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Abstract - New institutional economics (NIE) focuses on the mechanism of institutions that allows a more thorough study of 
contemporary economic and social processes than those proposed by classics and neoclassics. Particularly noteworthy is the 
fact that the new perspective of this research allows discerning non-market phenomena and processes that accompany 
economic mechanisms. The diversification of activities of subjects of the tourism sector on domestic and international 
markets largely concerns tangible and intangible public goods, but they are not compatible in nature. Hidden goals of private 
tour operators – often short-term and particularistic – frequently force public institutions involved in organisation of tourism 
services to correct their activities. The aim of this article is to show a relationship between the functioning of subjects of the 
tourism market and the assumptions of new institutional economics in social terms. The research presented in this paper was 
based on critical analysis of literature and participant observation in the tourism sector. The article attempts to show a need 
to identify relationships between the theoretical framework of new institutional economics and the phenomena and processes 
taking place in tourism. 
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I. INTRODUCTION 
 
When moving to the consumption phase, tourism 
products are a source of satisfying human needs. 
Therefore, with reference to the neoclassical theory of 
economics, it can be assumed that they have value 
and price; however, some elements of the price of a 
tourism product are a “derivative” only of the 
existence of a given component. For example, a 
tourist visiting an exhibition of Van Gogh’s works 
pays the price of a comprehensive tourist service 
which takes into account the intangible value of the 
admired paintings. Such a comprehensive tourist 
service has its own specificity: despite the fact that it 
is purchased, among others, to see a given painting 
and the specific painting has its market value 
expressed in price, the artist’s painting is not in direct 
or indirect use of the tourist. Yet, it is potentially a 
source of his satisfaction. The first type of value is 
defined in the literature as a utility value, while the 
second type is a non-utility value, which is difficult to 
clearly define (Żylicz, 2007). In most tourist services 
(products) one can distinguish both of these types of 
values, and awareness of their existence is a condition 
for accurate recognition of consumer preferences. 
Economists’ attention is more often focused on the 
utility value of products, which is one of the reasons 
for the lack of sufficient discussion in the literature 
on the non-utility value (emotions, satisfaction, 
experience during and after consumption). This gap 
becomes a premise for research on non-utility value 
as a demand-forming and useful factor from a social 
point of view. Tourism is a sector of economy whose 
development is based on both types of values, with 
the non-utility value often being the main “driving 
force” of consumption. This regularity draws 
attention to the need to design an economic 

mechanism also for products that make up the tourist 
offer – albeit without the utility value. 
The aim of this research is to show the social aspects 
of the activity of subjects of the tourism market in the 
context of assumptions of new institutional 
economics. In order to achieve this goal, a research 
problem was put forward: can the functioning of the 
tourism sector be explained on the basis on the theory 
of the New Institutional Economics? The solution 
required the identification of the following theoretical 
problems: 
 the difference between NIE and the idea of 

Institutional Economics, 
 the relationship between NIE and the tourism 

sector and tourism economics. 
A review of the literature partly solved the above 
problems. 
 
II. INSTITUTIONAL ECONOMICS (IE) AND 
NEW INSTITUTIONAL ECONOMICS (NIE): 
DIFFERENCES 
 
The institution as an effect of the evolution of 
societies underlies the development of institutional 
economics – a train of thought originating in the US, 
which took the institution as the main reference point 
in explaining economic processes. It is characterised, 
among others, by an interdisciplinary and holistic 
approach to studying economic processes; according 
to this idea, economic processes can only be 
explained by taking into account broader social 
processes. In this approach, attention is drawn to the 
need to use achievements of such disciplines as 
sociology, anthropology, psychology, organisational 
theory, political science and law, in order for the 
development of economy to proceed. A systemic 
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approach, appreciated by social sciences only several 
decades after T. Veblen, and whose importance in the 
development of societies is still recognised, is a 
feature of institutional economics. According to 
Veblen, institutions are defined by “customary ways 
of regulating the life processes of society in relation 
to the material environment”; institutions exert an 
influence on economic entities while simultaneously 
being subject to evolution in which both man with his 
creativity and the state participate. Therefore, 
institutional economics does not disregard human 
(and society) influence on the management process 
but it also indicates feedback: changes in the natural 
environment take place gradually, encompassing 
institutions (and society). The category of 
institutional change appears. Institutional economics, 
as a science, examines how people satisfy their needs 
in different economies by treating economic 
behaviours as specific to a given place and time. 
 
