europe 
with highest scores (Portugal was the exception) and Eastern/Southern Europe’s 
HE systems with the lowest scores (accompanied by Poland’s position as middle of 
the road). The latter HE systems display, most frequently, a lower level of academic 
autonomy. It should also be noted that the DEHEMS data allows one to quantify 
similar considerable variation in graduates’ evaluations related to particular pro-
gramme outcomes (7 items).

Secondly, the position of Polish graduates’ ratings against other graduate judge-
ments for other Europan countries as surveyed in the REFLEX and HEGESCO 
projects, shows that the percentages of positive answers for Polish graduates are 

16 T. Estermann, T. Nokkala, M. Steinel, University Autonomy in Europe II. The Scorecard, European 
University Association, Brussels 2011: see also P. Bielecki, J. M. Salazar Zegers, Comparative Analysis of 
Governmental Interference in Higher Education Programmes. Poster presented at the 26th EAIR Annual 
Forum: “Knowledge Society Crossroads”, Technical University of Catalonia (UPC), 5–8 September 2004, 
Barcelona.

17 With the exclusion of the item – programme attribute: “emphasis on lectures” (data not avail-
able –?). 
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similar to the average indications for Europe as a whole (“high” or “very high extent” 
rating categories).

Thirdly, countries which represented the highest graduates’ rating of the impact 
of business/economics programmes (good basis for different forms of further pro-
fessional, personal and educational development) were mostly included into the 
EUA academic autonomy cluster: top (“high”) cluster (HEIs considered as highly 
autonomous) and “medium high” cluster. In most cases, the lowest ratings of capacity 
of programmes with respect to their impact on graduate careers, as reported in the 
DEHEMS survey, were observed in countries with HE systems of low academic 
autonomy (cluster: ”medium low”).

Similarly, when analysing and comparing the average scores of programme 
descriptors (teaching and learning modes in the business/economics programmes) 
calculated in points graded on a scale of 1 – “not at all” to 5 – “to a very high extent”, 
there are no noticeable differences among Polish and other graduates’ percentage of 
opinions. Poland’s graduates tend to perceive individual programme characterstics 
just like all other graduate populations (Polish mean scores are close to overall mean) 
or their ratings tend to moderately exceed scores calculated for surveyed graduates 
at large (labelled as “Europe”). In other words, Poland’s HE system took an interme-
diate middle position. This does not mean, of course, that there is an indication of 
relatively high degree of standardisation in programme design and provision patterns 
across national HE systems in different regions in Europe. Contrary to this, such 
uniformity does not exist.

To sum up, the analysis of the data on evaluation of study programmes in busi-
ness and economics indicates that in the scrutinised Poland’s HE national system 
and the HE sector there are still areas where supplementary effort is needed in order 
to enhance study programmes run in these two popular professional domains. The 
question however remains to what degree national and institutional HE policies 
demonstrate the readiness to shrink the gap between Polish HEIs and their compet-
itors from Western Europe.

The analytical framework, methodological approach and findings of the DEHEMS 
research report as well as published dataset on programmes’ evaluation18 should be 
viewed against their several limitations. First, there is a relatively small number of 
participants in the survey of Polish business/economics graduates (the achieved 
sample amount) as compared to other countries’ graduate samples surveyed. The 

18 See for example DEHEMS Project. Framework Tool for Quality Assurance in Higher Education 
Systems: Domain Overview of Statistical Data Related to Graduates Employability – Economy [Business 
and Economics – P. B.]. Work Package 5. Country: Slovenia, DEHEMS, 2012.
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next limitation of quantitative analysis is due to the fact that the adopted checklist of 
programme descriptors is dominated by atributes referring to basic modes of teaching 
and learning. Therefore, a much more comprehensive and subject profiled range of 
variables depicting effectiveness of programmes should be taken into consideration. 
When envisaging more relevant criteria of programme evaluation, especially per-
taining business and economics (unregulated professional domain with vocational 
orientation), one should bare in mind such ommited descriptors like: reconciliation 
between academic rigour and programme relevance, emphasis on e-learning and IT 
applications in the study programme, emphasis on internationalisation of the study 
content, emphasis on civic engagement/ethics, emphasis on the variety of course 
offerings, emphasis on interdisciplinarity and integration of sub-disciplines and 
emphasis on integration of research results. It should be also underlined that some of 
the above descriptors are adopted by authors of the CHE reputable ranking. It appears 
that an essential limitation of the DEHEMS methodological approach is its rather 
restricted scope with respect to attributes to be evaluated at the programme level.

