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Abstract: The aim of the research, the results of which are presented in the article, is to discover new
knowledge allowing for the description and design of business models 4.0 using network effects.
In their research, the authors reviewed the literature, carried out desk research and conducted an
analysis of publicly available documents of selected companies from the Cyfrowy Polsat Group. The
results of the study present the possibility of using the network effect in business models 4.0. The
paper develops a framework for business model analysis from the perspective of Industry 4.0. The
presented research will allow for an indication of the possibility of using a business model from
the perspective of Industry 4.0, based on the theory of the network effect in building the value of

network organizations.
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1. Introduction

The authors of this publication have been conducting research in the areas of strate-
gies and business models for many years. Their experiences, and a critical review of the
literature on the subject, show that the lack of business models dedicated to companies
operating in Industry 4.0 is a significant research subject. Business models in new technol-
ogy sectors are an attractive research object for management theorists and practitioners.
This can be seen in the number of scientific papers on business models and in the number
of studies related to the impact of Industry 4.0 on management, as well as in the popu-
larity of this issue in business and industry magazines. While so-called business models
4.0, in terms of technology, are constantly enriched with new solutions, in the field of
social sciences—including management sciences—business models 4.0 require continuous
research [1].

The aim of the article is to discover new knowledge which allows for the description
and design of business models from the perspective of Industry 4.0. In particular, the goal
is to identify business models 4.0 that use the theory of network effects that are specific
to network organizations. It is worth emphasizing that the network effect is integrally
related to the basic goals of the organization’s development, referring to the search for
synergy from combining resources. In the case of the network effect, the benefit of using
a good/service increases with the number of users adopting the same or compatible
good/service [2]. It is worth emphasizing that the use of the network effect fits into the
scope of Industry 4.0 in a special way. Without technology 4.0, it is not possible to achieve
all of the advantages of network effects.

The results presented in the article try to indicate the possibility of using a business
model from in the perspective of Industry 4.0, based on the theory of the network effect in
building the value of network organizations. The analysis will use a case study to illustrate
the logic of operation of this type of model in an organization that has been declaring
network activities for many years.
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The authors were trying to answer the following research questions:

1. Which of the 4.0 technologies build the value of the organization in the business
model and how?

2. How does the business model 4.0 increase the possibilities of achieving network effects?

How have business models in the communication services sector evolved?

4. How does the media group use business model 4.0 to build its value?

@

a. Are there events in the study group from the perspective of events enabling the
identification of BM 4.0 operating on the basis of a network effect?

b.  Isit possible to identify the size of the network effect in BM 4.0 in the stud-
ied group?

C. Is there any relationship between changes in the group’s business model (from the
perspective of the Cyfrowy Polsat Group) and selected stock market indicators?

Empirical research was conducted based on the case study methodology for the
Cyfrowy Polsat Group (The subject of the case study is Cyfrowy Polsat S.A.—company
listed on the Warsaw Stock Exchange (WSE: CPS)). The selection of this group resulted
from the assumption that the capital group operating in the media market and other new
technology markets is subject to pressure from technology 4.0 and it already uses network
effects in its activities. The Cyfrowy Polast Group also operates in the energy, banking,
insurance and real estate sectors. Therefore, the proposed case study of the Cyfrowy Polsat
Group will also serve as a study on the possibility of using the network effect in class 4.0
in the description and understanding of the business model. The study will cover the
following areas: the phase of diagnosis of the surveyed organization from the perspective of
events enabling the identification of the business model under study, the phase of analysis,
assuming the study of the network effect in the Cyfrowy Polsat Group’s business model,
and the phase of assessing and verifying the conclusions obtained through the use of stock
exchange indicators. The choice of the Cyfrowy Polsat Group was also dictated by the fact
that it is great example of the BM 4.0 model, using the network effect in organizations from
the sectors, other than just media services.

In their research, the authors reviewed the literature, carried out desk research, and
conducted an analysis of publicly available documents on selected companies of the
Cyfrowy Polsat Group.

2. Business Models 4.0
2.1. Business Model 4.0 and Value Building

A Business Model (BM) is a concept that has been the subject of considerable research
in management and quality sciences. This research was initiated more widely in the
period of domination in the management of the Resource-Based View theory. This was
in the 1990s and in the first decade of the 21st century [3]. It was then that the following
definition of a business model was created, according to A. Osterwalder and Y. Pigneur:
“A business model describes the rationale of how an organization creates, delivers, and
captures value” [4]. With this definition, the above-mentioned authors named increasing
value as the goal of building a business model. The original value is described from the
customer’s perspective. Admittedly, in their work “An eBusiness model ontology for
modelling eBusiness”, A. Osterwalder and Y. Pigneur tried to consider newer trends in
business, pointing to: “(1) The products and services a firm offers, representing a substantial
value to the customer, and for which he is willing to pay. (2) The infrastructure and the
network of partners that are necessary in order to create value and to maintain a good
customer relationship. (3) The relationship capital the firm creates and maintains with
the customer, in order to satisfy him and to generate sustainable revenues. And last, but
not least, (4) the financial aspects” [5]; however, their definition of the business model has
remained unchanged and is still the most frequently cited.

The business model in its colloquial, entrepreneurial form is a description of the way
a company earns money, while in science it is usually the same as the means of building
value [6,7].
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A. Jabloniski and M. Jabtoniski emphasized several types of business model decompo-
sition and presented almost 40 different definitions of the business models identified in the
literature for the period of 1998-2017, together with the presentation of the main term in
relation to configuration management [8].

The concept of BM has evolved. In the first phase, the value to which BM was sought
was equivalent to gross profit. In turn, in the period of the domination of the Value-Based
Management approach, it was already an economic value, understood as an increase in the
wealth of business owners measured by the increase in the value of shares/stocks. Now,
thanks to the model popularized by A. Osterwalder and Y. Pinquer [4], value is broadly
understood as the utility generated in the company for its stakeholders.

Numerous ways of generating value were identified in economics and management,
and the concept of economic rent is frequently used in the description of these methods.
The most important economic rents indicated in the context of BM include:

e Ricardian rent, i.e., a rent for the right to obtain income from the use of own and
scarce resources;

e  Rent due to the economies of scale and scope that allows for an increase in the economy
of production by increasing the scale of production;
Chamberlin rent, i.e., rent indicating income from taking a monopolistic position;
Schumpeterian rent, i.e., rent that provides the right to benefit from innovation,
especially from disruptive innovation [9,10].

