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Abstract


Poland 20 years after the transition is fast growing economy. In May 2011 the Polish GDP growth amounted  to 4,4%, was  the highest GDP growth in Europe. The society is getting richer and richer and at the same time very eager to buy luxury. It was a long time, when luxurious goods were unavailable for Poles, then they started to know and desire to have global luxurious brands, but didn’t have financial resources for that. Now comes the time when desire to consume luxury and financial possibilities match. 


Recently there are many changes on luxury market. Traditional for well being markets of Western Europe and United States are no longer the main clients of luxury companies. In 2009 the Chinese have "consumed" 27.5% of all luxury goods sold around the world which gave a value of 9.4 billion dollars. It places China as second (market share of 27%), after Japan (share of 29%), biggest market for luxury. At the same time Europe amounted to 18% of share, United States for 14%. It is predicted that in year 2012 China will surpass Japan and become the most important consumer of luxury. Also Poland, although not as spectacular as China is developing fast. What is a chance for global companies is a fact that our luxurious market is totally unsaturated.

The aim of this paper is to analyze the economic development and the social conditions of Poland from the point of view of luxury companies. Upon that analysis the author would like to drew conclusions what makes a market attractive for luxury companies. The presence of luxurious brands in Poland will be researched. In the article also  results of the research about attitude of Polish toward luxurious brands will be presented. In the article  will be estimated the number of luxury consumers in Poland, the level of their spending. The author will characterize them, check their knowledge and attitude towards global luxurious brands, as well as their shopping customs. Perspectives of development of this market in future will be estimated. Results of this analyze will be compared with the situation in emerging markets mentioned above. Finally evaluation will be given.
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Introduction

The situation on luxury market is changing recently very fast. The luxury is no longer available only for the richest. The global companies started to create also cheaper brands, whose target is middle class. A lot of not expensive branded accessories are being sold. Also the markets are changing. Luxury companies are becoming oriented at emerging economies. Among those new perspective markets Poland should be considered.

The aim of this paper is to analyze the economic development and the social conditions of Poland, from the point of view of luxury companies. The question is, why 20 years after transition despite dynamic development of country the number of  luxurious companies is very limited. What are the factors which determine the attractiveness of the market and what are the limits? The presence of luxurious brands in Poland will be examined. The article will also present the attitude of Polish toward luxurious brands. It will estimate the number of luxury consumers in Poland, the level of their spending. It will characterize them, check their knowledge and attitude towards global luxurious brands, as well as their shopping customs. The author will try to estimate development perspectives of this market in future. Results of this analyze will be compared with the situation of emerging markets. The scheme of luxury spread in society will be given. It shows different models of consumption in emerging and developed countries. It explains how the customer habits change according to social and economic development of society.

The paper is based on literature, reports of industry organizations, articles from magazines as well as daily newspapers.  A very crucial source was KPMG report about luxury in Poland, the first such complex analysis. The company conducted research among consumers of luxury about their shopping customs and brand awareness. Financial information was based on data from Ministry of Finance, also the interviews with owners of luxury companies in Poland were held. Due to that fact the author will rely on it a lot. 
The global luxury market


During last 15 years the value of global luxury market has doubled. It reached in year 2008, according to different researchers, the turnover of 90 – 225 billion euro. Because of economic crisis its value decreased between 7 – 13% (KPMG report 2010, p.15). Traditionally the most important markets for luxury were supposed to be Western Europe, North America and Japan. However in recent times the perspective is changing – customers from emerging markets are becoming more and more important. China, India, Brazil and Russia are playing here special role. Already at the beginning of last decade these markets were supposed to be perspective. According to forecast of Goldman Sachs in year 2040 the GDP of above mentioned countries will be higher than GDP of actually leading countries: USA, Japan, Great Britain, Germany, France and Italy (Wilson, p. 2003). According to Merrill Lynch report in 2005 Russia, China and India were inhabited by 15 million consumers who could afford consumption of luxury goods. This figure exceeded the number of consumers in Western Europe (Report Russia, 2007, p.4). Emerging economies will contribute in the near future to 80% of growth in the luxury goods sector. The average annual growth in these markets is 9%, which is a huge value compared to 2% in the developed markets (Curtin, 2009). At the list of billionaires published each year by Forbes  there is more and more people from other places than of Western Europe or United States, the number of billionaires in the world increases. 


