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Abstract: Urban retail systems in Poland have been changing constantly during the last 30 years.
When it seemed that the consumption lifestyle of Poles became stable, and likewise the relations
within the urban retail system, it was placed under the strain of the shock of the pandemic. The aim of
the study is to discuss challenges that the urban retail systems face as a consequence of the COVID-19
pandemic, how the relationships within those systems have changed and how the resilience of entities
that create urban retail systems has changed. The article focuses on the case study of Poland, the
largest and the fastest growing country in Central and Eastern Europe. To achieve the research goal,
a broad and detailed critical literature review was used: literature, scientific articles, reports and
daily press with a business profile were analyzed. Complementary to a qualitative approach was an
analysis of quantitative data from the Central Statistical Office of Poland and Eurostat regarding the
period from 2007 to 2021. The COVID-19 pandemic constitutes a unique occasion in which to conduct
a stress-test of the concept of retail resilience in the lively organism of a city; it also delivers a useful
framework for analyzing processes occurring in the Polish retail trade. The undertaken research
contributes to these concepts by indicating how the shock of COVID-19 could affect components
of the urban retail system in ambivalent ways as they express different levels of resilience. Some
elements of the system had no problems with adjustments to the shock of the pandemic, whereas
others with more rigid structures had problems with adaptation.
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1. Introduction

City centers take part in eternal cycle of crises and renewals. They are required
to reinvent themselves as some shopping concepts lose their attractiveness and have to
be radically modernized. The COVID-19 phenomenon is not unique in this sense. The
pandemic that disseminated around the whole world embraced all the sectors of the
economy, with retail trade foremost [1], undermining present shopping concepts. Though
the COVID-19 hasn’t been a trigger for these changes. The symptoms of the city center
crisis were already visible before the pandemic.

The crisis in city centers dates back to the 1970s and 1980s. At that time, an inflow of
global capital to retail trade had shaken the old shopping concepts, accelerating the process
of their obsolescence by funding new ideas for merchandizing based on competitiveness
and convenience. This “retail revolution” decreased the significance, vitality and viability
of town centers. As a result, the spatial organization of urban retail system was transformed,
as shopping areas moved towards residential areas. The position of the city centers as
traditional shopping areas has been systematically undermined in the last decade by online
shopping [2]. In this context, COVID-19 has amplified these negative tendencies.

Poland, as the largest and in recent years the fastest growing country in Central and
Eastern Europe, constitutes a very interesting place for the observation of changes to city
centers. The Polish retail sector experienced an accelerated evolution when it started
its transformation to a free market economy in 1989 [3]. As the stages of the evolution
of shopping concepts were relatively short due to the catching up process, urban tissue
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seemed not to be so resilient as in Western Europe, where development took longer and
was based on more solid foundations. In Poland, the policy choice of shock transformation
as a model of change [4] granted, on the one hand, great opportunities for the flourishing of
entrepreneurship, but, on the other, did not offer opportunities for the attainment of capital.
For this reason, the retail trade system has been shaped to a great extent by the inflow of
foreign capital. Foreign investors quickly started to open super- and hyper-markets [5-8].
Shopping malls turned out to be particularly important in revolutionizing the urban retail
system in Poland. The first facilities of this type appeared in the largest Polish cities in
the early 1990s, but the expansion of shopping malls in Poland started at the end of the
1990s [9]. Initially, they were located on the outskirts of cities or in residential areas, while
in later years they began to be located more and more often in city centers, representing a
source of huge competition for high streets, and also starting a discussion about the crisis
of downtown areas in Poland [8,10-12].

The COVID-19 pandemic has had a particularly negative impact on the trade, leisure
and entertainment sectors, and has also changed the behavior of city dwellers [13-15]. To
deal with the problem of the rapid spread of COVID-19, countries started to introduce
many restrictions on social life and business, such as bans on large events; closure of kinder-
gartens, schools and universities; travel restrictions and even temporary shutdowns of the
economy (so-called lockdowns) [13,16,17]. Shopping malls, as well as the entertainment
and catering services sectors [15,18,19], were particularly affected. The situation was not
improved by falling consumer mood, uncertainty, fear of unemployment and worries about
future economic and health situations [13,17,20]. Shops, especially the large ones, such as
shopping malls, began to be avoided by customers, and the time spent there was shortened
to a necessary minimum [21]. Due to the indicated limitations and concerns in meeting
the daily needs of urban residents, the importance of e-commerce [13,22-26] and shops
located in residential areas [27,28] began to grow. These new economic conditions and
new customer needs and concerns enforced significant changes of relationships within the
urban retail systems.

However, the COVID-19 pandemic is not the first in human history. and is unlikely to
be the last. In the 20th and 21st centuries, the world faced “Spanish Flu” (1918-1919), the
“Asian Flu” (1957-1958), the “Hong Kong Flu” (1968), SARS-CoV-1 (2002-2003) and the
“Swine Flu” (2009-2010) [13,29,30]. Hence, the analysis of the course of the pandemic and
its socio-economic consequences is very important, so as to prepare for future potential
pandemics or other global crises.

2. Materials and Methods

The aim of this study is to discuss challenges that urban retail systems face as a
consequence of the COVID-19 pandemic, how the relationships within these systems have
changed and the resilience of such systems’ components. The paper focuses on the case
study of Poland. The Polish urban retail system has been subject to rapid socio-economic
changes in the last 30 years due to the transformation model of shock therapy [4] chosen by
the Polish political elites. Thus, this makes it an interesting case, as it is quite puzzling how
urban retail system in Poland, which was already adapted to shocks and changes, coped
with the unique experience of the global pandemic. The time range covered by the study is
from February 2020 to September 2021.