Aside from the aforementioned types of rent, there are also others [11]. Economic rents
used or implied by the Industry 4.0 concept may be of particular interest (Figure 1). Industry 4.0
allows one to achieve, above all, rent due to the economy of scale, with the difference
that, unlike classical production processes, this rent in Industry 4.0 can be achieved thanks
to a much lower profitability threshold (compare with the Blitzscaling theory [12]). In-
dustry 4.0 is also a provider of network effect, long tail effect and Big Data effect (this
is part of the concept widely described in the article “Scalability 4.0 as economic rent in
Industry 4.0” [13]). The model, presented in Figure 1, shows the relationship between
selected Industry 4.0 technologies, elements of the business model, as discussed by A.
Osterwalder and Y. Pigneur (2010), and the methods of value delivery (Value Proposi-
tion, Value Creation, Value Delivery, Value Capture, Value Communication, and Value
Proposition), as well as economic rents, which make up the Scalability 4.0 concept.

Industry 4.0 technology

Industry 4.0 technology Value management The Scalability 4.0 concept

Autonomous robots
Simulation
System integration
loT
Cybersecurity
Cloud Computing
Additive Manufacturing
Augmented Reality
Big Data

Other

Value network Network effect obtained within the
network of suppliers, producers and

Product offering
Service offering
Pricing model

Value Creation

Core competencies . i
Key Resources Value Delivery Economics of scale and experience
| Governance 1 curve

Complementary assets

Distribution channels customers

Value Capture
Target market segments

Long tail effect

Revenue model
Cost structure o Big Data effect
. Value Communication
Profit allocation
Communication channels
Ethos and story

Other Other

Figure 1. The concept of combining technology, BM elements and value proposition; source: own.

In addition to the methods of building the values indicated in Figure 1, in order to
more precisely indicate the features of the business model 4.0, based on Industry 4.0, it is
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worth referring to other business models and characteristics that were created only because
the 4.0 dimension appeared in economy and management.

The analysis of the Industry 4.0 business model should begin with the definition
of revolution 4.0. The research assumed that Industry 4.0 is a set of techniques and
technologies identical to the digital transformation of the economy. The most common
technologies mentioned here are cybersecurity, simulation, augmented reality, system
integration, Internet of Things, additive manufacturing, autonomous robots, Big Data,
artificial intelligence, and cloud computing. The above-mentioned technologies are strictly
engineering categories. Some authors deepen the concept of Industry 4.0, introducing
other tools, issues and concepts that are part of the general domain of the subject, trying
firstly to improve our understanding of it and secondly to link it with topics of interest
on managerial, engineering and information technology level; predominantly, in relation
to resource efficiency, shortening innovation cycles and raising productivity [14]. The
literature on the subject includes research showing that Industry 4.0 also affects changes at
the levels of economy, management systems, as well as cultural and social changes [15]
and others, such as low-cost automation, robotics, 3D printing, smart factory or block
chain [16]. Moreover, it is a necessary tool when it comes to maintaining a competitive
advantage [17,18]. The abovementioned new technologies introduced by Industry 4.0 have
a significant impact on the creation of new and adaptation of existing business models,
e.g., Internet of Things [19], Industrial Internet of Things [20], Cyber-Physical Systems
(CPS) [21,22], Big Data [23]. M. Dobrowolska and L. Knop claim, that “Business model
changes are the expression of companies” hunger for gaining competitive edge and the
effectiveness of operations”. The Industry 4.0 concept has strengthened changes in business
models, especially in relation to the creation of value based on new technologies, options
for creating unique resources, key competencies and treating business models as networks
of mutually dependent activities and processes [24].

The literature overview conducted by D. Ibarra, . Ganzarain and J. Igartua-Lopez [25]
presents the main design principles of the Industry 4.0, challenges to traditional business
models and key challenges to digital transformation in global business. The design prin-
ciples allow companies to investigate a potential transformation towards Industry 4.0
technologies. One of these principles is “interoperability”, which means that machines and
people need to be able to communicate through the Internet of Things or “Real-Time Capa-
bility” when smart factories need to be able to capture, store and analyze data in real time
to make immediate decisions according to new findings. Among the other principles that
the authors have included, there are decentralization, virtualization, service-orientation
and modularity [26]. The main challenges related to traditional BM refer to networking,
customized mass production, low price, local production, fragmentation of the value chain
or the decentralization of production. The authors summarized the main prerequisites
to digital transformation: appropriate work organization, availability of products, new
business models, talented workers, investment in R&D or legal framework.

The Industry 4.0 concept offers opportunities to create new, or redesign, existing
business models based on new products and services and ways to serve clients, fulfill
their needs, as well as improving efficiency and integration across the entire value chain.
Tirabeni emphasizes three main research streams that emerged in their analysis: customer
and service centered business models, integrated and networked business models and
sustainable business models, naming them as Innovative Business Models [27].

The most important effects of implementing technology 4.0 in business, based on the
previously mentioned economic rent, include:

e Reduction in transaction costs for signed contracts; thanks to this, it is possible to
widely implement contractual solutions instead of hierarchical solutions;

e Achieving economies of scale on conditions that are previously unattainable, thanks
to the longtail rule, the possibilities of Big Data and Network Effect [13];

e Simplification of business processes by resigning from intermediaries thanks to
4.0 technologies;



Sustainability 2021, 13, 11570

50f 20

e  Obtaining the effects of the continuous generation of innovation through the use of an
open innovation system [28];

e  Effects of the “the real-time processing and use of big data for consumer research
and marketing, as well as for security purposes, the rapidly growing importance of
millennials as a customer group, the sharing economy, and direct digital customer
contact from companies without intermediaries” [29];

e  Obtaining the effects that are specific to the complexity theory: self-organization,
dependency paths, complex adaptive systems, and the selection context specific to the
complexity theory [30].

From the Industry 4.0 perspective, the business model must be perceived differently.

In the classic canvas model, there was assumed a structural and functional arrangement

of nine business model elements. In the cause-and-effect system, these elements were to

determine the value proposition, but above all, it was the value proposition that was to
influence the shape of these nine elements. In the business model 4.0, the subject of the
analysis is: the network of various connection methods, the effect of servicization, methods
of generating various value streams (standardization in diversity), methods of generating
value based on a uniform communication protocol without transaction costs [31]. It is,
therefore, worth considering such changes in the definition of the business model so that
they better reflect the impact of Industry 4.0.