New institutional economics (NIE) is interpreted in 
two ways; a broader sense of NIE defines it as 
follows: “NIE is based on the criteria of economic 
rationality – and also on the assumptions of 
methodological individualism – an analysis of formal 
and informal institutions of economic and political 
life, as well as an analysis – again in the categories of 
economic rationality – of various socio-economic 
systems and relationships between these systems and 
the functioning of economy” (Fiedor, 2019, p.1). 
According to the author of this definition, it is an 
attempt at the theoretical analysis of institutions 
within mainstream economics, while the earlier 
institutionalism refers to criticism of basic 
methodological assumptions and categories of 
neoclassical economics. A narrower understanding of 
NIE includes analysis of broadly understood 
institutions mainly with reference to the transaction 
costs theory (TCT) and the property rights theory 
(PRT). A comparison of the above approaches to NIE 
suggests that, first of all, the broader approach allows 
for a multi-faceted analysis of the phenomenon of 
tourism in dynamic terms – both with reference to the 
relationship between socio-economic systems and the 
functioning of the tourism economy and in terms of 
economic rationality of subjects of this sector and 
other institutions.  However, economic rationality of 
institutions (formal and informal) cannot exclude 
taking into account the social aspects of their 
activities, which results, among others, from the 
functions of the state, taking into consideration a 
proposition that “in considering the functions and 
objectives of the state one should take into account 
the costs and benefits achieved by individual 
participants of the ‘regulatory game’ and activities for 
macroeconomic stability”(Fiedor, 2009, p.91). A 
possibility to achieve social goals while maintaining 
the principle of economic rationality is reflected, 
among others, in the theory of economic and social 
mechanism design. 

III. THEORY OF ECONOMIC AND SOCIAL 
MECHANISM DESIGN 
 
Maciejczak (2019) stresses that the foundations of the 
theory of economic mechanism design are attributed 
to the name of the 2007 Nobel Prize winner in 
economics – an American, E. Maskin. According to 
him, the theory of mechanism design allows ensuring 
convergence between the expected effects of actions 
and the results desired in the context of achieving a 
given goal. While from the point of view of 
contribution to the development of the economic 
theory, it is important to note that the application of 
the theory of mechanism design in economy can 
effectively regulate the course of processes, from the 
social perspective, significant is the fact that the 
theory of economic mechanism design indicates a 
possibility of ‘synchronising’ social goals with 
economic rationalisation and the existence of 
feedback between them – provided these goals have 
been previously set. Therefore, the theory of 
economic mechanism design contains premises for 
the parallel implementation of the social and the 
economic functions of tourist services as a 
manifestation of the dichotomy of governance: the 
government must ensure such functioning of the 
country that will lead to the implementation of both 
of these functions. Being an integral part of economy, 
the tourism sector must function in compliance with 
the principles of economic rationality and efficiency, 
while being an area generating social processes – it is 
to ensure their course so that tourist services satisfy 
the consumers’ tourist needs. Hence, there is a need 
to include also social aspects in the theory of 
economic mechanism design, thus enabling a 
compromise in achieving economic and social goals 
and in resolving the emerging contradictions. The 
assumptions of the theory of economic mechanism 
design indicate that despite the existence of private 
property and rationality as an important criterion for 
the economic functioning of economic subjects, 
social institutions are increasing their activity towards 
ensuring good a flow and use of information in order 
to conform their own motives of action to the 
objectives of subjects operating on the basis of 
private ownership. This trend is also noticeable in the 
tourism sector, where private agents often act on a 
variety of motives in comparison to social 
institutions, e.g. churches, nursing homes, museums 
and other subjects based on public property. 
When analysing the processes of emerging tourist 
markets and their impact on today’s economy in a 
global perspective, attention should be paid to the 
design of the market–society relationship. The 
assumptions of institutional economics emphasize the 
role of the market not as a ‘pure’ creation, but as one 
containing non-market elements (e.g. tourist’s 
experience). However, all components (both the 
market and non-market elements) form a single 
institutional system, creating premises for blurring 
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the boundaries between what is economic and what is 
social. Thus, socio-economic mechanisms are created 
combining the implementation of market goals 
subordinated to the criteria of economic efficiency 
with social goals. Tourism is subject to these 
mechanisms. 
 