A broad and detailed critical literature review was used to analyze the collected
materials. The qualitative sources can be divided into four groups:

e  Scientific articles delivering theoretical frameworks concerning the concepts of re-
silience and sustainability and recent works related to retailing in its various aspects,
published in international journals

e  Socio-economic and industry reports (e.g., those of the Central Statistical Office of
Poland, the Polish Economic Institute, Colliers International, the Retail Institute, Price-
waterhouseCoopers, Ernst & Young, Deloitte, the McKinsey Company) concerning
changes in retail structure and consumption patterns during the COVID-19 pandemic



Sustainability 2021, 13, 13737

30f22

e The Polish daily press with a business profile (articles published between
February 2020-August 2021 in such online magazines as: dziennik.pl, forsal.pl, Business
Insider, prawo.pl, Wiadomosci Handlowe) concerning the situation of retail companies
related to the COVID-19 pandemic

e An historical approach to the literature was also used to briefly describe the back-
ground of the creation and transition of urban retail systems in Poland during the last
30 years.

Complementary to a qualitative approach was the analysis of quantitative data regard-
ing the period from 2007 to 2021, obtained from the Central Statistical Office of Poland and
Eurostat. A particularly innovative source of quantitative data was the Polish Economic
Institute. It established cooperation with global credit card companies to collect data
concerning the value of payment transactions [22]. In this way, it was possible to solve
the problem of a delay in acquiring adequate data concerning current social and economic
situation [31]. Thanks to this, it became possible to visualize the changes in the shopping
cart during the pandemic and the effects of inflation in the cost of goods and services. The
advantage of the data collected in cooperation with this company over the traditionally
collected data of the Central Statistical Office was their high frequency and seasonality [22].

An analysis of changes within the urban retail system in Poland in the face of the
COVID-19 pandemic was conducted with the support of resilience concepts, ensuring
strong a theoretical framework for empirical research. Among many approaches to re-
silience understood as an adaptation of systems to a shock [32-48], the concept of the adap-
tive cycle of retail centers formulated by Celifiska-Janowicz and Dolega fits the best [49].
The uniqueness of this concept is that it links town centers’ resilience to its position within
the adaptive cycle and associates adaptive capacity with different dimensions of town
center performance.

The article consists of seven parts. After the introduction and the methodological
part, in the third part the concept of resilience and its relation to sustainability frameworks
is described. Following that, the historical background of the creation and transition of
urban retail systems in Poland is presented, explaining its specificity and usefulness. The
empirical research on the changes in urban retail systems in Poland and the consumption
patterns of citizens during the COVID-19 pandemic are analyzed in the fifth and sixth parts.
In the conclusions and discussion part, the assessment of the resilience of particular entities
creating urban retail systems in Poland is conducted. On the basis of the author’s 15 years’
experience of research of the Polish retail trade, the unique adaptive cycle of urban retail
systems in Poland is proposed. The assessments are justified by some references to the
literature on the subject; some statements, however, do not have direct references. These
assessments can be debatable, as there is a lack of direct data justifying the classification
of the components of resilience of the urban retail system in Poland, which could be
treated as a limitation, but at the same time could be seen as a starting point for further
in-depth research and scientific discussion. Another limitation of this study relates to
the discontinuity of the COVID-19 pandemic, which is still an enduring phenomenon to
which the retail sector of Poland is trying to adapt. Thus, the data even from the first
quarter of 2021 do not display all the dimensions of the pandemic, as its nature and scope
is still changing. Moreover, the number of scientific publications analyzing the impact of
COVID-19 on the retail sector is still limited, and the data are retrieved with significant
delay. When the data for a previous wave of COVID-19 become accessible, already a new
wave arrives with some new phenomena and new consequences. However, COVID-19
seems to be such an important shock for the retail sector that it is important to examine
it, and to look for the methods of drawing some more up to date conclusions despite the
indicated limitations. For this reason, industry reports and the daily press are an important
source of knowledge about socio-economic changes during the pandemic. It is important
to be aware of some disadvantages of such resources. These reports are often imprecise,
very general in their estimations and are without proper descriptions of their measurement
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methodology. Some industrial reports are also strongly biased, trying to convince their
reader of theses that are beneficial for their sponsors.

3. Conceptual Framework

The resilience conceptual framework could be a useful tool to analyze how cities and
regions deal with shocks, disturbances and changes. There are three main approaches to
this concept [32]. The first one was adapted from physics to ecology, and puts its attention
towards the state of balance to which systems return after having recovered from a shock.
This approach is used mainly in physical sciences and is called “engineering resilience” [33].
Later, a dynamic approach to resilience was introduced, namely, so-called “ecological
resilience”. This kind of resilience was defined as the ability of a system to absorb changes
and disturbances without changing its structure. Resilience could be measured either by
the speed of returning to the equilibrium (old or new) or by the intensity of the shock
it could absorb [34]. Resilience understood in such a way is used in the social sciences
in the contexts of resource management, natural disasters and economic crises [32]. The
last approach is adaptive resilience. This concept is based on complex systems theory,
stressing the ability of a system to anticipate or recognize shocks and to adapt to them. This
type of resilience is close to the evolutionary approach in regional economy, geography
and other social sciences. In this approach, resilience is an evolutionary and dynamic
process of continuous adjustment to complex and unpredictable conditions [32,35-37,49].
Adaptive resilience can be defined as “anticipatory or reactive reorganization of the form
and function of the system so as to minimize the impact of a destabilizing shock” [38] or
as the ability of different types of retail entities to adapt to changes, shocks or crises that
challenge the system’s equilibrium without making it unable to perform its functions in a
sustainable way [50].