Additionally, also of value would be an investigation of graduates’ satisfaction 
with certain aspects of the programmes they graduated from and the programmes’ 
importance to their lives now. Nota bene, it is important to remember that the 
DEHEMS data creating a peculiar “information file” on study programmes is only 
reported by graduates (the extent to which phenomena exist) without any judge-
ments on individual programme descriptors. The experience of the American B&B 
study conducted by the NCES within the U. S. Department of Education would be 
of great help here.
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Current Revenue (Monetisation) Models 
of Video Game Developers

AbstrAct

This paper aims at exploration of revenue models and recognition of revenue streams cur-
rently exploited by video game developers. The fact that the monetisation models are fast 
changing and expanding in business practice, but fragmentary researched in management 
science makes them worth consideration. Therefore, different revenue models have been 
identified and discussed in the light of the results of desk (literature and industry reports 
review supported by analysis of evidence from global business practice) and field research 
(semi-structured interviews with Polish video game developers). Using triangulated data it 
was possible to identify: (1) four revenue models aimed at selling paid games: paid game for 
order, premium, paid mobile, and subscription; (2) one revenue model aimed at selling free 
games: freemium; and (3) one revenue model aimed at selling intellectual property rights: 
licensing. In a more detailed perspective, six different revenue models and nine different 
revenue streams exploited under these revenue models have been revealed and discussed. 
The main contribution of the article is the recognition of a wide portfolio of revenue streams 
and revenue models possible to consider by video game developers during decision making 
process on the structure of their revenue logic. Additional, theoretical and managerial 
implications are as follows: development of general framework of the revenue logic being 
integral part of business models, identification of currently used revenue models by video 
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game developers which have been overlooked in prior literature (e.g. selling customised 
games for order or licensing parts of game content or game components).

Keywords: revenue logic, revenue models, monetisation, revenue streams, digital industries, 
creative industries, video game industry, video game developers
JEL Codes: D22; L11, L21, L24, M21

1. Introduction

Modern strategic management faces deep and fast changes related to digitalisa-
tion and expansion of mobile solutions, shortening distribution channels, growing 
innovation and time pressure. Among industries being particularly impacted by 
digitalisation one can find digital industries delivering digital products, e.g. video 
game industry (VGI). In this paper the focus is paid on video game developers (VGD)1 
for several reasons. First, VGDs have become an integral component of video game 
industry, perceived as its spiritus movens and loci of innovation2, responsible for the 
majority of the total VGI turnovers. Given the latest estimates global video game 
industry will exceed $ 99.6 billion in revenues in 20163 what makes this industry 
crucial in the world economy.

1 In this paper video game developers are understood as companies whose core business activity is 
related to creation and sale of electronic/digital, computer, console, mobile, or video games (commonly 
abbreviated to video games). Note, that there is a difference between video game developers and video 
game publishers. First, the majority of game developers outsource publishing activities and/or distribution 
of video games on retail market, but it is possible that developer publishes and/or distribute created games. 
Second, the majority of video game publishers are global companies which have their own development 
studios (e.g. Ubisoft or Electronic Arts) or even provide their own gaming platforms (e.g. Microsoft or 
Sony) but they remain outside the scope of exploration presented in this paper as game development is 
not their core business activity.

2 As indicated in: B. Ip, Technological, Content, and Market Convergence in the Games Industry, 
“Games and Culture” 2008, vol. 3 (2), pp. 199–224; A. Marchand, T. Hennig-Thurau, Value Creation in the 
Video Game Industry: Industry Economics, Consumer Benefits, and Research Opportunities, “Journal of 
Interactive Marketing” 2013, vol. 27 (3), pp. 141–157; G. Parmentier, R. Gandia, Managing Sustainable 
Innovation with a User Community Toolkit: The Case of the Video Game Trackmania, “Creativity and 
Innovation Management” 2013, vol. 22 (2), pp. 195–208; SuperData, Global Games Market Report – 2015. 
Entering the Next Era of Interactive Entertainment, www.superdataresearch.com (17.11.2016).

3 NewZoo, Global Games Market 2016, http://newzoo.com (10.01.2017).
With regard to Poland, it is estimated that video game industry will generate a total of PLN 1.75 billion 
in revenues in 2016 and PLN 1.85 billion in 2017 – M. Bobrowski, P. Rodzińska-Szary, M. Socha, The 
State of Polish Video Games Sector, Warsaw 2016, http://www.kpt.krakow.pl/wp-content/uploads/2015/09/
Raport_A4_Web.pdf (11.20.2016).
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Second, the observable digital and mobile revolutions in global market includ-
ing video game industry are leading to changes in VGDs revenue (monetisation4) 
models. In particular, video game developers have to confront growing competition5, 
increasing pressure for digital distribution, lowering game prices, and dynamic pop-
ularisation of games available for free, thereby they must adapt to the new revenue 
framework6. Given the above, this paper aims at exploration of revenue models of 
video game developers as modern revenue models are changing in business practice 
but remain fragmentary researched in management science. In order to reach the 
above objective, different revenue models exploited by VGDs have been identified 
and discussed using both desk (literature and industry reports analysis) and field 
research (semi-structured interviews).

The structure of the paper is as follows. First, the revenue models are discussed 
from strategic management perspective. In this part the focus is on the conceptual 
approach and identification of the need for further exploration of revenue models. 
Second, the research design is outlined. Third, the main findings are presented. Based 
on the conducted research six revenue models and nine revenue streams are discussed 
in detail. Fourth, at the end of the paper the main contributions, limitations, and 
future research directions are provided.