2.2. Business Model 4.0 Using Network Effects

Business model 4.0 was defined in the previous part of this article. It has features
resulting from the openness of management to 4.0 technologies. To be able to define BM
4.0 additionally using network effects, it is necessary to first adopt a specific definition of
this effect.

The network effect has its origins in the development of telephone services at the
beginning of the 20th century. It was then popularized by the invention of Ethernet and,
for many years, was associated with telecommunication, information and IT infrastructure.
The economic theory of the network effect was advanced significantly from 1985 [2]. There
is not much research conducted on the network effect as the catalyst for a change in the
business models and as a tool to build the competitive advantage. The authors explored
this effect in their previous papers [13,32,33].

Network effect is defined as the phenomenon that the benefit of using a good/service
increases with the number of users adopting the same or compatible good/service [2].
Ch. P. Lin and A. Bhattacherjee (2008) cite M. L. Katz, C. Shapiro, ].M. Gallaugher and
Y.M. Wang “that network effects arise when the utility that consumers derive from the
consumption of a product or service depends on the number of other users of the same
product or service or the availability of complementary products or services that generate
additional value for users of the original product or service” [2,34]. Factors that drive
network effects, such as network size and availability of complementary goods or services,
are called network externalities [35], and products or services exhibiting such effects are
called network goods [36]. There are two types of network externalities: direct and indirect.
“Direct network externalities are based on the number of participants in a given network.
(... ) Asnew participants enter these networks, existing users gain more choice in terms
of trading, communicating, or playing games, and thus gain network utility. In contrast,
indirect network externalities are ancillary benefits accruing to network participants as a
network grows, such as the development of complementary services, standards formation,
and price reduction, but not directly from the number of network participants” [36] (“Since
MIM (Mobile instant messaging) is essentially a communication technology, network
effect should be able to explain the user-perceived values of MIM apps, thus capable of
developing hypotheses herein. That is, users can perceive more value from an MIM app if
more users adopt the same app, because (1) the user can communicate with more peer users
(i.e., the direct network effect), and (2) more value-added features and complementary
offerings will be available from the MIM provider or third-party developers (i.e., the
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indirect network effect). Therefore, if users perceive more network effect from a certain
MIM app, they would perceive more value from that app” [37]). Network externalities
are qualities of certain goods and services that make them more valuable to a user as the
number of users increases [38].

In this form, BM 4.0 using network effects must be composed in such a way that
technologies 4.0 provide it with appropriate feature, specific to Industry 4.0, listed in the
second column (Table 1) and ensure that these features simultaneously positively influence
the creation of the direct and indirect network effects indicated in the third column (Table 1).

Table 1. The concept of combining technology 4.0, BM 4.0 elements, and BM 4.0 plus the network effect.

Technology 4.0

Features of Business Models 4.0 Business Model 4.0 Using Network Effects

Cybersecurity;
Simulation;

Augmented reality;
System integration;
Internet of Things;
Additive manufacturing;
Autonomous robots;

Big Data;

Artificial intelligence;
Cloud computing;

e They must link value streams (merge transactions) by
eliminating all transaction cost drivers;

° They must combine the existing methods of
generating value on the basis of service;

° They must combine in such a way as to ensure the
possibility of generating different streams of values
and, at the same time, customizing;

e They must combine different methods of generating
value based on a uniform communication protocol;

° They must generate value across the entire
ecosystem;

° They enable the achievement of economies of scale at
a lower level thanks to 4.0 technologies;

. They enable the achievement of the effects of
continuous innovation generation through the use of
an open innovation system;

. They enable the achievement of the effect of the
real-time processing type, and the use of big data for
consumer research and marketing;

° They enable the achievement of SaaS class effects,
sharing economy, or ride sharing.

. Direct network effect occurs when a
user’s benefits result directly from the
number of users of a particular product
or service [36].

. Indirect network effect occurs when the
benefits of using the main product come
from the availability of complementary
products [36].

Source: own.

The analysis (Table 1) shows that direct effects are possible mainly due to the elimi-
nation of transaction costs, the service of the methods of generating value, ensuring the
possibility of generating various value streams and customizing, working in the ecosystem,
and having a uniform communication protocol. In turn, indirect effects are achieved thanks
to the economy of scale, building sharing economy platforms [39], building ride-sharing
platforms [40], creating SaaS sales models, achieving real-time processing, and applying
the principle of service and the classic principle of operational synergy.

The network effect can also be obtained in the course of the development strategy
through mergers and acquisitions. By focusing on making further acquisitions, the com-
pany, on the one hand, is constantly growing its customer base. On the other hand, by
diversifying its portfolio of services and products, it allows for taking advantage of the
so-called cross-selling actions, penetrating the customer base even more. The literature
review conducted by Ch. Oberg on the network literature on Mé&As showed that research
either focuses on the M&A parties or refers to M&A effects on business partners and
several papers are conceptual, arguing that “M&A effects on business relationships is an
unexplored area” [41].

2.3. Evolution of Business Models in the Communication Services Sector
There are four main types of business models in the Communication Services sector.
They are the following businesses:

e  Subscription: the company sells products without advertising;
e  Advertising: the product is delivered for free, but is linked with advertising;
e  Mixed: subscription and advertising models operate simultaneously;
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e  Dual: there are two products—one with fewer ads and better content, and the other
with worse content and more ads [42].

The United States can be mentioned as an example of the evolution of classic business
models for the Communication Services sector companies, where the revenue streams of
traditional Media and Entertainment corporations were based mainly on advertising until
the end of the 20th century, additionally focusing on profit and dividends for shareholders
(value in the meaning of gross profit). However, this has changed with the development of
the ICT industry, especially the Internet. As vividly seen in Table 2. The model switched
drastically towards digital. It was then that Internet advertisers, such as Google, AOL,
and Yahoo, appeared on the Communication Services market. These companies began
to offer their services for free, taking advantage of the low-cost benefits of the Internet
as well as technological development, basing their revenues on mass advertisers. It was
the beginning of the first revolution on this market. To this day, the Internet is the basic
determinant of technology development in this area. Due to the pressure of the Internet, the
traditional sectors that rely mainly on open access advertising, in particular the press, radio,
and television, have been most affected by the changes. Overall, print newspapers and
magazines, alongside with broadcast in radio and televisions ads market share declined
by almost threefold within the last 20 years. Their share was taken by constantly growing
online media presence [43].

