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1. In troduct ion

Due to the h igh ly  c e n t ra l iz e d  economic management system opera­

t ing  in Poland t i l l  the e a r ly  e ig h t ie s  companies had l i t t l e  f r e e ­

dom to form th e i r  own marketing channels. Decis ions concerning d i s ­

t r ib u t io n  as w e ll  as those in  other areas of the n a t io n a l  economy 

(e .g .  production, p r i c in g )  were made mainly in an ad m in is t ra t iv e  

way. The Centre was shaping the market s t ru c tu re  - decid ing about 

estab lishm ent or l iq u id a t io n  of companies, t h e i r  s iz e ,  t h e i r  equip ­

ment w ith  fa c to rs  of production as we ll as scope and forms of their 

a c t i v i t y .  In many cases, the Centre would a lso  determine t i e s  of 

a given company w ith  i t s  sup p l ie rs  and buyers. Strong c e n t r a l i z a ­

t ion  of management accompanied by r e s t r i c t i o n  of s e l f- re g u la t io n  

processes in the economy ( r e s t r i c t e d  operation  of the market me­

chanism, absence of com petit ion ) led a ls o . to  a cons ide rab le  monopo­

l i z a t io n  and u n i f i c a t io n  of market s t ru c tu re  and con tr ibu ted  to 

c re a t io n  of deep d isp roport ions  between supply and demand. In  these 

cond it ions  development of v e r t i c a l  in te g ra t io n  based on horizon ta l 

l in k s  between companies was proceeding vary s low ly .  Despite  numerous 

pos tu la tes  aiming at c rea t io n  of cond it ions  that would be favou r ­

able for development of v e r t i c a l  in te g ra t io n  in  the P o l is h  market, 

and e s p e c ia l ly  at expanding cooperation  between industry  arid trade 

as well as d i f f e r e n t  concepts of improving the prev ious in te g ra ­

t ion  forms ( e ; g. [5 ] ,  [ l O ] , [ ć ] ) non integrated  channels held a do­

minant p o s it io n  in  the market of th is  period .
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Assumptions of the economic reform and the adopted le g a l  acts  

in c lud ing  Act on s ta te  en te rp r ise s  from November 25, 1981 ou t l ined  

new p r in c ip le s  along which economic un its  were to funct ion . These 

regu la t ions  r e s t r i c t e d  ce n t ra l iz e d  management of the economy in 

favour of g rea ter  autonomy granted tp companies in the f i e l d  of 

d i s t r ib u t io n ,  production , a n d 'p r ic e s .  In the d is t r ib u t io n  sphere, 

there was envisaged a g rea ter  freedom in chouaing partners  in trade 

exchange or t i e s  between companies. P a r a l l u l l y ,  a p r in c ip le  of 

s e l f- f in a n c in g  was introduced.

The aim of th is  paper is  to analyze changes occurr ing  in  in ­

teg ra t io n  between channel members in  the f i r s t  stage of the econo­

mic reform. The i n i t i a l  hypothesis  was that owing to in troduct ion  

of the economic reform, companies obtained favourab le  cond it ions  

fo r  accomplishment of th e i r  own s t r a te g ic  and short-term market 

o b je c t iv e s .  In the area o f .d i s t r ib u t io n ,  these cond it ions  should 

lead to development of v e r t i c a l  in te g r a t io n 1. The number of v e r t i ­

c a l l y  in teg rated  marketing channels , p a r t i c u l a r l y  of the con tra ­

c tu a l  ones should be growing and th e i r  forms should be more and 

more d i f f e r e n t ia t e d .  S im i l a r l y ,  companies should be d isp la y in g  

t h e i r  w i l l in g n e s s  to embark upon in n o va t io n s " in  the f i e l d  of ve r ­

t i c a l  in te g ra t io n .