3.1. Retail Resilience

Although the analysis of the resilience of cities and regions has been present in
economic sciences since the 1970s, the concept of retail resilience is new. The first con-
siderations on this topic appeared with the Global Financial Crisis. This was a period of
decline in consumption, and thus a significant downturn in retail and services. The first
research concerning the resilience of city centers, high streets and retail was published in
2011 by Wrigley and Dolega [38]. They used the adaptive resilience concept [37] to analyse
the influence of the Global Financial Crisis on retail sector. The conceptual framework
of retail resilience was used to explain changes in urban retail systems, and three years
later a series of articles on this issue appeared in the Cities journal [39-44]. Some of the
articles paid attention to the resilience of city centers, downtown areas and the role that
shopping malls were playing in the process of change [44,45]. Others referred directly to
the dependencies between urban planning and retail resilience [39,41,43]. Single articles on
retail resilience appeared regularly in the following years. A paper of Dolega and Celiriska-
Janowicz [49] has to be mentioned. The authors adapted the concept of adaptive resilience
to the contexts of retail and town center dynamics, and on the basis of the adaptive cycle
framework [37] they consider how retail sectors and town centers can adapt to changes.
In the following years, the topic of retail resilience did not receive much attention, which
changed with the outbreak of the COVID-19 pandemic. Many articles concerning this
issue were published in 2020-21 [32,46—48]. These were articles concerning the concept
of resilience at a theoretical level [19], as well as analyses concerning particular cities and
countries: Lisbon [32], Wiirzburg [48] and Scotland [47]. Most of those articles analyze
retail resilience in the context of urban policy and its sustainability. The special issue of the
Sustainability Journal planned to be published in 2021, concerning the interconnections
between resilience and sustainability, is a reminder that the concept of resilience is current
and useful when explaining the processes of change in contemporary word [51].
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3.2. Between Sustainability and Resilience

Within the context of the COVID-19 pandemic, it seems especially appropriate to
discuss the relationship between retail, consumption and cities in light of two interpretative
keys: resilience and sustainability [18]. Sustainability can be analyzed in three dimensions:
natural environment, social and economic conditions and their interfaces such as viability,
equity and livability [32]. Urban sustainability is often associated with keeping balanced re-
tail systems in various facilities and shopping environments [52-54]. It is important that the
retail system respond efficiently to the needs and desires of diverse groups of consumers.

The concepts of sustainability and resilience have some similarities as well as some
differences. Sustainable development also embodies a wide range of goals concerning
resilient growth. However, while resilience is important it is not the only element of sus-
tainability [55-58]. Both concepts are multidimensional, as they take into consideration
social, economic and environmental conditions. Further, sustainability and resilience are
multiscale as they can be used in analyses of particular units (e.g., companies), neigh-
borhoods, cities, regions and even on a global scale with different aims and focuses [32].
However, some crucial differences between the two concepts have to be pointed out. Those
differences are associated to temporal aspects and to threats and crises involved. Resilience
is seen as focused on problem-solving and oriented towards the short-term, and because of
that it is often associated with civil defense or management. Most authors analyzing the
resilience concept refer to the adaptation capacity of a system to keep working through de-
signing a new path or following the old one. On the other hand, sustainability is associated
with planning [59], considered as a normative concept that creates visions of a desirable
future, implies transformations and sets goals to be achieved in a particular period of time.
Sustainability is analyzed in the context of long-term strategies. Additionally, resilience
requires a strategy to achieve the long-term adaptation effect [32].

3.3. Urban Retail System

Urban retail systems [25,32,47] can be analyzed as dynamic and complex economic
systems that evolve in a continuous way and adapt themselves to competitive, market and
technological challenges and pressures [32,49]. Because of this, the concept of urban retail
system resilience is based on the adaptive resilience perspective.

The resilience of retail urban systems is defined as “the ability of stores and shopping
areas to tolerate and adapt to changing environments that challenge the retail system’s
equilibrium, without causing it to fail to perform its functions in a sustainable way” [42].
The term equilibrium describes a situation in which a network of shopping districts and
retail and service entities are provided with the properties that guarantee their economic
viability and vitality as well as an efficient response to the needs of different groups of
consumers, for example, those who are not mobile at all, and as a result are dependent on
local stores [42].

When analyzing urban retail systems in this article, the following three types of entities
will be taken into consideration: shopping streets, malls and e-commerce and their mutual
interdependences (Figure 1).

3.4. Adaptive Cycle of Urban Retail System

Celiniska Janowicz and Dolega [49] have created an important theoretical framework
for explaining how retail resilience can transform due to the process of maturing, reacting
to different kind of shocks or long-term changes. They have indicated four dimensions of
the adaptive cycle: growth, consolidation, release and reorientation (Figure 2), and have
analyzed it in the context of changes in retail centers.
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SHOPPING MALLS
- in downtown areas
- in residential areas

- old and new
generations of malls

SHOPPING STREETS
- high streets

- streets in residential
areas

ONLINE SHOPPING

Figure 1. Urban retail systems—selected entities. Source: own study (2021).

REORIENTATION
RESILIENCE INCREASING
Emergence of innovation

New interdependencies
and symbiotic
relationships

Institutional support

GROWTH
RESILIENCE HIGH
Innovation &creativity
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new retail units open
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high retail churn

CONSOLIDATION
RESILIENCE DECLINING
Period of stability
Low retail churn

Slow responsiveness to
change

RELEASE Increasing rigidity
RESILIENCE LOW

change triggered by
economic or
competitive shock

Period of uncertainty

Increasing vacancy
rates/shop closures

Figure 2. Adaptive cycle of retail centers. Source: [49].
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The phase of growth is usually characterized by high dynamism. During this stage, a
large number of new stores is opened, which intensifies the competition. At this stage, a
lot of investment is realized. As a result, a new floor space is offered, which fulfils high
demand. The level of innovation and creativity during this stage is high, as is the resilience.
However, as the phase approaches maturity, resilience slowly decreases.

The phase of consolidation begins when the system becomes stable and its rigidity
increases. The connectedness between various entities is intensive and the development
path becomes fixed. However, consumers’ habits are changing constantly, and the level
of competition is rising; retail centers have to constantly adapt to these processes or their
resilience will decrease.

The stage of release is rapid and marked by uncertainty, usually triggered by some
unexpected shock. In the case of city centers, the shock can be of an internal nature, such
as opening of a new chain store. It might be also caused by external factors such as an
economic crisis or the opening up of shopping mall. Such competition might result in a
decline of sales in town-center shops or a movement of downtown retailers to the new mall.
The number of shops in the city center decreases and new openings do not match it. As a
result, the whole social and economic environment worsens. However, such a negative
shock has the potential to reverse the rigidity of a development path as new chances for
development emerge. The resilience in this phase is low.