Additional acceleration was caused by the digital revolution and the emergence of
new types of Communication Services companies: companies operating as social networks
(Facebook or Twitter) and companies that are social and information services (Buzzfeed),
which began to take over the advertising market share. The next stage is the emergence of
streaming technology and mobile devices. Here, there is also perceptible influence of the
increasingly popular revolution 4.0 services, based on the subscription model (Netflix or
Spotify). These companies offer services on integrated platforms combining an increasing
number of functions. The next stage will most likely be companies providing customized
content and advertising services using selected 4.0 technologies outside the Internet (Al,
Internet of Things, Augmented Reality, Big Data).

Table 2. Business models in the Communication Services sector on selected examples.

Company Name The Company’s Business Model Sector the Year the Company Was Founded
New York Times Mixed media/press 1922
NBC Mixed media/TV 1926
CBS Mixed media/TV 1927
ABC Mixed media/TV 1943
HBO Subscription media/TV 1972
AOL Advertising ICT/internet 1985
Google Adpvertising ICT/internet 1988
Yahoo Advertising ICT/internet 1994
Netflix (DVD) Subscription ICT/TV 1997
Metro Advertising media/press 1999
Pandora Dual ICT/radio 2000
Facebook Advertising ICT/internet 2004
Huffington Post Advertising ICT/internet 2005
YouTube Adpvertising ICT/TV 2005
Spotify Dual ICT/radio 2006
Buzzfeed Adpvertising ICT/internet 2006
Netflix (streaming) Subscription ICT/TV 2007
YouTube (Premium) Subscription ICT/TV 2018

Source: own.
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Changes in the BM of companies from the Communication Services sector resulted
in pressure from traditional Communication Services companies and their search for new
business models, as well as better reaching the consumer with their content or starting
more dedicated advertising activities [44]. This led to the development of completely new
business models referring to the proposals contained in Section 2.1. This will particularly
apply to models using network effects. Therefore, the market in which the Communication
Services sector companies operate must consider models referring to service, combining
different value streams and value streams based on a uniform communication protocol,
to generate value across the entire network of network effects, to innovation, and to other
benefits of complexity theory.

3. Research Procedure

The research procedure proposed in this work is based on the classic case study
method [45]. The case study is a research method that allows for identifying the tested
object, taking into account, e.g., cause and effect events. It is a qualitative research method.
Its main goal is to understand the given phenomenon—in this case, to learn about BM
4.0 using network effects. This will provide the basis for generalizing the results of the
research on Cyfrowy Polsat Group to the level of general knowledge. This is unique case
and company on the polish market. In these cases, where there are no other cases available
for replication, the researcher can adopt the single-case design [46,47].

The choice of Cyfrowy Polsat Group for the case study analysis was dictated by the
assumption that the group operating on the Communication Services market, which is
heavily explored by technology and technology 4.0, probably leverages the network effect
in its value-building strategy. Cyfrowy Polsat is a group that is at the forefront of many
new business solutions in the Communication Services sector and is a leader in terms of
innovation and speed of adapting to new operating conditions. The group is also making
strides in the ICT sector. Due to the frequent mergers and acquisitions, scale of operations,
and business innovations based on the network effect, the group was selected to help
discover ways to describe and design business models in the Industry 4.0 perspective.

The study of this capital group, and more precisely the study of BM 4.0 used by this
group, will enable the expansion of knowledge in the field of business models based on the
network effect characteristic of companies operating in Industry 4.0. The study will include:

e Diagnosis of the studied group from the perspective of events which enable the
identification of BM 4.0 operating on the basis of a network effect (mergers, acquisi-
tions, significant decisions regarding internal development); use of desk research and
white interviews;

e  Analysis assuming the identification and analysis of the size of the network effect in
BM 4.0 in the study group; use of desk research;

e Assessment and verification of the obtained information using an analytical tech-
nique based on the study between changes in the group’s business model (from the
perspective of the Cyfrowy Polsat Group) and selected stock market indicators;

The survey was conducted in the first half of 2020. The following literature databases
were used in the study: Scopus, Science Direct, JSTOR and Google Scholar.

4. Results of Own Research of a 4.0 Class Business Model Using Network
Effects—Cyfrowy Polsat Group Case Study

Cyfrowy Polsat Group is currently the biggest media/ICT conglomerate in Poland.
Established in 1992 as a Polish commercial TV station, it developed between 1999-2003 to
create Cyfrowy Polsat—a satellite TV platform. Cyfrowy Polsat offers broadcast satellite
subscription television services in Eastern and Central Europe. The company offers a
variety of television and radio channels and distributes signal decoders. Since 2013,
Cyfrowy Polsat has been listed on the Polish Warsaw Stock Exchange, while the majority
of ownership still belongs to its first owner—Zygmunt Solorz-Zak (Zygmunt Solorz-Zak’s
holding as of 02.01.2021—56.95%). The year 2009 was used as a baseline year for the
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analysis due to the substantial growth of the company, and the public availability of the
data. Since then, Cyfrowy Polsat Group has also been exceptionally active in the mergers
and acquisitions market, growing mostly through programmatic takeovers of companies
from media, ICT, and energy/sustainability sectors [48]. This was in line with its strategy
of distributing the content on the widest possible scale, using the most modern devices
and technologies.

An in-depth analysis of press releases, company notes and commentaries allowed us to
identify key reasons for M&A activities, which prove the systematic realization of network
effects, and the combination and creation of different value streams and innovations,
aligned with the BM 4.0. strategic approach. Among the core business premises of Cyfrowy
Polsat’'s M&A activities are:

Client base expansion;

Sales channels expansion;
Operational and financial synergy;
Market consolidation;

Product portfolio diversification;

Economies of scale.

New resources acquisition;

Each element was outlined in the Table 3 below, alongside the type of transaction,
value, shares acquired and key assets/client base captured.

Table 3. M&A activity of Cyfrowy Polsat S.A. between 2009-2020.