2. Research Method

/
The presented s tud ies  on in te g ra t io n  processes were c a r r ie d

out w ith in  a wider research  programme concerning operation  of com-
2

panics  in the f i r s t  period of the economic reform . There were 

app lied  two research methods. In the f i r s t  per iod , there  were used 

quest ionna ire  surveys . The ques t ionna ires  were f i l l e d  in the pro-' 

sence of the in te rv ie w e r ,  what allowed to reduce the r is k  of misun­

derstanding of questions and that of passing ques t ionna ires  to

1 V e r t i c a l  in te g ra t io n  enables tne implementation of long-and 
short-term o b je c t iv e s  of companies, e .g .  improvement of t h e i r  po­
s i t i o n  on the market, growth of th e i r  a d a p ta b i l i t y  to cond it ions  
of the environment or reduction  of production and d is t r ib u t io n  
cos ts .

2
These s tud ies  were c a r r ie d  out by the Department of Marketing 

at Łódź U n iv e r s i t y .  Besides the d is t r ib u t io n  sphere, tltey concer­
ned among others formation of producers' a s s o c ia t io n s ,  autonomy of 
companies in the f i e l d  of production and p r ic in g ,  f in a n c ia l  system 
of companies, e tc .



incompetent persons. In  the second period , i . e .  a f t e r  d l l  r e s u l ts  

had been c o l le c te d  and conclusions drawn, there  were conducted in ­

terv iews w ith  management of companies under survey,

The s tud ies  encompassed 9 companies manufacturing consumer 

goods and 4 r e t a i l i n g  companies in the ad m in is t ra t iv e  province of

l  ódž. I he sample included both big and sm alle r  s ta te  producers (5 

of them have a la rge  share in the domestic market) representing  

the fo l low ing  in d u s t r ie s :  t e x t i l e  industry  (c lo th in g ,  k n it ted  

goods, and c a rp e ts ) ;  chemical Industry  (co sm e t ic s ) ;  pharmaceutical 

industry and food industry  (frozen  foods and co n fe c t io n e ry ) .  The r e ­

t a i l e r s  were big s ta te  owned or co-operat ive  companies. They were 

s p e c ia l iz in g  in the d is t r ib u t io n  of: household equipment, t e l e v i ­

sion and rad io  s e ts ,  photographic goods, t e x t i l e s ,  fur and lea ther  

products, sports  equipment, toys and paper products. A ltogether 

there were c o l le c te d  27 questionna ires  - I I  from producers ( J  que­

s t io n n a ire s  were f i l l e d  in 3 se lf-govern ing  estab lishm ents of a 

big company) and 16 from r e t a i l e r s  ( I  in the b iggest department store 

in Łddź and 1 In each of the 15 departments of 3 la rge  s ta te  r e ­

t a i l i n g  companies operating  autonomously and s p e c ia l iz in g  in  the 

d is t r ib u t io n  of p a r t i c u la r  p roduc ts ) .  The same number - 27 i n t e r ­

views were a lso taken. Out of 56 questions Included in the que­

s t io n n a ire  for producers, 20 were d i r e c t l y  p e r ta in in g  to v e r t i c a l  

in te g ra t io n .  For trade companies the appropriate  numbers were: 42 

and 16. There were used both closed and open questions. The i n t e r ­

views were, to a big ex ten t,  fo rm alized , so that the same que­

s t io n s  could be asked in  a l l  companies.

As the performed s tud ies  concerned only one a d m in is t ra t iv e  

prov ince  of Poland and encompassed a ra ther  згоа11 number of com­

pan ies , they should be trea ted  as mainly probing ones. They g ive  

the o u t l in e  of changes, that took p lace In v e r t i c a l  In te g ra t io n  In 

the f i r s t  stage of the economic reform. Yet, when we take in to  

account the fa c t  that other companies were operating  in s im i la r  

cond it ions  then the r e s u l t s  of these ^studies can be a lso ,  to some 

ex ten t,  genera l ized .

