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ENSURING A LEVEL PLAYING FIELD

REBUILDING FAIR GOMPETITION AND STRATEGIC
COMPETITIVENESS IN THE EUROPEAN E-COMMERGE MARKET

An Analytical Brief

Prologue: Europe at a Turning Point

European e-commerce has become one of the continent’s most dynamic growth engines, with annual B2C
turnover in Europe increasing by 7%, reaching €842 billion in 2024 and millions of SMEs relying on digital
channels for export, scale, and innovation'". The EU-27 accounted for 81% of this turnover®, and Central
Europe has emerged as one of the most rapidly expanding regions. In recent years, the Visegrad-4
countries (Poland, Czechia, Hungary, and Slovakia) have experienced notable rise in digital-economy
activity® and e-commerce, suggesting that online trade may represent an increasingly important driver of
productivity growth and regional competitiveness. However, even as e-commerce reached record-high
turnover, fueling growth across the continent, the very foundations of the Digital Single Market are being
quietly undermined.

Non-EU platforms such as Temu and Shein have achieved explosive growth not through innovation or
European-level compliance, but through structural regulatory asymmetry, systematic non-compliance with
European regulations, and state-supported cost advantages. The result is not “competitive disruption”
but structural distortion of the EU e-commerce market based on fair competition, which is a threat
to thousands of law-abiding European businesses. Moreover, their business model undermines and
fundamentally challenges Europe’s ability to maintain a competitive, rules-based Digital Single Market.

The purpose of this paper is to provide a detailed analysis of documented violations across key regulatory
areas and their impact on the competitiveness of EU companies. It demonstrates why urgent, coordinated
policy action is necessary to restore fair competition so that Europe’s digital economy can remain
competitive and resilient.

1. The Erosion of Fair Competition in the European Market

European marketplaces collectively absorbed billions of euros in compliance, seller-verification, tax-
collection, and DSA obligations.According to the European E-commerce Report 2025, in Poland alone, the
e-commerce sector spent 171.5 billion PLN (about 40.5 billion euros) on adapting to regulatory tax
requirements such as VAT E-commerce and the DAC7 Directive in the last two years'™. This amount is
equal to 11% of annual sales of the entire market, which could otherwise have supported automation,
artificial intelligence, green logistics, or SME export programs, and which in turn limits investment
opportunities and increases administrative burdens.
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At the same time, low-value imports and certain non-EU competitors operating in the same market
systematically circumvent the same regulations, creating a competitive gap that cannot be bridged under
market conditions. This issue is not about isolated violations but about a strategic business model in which
customs evasion finances aggressive, dark-pattern-driven marketing, while cost savings from ignoring
safety standards enable price dumping that undermines fair competition.

2. Documented Areas of Non-Compliance by Non-EU Platforms

2.1. Consumer Protection and Competition Law Violations

Platforms such as Temu or Shein have become the subject of multi-faceted proceedings and objections
from regulatory authorities in Poland and across the European Union:

» Violations of the Omnibus Directive and the use of false promotions: Charges regarding the
presentation of promotional prices in a manner contrary to the law and the use of false promotions
were brought by the President of the Polish Office of Competition and Consumer Protection (UOKIK),
the Ministry of Development and Technology and the Consumer Protection Cooperation Network
(CPC). Ministry also raised concerns about misleading product ratings.

e Using deceptive interfaces (dark patterns). Both the Polish Ministry of Development and
Technology and the CPC network expressed reservations in this respect.®.

e Lack of key information for consumers: The CPC network pointed out that contact details were
hidden and that unreliable product reviews were presented.

Several key institutions in V4 region and the EU have thus taken action to address these violations,
including Polish Ministry of Development Technologies'®, President of the Office of Competition
and Consumer Protection”’, European Commission®® (as part of a formal proceeding under the
Digital Services Act) and the European Network CPC.