Transaction

Date of Final Tareet Value (mln Shares Shares Before Business R n Client Base/Key Assets
Agreement arge BS;D) Bought (%) Transaction (%) usiness Keaso Captured
Client base expansion, product
2009 Sferia S.A. 14.79 1 0 portfolio diversification (Sferia SA 00 B2C and 27 thousand
. . B2B clients
is an Internet provider)
Over 200 brick and mortar
2010 mPunkt Polska S.A. N/A 100 0 Sales channels expansion stores and locations in
150 cities
2011 Telewizja Polsat Sp. 1301 100 0 Operational and fma‘naa_l synergy, TV Station, shows, brand
Z 0.0. market consolidation
INFO-TV-FM Sp. z Operational and financial synergy, Radio and TV frequency
2011 9.24 61.23 0 f PP .
0.0. product portfolio diversification acquisition
Market consolidation, economics
2012 Ipla 47.95 100 0 of scale, product portfolio 1.4 million active users
diversification
2013 Polskie Media 99 100 0 Operational and financial synergy, Books and newspaper
Amer.com S.A. market consolidation publishing group
Operational and financial synergy,
2014 Metelem Holding 180.91 83.77 0 market cons.ohdatlon, economics 8 million new users
Co. Ltd. of scale, client base expansion,
product portfolio diversification
Operational and financial synergy, 8 million n
Metelem Holding market consolidation, economics onnew
2014 303.95 16.23 0 . . users—transaction
Co. Ltd. of scale, client base expansion, N
S PP completion
product portfolio diversification
Operatora and fnarca 9res). it e
2014 Polkomtel Sp. z o.0. N/A 100 0 . ! ; users—transaction
of scale, client base expansion, completion
product portfolio diversification p
2015 Muzo fm Sp. z 0.0. 13 100 0 Product portfolio diversification 400 thousgnd daily listeners,
radio frequency
Market consolidation, sales 1.4 million active
2015 Redefine Sp. z o.0. N/A 100 0 channels expansion, product users—transaction
portfolio diversification completion
Operational and financial synergy, S
2016 Litenite Ltd. 197.3 100 0 economics of scale, market Acquisition apd debt
P cancellation
consolidation
Operational and financial synergy,
2016 Midas S.A. 81.74 27.24 65.99 economics of scale, market LTE frequency acquisition

consolidation
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Table 3. Cont.

Transaction

Date of Final Tareet Value (mln Shares Shares Before Business Reason Client Base/Key Assets
Agreement 8 USD) Bought (%) Transaction (%) Captured
Operational and financial synergy, LTE frequency
2016 Midas S.A. 20.53 6.76 93.24 economics of scale, market acquisition—transaction
consolidation completion
LTE frequency
2016 Netshare Sp. z o.0. N/A 100 0 Operational and financial synergy acquisition—transaction
completion
Operational and financial synergy, 1.4 million active
2017 Fileme 1,2,3,4 AB N/A 199 0 sales channels expansion, product users—transaction
portfolio diversification completion
Client base expansion, product ac 1i:1it1ilcﬁlosn s&:?g(l))g soef the
2018 Netia S.A. 195.04 33 0 portfolio diversification, bqu b ., li .
operational and financial synergy iggest business clients in
P Poland
1 million client base
Client base expansion, product acquisitions, over 800 of the
2018 Netia S.A. N/A 33 0 portfolio diversification, market biggest business clients in
consolidation Poland—transaction
completion
El Sport Product portfolio diversification, 2 milli " .
2018 even oports 44.58 50 0 operational and financial synergy, uition active paying users
Network Sp. z o0.0. . . and subscribers, licenses
client base expansion
. . X . 77 debt portfolios, worth over
2019 Vindix Sp. z o.o0. N/A 0 0 Operational and financial synergy PLN 90 million
2019 Asseco Poland S.A. 312.05 21.95 1.05 Operational and financial synergy ICT software development
company and know-how
Product portfolio diversification, Solar panels and LED light
2020 Alledo Sp. z o.0. N/A 0 0 new resources acquisition, producer and know-how;
operational and financial synergy cross /up-sell opportunities
Grupa Interia PL S Product portfolio diversification,
2020 P 20.0 P- N/A 100 0 operational and financial synergy, 16 million daily active users
e market consolidation
New resources acquisition,
2020 Bcast Inc 1.66 69 0 operational and financial synergy, ICT software development
. company and know-how
economics of scale
Operational an'd ﬁr}anaa} synergy, 16 million daily active
. market consolidation, client base .
2020 Interia.pl N/A 100 0 . . users—transaction
expansion, product portfolio completion
diversification p
Spektrum TV New resources acquisition,
2020 Kozep- Europai N/A 50.52 49.48 operational and financial synergy, TV Channels and shows

Musorkes zito zrt

economics of scale, market
consolidation

Source: own, based on press releases, company reports.

As seen above, Cyfrowy Polsat Group consecutively expanded its client base, ensuring
the acquisition of core assets, enabling horizontal and vertical integration. For instance,
the acquisition of the Ipla.tv on-demand streaming platform, previously a satellite-based
TV service, moved towards digital to strengthen the market position of Cyfrowy Polsat as
an aggregator and content distributor. Another example is the acquisition of Polkomtel
or Netia—Telco and broadband providers, allowing Polsat to obtain synergy effects from
convergent offerings to their B2C clients, i.e., TV, Internet and phone in one bundle. Those
acquisitions significantly expanded its customer base. In 2020, Cyfrowy Polsat Group
had around 17 m regular users or clients, of which 25-30% are so-called “multiplay”
clients, using more than two products at once [49]. The monetization of acquired client
base, supported with 4.0 technologies, enables Cyfrowy Polsat Group’s growth, despite
the relatively low dynamics of the media industry trajectory. Another example is the
acquisition of Vindix, a debt collection company—instead of selling unprofitable clients to
other companies, Cyfrowy Polsat Group can manage the liabilities of their clients more
easily and efficiently. Until 2020, Cyfrowy Polsat Group had held an established position
on Telco, TV and radio market; however, digital media content had not been penetrated.
By acquiring Interia, Cyfrowy Polsat integrated vertically, and has every type of media
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company in their portfolio. Cyfrowy Polsat Group also moved towards becoming the first
integrated media devices company, as they also operate in the utilities and energy sector.
Cyfrowy Polsat Group bought Alledo—light and photovoltaic energy producer—and ZE
PAK—lignite power plant energy producer. As evidenced above, Cyfrowy Polsat Group’s
strategy has remained unchanged for the last 10 years. Through mergers and acquisitions,
at the beginning it established a large group of customers in the Polish market. Then,
it moved into portfolio diversification and offered its clients more and more complex
products and services, deriving from the achieved network effect. This was also often
communicated by management in the press releases, justifying the acquisitions.

The company board confirms this strategy, especially after the acquisition of Polkomtel
(Plus GSM), when KPI reporting has changed. Instead of reporting basic average revenue
per user numbers, as most subscription-based companies do, Cyfrowy Polsat Group started
to focus on revenue-generating unit saturation, which meant how many active services
one client has. Between Q1 2018 and Q3 2020 (last reported period), the RPU grew by 13%
to 2.72 points, proving that the strategy of leveraging effects of scale, monetizing the client
base, and diversifying product portfolio works [50].