3. Research F in d ings

The performed s tud ies  did not confirm  the hypothesis that dur­

ing the f i r s t  stage of the economic reform there  were crea ted  f a ­

vourable cond it ions  for development of v e r t i c a l  In te g ra t io n .  The



main b a r r ie r s ,  which had been r e s t r i c t i n g  t ie s  between companies 

h i th e r to ,  were not e lim inated .-  Contrary to assumptions of the re ­

form, the d is t r ib u t io n  sec to r  continued to be s t i l l ,  to a large 

.extent, regu lated by the Centre. In  the case of producers, most 

of them obtained g rea te r  autonomy in the sphere of p r ic e s  and pro­

duction as w e ll as o rg an iza t iona l  s t ru c tu re ,  employment and s a la ­

r i e s .  Yet, they s t i l l  had no or very l i t t l e  freedom in decid ing 

about in te g ra t io n  w ith  other companies (7 producers out of 11), es- 

tab ish ing  of th e i r  own companies (8 producers) or choosing th e i r  

trade partners  (4 producers) (see enclosure 1 po int 4 and 6 ) .  In 

r e t a i l i n g  the s i tu a t io n  was even worse. S ta te  companies were tę  a 

very big extent dependent on dec is ions  of c e n t ra l  a u th o r i t ie s .  15 

out of 16 r e t a i l e r s  s ta ted  that ad m in is t ra t iv e  a l lo c a t io n  of pro­

ducts in trade sec to r  was the same or bigger than in ithe period 

before the reform - (see enclosure 2, point 3 ) .  They had no or 

very l i t t l e  freedom in dec is ion- tak ing  concerning in te g ra t io n  w ith  

other companies (10 out of 16 r e t a i l e r s ) ,  estab lishm ent of th e i r  

companies (11 r e t a i l e r s )  and s e le c t io n  of market t e r r i t o r y  (10 

r e t a i l e r s ) ,  market segments (9 r e t a i l e r s )  and th e i r  su p p l ie rs  (6 

r e t a i l e r s )  - (see  enclouse 2 po in t 4 and 5 ).  Some r e a t i l e r s '  had 

a lso  no or very l i t t l e  autonomy in f ix in g  p r ic e s  (3 r e t a i l  compa­

n i e s ) ,  choosing p roducts ' assortment (5 r e t a i l e r s )  and ttefin ing 

th p ir  trade a c t i v i t i e s  (5 r e t a i l e r s )  - (see enclosure 2 po int 4 ) .

L im ited  r e s t r i c t i o n  of the command-type management of d i s t r i ­

bution sec to r  was due mainly to the in tro d u c t io n ,  in  cond it ions  of 

deep shortages, of government programmes (the  so-ca l led  "o p e ra t io ­

na l programmes") and c rea t io n  of economio u n its  charged with fun­

c t io n s  of compulsory middlemen in trade in  bas ic  raw m a te r ia ls  and 

in d u s t r ia l  products. Producers included in to  these programmes were 

a d m in is t ra t iv e ly  equipped w ith  necessary raw m a te r ia ls  and other 

products.

S im u ltaneously ,  the d i r e c t io n s  of production and the d i s t r ib u ­

t io n  of t h e i r  products were determined by the Centre. In such a 

s i t u a t io n ,  companies tha t were e n t i r e l y  encompassed by opera t iona l 

programmes had no or l i t t l e  autonomy in formation of t h e i r  own 

marketing channels. In  some cases (e .g .  the production of c h i l ­

d ren 's  c lo th e s )  they got even le ss  freedom than they had in  the 

p rev ious period . The Centre was a lso  determining what share of 

goods turned out by producers could be sold in th e i r  own s to re s .



Although in troduct ion  of a d m in is t ra t iv e  a l lo c a t io n  of products is  

o ften  necessary in  cond it ions  of deep c r i s i s  - in th is  way the Cen­

t re  ensured production of goods being of primary importance for the 

soc ie ty  and safeguarded the operation of sp ec ia l iz e d  trade com­

panies in the market ( the  output of some producers was so small 

that they could s e l l  i t  in th e i r  own s to r e s ) ,  these measures produ­

ced a lso  negative  consequences. They not only curbed development 

of v e r t i c a l  in te g ra t io n  between companies included in to  o p e ra t io ­

nal programmes but a lso  between the remaining market p a r t ic ip a n ts .  