Brazil, Russia, India and China treated and called as BRIC countries  have a lot in common. What link them is the fast economic development, enriching of society, rising consumption aspirations and unsaturated market. There is one more factor: the belief of western companies that they will bring profits to them. However it can’t be forgotten that they are still emerging countries, with turbulent economic environment, and huge social stratification. They are treated as new markets for luxury, full of risks but with perspectives of high profits. Entering Poland also brings perspective of high profits and lower risks at the same time. It also could be new market for luxury. The author decided to compare those countries and Poland because it is surprising, why global luxury companies see such potential in BRIC countries, and are not interested in far better developed Poland. Based on this comparison the author is considering what makes market attractive for luxury. 

On all of those markets luxury spread according to five different phases. That process is be presented below.

The conception of luxury spread in society


This conception is the most interesting explanation of different consumption models that appear in various countries. It shows how understanding of luxury is changing according to social enriching, how the society is becoming used to wellbeing. It also give tips for companies, what kind of goods will match the demand of consumers in different countries. It shows potential that different countries hold. Being in the early stage of luxury development means there is still a lot of place for growth. It helps to predict how the future development of country will look like.

The process of the spread of luxury due to the penetration of society can be divided into five separate phases. In each phase  luxury is becoming increasingly present in everyday life, is treated less as an extravagance and luxury good, and increasingly as a standard and something natural.

Figure 1:  The conception of luxury spread 
Source: own scheme based on: 

Chadha R., Husband P., The cult of luxury Brand: inside Asia’s love affair into luxury, 2007, London, p. 43 

Phase I is the moment when the public is poor, exploited by the authorities and has little prospects for enrichment. Basic goods are missing, the society is busy acquiring resources needed for daily life, appliances as washing machine, refrigerator or car are considered as luxury. Luxurious industry does not develop, because society has no means to purchase luxury goods. In Poland, for this phase can be regarded period of People Republic of Poland – a period of communist governments, in China – regime of strong Communist Party, in India a strong British influence. In Asian countries, this phase is very clear. However, time scarcity, it is also the time when society develops a strong desire to poses. Poor populations always have heard news from rich countries, it made them jealous and determined to achieve similar success.

To begin the second phase socio-political changes are necessary. They allow dynamic economy growth, and thus enrichment of a wider part of society. The middle class is growing, as well the number of owners of televisions, washing machines and refrigerators, wealthier elites are buying even the products of the world luxury brands. Together with the economy opportunities for foreign travels grow, the awareness of the existence of exclusive products available in more developed countries increase.

Phase III is the beginning of the intensive consumption in the show. Newly rich people enjoy their wealth, also want to raise their social status and prestige by showing their success and wealth. The rich are buying more and more expensive items. The fact of having luxuries is not enough, the goods have to be ostentatiously consumed, so that all are aware of the accumulated wealth. Possessed objects determine the social position and prestige of the individual. In this phase, Veblen's theory is applicable. At the same time social division between the richest and the poor is rapidly growing. After some time the rich are getting used to their wealth, they do not demonstrate it so ostentatiously. The IV phase begins. But still material indicators of status are valid, not  having the currently fashionable items may result in exclusion from the group.

The final phase begin when people are used to luxury and consume it discretely, for their own pleasure. Elites appreciate the high quality and original designs, they  are no longer satisfied with other goods than luxury  ones. At this stage of sophistication in consumption of luxury only a very drastic deterioration in the financial situation may lead to giving up selected lifestyle. For person accustomed to driving a Porsche it is difficult to change to Ford, for the user of suits from Zegna it’s hard to accept suits by Hugo Boss (Chadha and Husband, 2007, pp.43-47).