Moreover, when announcing new acquisitions, the Cyfrowy Polsat board commu-
nicates the operational and financial synergy externalities, presenting a conscious under-
standing of its multi-level BM 4.0 strategy. During the acquisition of Netia, a broadband
provider, Cyfrowy Polsat published: “the synergy effects of the acquisition for revenue,
costs, CAPEX are estimated at 800 million of PLN between 2018 and 2023” [49].

Another example of network rent realization is the acquisition of Interia. From the user
perspective, the ads for Polsat TV shows are displayed as pop-up ads on Interia, delivered
over the Netia fiber-optic Internet; clients see shows on Polkomtel provided smartphones
through Ipla or Cyfrowy Polsat satellite TV, while also receiving an opportunity to install
solar panels on their roofs. Average revenue per user of the whole group grows by 5-7%
yearly and is one of the key performance indicators reported by the group.

Among M&A, we can also find examples of buying new technology 4.0 businesses.
These are i.a. acquisitions of Lltenite LTD., Midas S.A., NetShare sp. z 0.0., Vindix sp.z
0.0., Asseco, Bcast Inc. According to the owners’ declarations (reports for shareholders),
these acquisitions had an impact on reducing transaction costs (minimizing), accelerating
customer service processes, increasing the use of Alin reducing human work and increasing
the speed of customization of services and building scalable customer service systems.
It is also worth emphasizing that, in the strategies of M&A, Cyfrowy Polsat S.A. tries
to take over businesses with mature business models (Ipla, Netia S.A., Polkomtel S.A.)
and advanced technology. Among the group’s recent acquisitions, there are no insolvent
businesses or companies that do not add a certain value in the field of technology.

The analysis, explained in details in Table 4., was carried out independently for years
2015-2019 as this period was the only one fully available due to the change in IFRS 15—
Revenue from Contracts with Customers reporting standards. In general, Cyfrowy Polsat
manages to retain over 30% EBITDA margins throughout the years, despite their constant
decline of 15%. Despite worsening sector profitability, revenue per client increased by
30% from PLN 194.78 to 253.49, while subscription client base remained relatively flat,
increasing by only 1%. If we take under the consideration that Cyfrowy Polsat lies in the
intersection of ICT/Media business and competes with other TV broadcasters and Telco
operators, Cyfrowy Polsat stays strong in benchmark comparisons. The group’s biggest
private competitor in the TV sector is the TVN Group, which regularly publishes negative
bottom-line reports, while Polsat maintains at least 10% profit throughout the years. When
it comes to Telco operators, the market is consolidated between four players: T-Mobile,
P4, Orange, and Polkomtel (Plus) belonging to Cyfrowy Polsat. According to the Office of
Electronic Communications in Poland, the market shares changed due to strong pressure
from T-Mobile, and Orange, but Polkomtel managed to retain most of its customers base,
while P4 suffered the most. As seen in Table 5. Polkomtel network, belonging to Cyfrowy
Polsat, still remains stable telecom market shares, despite strong market competition.
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Table 4. Financial and KPI results of Cyfrowy Polsat between Q1 2015 and Q4 2019.

Quarter and Subscription Revenue (bn Net Profit (mln  EBIDTA (mln EBITDA Revenue per
Year Clients (mln) PLN) PLN) PLN) Margin Client (PLN)
1Q2015 11.957 2.329 170.9 896.6 38.50% 194.78
2Q2015 11.933 2.469 305 977 39.60% 206.91
3Q2015 11.939 2.415 502.5 930 38.50% 202.28
402015 11.934 2.61 186 891 33.80% 218.70
1Q2016 11.936 2.364 179 846 35.80% 198.06
2Q2016 11.971 2.443 231 935 38.30% 204.08
3Q2016 11.822 211 270 957 40.10% 178.48
402016 11.679 2.535 342 902 35.60% 217.06
1Q2017 11.382 2.389 271 929 38.90% 209.89
2Q2017 11.381 2.47 282 964 39.00% 217.03
3Q2017 11.464 2.391 235 851 35.60% 208.57
402017 11.498 2.579 157 873 33.90% 224.30
1Q2018 11.52 2.346 292 890 37.90% 203.65
2Q2018 11.611 2.603 231 946 36.10% 224.18
3Q2018 11.723 2.735 227 920 33.60% 233.30
402018 11.712 3.002 66.1 941 31.40% 256.32
1Q2019 11.752 2.792 300 1038 38.20% 237.58
2Q2019 11.913 2.923 269 1076 36.80% 245.36
3Q2019 12.09 2.892 236.5 1021 35.30% 239.21
402019 12.107 3.069 3119 1062 32.70% 253.49

Source: own elaboration based on company reports, only for fully available years with new IFRS 15 reporting standards.

Table 5. Share of mobile phone operators based on revenue generated in Poland in 2018 and 2020.

Revenue 2018 2020 Change (p.p.)
T-Mobile 21.10% 24.30% 3.20 p.p.
P4 26.10% 20.20% —5.90 p.p.
Polkomtel 25.10% 24.90% —0.20 p.p.
Orange 24.50% 28.30% 3.80 p.p.

Accessed on 2 September 2021; Source: Office of Electronic Communication.

Cyfrowy Polsat as a group needs to utilize network-based strategy as the communi-
cations sector is already saturated. In 2020, the penetration rate of phones and internet
connection consecutively reached 140% and 90% leaving limited opportunity for growth
(Office of Electronic Communication). Similarly, the infrastructure costs, mostly due to data
consumption and 5G investments, increased by 55%. The Polish IT Chamber projections
suggest exponential 5-7x growth, creating stronger cost pressure on providers.

When it comes to prices, we observe a pricing pressure on Polish peers. For instance, a
US or Western European citizen pays more for data charges, and rarely enjoys an unlimited
data plan, while in Poland this is part of the regular packaging. Annual revenue per user
decreased at —24% CAGR between 2015-2020; however, the bundled offerings began to be
far more important, and they are the main revenue drivers for both Cyfrowy Polsat and
Orange. In fact, these two players changed their reporting to emphasize the importance of
bundle sales model, in which one customer receives a multiproduct offering: from fiber,
through TV, ending with a telephone plan for a four-person family. As seen in the Figure 2
below, we observe over 5-7 x revenue differences between one offering and convergent
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ones. This allows for retaining profitability as customer acquisition cost remains similar in
any case.
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Figure 2. Average monthly revenue per user from bundled telecommunication services (ARPU) in
Poland from 2018 to 2020. Source: Office of Electronic Communication.