Operational programmes included a l l  economic un its  of c r u c ia l  im­

portance to the co u n try 's  economy. In the s i tu a t io n  of deep shor­

tages and other co n s tra in ts  imposed by the Centre, the remaining 

companies had the re fo re  very r e s t r i c t e d  p o s s ib i l i t i e s  of changing 

th e i r  marketing channels.

The next fa c to r  that hampered the development of v e r t i c a l  in ­

teg ra t io n  was high monopolization of market s t ru c tu re .  In  the 

period under study, desp ite  a great need for demonopolization, no 

safeguards of i n s t i t u t i o n a l . ( e . g .  a n t i t r u s t  l e g i s l a t i o n )  or beha­

v io u r i s t  charac te r  (e .g .  reduction  of market d is e q u i l ib r iu m ) were 

created  that could p ro tec t  the market from fu r th e r  monopolization 

or ensure cond it ions  for i t s  demonopolization3. In  some cases, 

due to the in trod uc t ion  of ope ra t iona l programmes and c rea t io n  of 

producers ' assoc i a t ions according to branch d iv is io n  and formation 

of only one a sso c ia t io n  of s ta te  r e t a i l e r s ,  the monopolization be­

came even w ider. As a r e s u l t  there were s t i l l  so le  or very few 

producers in some in d u s t r ie s ,  e .g .  in the production of household 

equipment l i k e  r e f r ig e r a to r s  and washing machines or rad io  and tv 

se ts  ( t h i s  was confirmed by in te rv iew s ;  see a lso  [ l 2 ] ) .  R e t a i le r s  

which were s p e c ia l iz in g  in the d is t r ib u t io n  of these products, 

often  according to an a d m in is t ra t iv e  d i v i s io n ,  had thus very l i t t l e  

or p r a c t i c a l l y  no choice  of sup p l ie rs  (see enclosure 2 point 5 ) .  At 

the same time, due to shortages in  the market a l l  r e t a i l e r s  held 

an in f e r io r  p o s it io n  in  r e la t io n  to producers - in these cond it ions  

producers, even the sm alles t  companies were behaving l i k e  monopo­

l i s t s  (see  [в ] and [ 9 ] ) .

Monopolization of market s t ru c tu re  is  becoming a more and 
more d i f f i c u l t  problem to so lve  in the present market s i tu a t io n  
and i t  may cause many d i f f i c u l t i e s  in the fu tu re .



The f i r s t  stage in in trod uc t ion  ot the economic reform witness­

ed a lso  the maintenance of u n i f i c a t io n  'of market s t ru c tu re  and 

growth of cond it ions  of u n ce r ta in ty .  Ju s t  as i t  was the case in 

.the previous period , d ec is ion s  concerning establishment of new eco­

nomic u n its  were l e f t  w ith  the cen tre .  In  the period under survey, 

thore was not c rea ted  a network of independent wholesale companies, 

and thus were missing cond it ions  that would promote development of 

v e r t i c a l  in te g ra t io n  between wholesale and r e t a i l  u n i t s .  Companies 

did not obta in  a f u l l  freedom in the area of e s ta b l ish in g  in te g ra ­

t ion  between economic u n its  with d i f f e r e n t  forms of ownership (state 

coopera t ive  and p r iv a te  companies) e i t h e r .  As fo r  the second 

problem, besides newly introduced re g u la t io n s ,  there were in force  

many regu la t ions  from e a r l i e r  period not adjusted yet to novel 

con d it ion s .  There was a lso  a lack  of long-term p r in c ip le s  of ope­

ra t io n  of companies (see  enclosure 1 po int 17 and 10). This s i t u a ­

t ion  led to a big degree of caution  shown by channel members and 

caused that they were o ften  u n w il l in g  to take a c t io n s ,  p a rt icu la r ly  

of a s t r a te g ic  ch a ra c te r ,  the consequences of which could not be 

foreseen.