During the last stage of reorientation, innovations appear and new growth potential
is accumulated. Some new internal mechanisms appear, and as a result new configurations
and interdependencies are created. The reconfigured town center regains the potential to
increase its attractiveness, and as a result resilience increases.

4. Transition of Urban Retail System in Poland—Background

A comprehensive understanding of the changes to the urban retail system in Poland
requires taking into account the system transformations of 1989. The reforms implemented
at that time, and the adopted assumptions for economic development, permanently deter-
mined the characteristics of the retail sector in Poland [60].

One of the aspects of the economic transformation and the so-called shock therapy [4]
was the massive privatization of state property [61]. This plan was implemented through
liquidating or restructuring, as well as the privatization of state-owned enterprises, result-
ing in mass layoffs [62]. In order to avoid unemployment, many of the employees of these
enterprises decided to start businesses in the retail trade. Such activities did not require
any special qualifications, experience or significant start-up capital [60]. Thus, the place
and offer of emerging commercial stands were often chosen randomly and spontaneously.
Lack of competencies was not an obstacle to turning a profit in the face of the shortage
of goods on the market after the decades of consumption overhang characteristic of the
socialistic economy [63].

The stage of the domination of unprofessional merchants in the Polish market started
to fade when the first shopping malls emerged in the late 1990s. [10] With the prospect
of Poland’s accession to the European Union, foreign investors ascertained the market’s
stability and legal security. For these reasons, there was an extremely rapid expansion of
shopping malls, which revolutionized the existing retail structure in Poland [11]. Shopping
malls have created a magical world of consumption [64,65]. Beautiful, clean, modern
interiors and a wide selection of goods contradicted the rough 1990s, as well as the shortages
of the communist period. From the very beginning, most of Polish society treated these
facilities with great favor as places of consumption in line with their aspirations, which
increased significantly during the period of increased prosperity in the 1990s. The local
press praised shopping malls for the breath of modernity they brought to Polish cities,
for their comprehensive commercial and service offer and for being a perfect place for
shopping, socializing and entertainment for the whole family. Conversely, domestic
merchants, especially from the high streets, swiftly recognized the threat and started to
oppose the distribution by municipalities of permits for building shopping malls [11].
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Meanwhile, since around 2010 the e-commerce sector has become stronger and stronger.
Although its share in retail has grown steadily [20,21,24], its virtual form meant that it
remained beyond the discussion of trade competitiveness for a long time.

5. Coronavirus as a Driver for Change in Consumer Behavior

The outbreak of the coronavirus pandemic negatively affected Poles’ level of consump-
tion, though this impact differed in relation to the period of the pandemic and the industry
in question. In Poland, in spring 2020, the total expenditure level was 40 percent lower
than earlier forecasts and over 30 percent lower than in the corresponding period of the
previous year [22]. The reduction in expenses mainly affected the entertainment, tourism,
catering and clothing industries. For instance, in April 2020, the turnover of the fashion
industry decreased by 65% (compared to April 2019) [19], as an increase in e-commerce did
not compensate for a collapse in the sales of stationary stores. The necessity of working and
learning remotely as well as the restrictions imposed on entertainment outside the home
persuaded Poles to focus on adjusting their living conditions. As a result, expenditure on
electronics and home appliances increased significantly. Comparing the shopping baskets
of the Polish in 2019 and in 2020, an increase of expenditure on home appliances by 0.1%
and on electronics by 0.5% was visible. [22]. In subsequent periods of the aggravation
of the pandemic and the imposition of severe administrative restrictions on running a
business—i.e., in November and December 2020—the slowdown in retail trade was getting
lower (reaching 15-20%) compared with immediately after the outbreak of the pandemic
in spring 2020. The cause of this was that both sellers and consumers adapted to the
pandemic conditions [22]. Turnover and volume of sales in retail trade (without food and
motor vehicles) in the first year of the pandemic in Poland and EU countries, alongside the
same figures for 2019, by way of comparison, are shown in Figure 3. Before the outbreak
of the pandemic, fluctuations in turnover and volume of sales in retail (without food and
motor vehicles) were stronger in Poland than in the European Union, where the economic
situation was more stable. In the first months of the pandemic (February-June 2020),
fluctuations both in the EU and in Poland increased significantly; their direction was the
same, but in the EU the fluctuations were stronger than in Poland. This shift may indicate
that the coronavirus has worsened the economic situation in the EU to a greater extent
than in Poland. From June to November 2020 (when the course of the pandemic in Poland
was mild, there were no lockdowns and sanitary restrictions were loosened), the economic
situation in Poland was quite stable and fluctuations in the EU were moderate. From
December 2020 to June 2021, fluctuations in both Poland and the EU became stronger, and
their direction was the same.

. P 0 20 Eurcpean Union - 27 countries (from 2020)

Figure 3. Turnover growth in retail trade (without food and motor vehicles) from January 2020 till
June 2021 in Poland and the EU (in percent). Source: Eurostat.
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The food sector turned out to be immune to the crisis caused by the COVID-19
pandemic, which is characteristic of times of crisis when consumers refrain from purchasing
higher-order goods and focus on meeting basic needs [22]. The pandemic conditions turned
out to be a good situation for companies in the hygiene and health-care products industry
due to higher epidemic and sanitary requirements [66,67]. Poland was not an exception,
using restrictions on people’s mobility to slow down the pandemic [13,16,17,19]. The
slogan “# stay at home, be safe” was promoted and encouraged, and at certain times people
were even banned from leaving the house except for the necessity to meet the necessary
needs. Restrictions were temporarily introduced (including periodic activity bans) for many
industries, such as the entertainment, sports, recreation and hotel industries. The catering
industry and shopping malls were banned, along with groceries and pharmacies, though
several other selected types of facilities were allowed to operate without restrictions [68,69].