This proves that network effects were leveraged to fully monetize the customer base,
which otherwise would remain stagnant. By acquiring new companies, the Cyfrowy Polsat
Group manages to increase its client base, overcoming organic growth obstacles, and
realizing synergies of cross/up-sell opportunities within product portfolio.

In 2019, the Cyfrowy Polsat Group bought a minority stake in Asseco Poland. It
was a signal to the market, that the Group was looking for solutions to strengthen its
IT infrastructure. For the Cyfrowy Polsat, Asseco started to be the main technological
partner supporting the development and maintenance of IT systems. The commercializa-
tion of 5G networks, artificial intelligence used for customer data analytics 4.0 industry,
cyber security or big data are just a few examples of areas where both companies could
achieve synergy. On top of that, Asseco is a leading software hub in Poland, being the key
technological partner of Cyfrowy Polsat. Despite the purchase of only 21.95% of Asseco
shares, it was the second largest investment of Cyfrowy Polsat (USD 312.05 million) which
clearly emphasized the strategic importance of this investment. Investment in Asseco
was important because of two aspects: creating a technological advantage, and to capture
value. Previously, Asseco was key technological partner of the biggest Telco competitor,
Orange Polska. According to Rafal Kozlowski, VP of Asseco: “The most important part is
to increase level of customer service. The 5G aspects are the next technological challenges,
which are currently analyze” [51].

Thanks to its intense M&A activity on the Polish market, the Cyfrowy Polsat Group
acquired entities from various areas of activity: broadcasting and production of televi-
sion, Internet media, telecommunications, pay TV, online video and integrated services.
Although they coincide, the key factor for Cyfrowy Polsat Group was the effective and
efficient integration of the acquired resources in order to search for the synergy effect that
would guarantee the creation of added value, primarily for its shareholders. Cardiam
et al. emphasized that resource integration is an embedded process of matching (fitting
of available resources and primarily concerns interaction), resourcing (resource creation,
integration and resistance removal) and valuing (assessment of value in the social context,
the determination of positive or negative outcomes from the enactment of resourcing) [52].
Those concepts have been seen in Cyfrowy Polsat Group’s successful strategy: precise
assessment of the potential target of the acquisition (Metelem Holding), creation of the
new content (Telewizja Polsat), its further distribution through the distribution channels
(mPunkt Polska or Ipla), supported by constant resource development (Asseco Poland).
The measurable effect of this success is reflected in its the share price.

Since its IPO in 2013, the Cyfrowy Polsat stock price grew from PLN 17 to PLN 29,
maintaining healthy profitability, and stable growth rates, outpacing the WIG stock index
by 72% within the last ten years, which was presented in the Figure 3. The Beta coefficient
of Cyfrowy Polsat S.A. to WiG for the last 10 years is 0.843 according to the financial
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data published in the Company’s reports. A beta coefficient can measure the volatility of
an individual stock compared to the systematic risk of the entire market. A beta value
that is less than 1.0 means that the security is theoretically less volatile than the market.
Including this stock in a portfolio makes it less risky than the same portfolio without the
stock. The outperformance is especially visible from early 2013 when Cyfrowy Polsat
started to regularly acquire other companies, realizing its programmatic M&A strategy.
The group is also a main vehicle of wealth growth for main owner, Zygmunt Solorz-Zak,

who is consecutively the richest Pole, in various rankings.
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Figure 3. Cyfrowy Polsat stocks performance vs. main Warsaw Stock Index (WIG) vs. M&A activity of Cyfrowy Polsat S.A.,
between 30.11.2010 and 30.11.2020. The baseline is 100%; Source: own elaboration based on stooq.pl.

5. Conclusions and Discussion of the Results

The aim of the study, the results of which are presented in this article, was to indicate
the possibilities of using a business model from the perspective of Industry 4.0 based on
the theory of the network effect in building the value of network organizations.

The main objective of the study, the results of which are presented in the article, was
to indicate the possibility of using a business model from the perspective of Industry 4.0
based on the theory of the network effect in building the value of network organizations.
It is worth emphasizing that the network effect was first used by Jeffrey Rohfls. He
investigated the telecommunication sector. The utility that a subscriber derives from a
communications service increases as others join the system. He conducted his research in
the 1970s. A lot has changed since then. Mainly due to the development of technology, the
network effect can also be found in other sectors. However, a completely new impetus
was given by the development of Industry 4.0, thanks to which possibilities of creating
network effects apply to most sectors [53]. The conducted research allows one to conclude
that, especially 4.0 technologies, such as Al, Cloud Computing, big data and IoT have an
impact on the shaping of a new business model in the telecommunication sector (the first
research question). The new model offers qualitatively different possibilities of achieving
the network effect without incurring excessive transaction costs and with new possibilities
of building economies of scale. The impact on the reduction, elimination of transaction
costs and new possibilities of model scalability are the main features of the method of
increasing the possibility of obtaining network effects (second research question). Thanks
to business models 4.0, organizations in the telecommunication sector can (as was shown
in the case study) move from a classic subscription business model to a model based on
the network effect [53]. In the future, the development of this model will be a business
model containing the features of the business ecosystem [54] with elements of complexity
theory [55]. G. Parker, who in his research proves that “platform ecosystems rely on
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economies of scale, data-driven economies of scope, high quality algorithmic systems, and
strong network effects that typically promote winner-take-most markets” [56].

The presented case of a media group with its M&A confirms that 4.0 technologies
implemented in the business model can change not only quantitatively (the number of
customers), but also qualitatively (new monetization schemes—the way of operation).

The results of the study of a class 4.0 business model using network effects presented
in the article meet the requirements for the study. It presents the way technology 4.0
influences building the value characteristic of business models and the impact of these
categories on the possibility of using direct and indirect network effects. The case report of
the Cyfrowy Polsat Group contained in the article helps to facilitate an understanding of the
mechanisms of this impact by identifying the key direct effects of the relationship between
building value and the increase in the number of customers, the value measured by the size
of the markets served. The results of the study carried out in accordance with the case study
method can be generalized only to cases with similar properties. This is a fundamental
limitation of the case study. Nevertheless, the analyzes and prepared conclusions allow us
to confirm the usefulness of researching business models that refer to the concept of the
network effect and are technologically supported by innovations from Industry 4.0. The
research used the analysis of the IFRS index is characteristic of organizations providing
services to clients and groups of clients and measuring the effectiveness of management
in this type of activities. Of course, the authors know the limitations of this indicator.
Nevertheless, in the situation of the network effect analysis, it is important to include
the entire effect of interactions, and the continuous analysis is able to strengthen the
credibility of the result obtained. To some extent, the conclusion of the authors of the study
is confirmed by comparing the company’s results with the general stock market trend. In
subsequent studies, it is worth subjecting the rigors of the research method to a wider
representation of companies, also in other sectors, and in this way to comprehensively
check the usefulness of 4.0 business models based on the concept of the network effect.