2. The Significance of Revenue Models

From strategic management standpoint revenue models attract interest as gener-
ation of revenue does play the crucial role for companies’ survival and development. 
Simultaneously, these models are acknowledged to identify the ways of “making 
money”, which is being perceived as the essence of making business7. Furthermore, 

4 Note, that in strategic management literature there are authors applying broad understanding of 
monetization considering not only the ways of revenue generation and value capturing (like here) but 
also pricing strategies – C. Baden-Fuller, S. Haefliger, Business Models and Technological Innovation, 
“Long Range Planning” 2013, vol. 46 (6), pp. 419–426. In this paper an approach is followed, in which this 
broader perspective suits revenue logic considered at the higher level of analysis – R. Rajala, M. Rossi, 
V. K. Tuunainen, A Framework for Analyzing Software Business Models, European Conference on Informa-
tion Systems (ECIS) Proceedings, 2013, pp. 1614–1627, http://bls.buu.ac.th/~se888351/2556/20030126.
pdf (12.10.2015). Thus, in this paper the term revenue logic is used as a synonym for monetisation model.

5 S. Aleem, L. F. Capretz, F. Ahmed, Empirical Investigation of Key Business Factors for Digital Game 
Performance, “Entertainment Computing” 2016, vol. 13, pp. 25–36.

6 N. D. Bowman, S. Joeckel, L. Dogruel, The App Market Has Been Candy Crushed: Observed and 
Rationalized Processes for Selecting Smartphone Games, “Entertainment Computing” 2015, vol. 8, pp. 1–9.

7 S. Gunelius, Content Marketing for Dummies, John Wiley & Sons, 2011, p. 50.
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from theoretical perspective, monetisation models deserve managerial interest as they 
are considered under revenue logic8 being integral component of business models9.

It is claimed that companies follow one, inimitable, and specific revenue logic 
being one of the generic components of business model10. However, it is possible 
to exploit more than one monetisation model under one specific revenue logic. 
Thereby, revenue models should be perceived in a narrower sense than revenue 
logic. Furthermore, given that companies may exploit wide range of different revenue 
streams (different sources and ways of generating revenue) under particular revenue 
model it is assumed that these revenue streams co-create the revenue model. Given 
the literature on the business models, and focusing on revenue logic in particular, 
it is believed that companies define their revenue logic by identifying exploited set 
of revenue models consisting of utilised revenue streams. Thus it is claimed that the 
whole set of exploited revenue streams under different revenue models co-creates 
specific revenue logic of the company – Fig. 1.

Figure 1. The general framework of the revenue logic
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Source: own study.

In this paper, the research attention has been restricted to game developers as 
their revenue models are dramatically changing11. They remain under research and 

8 R. Rajala, M. Rossi, V. K. Tuunainen, A Framework for Analyzing…, op. cit., pp. 1614–1627.
9 D. J. Teece, Business Models, Business Strategy and Innovation, “Long Range Planning” 2010, vol. 43 

(2–3), pp. 172–194; T. Falencikowski, Spójność modeli biznesu: koncepcja i pomiar, CeDeWu, Warsaw 
2013; T. Falencikowski, Strategia a model biznesu – podobieństwa i różnice, “Prace Naukowe Uniwersytetu 
Ekonomicznego we Wroclawiu” 2012, no. 260, pp. 80–93; C. Baden-Fuller, S. Haefliger, Business Models…, 
op. cit., pp. 419–426.

10 R. Rajala, M. Rossi, V. K. Tuunainen, A Framework for Analyzing…, op. cit., pp. 1614–1627.
11 D. Lescop, E. Lescop, Exploring Mobile Gaming Revenues: The Price Tag of Impatience, Stress and 

Release, “Digiworld Economic Journal” 2014, vol. 94, pp. 103–122; F. Waldner, M. Zsifkovits, K. Heiden-
berger, Are Service-Based Business Models of the Video Game Industry Blueprints for the Music Industry? 
“International Journal of Services, Economics and Management” 2013, vol. 5 (1), pp. 5–20; T. Rayna, 
L. Striukova, ‘Few to Many’: Change of Business Model Paradigm in the Video Game Industry, “Digiworld 
Economic Journal” 2014, vol. 94, pp. 61–81.
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further exploration applying strategic management perspective is needed12. Indeed, 
if we take a look on the prior academic literature we will find out that there have 
been very few studies so far and the research field seems to be at very early stage of 
development as the growing interest in this issue has become observable in academic 
journals just recently – Table 1.

Table 1.  Number of articles in academic journals considering revenue models in the 
context of video game developers

Database No. of 
papers 2010 2011 2012 2013 2014 2015 2016 2017 Area of Business or 

Management

Science 
Direct 5 (6*) 0 0 0 0 0 1 4 1 1

Ebsco 2 0 0 0 1 0 1 0 0 2

Proquest 5 1 0 0 1 2 1 0 0 1

* One of the papers does not relate to game industry at all but to the demand for electricity, inter alia analysed 
within game industry.
Searching process run on15th of November 2016 using three most important databases indexing prestigious 
journals related to management and possessing IF. Search requests contained the following keywords: „monet-
isation strategy” or “revenue model” and „video game”. Among additional inclusion criteria there were: articles 
from academic journals (e.g. no working papers, no proceedings), articles written in English.
Source: own study.

However, in a broader perspective the popularity of this research direction seems 
to be increasing as the number of industry reports, conference papers and articles in 
journals not indexed in the considered databases is increasing too13.