 




Figure 2: Luxury development phases in different countries
Source: own scheme based on: Chadha R., Husband P., The cult of luxury Brand: inside Asia’s love affair into luxury, 2007, London, p. 43 


The above chart shows, in which phase of development are selected countries. Western European countries and the United States are in the highest stages of luxury development, for people in these countries luxury is part of the lifestyle. Consumers are buying expensive goods for their own pleasure, there is no need for conspicuous consumption, since it would be perceived not as a proof of achieved success but as a sign of bad taste. Polish society remains very divided in this issue – some Poles are just discovering luxury products, the other are consuming it conspicuously, there is a small group of society, who have enriched a long time ago and buys luxury primarily for their own pleasure. Russia, Brazil, India and China are countries where owing luxury goods  symbolize belonging to a group, ensure respect, prestige and position in the social hierarchy. In China and Russia consumption on show is very popular. However the society is very divided – some are just in phase I of consumption, while the other are in III phase. In India and Brazil, luxury is still in early stage of development, society begins to enrich and they can afford to purchase goods previously unattainable. At present stage only elites can afford luxury. However together with further economic development also wider number of people will be rich enough to consume luxury (Chadha and Husband, 2007, pp.43-47).
The beginning of old luxury in new markets

 Year 2010 marks nearly 20 years since Louis Vuitton is present in the Asian market. It was a pioneering move, many had doubts about this strategy. Companies in emerging markets faced many barriers in the form of lack of appropriate infrastructure, distribution network and enough exclusive buildings. They had invested a lot in creating brand awareness and creating the appropriate needs and habits. In addition, all these activities took place in an atmosphere of risk and uncertainty of success. Today, looking at indicators of economic growth, the rapid enrichment of societies, the growing aspirations, it can be concluded that the absence on these markets is a great loss for the company. Some predict that just in few years an international company that is absent in China will lose the right to call itself international. Chinese consumers will create trends more often, and European designers when creating collections will have to take into account the tastes of its Asian customers. China will no longer be only outlet. As the largest consumer of luxury will be the focus for many companies. The inspiration as well as a lot of new products and ideas will be born in China. Some companies have already noticed this trend, for example, Hermes began to build their brand of Chinese - Shang-Xia (Chevalier and Xiao Lu, 2009). These predictions also apply to other countries as described below.

Access to the markets of China, India and Russia is becoming increasingly difficult. Companies present there for long time have cemented its position on the market, it is slowly getting saturated. Only the Brazilian market is still unsaturated, it has high growth potential. An important challenge for luxury companies is to change profile of production – from profile for matured society of western Europe to profile of young consumers in new markets. The average age in the United States is 36.5 years, in Europe 40, while in India it is 24.9, in Brazil 28.2  and in China 32.7. Companies adapted to the generation of Baby Boomers must change their profiles so that to fit to younger elites (Unity marketing, 2007).
BRICs markets


There are many factors attracting foreign companies to BRIC countries. One of them can be number of residents in those countries. Compared with 1,3 billion inhabitants in China Poland with its 40 million society seems to be very small market. 

Luxury companies usually attribute the greatest prospects to China. In China, live 64 billionaires. Their total assets amount to 133.2 billion dollars. Comparing to 2009 the number increased more than twice –in that year  China was inhabited by 28 billionaires (Forbes, 2010). However the average luxury consumer is not so rich. It is a person between 20-40 years old, earning between 732 – 7320 dollars (Yang, 2010),  often spending the family savings
. Even if the average spending of each consumer of in China is not high, a large number of buyers make the profits of the company huge. Possession of branded products in China has become an alternative system of prestige. Social status is achieved largely through consumption of the show (Chevalier and Xiao Lu, 2009).

According to the World Luxury Association in 2009 the Chinese have "consumed" 27.5% of all luxury goods sold around the world which gave a value of 9.4 billion dollars. It places China as second (market share of 27%), after Japan (share of 29%), biggest market for luxury. At the same time Europe amounted to 18% of share, United States – 14%.  The Association estimates that in year 2012 Chinese will spend for luxury 14,5 billion dollars (without luxury cars, yachts and planes), which places them at first place in global ranking.  The research doesn’t take into consideration the fact, that Chinese buy many goods abroad – in previous year they spend for luxury in Europe 50 billon dollars (Rzeczpospolita, 2011).