2.2. Avoidance of VAT and Customs Duties

One of the central drivers of ultra-low prices on non-EU platforms is systematic tax and customs evasion
that are mandatory for EU companies. This practice occurs primarily through two mechanisms:

1.Abusing duty exemption for shipments up to 150 euros: Companies deliberately underdeclare
the value of goods or split larger orders into multiple smaller packages so that each one falls within the
exemption limit.

2.Abuse of customs procedure 42: This business facility allows customs duties to be paid upon
import, with VAT being paid only in the Member State of destination. This procedure is systematically
used to avoid VAT payments altogether, as documented in OLAF investigations.

The scale of the problem is alarming. According to the European Commission's customs reform
proposall'”, it is estimated that even 65% of packages shipped to the EU may use similar methods to
avoid fees. Investigations by the European Anti-Fraud Office (OLAF) have shown that in 2021 alone,
unpaid customs duties on textiles and footwear from China amounted to 523.8 million euros!'". Already
in 2019, the European Court of Auditors (ECA) reported estimated losses for EU budgets at 2.6 to 3.8
billion euros per year. These practices allow for prices to be offered that would be considered dumping
for honest V4 entrepreneurs who pay their taxes.'*"® Meanwhile, EU platforms must collect full VAT on
every transaction under the VAT E-Commerce Package, and SMEs must comply with domestic tax rules.
The scale of this abuse has become so severe that the European Commission has now called for the
removal of the €150 customs exemption as early as Q1 2026, two years ahead of schedule, explicitly citing
the “competitive advantage” exploited by platforms like Temu and Shein. In 2024 alone, the EU received
over 4 billion low-value parcels (of which many were undervalued or non-compliant) prompting EU finance
ministers to agree that delaying action is no longer politically or economically defensible.
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2.3. Systemic Non-Compliance with EU Product Safety Standards

Another source of unfair competitive advantage is non-compliance with stringent EU product safety
standards. Lower production costs are often achieved by using materials and chemicals hazardous to
consumer health, which are banned or strictly regulated in the EU market.

The table below summarizes key findings from independent reports and regulatory actions!®'®'"'8,

Source/Evidence Key Findings

Shein clothing products contained phthalates
Greenpeace report and formaldehyde exceeding EU standards
by 100% or more.

Elevated levels of hazardous phthalates
were found in 39 of the 220 toy models (18%
of the sample), 181 of which came from
China.

Trade Inspection (UOKIiK) Report

15% of Shein products exceeded EU
Rapport 'Synthetics Anonymous 2.0’ standards for maximum content of
hazardous chemicals

Children's clothing recall in the US , Great
Shein International Product Recalls Britain and Canada due to their flammability
and 20 times the permissible amount of lead.

A recent case in France further highlights these safety risks. French judicial authorities opened an
investigation after Shein was found to be selling erotic dolls with child-like features, which the national
consumer protection authority DGCCRF warned may constitute child pornography. Although the products
were quickly removed, the case was escalated to the Office for Minors and extended to other platforms
such as AliExpress, Temu, and Wish"®. The French government subsequently warned of possible
restrictions, which illustrated how weak product-screening on non-EU platforms can allow dangerous and
illegal items to reach the EU market.

2.4. Data Protection and Privacy Violations (GDPR)

Data breaches pose not only a threat to the privacy and security of European consumers but also
demonstrate a disregard for the EU legal framework. Documented cases range from inadequate
safeguards to potentially illegal data transfer practices.

o New York Settlement: Shein's parent company, Zoetop, paid a $1.9 million®” penalty for insufficient
protection of consumer data after data breach and downplaying the scale of the attack.

e Marketing Violations: The Polish Ministry of Development and Technology has reported intrusive
marketing practices, including sending commercial information without users' consent and persistent
display of pop-ups encouraging such consent.
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o Data transfer to China: The Austrian association NOYB (European Centre for Digital Rights) has
raised official concerns about the illegal transfer of Europeans' data to China by platforms such as
Shein and Temu.

e Suspected spyware: There were accusations that the Shein Android app contained code that read
data from the user's clipboard and sent it to external servers.