The question about the revenue models of game developers is popular as their 
ways of value creation are changing14, while our knowledge remains fragmentary 
and outdated. First, to the author’s best knowledge, prior literature does not pro-
vide detailed investigation of revenue models15 currently used by game developers. 
However, the previous studies applying strategic management perspective resulted 

12 M. T. Payne, G. Steirer, Redesigning Game Industries Studies, “Creative Industries Journal” 2014, 
vol. 7 (1), pp. 67–71; K. L. Hsiao, C. C. Chen, What Drives In-App Purchase Intention for Mobile Games? An 
Examination of Perceived Values and Loyalty, “Electronic Commerce Research and Applications” 2016, 
vol. 16, pp. 18–29.

13 Nowadays, there are many scholars calling for research on business models and on revenue models 
in particular, for instance see the articles published in special issue of “Communication and Strategies” 
(2014, vol. 94) edited by P. Chantepie, L. Michaud, L. Simon, and P. Zackariasson titled Video Game 
Business Models and Monetization.

14 F. Waldner, M. Zsifkovits, K. Heidenberger, Are Service-Based Business Models…, op. cit., pp. 5–20; 
T. Rayna, L. Striukova, ‘Few to Many’…, op. cit., pp. 61–81.

15 S. Voigt, O. Hinz, Network Effects in Two-Sided Markets: Why a 50/50 User Split Is Not Necessarily 
Revenue Optimal, “Business Research” 2015, vol. 8 (1), pp. 139–170.
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in primordial and interesting findings about business key factors in online game 
industry16, determinants of playing mobile games17, identification of differences 
among business models aimed at selling paid and free games18, or influence of selling 
free games on revenues generated from selling paid games19. Second, currently game 
developers face the problem of dramatic expansion of mobile games what triggers 
changes in the adopted revenue models. Indeed, the global mobile revenues show the 
highest increase year-over-year in game industry (19% in 2014 over 2013)20 exceeding 
in 2015 the level of 22.3 billion USD. Expansion of mobile games leads to changes 
in market structure considered the monetisation strategies adopted in games. The 
traditional revenue model based on revenue streams from paid games (Pay-To-Play, 
P2P, premium model) becomes less and less reasoned as the majority of mobile 
games is currently available for free (Free-To-Play, F2P, freemium model). Creation 
of revenues from F2P games is challenging as the majority of gamers playing such 
games never spend a dame on games they play21. Given the above, the following 
research question is set:
What are the revenue models currently used by video game developers?

In particular, author would like to explore what different revenue streams are 
exploited by game developers under different revenue models, as usually the first 
question required to be answered when the business model is created sounds: “How 
do we want to make money?22”.

3. Research Design

The exploratory nature of the research’s aims, as well as the lack of prior studies 
on the revenue models of video game developers (not of video games) taking strategic 
management standpoint resulted in application of qualitative approach in the study. 

16 S. Aleem, L. F. Capretz, F. Ahmed, Empirical Investigation…, op. cit., pp. 25–36.
17 N. D. Bowman, S. Joeckel, L. Dogruel, The App Market…, op. cit., pp. 1–9.
18 M. Davidovici-Nora, Paid and Free Digital Business Models Innovations in the Video Game Industry, 

“Digiworld Economic Journal” 2014, vol. 94, pp. 83–102.
19 J. Hamari, N. Hanner, J. Koivisto, Service Quality Explains Why People Use Freemium Services but 

Not If They Go Premium: An Empirical Study in Free-To-Play Games, “International Journal of Informa-
tion Management” 2017, vol. 37 (1), pp. 1449–1459.

20 SuperData, The Mobile Market. August 2014, www.superdataresearch.com (18.11.2016).
21 In general only 2–3% of people playing F2P games spend money on in-app purchases – as indicated 

by our interviewees.
22 Speech made by Frederic Wester (CEO, Paradox Interactive) during Digital Dragons 2016 in Cra-

cow. The title of the speech: Marrying Business Design with Game Design, https://www.youtube.com/
watch?v=jaDzniW6O4A (17.07.2016).
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The data sources and research methods were triangulated in order to increase the 
methodological rigor of both investigation and conclusions drawing.

On the one hand, primary data was collected using semi-structured interviews, but 
the scope of this part of the study has been restricted to Polish video game developers 
and business models exploited by them on the global video game market. Primary 
data gathering process started in May 2016, however some prior findings from the 
field research run by the author since May 2014 have been used as a base for general 
considerations and identification of the basic contexts and perspectives important 
for video game developers. The sample study included the 32 VGDs23 represented by 
speakers in business and management sessions organised during the biggest video 
game industry events in Poland Digital Dragons 2016 (in Cracow) and Game Industry 
Conference 2016 (in Poznań). All in all, it was possible to run 11 semi-structured 
interviews (3 during Digital Dragons 2016, 2 during Game Industry Conference, 
and 6 during individually organised meetings in companies’ headquarters). Given 
the level of employment, the sample consisted: 1 micro, 4 small, 4 medium, and 
2 large developer studios. Among the interviewees there were CEOs, members of 
the boards, and owners in case of the smallest companies. The interviews took from 
50 up to 150 minutes.