The first company who decided to enter China was Louis Vuitton. He started business on new market in 1992 and every year record 50% of growth in sales. Since its entrance till today 25 boutiques were opened. The Gucci company is present in 29 facilities, including nine in the capital, Salvadore Ferragamo is present in 23 locations (Zhixin, 2010). The functioning on this attractive market further facilitates the favor of the authorities who are reducing entrance barriers lowering  and are ensuring a privileged position. Also, the owners of prestigious shopping centers due to attract foreign brands offer very favorable terms. Shopping places are rented on very low prices, the renovation and decoration costs are often financed by shops owners. In this way, foreign prestigious brand can open a new boutique incurring very low costs (Jing Daily, 2010). The main centers of luxury are in Beijing, Shanghai, Guangzhou and Hangzhou.

However there are also dangers for foreign companies in China such as the lack of respect for intellectual values​​, rampant piracy and unclear rules of competition. The big impediment of being present of China market is counterfighting. The counterfights are becoming more and more similar to original products. It destroy the brand and also lower the benefits of company. On the other hand, the financial crisis had very little impact on China's economy (Chevalier and Xiao Lu, 2009).

India is so far a marginal market for luxury companies, but  has a huge potential, and may soon surpass China. The main problem  foreign companies are meets is the lack of adequate infrastructure, lack of streets and shopping malls. A few exclusive locations have been recently created but they are much more expensive than the better-equipped stores in Europe. In addition, the state imposes high duties on import of products of higher order. At the same time number of millionaires, billionaires is growing. Also aspirations of the middle class are growing along with its prosperity and abundance. Principles of operation in India are far more transparent than in China.

Russia is a huge market for luxury companies. Russian elite actually spend large sums quite spontaneously. The phenomenon of conspicuous consumption takes place here with renewed intensity. Many Russians make purchases abroad but the vast majority still uses the Moscow boutiques. In Moscow live 50 billionaires, it is second ( after New York) such a cluster of wealthy people. The disadvantage of Russian wealth, however, is its instability. Since their origin is most often associated with natural resources, fluctuations in world markets, results in regular changes in the property. Hence, the fast rotation of the list of Russian millionaires. Russian elites and ordinary citizens are very affected by the financial crisis. Due to the instability and opacity of this market, international companies were present for a long time only through local distributors. Although now more and more of them decide to be present directly, it does not change the fact that Russia is a market hard to predict (Report Russia, 2007).

The last economy of BRIC countries is Brazil. The luxury goods market is limited appropriately to Sao Paolo, where live 50% of all luxury consumers in the country. The middle class is still small, and its consumption-needs small. Despite this, the Brazilian market is valued higher than the Indian. Dynamic growth is predicted over the next five years. The presence of international luxury companies is small. High import tariffs double the price of their products. However, due to visa and huge distances within the Brazil, Brazilians rarely go abroad. On the one hand it increases the demand for products sold in the country, on the other hand the lack of travel contributes to the ignorance of brands and lack of incentives to encourage their purchase. High growth prospects in Brazil have the luxury tourism industry. It is fueled by low prices and attractive natural conditions, inhibited by the lack of adequate infrastructure.
The Polish market

I will describe Polish market according to 3 aspects. Firstly I will outline factors determining demand for luxury in Poland. Then I will characterize Polish consumers of luxury. In the next part the presence of global brands in Poland and their plans for future will be presented. In conclusion advantages and disadvantages of Polish market will be outlined and the title question answered.
Determinants of demand for luxury goods


There are three main factors determining demand for luxury goods. It is: number of people with high income, the level of their income and eagerness to spend money on luxury goods. I will analyze Polish market according to those determinants.

For purpose of this article I will divide consumers of luxury in Poland into three groups because of the level of monthly income. The first group is earning  between 920 – 1 800 euro/month, the second 1 800 – 5 000 euro/month, the third over 5 000 euro/month. This division was prepared in accordance with tax threshold. Luxury is also bought by people of lower income, but because of the marginal size of those spending, I won’t take them into account. The analyze doesn’t take into account the earnings of people active in shadow economy, which according to World Bank amounts to almost 30 % of GDP
.