IV. TOURISM AS A SOCIAL PHENOMENON 
AND THE NEW INSTITUTIONAL 
ECONOMICS: SELECTED VIEWS 
 
The development of tourism is based on the 
functioning of institutions with different types of 
ownership and nature of activity; despite this, 
researchers in many countries fail to pay enough 
attention to these relationships, and new institutional 
economics is not perceived as a theory that would 
comprehensively explain the processes and 
relationships of the tourism sector, although this 
problem is cognitively important. Among others, 
Vucetic (2012) draws attention to the lack of 
scientific discussion on this topic in Montenegro: 
although the country’s tourism policy derives its 
assumptions from new institutional economics, links 
between various subjects of the tourism sector 
(various groups of stakeholders) point to the 
possibility of achieving better results of activity in the 
sector in many respects. In contrast, Ghafele and 
Gibert (2012) emphasize the value of reducing 
uncertainty through institutional cooperation and 
maximising profit through the introduction of a 
collective trademark for attractive tourist sites. Zhang 
(2011) attempts to delineate assumptions for the 
research of the management of tourism destination 
governance, taking into account the theoretical 
framework of new institutional economics. He points 
out two important elements of the research process 
perceived in this way: systematisation of concepts 
and terms (leading to the analysis of impacts) and 
methodology (conditioning the analysis of change). 
The research model proposed by the Author shows 
the necessary actions, but there is no subjective 
transparency – who should take them. 
The previous attempts at an analysis of various 
aspects of the development of tourism with reference 
to the theoretical framework of new institutional 
economics are still fragmentary and do not exhaust its 
basic assumption that the broadly understood 
institutional environment and transaction costs 
resulting from the conditions of this environment are 
the foundation of the analysis of all trends in new 
institutional economics (Rosińska, 2008). According 
to Rosińska (2008, p.259), “a common feature of all 
representatives of new institutional economics is also 
a belief that it is impossible to analyse economic, 
political and social phenomena, bypassing the aspect 
of the institutional environment.” In the context of 
this approach, defining the institutional environment 
of the tourism sector gains special significance when 
analysing its phenomena. However, from the 

perspective of a tourist enterprise, the closer 
environment is also shaped by institutions within the 
sector. Valentinov and Baum (2008, p. 457) 
emphasize that the development of tourism in rural 
areas in the countries of Eastern and Central Europe 
requires cooperation with organisations of the third 
sector, in particular tourist associations and unions 
(they are the closer environment for small companies 
operating in rural areas). From the above approaches 
of the authors follows not only a need for the research 
on the development of the theory of institutional 
economics of the third sector but also on its impact on 
the market of rural tourism services. They see the role 
of the third sector subjects as an opportunity to 
mitigate the market failures of agritourism companies 
(or those operating in rural areas) and indicate three 
types of problems: 
 transaction costs related to obtaining information 

can be reduced through cooperation with local 
and regional tourist associations; 

 marketing strategies developed together with 
these associations, which on the one hand will 
reduce the market risk of agritourism companies, 
and on the other hand – reduce their costs of 
management; 

 building positive relationships with various 
institutions at the local level as well as local 
companies and communities is easier for tourist 
organisations of the third sector. 