2.5. Intellectual Property Infringements

Systematic copying of patterns and designs undermines the creativity and investment of European brands,
designers, and independent artists, constituting another dimension of unfair competition. Allegations in this
regard have led to high-profile legal proceedings. For example, a federal lawsuit has been filed against
Shein in the United States under the RICO Act, accusing the company of using organized criminal
practices to systematically steal designs from small, independent artists. In 2021, the company H&M sued
Shein, accusing the platform of infringing the copyrights and trademarks belonging to the Swedish
company. Copyright infringements and product copying affect small merchants in Central Europe as well.
In Slovakia, there was reported the case of two handmade brands whose designs and product photos
were copied by Temu sellers, resulting in a 50% drop in orders during peak season®". Even the Slovak
Embassy in China intervened to request takedowns, but the listings repeatedly reappeared, with low-
quality replicas sold at a fraction of the price. This pattern of systemic disregard for the EU legal
framework, from consumer protection to intellectual property, is just one pillar of unfair advantage for which
enforcement remains difficult, given the platforms’ non-EU jurisdiction. A second pillar, equally significant,
is structural state support, which is fundamentally incompatible with the principles of the EU single market.

3. State Support as a Structural Distortion

The fundamental difference in the approach to state aid between the European Union and China is a key
element distorting competition. While in the EU, state aid for private companies is strictly limited and
controlled, Chinese e-commerce exporters benefit from extensive, systemic state support. According to
the publication prepared in cooperation with the Chamber of Digital Economy®®?, forms of this support are
multi-level and include:

Direct grants:

o Subsidies for opening export channels in e-commerce.

o Funding for the launch of online stores on foreign markets.

o Financial rewards for achieving a specific increase in export revenues.
Operational support:

o Covering advertising costs, especially in foreign social media.

o Co-financing the costs of participation in international fairs.

o Covering the costs of protecting intellectual property rights abroad.
Structural support:

o Creation of special pilot zones for cross-border trade with preferential conditions.

o Supporting the development of logistics services dedicated to export in the e-commerce model.
Tax preferences:

o Systematic exemptions from VAT and consumption tax for exporters.

This systemic support, combined with mass disregard for EU regulations, creates a competitive gap that is
impossible to overcome for Polish and EU entrepreneurs operating in compliance with the law.

4. Europe’s Hidden Asset: Its Compliant Digital Champions in the V4

While the debate on e-commerce in Europe often focuses on the dominance of global marketplaces, most
EU online turnover still originates from companies’ own websites. In 2023, EU enterprises generated
7.32% of total turnover through web sales, with 6.25% coming from their own channels and only 1.06%
from marketplaces®. For many SMEs, however, marketplaces remain strategically essential®! due to
limited brand visibility and high compliance burdens. In Central Europe, this strategic dependency is even
more pronounced.



Poland has emerged as one of Europe’s most dynamic e-commerce markets, generating €43.4
billion in turnover in 2023, with 63.5% of enterprises with web sales using marketplaces®'. This placed it
ahead of Western economies and made it the economic anchor of the V4 online ecosystem. Within this
landscape, Allegro, Poland’s leading e-commerce platform, stands out as a case study of how an EU-
based platform can scale responsibly while supporting regional SMEs.
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In Q3 2025, Allegro’s Polish Gross Merchandise Volume (GMV) grew by 10.4% year-on-year (more than
double the growth rate of national retail), while revenue increased by over 20%?®. By Q1 2025, it served 21
million active buyers, including 6 million customers across its Czech, Slovak, and Hungarian
marketplaces®”. Although these non-Polish operations are smaller, they already generate approximately
€170 million in GMV and offer a compliant alternative to non-EU platforms for millions of consumers.