The level of earnings of Polish is growing – Poland in years 2006 – 2008 noticed the highest in Europe, amounting to 33% , growth of number of richest people, so called HNWI (high net worth individuals)
. During last 10 years the number of people earning more than 1 800 euro by month (gross) doubled. Their income level increased by 30%. It is estimated that in 2010 there was 590 thousands of people earning more than 1 800 euro by month, their average income amounted to 3 750  euro. 50 000 out of them has income accounting for over 50 000 euro. About 40% of spending for luxury in Poland belong to people earning less than 1800 euro/month. There is 1,95 billion people earning between 920 – 1 800 who also buy luxury(KPMG report, 2010, p.23).
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Figure 3: Number of people earning over 1 800 euro/month in Poland (thousands)

Source: KPMG report 2010
What’s conspicuous is the fast growth of number of rich, after the decrease due to financial crisis in year 2009.
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Figure 4: Number of people earning between 920 – 1800 euro/month in Poland (millions)

Source: KPMG report 2010

The consumers of luxury in Poland spend from 9% to 18% of their income for luxury goods. The first group of consumers spend around 9%, the second group –15%. The richest – the third group spend even 18% of their income. It’s estimated that during next two years the average spending for luxury can increase by 50% and arise to the level of 19% of income of consumers. It was estimated that in year 2010 Polish spend for luxury goods 27 billion PLN. 60% of that will be spend by people earning over 1 800 euro/month, the rest will be spend by the first group of consumers. The economic crisis in year 2009 influenced the level of spending for luxury of half of consumers. The need for savings hit mainly the first group, they reduced their spending by 30% comparing with previous year (KPMG report, 2010, pp.7-8). 
Table 1:  Consumers of luxury in Poland (elaboration based on KPMG report)
	group number
	monthly gross income (euro)
	number of people
	declared spending on luxury goods (% of income)
	other

	1
	920 – 1 800
	1 945 000
	9%
	From year 2000 the number of people in this group doubled. Their income level rose by 50%.

	2
	1 800 – 5 000
	543 000
	15%
	Between year 2000 and 2010 the number of people in  this group doubled. Their income level rose by 40%.

	3
	over 50 000, fluid assets with value of 1 million dollars
	50 000
	18%
	From year 2006 till 2008 the number of people in this group was arising at 10% level. In 2009 it slowed a little


Characteristics of consumers of luxury in Poland

I will base this part on research over group of 250 people. Almost half of them were over 45 years old, 31% were of age between 35-45 years, 18% were between 25-35, 2% were below 25 years old. The group over 45 years old can be called the most important group because of their financial and professional stabilization, as well as low family spending – because of independent children they can spend more on themselves. Also group below 35 because of lack of family responsibilities is spending a lot for pleasures and entertainment.


The choice of respondents was dependent on income level – 66% of respondents were men, only 34% women. Over half of them were living in cities with less than 300 000 inhabitants, only 31 % were living in bigger towns. Almost 20 % were living in mazowiecki region, where capital is located. It can be said that group of rich people in Poland is highly deconsecrated – contrary to Prague o Budapest for example where most of the rich live in capital. As a result opening one brand boutique brings in Poland less income than in cities mentioned above. As most of luxury centers are concentrated in Warsaw and other big cities, over half of “would be consumers” has no possibility to get to know the brands or buy them. Those people declare the eagerness to buy luxury and lack of possibilities to do so.


What’s important, from point of view of global companies, is the fact that Polish buy luxury mainly in Poland. Only 10% of respondents declared to buy it “ rather” abroad. Respondents of age over 35 years declared to buy goods rather/ or only in Poland while younger people buy it more often abroad. Over half of people buying luxury abroad, buy it in Germany, which can be connected for example with business trips due to work. 

90% of luxury customers declare to buy it because of high quality. 45% likes the brand values, for 40% the opinion of friends and prestige is most important. The answers differed between women and man – for women the most important was quality, for man it was values and high price (KPMG report, 2010, pp.56-62). 
Availability of global luxurious brands in Poland

According to KPMG report 53% of global luxurious brands
 are present in Poland. By presence I mean either brand salon, or multi branded shop. Most of brands are cooperating with local partners and are being sold in their branded salons. The presence of global brands differ between various sectors of luxury. I will divide luxury into three sectors: cars, watches and accessories, clothes. 


The presence in automobile industry is very high – it amounts to 88% attendance rate. Almost all brands has its representatives: Porsche, Bentley, Maybach, Jaguar, Aston Martin or Ferrari. Brands that are absent usually can be imported by agents from abroad. However this service is dedicated only to special clients. 