The presented case study also allows for the indication of the formation of indirect
effects resulting from the use of SaaS services, sharing economy platforms, and ride
sharing platforms. Acquisitions of companies increasing the possibilities of servicing IT
infrastructure is an opportunity to ensure in the long term an increase in the number
of serviced customers at a lower transaction cost [57]. The indicated example can also
be treated as a form of organizational synergy analysis [58]. It is also an example of
focusing on building an organization focused on meeting the needs of a diverse group of
stakeholders [59].

Rebound changes in the Cyfrowy Polsat group “we want to be the leader of the
entertainment and telecommunications market in Poland, we want to do so using the best
and most modern technologies in order to provide high-quality integrated services, and
the overriding goal of our strategy is sustainable, long-term value growth” [60] indicate a
consistent strategy of building value based on an increase in the number of customers and
an increase in Revenue from Contracts with Customers.

In the communication services sector, the network effect has been the main motive
of integration for many years. However, it was not called a network effect, and was
often referred to as a strategy of building new markets [61], a strategy of horizontal
diversification, strategies of resource diversification [62,63]. This was mainly the case
of earlier research. Analyzing very broadly, it was mainly a problem of some kind of
diversification. In this way, the building of this type of organization in industry analysis
and resource-based management was analyzed. In these approaches to the strategy, the
main emphasis was on building the organization’s revenues by increasing market shares
or increasing the value of the organization as a result of M&A itself. Only the network
school in strategic management pointed to other possibilities of building the value of the
organization, emphasizing the relational resources of various groups of stakeholders and
their impact on building specific feedbacks in the system of supporting income streams.



Sustainability 2021, 13, 11570

16 of 20

The next stage, symbolically marked in this article, will be an attempt to interpret network
effects as the basis for shaping the ecosystems of an organization [64].

The theory of business models and the development of 4.0 technologies providing the
basis for the definition of new 4.0 business models (as presented in the case of Cyfrowy
Polsat in the Figure 4), in the opinion of the authors of the article, confirmed by the literature
research and case study analysis, will probably be the main factor accelerating the transition
to the interpretation of network as the basis for shaping management ecosystems in the
spirit of complexity theory.

Changes in the perception of the network effect in management evolve similarly to the
already historic outsourcing. Both of these categories first appeared in informatic sciences
and only later were adopted by management sciences. Similarly, it has also evolved in the
management as the concept of economic platforms [65].

It also emphasized the importance of the value creation from the resource integration
in and resource interaction across the Cyfrowy Polsat Group’s. The efficient integration
of the resources acquired through many of its M&As was crucial to meet shareholder’s
high expectation. Its strategy clearly represents some of the key concepts of the Resource
Interaction Approach, described by Baraldi et al. as channelling the newly acquired services
through the same interface, resource combinations across the Group’s entities, innovations
and technical developments [66].

Meta network of Network Effects for Cyfrowy Polsat
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Figure 4. Meta network of network effects for Cyfrowy Polsat; source: own.

It is worth mentioning also that further acquisitions and building network with users
and product and services will have impact on network effect. Network effect, in this case,
is measured by IFRS 15—Revenue from Contracts with Customers. This metric, according
to the authors, may be a good indicator to show the potential advancement of the network
effect in a given organization. In this case, if the Contracts with Customers indicator is
growing in the proper period, that can mean that the network effect is stronger, and it is
more intense. This indicator is most often used in analyses of organizations that build
value by adding new customer groups (M&A) and by adding new services or products for
existing customer groups (also through M&A).

Of course, the increase in value in the organization may be the result of many factors,
dependent and independent of the company. However, the purpose of the study presented
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in this article was for those factors that were associated with the expansion of the customer
base and the increase in Revenue from Contracts with Customers. The results obtained for
the studied group should be treated as reliable, not only because the data were obtained
from public documents of the organization and processed in accordance with the logic of
this indicator, but also because they are consistent with the strategic goals and strategic
motives of the by them M&A.

The presented model does not exhaust all the possibilities of the impact of technology
4.0 on the nature of the business model, nor does it exhaust all possible variants of network
business models. However, it is noteworthy that class 4.0 solutions allow for building new
and more efficient business models, and often also lead to a change in the general concept
of running a business.

As presented within the case study, by leveraging 4.0 business models, including SaaS,
sharing economy, and IT infrastructure, alongside with increased volume of clients served,
the Cyfrowy Polsat Group realizes a network rent. The company does it mostly through
programmatic M&As of selected ICT/media companies, which complement their business
model. With that, Cyfrowy Polsat Group monetizes its otherwise-stagnant subscription
customers base by adding more connections of products towards customers. Moreover,
it does this despite worsening conditions, constantly outperforming the market. It uses a
similar integration strategy as a top technology company in the world, including Alphabet
(Google), Amazon or Facebook. In this sense, it is an outstanding example of modern BM
4.0 within Central Eastern Europe.

The obtained results can be the basis for changes in the management of organizations.
If indeed the transaction costs in the business model 4.0 using network effects can be
reduced to zero, then hierarchical organizations so far dominant in management will be in-
effective and will lose competition with organizations built on contracts. Then, it will also
be possible to fully use the theory of complexity to define the organization’s strategy [56].

Until then, managers in organizations can effectively use the concept of including new
customer groups and new products for these customers in the organization, counting on
the growth of Revenue from Contracts with Customers. The theory of network effects used
in the strategies of Google, Facebook, the Netflix group and others has so far proved its
advantage over other classic strategies from the concepts of I. Ansoff or M. Porter. However,
it differs from the Google, Facebook and Netflix strategy in that it is implemented in a
company that deals with media and telecommunications, but also operates in the energy,
banking, insurance and real estate sectors. All these sectors operate using the described
business model, showing that network effects can also be used cross-sectorally. The closest
to this is Alphabet’s development. Many other organizations, especially in the service
sector, are already consciously moving in this direction.
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