The critical method in the containment of the pandemic was the introduction of remote
work by many employers. According to data from the Central Statistical Office of Poland,
in 2020, every fourth respondent worked outside the office [23]. Business meetings were
kept to a minimum. Periodically, distance learning was also conducted in primary and
secondary schools, while nurseries and kindergartens were closed. From the beginning of
the pandemic to September 2021, universities operated in a remote or hybrid form. Tourism
has also been kept to a minimum, partly due to hotel closures (lockdowns) and partly
due to people’s fear of traveling [68,69]. Temporary restrictions on social mobility during
quarantine and the lack of a need to commute to work or educational institutions every
day resulted in a collapse in consumer spending in the city centers of metropolises due to
the lack of tourists and business meetings [19].

On the other hand, city dwellers who spent much of their time in their homes began to
do their daily shopping and use the essential services in their neighborhood. The resulting
convenience and greater sense of security were decisive for buying in local stores, improv-
ing their financial situation [27,28]. The e-commerce market was also developing. However,
limited mobility not only contributed to the shift of shopping from downtown areas to
local shops and the internet, but it also resulted in fewer occasions for impulse purchases
and led to a slump in demand for specific categories of products mainly sold in city centers.
The Polish Economic Institute and PWC report indicated administrative restrictions on
the operation of shopping malls as the main reason for the decline in demand for clothes
and footwear. The results of a study commissioned by the City Hall of Warsaw before the
outbreak of the pandemic on the mobility of residents of Warsaw and its metropolitan area
can be used to assess how many consumers commercial operations in metropolitan areas
and service outlets have lost as a result of remote work and education. The number of
people commuting to downtown Warsaw every day was calculated based on location data
obtained from mobile network operators. It has been estimated that an additional half a
million people living outside the city commute in every day, and constitute a significant
share of customers for the retail, service and catering sectors (Warsaw is inhabited by circa
2 million people). Much of this group stopped visiting the city center during the pandemic,
contributing to the sales decline experienced by downtown retailers [19].

Interesting conclusions concerning consumer sentiments could be drawn by analyzing
consumer confidence indicators. The current index describes the present tendencies in indi-
vidual consumption (a positive value means the prevalence of optimism in the economy).
This index is the average of the balances of assessments: changes in the financial condition
of a household (in the next and last 12 months), changes in the general economic situation
(in the next and last 12 months) and the current making of important purchases [70,71].
The leading index predicts the trends expected in the coming months [70] The leading
consumer confidence index is the average of the balances of assessments: changes in the
financial situation of a household, general economic situation of the country, trends in the
unemployment level (with the opposite sign) and saving money in the next 12 months [71].

In April 2020, consumer sentiment—both present and futurehas dramatically wors-
ened. The current consumer confidence index was —36.4, and the leading index was at
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an even lower level, at —47.7 [72]. The sharp drops in these indices reflected a significant
increase in the pessimism of Polish consumers. Relaxing lockdown restrictions imposed
on people and the economy, and implementation of the government aid programs for
entrepreneurs, increased the level of the indicator by 20 p.p. in July 2020. In October
and November 2020, the ‘second wave of coronavirus’ and the re-closure of the econ-
omy contributed both to a decline in confidence indicators and to their slight increase in
December [71]. A significant improvement of indexes followed only in May 2021.

The current consumer confidence index in 2020 amounted to —16.4, which was the
lowest value since 2014 (in the years 2009-2014 the indicator oscillated between —16.9 and
—29.5). The trend of the leading indicator was similar. In 2020 it equaled —19.5, the lowest
value since 2014 (in 2009-2014 the indicator oscillated between —21.8 and —36.7). At the
same time, it should be emphasized that very good consumer moods characterized the
years 2017-2019, with the current indicator oscillating between 2.4 and 7.7, and the leading
indicator between —0.3 and 4 [73].

6. The Changing Relationships within Urban Retail System

The fight against the coronavirus has particularly affected sectors such as retail trade,
catering, entertainment, culture and sport. The introduced restrictions applied to a different
extent to shopping malls and points of sales located on shopping streets. The problems
faced by the retail trade sector reflected similarities to the general economic situation in
Poland. In March 2020, it collapsed, which was felt most strongly in the service sector and
in retail. The scale of its breakdown in 2020 compared to previous years is illustrated in
the Figure 4.
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Figure 4. General synthetic indicator for Poland (SI) and its decomposition. Source: [1].

General synthetic indicator is composed out of manufacturing (50% of indicator),
construction (6% of indicator), retail (6% of indicator) and services (38% of indicator).

6.1. Shaken Position of Shopping Malls

As a result of the pandemic, shopping malls, the strong position of which on the
Polish market seemed steadfast by 2020, faced an existential threat. The fundamental
problem faced by these facilities was the four-fold ban on commercial activities, which, in
the period from March 2020 to October 2021, lasted almost five months overall (during
that time, only supermarkets, pharmacies and cosmetic shops were allowed to open). The
ban on the operation of catering services on-site lasted even longer, amounting to circa
9 months during whole pandemic period. Entertainment and cultural facilities were also
closed. The limitation of these activities indirectly affected the retail sector, as they are
highly complementary industries. A study of 140 shopping malls comparing attendance
and turnover (per 1 sq m) in the period from January to 15 November 2020 (year-to-date)
showed that the restrictions relating to the pandemic resulted in more significant losses
among shopping malls with extensive entertainment and gastronomic offer rather than
among less specialized facilities [21,74]. All the shopping malls surveyed recorded a decline
in occupancy, the highest drops were experienced by the largest malls (—32.3%), becoming
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slightly smaller in medium-sized malls (—28.1%) and small malls (—26.8%). The decrease
in attendance translated into financial results for tenants. At the end of September 2020, the
average turnover per square meter was slightly higher in the largest malls and amounted to
PLN 588.8, which meant a decrease of 26.5% compared to the corresponding period of 2019.
In medium-sized shopping malls, the average turnover decreased by 22.2% compared to
the previous year (and amounted to PLN 584.5); it decreased in the smallest malls by 26.1%
and amounted to PLN 496.2 (Table 1).