On the other hand, several secondary data sources were used. First, prior aca-
demic literature devoted for business models and revenue models in the context 
of video game industry was reviewed in order to provide theoretical reasoning for 
the study. Second, industry reports (e.g. NewZoo, SuperData, deltaDNA), content 
available on the most important online portals (e.g. gry-online.pl; gamespot.com, 
metacritic.com) and YouTube channels presenting interviews and panel discussions 
with leading companies in video game industry (e.g. Game Developers Conference, 
Game Industry Conference, and Digital Dragons) were reviewed and analysed 
in order to support evidence from field research. Moreover, this part of desk research 
was aimed at exploration and providing evidence from business practice in order 
to reveal other revenue models used by video game developers as the field study has 
been restricted to eleven Polish VGDs.

23 There is no formal list of video game developers in Poland. It is estimated however, that there are 
approximately 150 video game developers in Polish video game industry – M. Bobrowski, P. Rodzińska-
Szary, M. Socha, The State…, op. cit., p. 43.
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4. Empirical Findings

The revenue model of particular game developer is seen as a set of different 
revenue streams used for value generation, appropriation and capturing. Prior 
literature focuses on two main revenue models24. These models are premium or 
freemium described as characteristic in creative industries25 as well as in video game 
industry26. However, the results of author’s investigation show that those two models 
do not cover all possibilities for revenue generation, appropriation and capturing. 
In general, it is possible to distinguish nine different revenue streams related to six 
revenue models – Table 2.

The first way of revenue generation comprises selling paid games. However, 
these paid games can be sold under different revenue models: game made for order, 
premium, paid mobile, or subscription.

In case of games made for individual orders (customised games, ordered games) 
revenues are generated from customers which are not individuals or even gamers but 
are rather corporate clients interested in ordering a customised game. For instance, 
a head-hunting company may be interested in buying a game used during recruit-
ment or selection processes (e.g. Archipelago allowing evaluation of team-working, 
risk-taking, and communication skills).

24 An in-depth analysis of non-academic, non-scholar, digital data sources related to video game 
industry including websites, blogs, forums, and YouTube channels shows that it is possible to find much 
more detailed approach to differentiation of revenue models. However given the theoretical claims about 
the meaning of this component of business models (e.g. developed by Baden-Fuller and Haefliger (2013), 
Rajala, Rossi and Tuunainen (2013), or Osterwalder and Pigneur (2010)) the majority of them refers 
rather to revenue mechanisms, revenue streams or revenue strategies possible to exploit under particular 
(considered as more general and fixed) revenue models.
For instance, commonly cited by practitioners D. Perry (available here: www.dperry.com) identifies 
29 business models for games which substantially are referring to 29 monetisation methods. Indeed, 
the majority of described “monetisation models” does not meet the definition of revenue component 
of business models in terms of Baden-Fuller and Haefliger (2013) or Osterwalder and Pigneur (2010). 
Moreover, some of described “monetisation models” refer rather to:
• distribution channels, e.g. “Retail” or “Digital distribution”;
• promotion tools and marketing strategy, e.g. “Try Before you Buy”;
• mechanisms used for reputation development and promotion, e.g. “Freeware”;
• extension of game life cycle, e.g. “User Generated Content”;
• new source of funding, e.g. “Crowdfounding”.

25 First Motion, Filmby Århus, Alexandra Institute, Report on Business Models, Value Chains and 
Business Development Services in the Audiovisual/Creative Industries: Cases of the Łódź and Małopolska 
Provinces and West Denmark, 2011, http://www.firstmotion.eu (22.10.2016).

26 M. Davidovici-Nora, Paid and Free Digital…, op. cit., pp. 83–102.
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Table 2. Revenue models of game developers

Aim Revenue 
model Revenue stream

Waldner, 
Zsifkovtis & Heidenberg, 

2013 (N=30) *

Lescop & Lescop, 
2014 

(N=not specified)**

Field research 
2016 

(N=11)***

Se
llin

g 
pa

id
 g

am
es

Paid game 
for order

Single payment for a game 
made for order Not considered Not considered 2

Premium Multiple single payments 
for a game 3 Not considered 7

Paid mobile Multiple payments for 
a game Not considered 6% 7

Subscription

Multiple seasonal and 
time-limited payments for 
playing the game divided 
into parts on PC

Not considered Not considered 0

Multiple regular, fixed 
payments for playing the 
game online

3 Not considered 0

Se
llin

g 
fre

e 
ga

m
es Freemium 

(free 
to play) 

Multiple current payments 
for advertisements in game 1 2% 6

Multiple micropayments for 
In-App Purchases 23 92% 6

Se
llin

g 
IP

R

Licensing

Single (or multiple) 
temporal license fee 
(-s) for the access to IPR

Not considered Not considered 2

Single (or multiple) one-
time license royalty (-ies) 
for the access to IPR

Not considered Not considered 2

* Note that the research was exploratory in nature and was restricted to video game start-ups – F. Waldner, 
M. Zsifkovits, K. Heidenberger, Are Service-Based Business Models…, op. cit., pp. 5–20.
** D. Lescop, E. Lescop, Exploring Mobile Gaming…, op. cit., pp. 103–122.
*** Some of the interviewees have indicated more than one revenue streams exploited by their companies – thus 
the total number exceeds 11. In general, at a particular time developers may generate income from more than 
one title sold on the market. More often, those games use not only different revenue streams but also different 
revenue models in order to expand covered market segments and reach different customers. It is also possible 
to take benefits from different revenue streams under one revenue model chosen for one particular game.
Source: own study.