If it comes to jewelry and watches 65% of brands can be bought in Poland. Most of them have an official representative in Poland, only a few have its own brand shops. Only 30% of clothes brands can be bought in Poland. They are sold in shops located in big cities, mainly in Warsaw. There is a big problem with finding appropriate place to locate luxurious shop. Luxury companies doesn’t want that their shops were located near popular, cheaper  brands. Because of that they don’t want be present in commercial centers or on shopping streets. A few “luxury basins” exist in Poland, for example Three crosses square in Warsaw.  However because of high demand the renting prices are very high there, even for luxury companies (KPMG report, 2010, pp. 33-48). 
Table 2: Number of boutiques in capitals

	capital
	number of luxurious boutiques

	Paris
	154

	London
	125

	Milano
	87

	Moscow
	66

	Rome
	59

	Madrit
	47

	Berlin
	38

	Barcelona
	36

	Prague
	28

	Istambul
	27

	Budapest
	12

	Warsaw
	8


Source: Jones Lang La Salle


Warsaw is the capital with the smallest number of boutiques, when comparing with other capitals. Even in Prague or Budapest, usually not associated with luxury, there is more luxury shops. Luxury clothes brands are represented by Polish company – Paradise Group. All 8 boutiques in Warsaw belong to this group. Paradise group represents brands such as: Burrberry, Churrchs, Emporio Armani, Emenegildo Zegna,  Hugo Boss, J.M. Weston, Kenzo. Apart from Warsaw they opened also shops in Poznań, Katowice and Kraków. In total there is 12 luxurious boutiques in Poland
. Lack of competition makes luxury goods in Poland much more expensive, sometimes even twice more expensive, than the same goods abroad. Goods that are sold in Poland as luxury, abroad are considered more popular, mass, and from lower shelf. That encourage many Polish to buy luxury abroad. 

According to Polish consulting companies the request to research Polish market has grown by 20% comparing with previous year. The global luxury companies are considering entrance into Poland. Growing demand and income of Polish, purchasing power rising at level of 8% (Otto, 2011), lack of competitors and cheap prices of renting a shop are truly encouraging factors. Problem of lack of exclusive enough infrastructure is being sold: Klif center is planning to develop shopping malls dedicated only for luxury (connected with entrance of Chloe, Dior, DKNy, Givenchy), there are plans to open Wolf Brack shopping center in Warsaw (Otto, 2011). Brands such a Yves Saint Laurent, Stella McCartney ,Gucci (accessories), Bottega Veneta and Sergio Rossi are planning to open their boutiques there.

Lack of global brands on Polish market strengthen the local companies. The best known Polish brand is Wittchen, who produce leather goods and accessories, Kruk – third best known, among worldwide brands, jewelry brand in Poland, vodka Belvedere, sport cars- Leopard or Zaremba famous for sewing on measure suits for men. Wittchen company is planning to develop Polish luxury brands capital group. It will specialize in leather goods and luxury accessories. At moment there is Wittchen and Vip Collection in this group, the president of the group is planning new acquisitions (Property News, 2011). Creating a luxury group can strengthen the potential of companies and make them more successful in future.
Poland and BRIC countries


What makes Polish market similar to markets of Brazil and India is the lack of saturation. There is low level of competition, companies present on the market can dictate the rules and take advantages of being a leader. Another similarity is fast development of economy, society enriching and increasing desire to poses. Although consumption in Poland is not so visible as in mentioned countries. 

There are also common barriers. The first is low brand awareness. 20 years of educating clients in China and Russia brought results, but in India and Brazil it is still a problem, especially strong in Brazil, where clients don’t see the need to buy foreign products. The lack of proper infrastructure make us close to India, although the situation is much better in Poland, than it was in India. 
Conclusions

Although there are some countries better developed or with bigger market than Polish one, where there is a lot of luxurious brands, there are also the other: smaller or worse developed. Despite that luxury companies seem to be everywhere but Poland. To define, what determinate such situation strong points as well as barriers of Polish market must be noticed.