Table 1. Attendance and turnover of shopping malls in January-November 2020 compared to the period January-

November 2019.
Decrease in Attendance Average Turnover per Square Decrease of Turnover per Square
(Compared to 2019) Meter (End of September 2020) Meter Comparing to 2019
The largest shopping malls —32.3% 588.8 zt —26.5%

Medium sized shopping malls

Small shopping malls

—28.1% 584.5 zt —22.2%
—26.8% 496.2 71 —26.1%

Source: [21].

As a result of the pandemic and the introduced sanitary restrictions, customers of
shopping malls significantly shortened their time spent in these facilities. While in January
and February 2020, i.e., before the pandemic outbreak, the average time spent in the gallery
was 68 min, in March this time dropped to 45 min. In the following months customers
gradually extended their time spent in the shopping mall, reaching the pre-pandemic time
of 68 min in June 2020, and reaching 75 min in August and September 2020 [75].

The dramatic deterioration of the conditions for running a business in shopping malls
caused many tenants from retail chains to terminate some of their lease agreements or limit
the size of the space leased. In addition, many tenants began to negotiate new, lower rents
for commercial space leases, as the fees became too high concerning the market conditions
of the economic downturn and an uncertain future. Despite an openness to renegotiating
the contracts in official declarations, the shopping centers’ managements were not always
willing to change the terms. In some cases, conflicts escalated to such a level that the
owners of shopping malls decided to take the measure of illegal seizure of goods against
rent [76]. In May 2020, when shopping malls were first reopened, 20% of commercial
space remained closed due to a lack of agreement between tenants and the owners of
shopping malls as to the content of their lease agreement, the amount of rent paid and the
method of its calculation [77]. Due to the lack of an agreement with the owners, the chain
companies Empik and LPP were the first to terminate the lease agreements, followed by
Lancerto, Kazar, Ochnik, Giacomo Conti and Recman [78], as well as some entrepreneurs
not associated with the networks.

The spring 2020 lockdown caused a decrease in the shopping mall industry revenues
by over PLN 17.5 billion. The Autumn 2020 lockdown led to about PLN 8 billion of lost
turnover. It is assessed that the closure of the economy would contribute to a gap in the
industry’s turnover at the level of over PLN 4 billion. According to a representative of the
Polish Council of Shopping Malls, the owners of these facilities in 2020 achieved revenues
that were lower by over PLN 4.5 billion, which accounted for 45% of the value of their
annual turnover [79].

As a consequence of prolonged lockdowns and problems with tenants, owners of
shopping malls faced significant financial losses and, as a result, problems with the repay-
ment of loans taken for their construction. Shopping malls are usually indebted at the level
of 60-80% of their value, which depends on the capital intensity of their construction and
their adopted business model. According to various estimates, the cost of servicing this
debt ranges from PLN 1.9bn to PLN 3.2bn annually. These expenses, however, do not take
into account the amount of loan principal repayment [80]. According to a representative of
the Polish Council of Shopping Malls, the financial problems of shopping malls will lead to
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difficulties with debt repayment and may even contribute to an imbalance in the stability
of the financial sector in Poland [79].

On 31 March 2020, the Polish government adopted an aid package for entrepreneurs [81],
which also offered some aid to tenants in shopping malls and the owners of gastronomy
entities. Tenants in shopping malls have been temporarily released from the obligation
to pay rent to the owner of those shopping malls under the condition of submitting a
declaration of intention to extend the lease for the prohibition period plus six months, in
accordance with the existing provisions of the contract. Within 3 months of the lockdown
abolition, the tenants could choose either to take advantage of the rent exemption linked
to the contract extension or withdraw from the government’s aid [82]. In this framework,
the obligation to extend the contract constituted compensation for the shopping malls
for the incurred financial losses. The industry representatives criticized the regulations
concerning the state aid for tenants for imprecise provisions and the questionable benefits
of using it. The extension of the lease agreement on terms negotiated before the COVID-19
pandemic, in the face of the decline in occupancy in shopping malls and a significant
economic downturn, was a solution unfavorable for tenants, merely postponing economic
problems without solving them. However, some lawyers pointed out that under Art. 700 of
the Civil Code the tenants may demand a reduction in rent if the income from the business
were to significantly decrease for reasons beyond their control. According to lawyers, three
months guaranteed to consider the possibility of extending lease agreements gave tenants
the time necessary to work out solutions to the problem [82].

In November 2020, representatives of the shopping malls industry drew attention to
the fact that the entire industry needs support; the following methods of assistance were
mentioned: tax and social insurance reliefs and the suspension of loan repayment instal-
ments for tenants and owners of shopping centers. They emphasized that for the survival
of them and their contractors, it would be necessary to abandon further lockdowns [74].
Throughout the pandemic, representatives of shopping centers called for the restoration
of trading Sundays (in 2020, a law limiting the possibility of trading on Sundays to a few
Sundays a year came into force in Poland). According to one of the centers conducting
research on the functioning of the retail industry, a permit to conduct commercial activities
seven days a week would be the cheapest way to support the industry. It would also
increase the safety of buying, as it would reduce the density of customers in stores [21].
Retail Institute estimated that the possibility of trading on Sunday would result in 4%.
increased footfall in stores and a 2% increase in turnover [83].

6.2. Shopping Streets and Its” Future

The crisis of high streets in Poland and abroad has been discussed for a long time
in the literature [2,47,84-93]. Most authors see the main driver of this phenomenon as a
growing competition from modern shopping centers located in downtown areas and e-
commerce development [88,91]. The pandemic created favorable conditions for even more
robust growth of e-commerce at the cost of high streets. Lockdowns were accompanied
by limitations on social mobility, working and studying remotely, decreased number of
business meetings and lunches and a decline in tourist traffic [13,16,17,19]. Moreover,
public space began to be perceived as a potential site of contamination, and therefore a
dangerous space, time spent in which should be minimized. Public space quickly became a
transit space [94].