On the other hand, games are becoming more and more popular marketing 
tool, thus more often companies order promotional games, e.g. in 2009 Bayerische 
Motoren Werke ordered F2P game BMW M3 Challenge to promote its sports cars. 
Given the progressive gamification process27, expanding demand for serious games, 

27 The difference between serious games and gamification is based on the fact that the first category 
refers to the type of games, while the second to the process of using some game elements in non-game 
context.
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and growing specialisation among game developers (3D graphics, virtual reality, aug-
mented reality etc.) it is believed that in the future more and more game developers 
will have opportunity to take benefit from this revenue model.

Traditionally game developers were used to exploit premium model28. In this 
model the revenues are generated by selling games for a particular price to custom-
ers who buy the game to play it. In contrast to games made for individual orders 
in premium model the game is standardised and company is focused on selling as 
many game’s copies as possible to take the benefits from economy of scale. It should 
be noted that from the early beginning each paid game is targeted for a particular 
segment of gamers (e.g. casual players in case of Rayman, hardcore gamers in case 
of Grand Theft Auto), as well as for a particular price segment (e.g. AAA games29 like 
The Witcher 3: Wild Hunt), which influences the level of potential revenues. Note that 
developers using premium model aim at selling a full game which will be played on 
PC or game console, not on mobile devices. However, in the digitalisation era it is 
not assumed that game will be sold using traditional distribution channels only like 
in case of “box” games. It is possible to distribute the game online taking benefits 
from higher margin according to the shorter distribution channels and savings, e.g. 
on CD manufacturing, CD pressing, or spatial distribution.

When mobile technologies have started to expand rapidly some of game devel-
opers decided to use paid mobile model of revenues. In this model company decides 
to create a paid game available on mobile devices only (smartphones, tablets)30. 
However, the study shows that utilisation of this model seems to be limited (given 
the share in the global market31), suitable especially for the market leaders and the 
biggest global studios. For instance, Square Enix decided to launch Hitman Go being 

Gamification is understood as “the use of game design elements in non-game context” – F. Groh, Gami-
fication: State of the art definition and utilisation. Proceedings of the 4th Seminar on Research Trends 
in Media Informatics, Institute of Media Informatics Ulm University, 2012, pp. 40–41, https://oparu.
uni-ulm.de (7.11.2016).
Serious game is understood as “any piece of software that merges a non-entertaining purpose (serious) 
with a video game structure (game)” – D. Djaouti, J. Alvarez, J. P. Jessel, Classifying Serious Games: The 
G/P/S Model, in: Handbook of Research on Improving Learning and Motivation Through Educational Games: 
Multidisciplinary Approaches, ed. P. Felicia, IGI Global, 2011, p. 120. It is highlighted that serious games 
are not games for learning or training only. Among such games there are: games for health, advergames, 
games for training, games for education, games for science and research, games for production, and 
games as work. See. B. Sawyer, P. Smith, Serious Games Taxonomy, Presentation during Game Developer 
Conference 2008, http://goo.gl/xc1ZX http://goo.gl/xc1ZX (13.07.2016).

28 Games sold in this model are usually called premium games, but also boxed or full game. E.g. 
SuperData, Eastern Europe Digital Game Market 2014, www.superdataresearch.com (17.11.2016).

29 The most expensive games in development, promotion and pricing (average price remains between 
$ 40 and $ 70).

30 Such games are never available in a traditional “box”.
31 SuperData, Global Games Market Report – 2015…, op. cit.
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a paid mobile game related to the whole game series Hitman sold on the market 
in the premium model. Moreover, due to the real explosion of popularity of free 
mobile games this model of revenues seems to be less profitable than it used to be at 
the beginning. For instance, Ubisoft decided to launch a mobile, paid game related 
to one of their premium bestsellers – Rayman. However, even though the two first 
two mobile games were sold in paid mobile model (Rayman Jungle Run and Rayman 
Fiesta Run) since Rayman Adventures (2015) all mobile games about Rayman are 
sold in the freemium model.