What’s most important is the fact that there is a strong demand on Polish market to consume luxury. This demand match with financial possibilities. Society is enriching fast – GDP per capita in 2011 was 5 times higher than 20 years ago (Gazeta Wyborcza, 2011). What’s more, during last 10 years number of rich Poles has doubled. Also numerous middle class pretend to buy luxurious goods. Purchasing power is at level of 8% and is rising to 10% (Otto, 2011).

What’s very important, society structure in Poland is more egalitarian than in BRIC countries. People, even very rich, don’t demonstrate their wellbeing. Consumption of luxury is less visible, less spectacular. Financial differences can be seen but are not as drastic as in BRIC countries. Conspicuous consumption is seen as a bad taste. It can be the main reason why luxury company are not present in Poland. 

The next characteristic of Polish market is high deconcentration of very rich people. Only 20% of them lives in region where capital is located. Over half of them live in middle size cities. That situation make building brand awareness difficult. Many “would be consumers” don’t recognize the global brands and have no opportunity to see them in luxury boutiques. Due to the lack of brand awareness many people doesn’t see the need to buy expensive, unknown brands, even when they see them in shops in Warsaw.  The other result of such deconcetration are proportionately lower revenues brought by each boutique. One shop in a city meets demand only of a small part of potential customers.

As Polish market is unsaturated, entering company wouldn’t meet strong competition. There is only a few luxury brands present mainly in 8 boutiques in Warsaw. As a result prices of goods are much higher than of the same goods abroad. Also the offer is very limited. Lowering the prices to European standards and widening offer would encourage many new clients for shopping.

Another very crucial advantage for investors in Poland is its as well political as economic stability. The rules and law are quite transparent and observed. The crisis didn’t influence Poland in strong way. Also political system is stable and guarantee enforcement of law.

The lack of enough number of exclusive shopping centers is often said to be the major barrier when entering Poland. Luxury brand doesn’t have appropriate place to open boutiques. However it can be said that if there are no luxurious companies interested entering Poland, nobody will build exclusive commercial centers. Companies who are interested to enter solved this problem by cooperation with Klif company or by building Wolf Brack shopping center in Warsaw.

Another problem is that Poland is often treated as a part of poor Eastern Europe region. When investors think about it, they think about problems, economy and society of whole region. It’s often forgotten that Poland is leader of this part of Europe and is better developed than other countries there. Despite many changes and development of Poland the image of poor country with many economical problems created in 90. is still alive what makes Poland underestimated by investors.

Big revenues for luxurious boutiques are brought by tourists. Warsaw is not so popular among them. However Cracow or Wroclaw are well known tourist destination. Those cities are also important business centers in Poland. At the same time there is one boutique in Krakow and none in Wroclaw. Tourist have no chance to make shopping in Polish touristic places.

Answering the title question I would say that three major factors of underestimating Poland by foreign luxury investors exist.  First of all Polish society is very egalitarian. The differences between people are not so visible, so drastic as in emerging countries. Those who are rich are consuming luxury discretely, not for show. Possessing branded products is not a determinant of social status as for example in China. Because of that for foreign investors it wasn’t easy to notice the moment when society become rich. Moreover Poland in comparison with BRIC societies can simply seen to be very small market. In the context of the larger markets with polarized society potential of Poland could have been not noticed. What’s more the stereotype of Poland as a member of poor Eastern Europe is still alive and can discourage to take risk of investing there.
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Phase I�Lack of state sovereignty�Authoritarian regimes,�poverty








Phase  II


Enriching of society


Economic growth, medium class buys premium foods, elites buy luxury








Phase III�Consumption in the show�  Luxury as a symbol of prestige and social status, conspicuous consumption





Phase IV�Fitting�The large number of luxury consumption, the need for consumption in order to match the  ambient





Phase V�A way of life�Getting used to the luxury and high standard, the habit of buying luxury items��
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China, Russia
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� This assumption is confirmed by the report of the World Luxury Association according to which 60% of luxury consumers in China don’t use the money earned by themselves


� http://bezrobocie.org.pl/wiadomosc/594405.html


� KPMG report, pp. 7, HNWI earn at least 50 000 euro and has liquid assets with a value of 1 million dollars


� Out of  200 best known global luxurious brands which has been distinguished


� http://www.paradisegroup.pl
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