Initially, the pandemic had a clear negative impact on downtown shopping streets [95].
In the long run, however, it cannot be ruled out that the pandemic will prove to provide a
chance for their recovery. Several lockdowns have shown that commercial activity in shop-
ping centers carries risks that no one had previously anticipated. Losses of entrepreneurs
operating in shopping centers as a result of lockdowns prompted them to diversify distribu-
tion channels, especially in the retail trade and the gastronomy sector [95-98]. Downtown
shopping streets have once again become an attractive alternative to shopping malls. In-
dustry reports forecast the development of new commercial formats that are intimate and
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multi-functional, essentially constituting small shopping malls located on main shopping
streets [96]. The pandemic has proved to have a positive impact on shopping streets in
residential areas. People became accustomed to the pandemic conditions, spending more
time in their place of residence and doing everyday shopping there. This increased the
importance of shops and service outlets located near housing estates [95].

6.3. Development of e-Commerce

The COVID-19 pandemic had a significant and very positive impact on the devel-
opment of the e-commerce distribution channel. However, the speed of development of
this sector during the pandemic was not the same at all times, and different parts of the
sector benefited to different extents [22,99]. The importance of the e-commerce sector in
total retail sales can be estimated on the basis of changes in several indicators: the value
of online sales, the share of e-commerce in total retail sales, the number of people buying
online and the number of online stores. The gross value of goods sold online has grown
steadily since 2017 at a rate of 18%. In 2020, this growth accelerated; its pace amounted
to 35%, and the value of goods sold online reached the value of PLN 83 billion. Industry
reports forecast further systematic growth of the e-commerce sector; its pace will amount
to 12%. When analyzing the share of online sales in total retail sales (Figure 5), one can
observe a clear relationship between successive lockdowns and the value of on-line shop-
ping. Reducing sanitary restrictions and unfreezing the economy resulted in a significant
number of consumers returning to stationary forms of sale. In January 2020, the share of
e-commerce in total retail sales in Poland was 5.6%. During the first lockdown in April
2020, this rate increased to 11.9%. From May to July 2020, the share of Internet sales in total
retail sales in Poland decreased in August 2020 before beginning to grow again, reaching
a share of 11.4% in November 2020, when the government introduced a stricter sanitary
regime and closed shopping malls. In the period January—February 2021, the value of
online sales remained at the peak level of 9% of the value of all retail sales [22].

i1.9 11.4
8.6
SA N

04 02 03 04 05 06 07 08 09 410 11 2l 01 02
2020 : 2024

Figure 5. Online sales share in total retail sales in Poland (%). Source: [22].

The value of e-commerce sales varied depending on the industry (Figure 6). During
the pandemic, in the clothing, bookstore, furniture, electronics and household appliances
sectors, the share of e-commerce sales increased significantly. Internet sales of food were
negligible. It can be noticed that the industries benefitting from the significant online sales
growth prior to the pandemic were also leaders of growth after the COVID-19 outbreak. In
the case of cosmetics, vehicles and parts, food and tobacco, the pandemic did not change
so much. The online sales growth was relatively rapid, though customers predominantly
still preferred to buy these categories stationarily.
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Figure 6. Online sales share in total retail sales in Poland (%), according to industry. Source: [22].

When assessing the scale of the e-commerce market growth under the influence of
the COVID-19 pandemic, it is important not to overlook the role of internet infrastructure
development. In recent years, the access of households to broadband in Poland has
significantly improved, and the share of e-commerce customers followed this pattern
(Figure 7). The chart shows a clear, stable upward trend both in terms of broadband Internet
access and the percentage of people buying online. A particularly rapid increase in both
values was recorded after 2018, when the increase in the number of online buyers amounted
to 6.1 percentage points. In 2020, this percentage increased by another 7 percentage points,
reaching a value of almost 61 percent.
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Figure 7. Access to the Internet and share of people purchasing on-line. Source: [2,20,21].
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According to a study by PricewaterhouseCoopers, almost 85% of Poles, even after the
end of the pandemic, do not plan to reduce the frequency of their online purchases. 10%
of those surveyed intend to increase it, in fact, and 82% of respondents declared that they
would spend the same or more on e-shopping in 2021 compared to their 2020 spending [24].

The increase in the number of online shoppers and the share of online sales in total
retail sales is accompanied by a steady increase in the number of online stores. The upward
trend clearly accelerated after 2018, when 28,900 online stores were operating in Poland. In
2019, the number increased by 7700 to 36,600. In 2020, there were 44,500 stores in Poland,
which was 7900 more than in 2019 [100].

The dynamic increase in the share of trade over the Internet was facilitated by earlier
investments by enterprises from the retail sector in modern technological and logistic
solutions. Some industries, e.g., clothing, treated the development of e-commerce as one
of their development goals even before the pandemic [101]. Administrative restrictions
on stationary sales, as well as changing shopping habits due to the pandemic, made
a large group of customers, e.g., those from older age groups [99], try to do shopping
on the Internet, and stores operating so far only in the traditional channel noticed the
advantage of diversifying their distribution channels [19]. The changes forced by the
pandemic will to some extent become permanent, which is confirmed by the conclusions
of the McKinsey report. According to this, consumers like to stick to new habits that have
worked well [24,27]. In this context, the pandemic only accelerated a process that had
already proceeded long before. It should also be noted that the dynamic development
of the online sales channel did not take place spontaneously; it was favored by, among
others, government agencies. An example of this could be the following social campaign
organized by the state Industry Development Agency: “Bring your company to the Internet.
Earn money on e-commerce”, which was launched in April 2020. The program encouraged
companies to start selling online, as well as providing substantive tips and information
on how to start such an activity. The campaign was supported by the largest e-commerce
platforms in Poland such as OLX and Allegro [102].

7. Discussion and Concluding Remarks

The COVID-19 pandemic constitutes a unique occasion on which to conduct a stress-
test of retail resilience concepts in the lively organism of a city. It delivers a useful frame-
work for analyzing processes occurring in the Polish retail trade. The undertaken research
contributes to these concepts by indicating how the shock of COVID-19 could affect com-
ponents of the urban retail system in ambivalent way as they express different levels of
resilience. Some elements of the system had no problems with adjustments to the shock of
the pandemic, whereas others with more rigid structures had problems with adaptation.