Among the models based on selling paid games, there is also a subscription 
model of revenues. This model assumes that gamers are paying for the access to the 
game for the particular period of time. The time during which the customer has 
the access can be either preliminarily set and limited or not restricted in time and 
unlimited. First, it is possible to divide a game into some logical parts which will be 
available for purchase in the coming months. This approach suits episodic games. 
In that case the subscription takes the form of periodic payments. This solution has 
been adopted from TV industry as the gamer pays for the following episodes of 
a game. Second, it is possible to give players the possibility of playing the game on 
PC using paid access through the Internet. The access is charged and available for 
a particular period of time, usually a month or a quarter. This approach is reasonable 
for specific games without finished and closed content/gameplay, usually characteristic 
for massively multiplayer online role-playing games (MMORPG). During the field 
research no game developer has been identified as the one using the subscription 
model, however, there are solid evidence from game industry proving reasonability 
of this model – e.g. Walking Dead (revenue streams from selling game in episodes), 
Final Fantasy, or World of Warcraft (revenue streams from selling temporal access 
to the game). In general, the interviewees described this type of revenue stream as 
marginal for the industry and profitable only for one company, namely Blizzard 
– a development studio responsible for World of Warcraft. The second way of revenue 
generation, appropriation and capturing is “selling” free game in a freemium model. 
Indeed, today the biggest challenge encountered by game developers is dramatic 
change in market structure in favour of the freemium model. Nowadays, almost 80% 
of games sold on the market apply freemium model (Free-to-Play, F2P). The growing 
popularity of F2P is related to megatrends of growing general mobility of products 
and services, growing mobility of customers, increasing popularity of mobile devices 
(mainly smartphones and tablets), and usually it is economically reasoned or even 
needed in order to survive on the market. In freemium model the game is sold for 
free and the game developer generates revenue either from micropayments or from 
advertisements embedded inside the game.
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The first possibility is to offer the game for free while the gamers are charged 
micropayments32 to get access to some premium features or content (In-App Pur-
chases, IAPs). Given the type of IAPs made available inside the game it is possible 
to distinguish traditional micropayments and micropayments labelled as “play to win”. 
In case of traditional ones the gamers can buy “things” which do not have influence 
on the gameplay, e.g. special avatar, nice hat, acceleration of time, national uniform 
for a soldier, customisation of the game menu etc. – like in South Park. On the other 
hand, in some games it is possible to buy premium features improving the chances 
of winning the game, e.g. better weapon, faster car, more tank slots, additional lives, 
life extensions, enhancement of character’s skills etc. – like in Need for Speed World. 
It is worth noting that revenue streams based on micropayments (especially in pay 
to win approach) are claimed to be monetary dark patterns intentionally used by 
game developers in game designing as some of the gamers are spending much more 
money than they predicted when they started playing the game33.

Another option to generate revenue streams in freemium model is to incorporate 
in-aps into the game. Using ad-based revenue streams video game developer does 
not charge gamers but the revenue is created from relationships with companies using 
the game as a promotional channel. Among the most popular in-app advertisements 
there are banners, interstitials, natives, videos, rewarded videos, and offer walls. It 
is worth noting, that from customers’ engagement and retention perspectives the 
type of in-apps used in a particular game does matter. On one hand, it is possible 
to include “watch to play” ads which have to be watched by gamer to continue the 
game (e.g. short video), thus the ads are playing the role of price for possibility of 
playing the game – e.g. in Angry Birds video advertisements are pausing the game for 
a while. On the other hand, more attractive for gamers are ads which if are watched 
result in giving the gamer some extras like game currency (silver, gold, diamonds, 
etc.) which can be exchanged in further gaming or provide additional energy, time 
boost, etc. – e.g. 20% of boost in Flight Pilot Simulator for watching a rewarded video.

The main problem with freemium model is that the majority of gamers playing 
F2P games are not willing to make in-app purchases. As indicated by the report on 
Eastern Europe Digital Game Market, in 2014 only 8.4% of Polish gamers playing 
F2P games bought some extras and the average in-game monthly expenditures 

32 It is a common (but not mandatory) practice that particular micropayment does not exceed the 
value of $ 0.99.

33 J. P. Zagal, S. Björk, C. Lewis, Dark Patterns in the Design of Games, in: Foundations of Digital 
Games 2013, http://soda.swedish-ict.se/5588/ (15.11.2016).
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(ARPPU – Average Revenue Per Paying User) were at the level of $ 17.5734. On the 
other hand, the market reports show that the majority of developers use IAPs35 
while ads seem to be rather additional than exclusive way of monetisation. Indeed, 
most game developers see ads as necessary evil (51%) or significant monetisation 
opportunity (38%)36. Given the above, as well as in the light of the research results, 
more and more developers decide to implement both revenue streams, namely ads 
and IAPs simultaneously (“hybrid freemium model”) in their F2P games – five out 
of six video game developers studied during the field research.

Last but not least way to generate revenues is selling intellectual property rights 
(IPR) related to games developed by the company.

The revenues made from selling intellectual property rights are considered under 
the licensing model. These revenue streams can be based either on selling protected 
IPR related to the game content or to the technical components. There is evidence, 
that if a game developer is the owner of the source code copyrights or patent rights 
for some technical, modular components of the game it is possible to take benefits 
from selling them under licensing model. In particular, it is possible to sell rights 
to such technical components like game engine, mechanics, and user interface – e.g. 
the license given by Techland to Citi Interactive for development of Sniper: Ghost 
Warrior which has been based on the Chrome Engine developed by Techland. It is 
worth pausing to consider that in contrast to both previously discussed approaches, 
namely selling paid or free games, the revenues from licensing model have to be 
perceived as additional, available for limited reputable game developers, usually those 
developers whose games have achieved a global market success.

5. Conclusion

Companies, including those developing video games are aimed at profits. To 
reach the main strategic goal, they are trying to generate revenue from wide range 
of revenue streams under different revenue models. Given digital and mobile rev-
olutions, but also taking into account the growing technological and innovation 
pressures accompanied by shortening products life cycles and growing differentiation 

34 SuperData, Eastern Europe Digital Game Market 2014…, op. cit.
However, three of the interviewed game developers admitted that among the gamers only 2–3% of them 
are willing to pay.