What distinguishes Allegro is not only scale, but governance. As a signatory of the European
Commission’s Consumer Protection Pledge, including the Product Safety Pledge+ and Digital Consumer
Rights Commitments,”® it proactively exceeds mandatory EU requirements in product safety, seller
verification, and consumer protection. This contrasts sharply with non-EU mass-import platforms whose
growth is linked to systemic non-compliance.

A key example is the strict enforcement of the EU VAT e-commerce package. Allegro collects and remits
VAT on B2C transactions made by non-EU sellers operating from EU warehouses. By contrast, non-EU
platforms shipping directly from China frequently exploit the €150 low-value exemption or under-
declaration practices to avoid VAT entirely®®. Strict application therefore prevents Asian sellers shipping
from hubs in Germany or the Netherlands from bypassing VAT when selling to consumers in Poland,
Czechia, or Slovakia, ensuring fiscal fairness for local SMEs.

Additionally, Allegro has proactively removed offers with excessively long shipping times in its Czech,
Slovak, and Hungarian marketplaces, mostly affecting sellers shipping from East Asia®. These sellers
remain welcome, but only when they hold inventory in Europe®"! and comply with EU rules on product
safety, transparent consumer information, and reliable delivery. Other V4 markets illustrate both the
potential and the vulnerability of the region. Apart from Poland, Czechia hosts the most mature e-
commerce ecosystem in Central Europe, with its revenues rising to €7.72 billion (194 billion Czech
koruna)®®@ and 5% of e-shops exceeding €5 million in turnover (double the share in Slovakia and Hungary).
33 Slovakia shows strong demand, with a €3.9 billion e-commerce market and a small group of 311
large players generating €3.3 billion of that volume in 20244, but remains heavily exposed to non-EU
mass-import platforms.
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According to E-commerce Slovakia, 41% of Slovak consumers experienced problems with quality,
delivery, or complaints when buying from Chinese marketplaces. Furthermore, tests conducted in 2024—
2025 found that 18 of 19 toys from Temu posed safety risks, while virtually all 27 tested products from
Shein failed to meet EU standards®, including chargers showing risks of overheating and fire. In spite of
this, local SMEs face mounting pressure and declining competitiveness due to pressure from non-EU
platforms based on lower prices.

Together, the V4’s compliant digital champions led by Allegro demonstrate the viability of a competitive,
rules-based European e-commerce model. Yet the region’s fragmentation, under-digitisation, and
exposure to regulatory arbitrage allow non-compliant mass-import platforms to capture market share at the
expense of legitimate European players. Strengthening fair competition is therefore not merely
defensive; it is essential to unlocking the full economic potential of the V4’s emerging digital
leaders.

Conclusion: Europe Must Act Now

The evidence presented in this analysis demonstrates that the dominance of certain non-EU e-commerce
platforms in Europe is driven not by innovation or efficiency, but by systematic exploitation of regulatory
loopholes, non-compliance with EU law, and forms of state support incompatible with the principles of the
internal market. This operating model distorts competition, undermines consumer safety, and threatens the
long-term competitiveness of European businesses and e-commerce companies.

As the V4 region, and Poland in particular, emerge as European e-commerce powerhouses, domestic
companies remain disadvantaged by a structural asymmetry that rewards non-compliance. To safeguard
economic sovereignty and ensure a genuinely level playing field, EU institutions and national authorities
must strengthen enforcement, close customs and tax loopholes, and apply equal regulatory obligations to
all market participants. Planned removal of €150 customs duty exemption threshold as of 2026 is a step in
the right direction.® Protecting Europe’s digital competitiveness requires more than regulating its
champions — it requires ensuring that compliance is an economic advantage, not a liability.

The project is co-financed by the governments of Czechia, Hungary, Poland and
Slovakia through Visegrad Grants from the International Visegrad Fund. The mission of
the fund is to advance ideas for sustainable regional cooperation in Central Europe.
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