Shopping streets, malls and e-commerce in Poland before the outbreak of the pandemic
were all at different stages of the adaptive cycle. The shock of the COVID-19 pandemic has
changed relations within urban retail systems. It has shaken the position of the dominant
player, i.e., shopping malls [98,103], and has created new development opportunities for
coping with stagnating shopping streets [94-96]. Eventually, the pandemic turned out to
be a booster for e-commerce growth [13,22,99] (Figure 8).
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Figure 8. Adaptive cycle of urban retail system in Poland in 2021. Source: own study.

Before the outbreak of the pandemic, the e-commerce sector in Poland was already at
a stage of growth [20,21,23,24] and its resilience was high. The consequences of COVID-19,
such as lockdowns, reduced mobility of people, social isolation and fear of contagion
risk, only strengthened e-commerce growth [19,22,99]. However, this growth would not
have been possible without the previous investments, prior to the pandemic, of online
stores in logistics, infrastructure and security [19,24,101], as well as the introduction of
new, improved online selling conditions (usually better than in traditional stores) [24].
Among the most important amenities were the offer of quick, cheap or free deliveries
and an extended time for returning the product. These competitive advantages of online
shops during the pandemic led to the emergence of many new entrants on the e-commerce
market [100].

Shopping malls in Poland were the undisputed market leaders in the retail sector until
the COVID-19 pandemic. They were at a growth phase of the adaptive cycle. However,
as this phase approached maturity, new growth problems emerged, constituting deriva-
tives of shopping malls” success. The growing total retail space as a consequence of new
shopping malls” openings [104] increased the competition intensity [105]. Many tenants
in these facilities, in particular small local entrepreneurs, were dissatisfied with the ratio
of profits to rental fees. The lease conditions made it impossible for them to terminate
contracts before the lapse of usually five years from signing [106]. The owners of shopping
malls did not react to the growing dissatisfaction of tenants with selling conditions. The
introduction of the ban on Sunday trade by the Polish government [107-109] and contin-
uous e-commerce competition [24] further aggravated the conditions of shopping mall
tenants. The impact of COVID-19 on shopping malls was clearly negative, mainly due
to temporary forced closure periods and restrictions on gastronomy, culture, sports and
entertainment services, but also due to customer fear of contagion [75,79,80,82,83]. Many
dissatisfied tenants used the pandemic as an excuse to terminate contracts with shopping
malls or negotiate more favorable selling conditions [76-78]. Entrepreneurs who hadn'’t
imagined doing business outside shopping malls after the pandemic noticed the need
for more diversification by selling in high streets and using e-commerce channels [95-97].
The pandemic revealed problems with financial sustainability for the owners of shopping
malls. Their high level of indebtedness exposed the risks of financing them to their banks,
which also significantly limited shopping centers’ flexibility in offering better conditions to
frustrated tenants [79,80].
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It can be stated that the resilience of shopping malls is declining, and that they are
entering a consolidation stage of the adaptive cycle. However, the impact of COVID-19 on
shopping malls differs dependent on the variety of offered services. A new generation of
shopping malls with a wide range of entertainment and gastronomy services, as well as
shopping malls located in downtowns, turned out to be much more vulnerable to the shock
of the COVID-19 pandemic than district shopping malls and those of the older generation
with a simple commercial offer [21,74].

High streets seem to be the weakest link in the urban retail system in Poland. Until the
end of the 1990s, they were in the growth phase, and the number of merchants was dynam-
ically growing. In the following years, competition from shopping malls and e-commerce
grew steadily. The COVID-19 pandemic further decreased the market competitiveness of
high streets, especially in downtown areas [95]. Due to their focus on gastronomy, they
were particularly affected by the counter-pandemic measures, such as home office working
and remote education, lack of business meetings and lack of tourists. On the contrary,
the influence of COVID-19 on shopping streets in residential areas was slightly positive,
with people spending more time at home starting to fulfil their needs in areas located
in their living areas [95]. Before the pandemic outbreak, the shopping streets in Poland
were at a release stage of the adaptive cycle and their resilience was low. In the longer
term, some positive trends are predicted. Many chain stores will move out of shopping
malls and will take into account high streets as a potential location. At the same time, the
trend of the revival shopping streets in residential areas, which has already started, will be
continued [95-97].

The retail resilience concept, which was created after the global financial crisis to
analyze its consequences, has not been developed too intensively since then, though during
the global pandemic it proved its utility once more. It would be therefore valuable to
continue elaborating on this concept, comparing retail resilience in various countries and
looking for sustainable models for the development of retail trade in downtown areas and
shopping streets, and taking into account threats the coming from e-commerce expansion.
Otherwise there is a risk of getting back to the era of crisis for city centers which will
weaken the whole structure of cities. In this way, the pandemic could be a real contagion of
faulty development, which could destabilize cities for decades to come.

The COVID-19 pandemic has highlighted many of the problems cities have faced for
years. They can be marked as the effects of unsustainable development, which increasingly
affects cities and their inhabitants [110,111]. As a result of the pandemic, people began
to consider anew how to organize their lives in cities in order to make those cities more
sustainable and allow their inhabitants to be less exposed to sanitary risks [110].

To ensure the well-being and viability of city dwellers, sustainable retail development
is necessary. This assumes balancing the size structure of retail entities and ensuring equal
access to them for various social groups [32,52-54]. The way to improve the sustainability
of the urban retail system in Poland is to strengthen the importance of high streets, as well
as shopping streets in residential areas. In the discussion on the recovery of high streets, the
need to manage their space as one economic entity, conducting marketing activities aimed
at business and customers is emphasized. As a result, entrepreneurs would like to run
shops along the streets, and customers would like to come there. The literature emphasizes
the need for participatory development of a vision for the development of shopping streets,
reinventing them to meet the needs of customers in the 21st century and to compete with
e-commerce and shopping malls [19,103]. Perhaps the solution to the problem of falling
competitiveness of high streets in Poland would be the introduction of a concept known in
Western Europe as Business Improvement Districts [2].
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