The above perspective suggests that market failures 
in tourism can be mitigated if many different 
institutions start cooperating for the benefit of this 
sector. The cooperation of commercial entities, local 
governments and non-profit organisations from 
within the sector as well as from its environment 
allows mitigating the market risk through the use of 
organisational innovations which, on the one hand, 
would enable adaptation to changes in institutions of 
the environment, and, on the other hand, would 
trigger new phenomena and processes in the sector. 
Organisational innovation means a need to see the 
tourism sector as a system based on interaction of all 
institutions operating in its environment, not just the 
tourism ones, and acceptance of the need for change 
both in the existing internal ties of the sector and in 
its relationships with institutions of a closer and 
further environment. Therefore, the point is not only 
in economic ties but also in the joint achievement of 
the undertaken social goals from the point of view of 
both a given tourist region and a consumer-tourist. 
Such a broad approach to organisational innovation 
of the tourism sector allows for tourism to ‘escape’ 
from the inability to achieve simultaneously social 
goals and economic rationalisation – provided these 
goals have been previously set. In this situation, the 
institution of a tourism cluster based only on subjects 
of this sector seems insufficient, because within it 
there may be conflicts of interest, e.g. competing for 
the same segment of buyers while demand is limited. 
On the other hand, when the functioning of the 
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tourism sector is referred to institutions from other 
sectors, this will allow for a fuller realisation of social 
goals while achieving the desired economic effects, 
e.g. a promotional campaign for new tourist products 
while promoting new products in the automotive 
sector may not only expand the scope of addressees 
of the action but also reduce marketing costs. 
 
The new institutional economics using the 
institutional definitions proposed by North (cited in: 
Woźniak-Jęchorek, 2013,p.13) paves the way for 
defining institutions of the tourism sector, which 
include: 
 legal or customary rules of conduct for 

employees of the tourism sector, 
 subjects of the tourism sector: tourist enterprises 

of all types, local governments and 
administrative structures at all levels shaping the 
tourism policy, tourism organisations at various 
levels, the Polish Chamber of Tourism, 

 tourists complying (or not complying) with the 
rules of “coexistence” with other consumers of 
services defined by the law or customs. 

 
When analysing the processes of functioning of 
regional tourist markets and their impact on the 
broadly understood social interest, one should also 
pay attention to the shape and the significance of the 
market–society relationship. It follows from the 
general assumptions of new institutional economics 
that the market also contains non-market elements 
that together form a peculiar institutional system in 
which market components coexist with pro-social 
activities, and the emerging mechanisms can have 
both economic and social effects. The market of 
tourist services also requires an innovative approach 
so that products play a social function in the 
consumption process. The economic effect of a 
tourist enterprise largely depends on organisational 
changes that can be based on the reserves of human 
intellect without involving additional investment. 
Because innovation is not the same as creativity, one 
can characterise possible relationships and feedback 
between them. Innovation is usually based on 
creativity, because it focuses not only on putting 
forward new ideas or thoughts, but also on deciding 
which ideas should be chosen to offer a tourist 
product with the right value (so-called value 
innovation). In this concept it is essential to focus on 
creating new markets which – understood as a 
specific institutional system – also bring non-market 
values that lead to social development. Therefore, 
innovations cover the process of adopting new ideas 
in order to transform them into a market offer or to 
modify it. Thus interpreted innovation can be a 
criterion for assessing a company’s competitive 
ability – both in economic and social terms. The 
social effects resulting from the consumption of 
tourist products, produced, among others, in the 
process of customer-tourist service, are influenced by 