35 The share of revenue from IAPs was 62% in 2015 and 65% in 2016 – deltaDNA, Ad Survey Results 
2016. An In-Depth Study of In-Game Advertising, https://deltadna.com/ (15.11.2016).

36 Ibidem.
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of customers’ requirements, companies are looking for new revenue streams, and 
even revenue models.

In this paper, the focus is narrowed to revenue models of video game developers, 
as original and until recently the only revenue model – the premium one – is no longer 
sufficient. Nowadays games based on the freemium model generate two-thirds of the 
global revenues37 while Pay-To-Play market declines around 6–7% every year38. The 
findings from an extensive literature and report analyses, supported by results from 
field investigation prove that video game developers follow revenue logic based on 
more than one revenue model, and most of them generate revenues from more than 
one stream under those revenue models – Figure 2.

Figure 2. Revenue models exploited by game developers

Expanded approach do revenue modeling 
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Single 
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Premium
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Multiple 
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Freemium

Multiple 
micropay

ments

Multiple 
ad-based 
payments

Licensing

Single/
Multiple 
temporal 

license 
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Single/
Multiple 
one-time 
license 

royalties

Selling paid games Selling free games Selling IPR 

Revenue models Revenue streams utilised under particular revenue model

Source: own study.

To the author’s best knowledge, prior studies on revenue logic of game developers 
were not only scarce but also limited usually to premium and freemium39 models. 
Thereby, it is argued that this paper provides several theoretical and managerial 
contributions.

37 SuperData, Payment Preferences of Digital Gamers. Global Payment Methods & Brands. Industry 
Trends & Analyses. 2016, www.superdataresearch.com (17.11.2016).

38 SuperData, De-Risking Game Development in  the Digital Ara, www.superdataresearch.com 
(17.11.2016).

39 M. Davidovici-Nora, Paid and Free Digital…, op. cit., pp. 83–102.
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First, development of an expanded portfolio of revenue models currently exploited 
by game developers. Based on empirical findings, the author claims that revenue 
models are not restricted to premium and freemium only. The research has revealed 
six models and nine different revenue streams used by game developers. However, 
given the restricted and exploratory scope of the study it is possible that there are 
other revenue streams or even revenue models not identified here. The findings 
confirm however some of the preliminary results suggesting utilisation of more than 
one revenue streams40 or even revenue models41 by game developers. Similarly, the 
latest report about British game developers proves that more often companies (also 
independent studios) use several revenue streams and more than one revenue model 
to reduce the risk of business activity42. Surprisingly, even the biggest companies, 
which have traditionally been associated with premium model only, have just recently 
made decisions to implement freemium model into the revenue logic as well – e.g. 
CD Project Red decided to launch Gwent based on F2P model.

Second, the study identifies and characterises revenue streams overlooked 
in prior works, however exploited by game developers in business practice: selling 
games made for order and selling IPR. Selling games made for order – to our best 
knowledge this logic so far has not been discussed in academic literature while it is 
more and more often used by game developers. It is claimed that this revenue model 
is associated especially with expanding mega trend – gamification – of using games 
in many different areas of contemporary life and economy. Exploitation of revenue 
from games made for order seems to be applicable for SMEs. The findings suggest that 
this type of revenue streams is used mainly by independent game developers, mainly 
small and medium companies as they seem to be interested in revenue streams from 
development of games for companies from outside the video game industry (train-
ing/serious games, promotion games). Selling intellectual property rights – prior 
research has not considered revenue model based on licensing of some “technical” 
parts of games. However, it is a common practice among game developers, usually 
SMEs, to buy a license from large developer for a game engine for example. It is argued 
that the growing industry specialisation, increasing technological complexity and 
expanding pressure for applying radically new solutions (also from other industries) 
will influence the need for licensing of modular, technical game components.

40 T. Hossain, J. Morgan, When Do Markets Tip? A Cognitive Hierarchy Approach, “Marketing Sci-
ence” 2013, vol. 32 (3), pp. 431–453.

41 H. K. Bhargava, Platform Technologies and Network Goods: Insights on Product Launch and Man-
agement, “Information Technology and Management” 2014, vol. 15 (3), pp. 199–209.

42 SuperData, De-Risking Game Development…, op. cit.
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The author is aware that the nature of this paper in exploratory and the research 
approach adopted in this paper does not confer the right to generalisation. However, 
it is believed that the triangulation of the data sources and longitudinal data collection 
process have increased the level of the rigor of drawing conclusions. In general, the 
study should be seen as a justification for the need for future, more in-depth stud-
ies on revenue models not only in video games but also other digital, and creative 
industries as models used so far are becoming insufficient. It is believed, however, 
that some of the research findings are applicable in other IT and digital industries 
like software (e.g. revenue streams under freemium or premium model exploited by 
FoxitReader), mobile application (e.g. revenue streams under paid mobile, subscription, 
or freemium model used by Endomondo), or mobile phones (e.g. revenue streams 
under freemium model as #Freemium offered by Virgin Mobile). Furthermore, it 
is possible to exploit identified models in other creative industries like TV and film 
(e.g. revenue streams under subscription model used by Netflix), or digital radio (e.g. 
revenue streams from freemium or subscription models used by Tuba.FM).
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