organisational innovation; thanks to the new 
approach, the tourist will be more satisfied, and the 
company will gain image and strengthen its market 
position. Tourist service is a process taking place in 
the space of a market with an offer. When responding 
to information about an offer, a tourist contacts the 
service provider directly or via a medium (e.g. the 
Internet) for additional information or to conclude a 
transaction. The process of using travel services by a 
single tourist is a component of broadly understood 
tourism traffic. A prospective tourist must leave his 
permanent place of residence to participate in the 
activities in the destination in order to achieve his 
travel goals. Tourist activities form a process 
understood as a spatially ordered sequence of 
activities limited by the time of stay away from the 
place of permanent residence. This process must be 
innovative from the point of view of a particular 
tourist, so that it can induce him to make a purchasing 
decision. Considering the fact that individual tourists 
have unequal possibilities of satisfying their travel 
needs (e.g. due to diverse social and economic 
conditions), their expectations differ, among others, 
in terms of the nature and the quality of service. A. 
Panasiuk (2008) organises the classification of the 
tourist traffic according to the criterion of travel 
motivation and combines it with tourist service, 
among others, pointing out the way of organizing 
travel as a criterion differentiating tourist traffic (and 
thus also tourist service). There is a close relationship 
between service as an integral element of the product, 
on the one hand, and the social goals of tourism 
activity, including achieving satisfaction by tourists, 
on the other hand. These relationships are a source of 
changes in the process of providing services that will 
determine the future development of tourism. 
Creating satisfaction is certainly a rule that concerns 
every tourist. Its implementation can be more 
complete and effective when innovative changes in 
service have been introduced. Service staff can cater 
to a customer who is characterised by a nice attitude 
towards the service provider but also one who is 
looking for sensations or emotions. Product 
innovations can regard many layers in the structure of 
a widely understood tourist product; they may have a 
similar scope in particular forms of tourism (Dryglas, 
2009) or they may vary. The condition of their 
economic and social efficiency is the subjective 
treatment of the client for whom tourist offers are 
created and modified, including those with innovative 
solutions covering the service process. Considering 
the fact that customer service requires reliability in 
the provision of services, its positive impact on the 
achievement of social goals should be emphasized, 
among others, by taking into account tourists’ 
individual expectation. One of the factors of 
customising a tourist product is taking into account 
the client’s perspective in assessing the quality of 
services. The quality of the tourist product in a sense 
means meeting expectations. Tourists can specify it at 
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a low, good or excellent level. When assessing the 
quality of the provided service, the customer is 
guided by a number of factors that shape it. Both the 
technical and the functional quality are shaped in the 
client’s perception and are subject to his personal 
assessment. The former is primarily associated with 
the material components (structure) of the product, 
while the latter – with the service process. Functional 
quality is a way of organisation and customer service. 
A significant role is played here by staff with their 
personality traits and competences. The most-rated 
aspects of this quality include professionalism in the 
performance of one’s duties, manner of service 
conditioning the customer’s satisfaction (empathy, 
sympathy, friendliness, readiness to help). When 
analysing the quality of service, clients take into 
account the entire process of its provision, but they 
remember the most positive features from their point 
of view. In this context, any implemented 
organisational change will not escape their attention; 
it would be expected only to influence their 
assessment of the quality of service in positive way. 
The development of the tourism sector largely 
depends on the policy of the state and regions in this 
area of management; one can assume – following T. 
Łegiędź’s (2013 p.89) thought – that the tourism 
policy expects practical guidelines rather than a 
theoretical framework of new institutional economics, 
one “which has a limited impact on economic 
development research”. 

 
V. CONCLUSION 
 
Organisational innovation can be treated as a specific 
factor in the development of tourist services, co-
creating a still incomplete theory of institutional 
changes. Its implementation requires research on the 
current impact of institutions on the phenomenon of 
tourism, which is an important – and still 
unrecognised – area of research.The variability of 
institutional behaviours is closely related to the need 
for an innovative approach to the process of tourist 
service. Change (including the organisational one) 
should focus, among others, on the following aspects 
of the tourist service: reliability of the service and its 
flexibility in relation to an individual client, the 
client’s ability to choose the best option for him to 
meet the needs, communication eliminating the 
mutual lack of understanding between the tourist and 
the service provider, physical safety and discretion 
ensuring the tourist a sense of comfort, the staff 
outgoing personality and professional honesty – both 
during a tourist stay and after the consumption of the 
service is over. Each of the above aspects directly or 
indirectly shapes the tourist service, and he expects 
such behaviours of the service provider as: friendly 
attitude, empathy, fairness, ability to control the 
service, access to current information, access to 

alternative solutions, etc. Changes in each of the 
above components should be a derivative of the 
impact of institutions – the environment of a tourist 
enterprise or the entire sector. Therefore, the 
challenge is to redefine the ties within the institution-
organisation as well as with the subjects of the 
environment so as to meet the task of parallelism in 
achieving economic and social goals through tourism. 
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