In  such con d it ion s ,  no major changes vere  observed in the field 

of v e r t i c a l  in te g ra t io n .  There took p lace  only an in s ig n i f i c a n t  

in crease  in  the number of corporate  channels and a growth of in t e ­

re s t  of r e t a i l e r s  to e s ta b l is h  co n t ra r tu a l  t i e s  w ith  producers (see 

enclosure  1 point I  and 12). The T t iid ies , on the other hand, did 

not confirm  the hypothesis  tha t in trod u c t ion  of the economic re ­

form paved the way for d i f f e r e n t i a t i o n  of v e r t i c a l  in te g ra t io n  forms 

or tha t companies revea led  th e i r  in c l in a t io n  to innovat ions in 

th is  f i e l d  (see enc losure 1 po in t 7 and enclosure  2 po int 2 ) .  Cor­

porate  t i e s  continued to assume e form of producers ' own s to res  

with  production companies being in te g ra to rs  of these channels . No 

new forms of corporate  channels were in troduced. The main motiva­

t ion  fo r  e s ta b l is h in g  of these s t ru c tu re s  was the takeover of trade 

margin by the producer (see  enc los 'ire  1 po in t  10). The bas ic  v a r i a ­

b le  that in fluenced  the development of these channels was thus 

the in trod u c t ion  of the s e l f- f in a n c in g  p r in c ip l e .  S im i l a r l y ,  in the 

area ot co n t ra c tu a l  t i e s  there was preserved a form of f ranch is ing  

agreements. L ik e  in  the prev ious per iod , these t i e s  encompassed 

only in te g ra t io n  between producers and r e t a i l e r s  (no new forms of 

con tra c tu a l  in te g ra t io n  were introduced - see enclosure 1 po int 7,



9 and enclosure 2, po int 2) and were in i t i a t e d  by the l a t t e r  (see 

enclosure 1 po int 6, 13 and enclosure 2 po int 8 ) .  R e t a i l e r s  were 

a lso  aiming at expanding the number of t h e i r  su p p l ie rs  (see  enc lo ­

sure 2 po int 1). The main reason why r e t a i l  companies were in t e ­

rested in the estab lishm ent of these channels was th e i r  wish to 

ensure own sources of supply and reduce r is k  in th e i r  a c t i v i t y  (see 

enclosure 2 point 13). However, in the period under study, there 

was not recorded any expansion of these t i e s .  In the present con­

d i t io n s ,  production and trade companies found i t  d i f f i c u l t  to de­

termine th e i r  common short and long-term o b je c t iv e s .  Аз a r e s u l t ,  

even big trade companies, e .g .  department s to res  did not conclude 

new agreements w ith  producers. They could exert a lso  an i n s i g n i f i ­

cant in f lu ence  on d ec is ions  made in the sphere of production, e .g . 

concerning commodity and assortment s tru c tu re  of goods.

Due to the economic s i t u a t io n ,  the scope of e x is t in g  agreements 

between production and trade companies was qu ite  narrow. The agree­

ments covered mainly the product, i t s  p r ic e  and the s t ru c tu re  of 

d e l i v e r i e s  in each quarter of a year. In some cases the companies 

did not nego tia te  at a l l  the trade margin (10 out of 16 r e t a i l e r s ) ,  

q u a l i t y  (3 r e t a i l e r s )  or even the p r ice  of products (1 case ) - (see 

enclosure  2 po int 12 end enclosure 1 po int 15). In choosing t h e i r  

su p p l ie rs  they often  did not take in to  account such fa c to rs  as e .g .  

p r o f i t a b i l i t y  (A r e t a i l e r s ) ,  image of the sup p l ie r  on the market 

(3 r e t a i l e r s )  and previous c o n f l i c t s  w ith  him (5 r e t a i l e r s )  - (see 

enclosure  2 point 5 ) .  Under pressure of deep market d is e q u i l ib r iu m ,  

trade companies wanted only to re ce ive  "any p roduc ts " .  They some­

times even agreed to major concessions to keep the agreements w ith  

s u p p l ie r s .  For example, some agreements would s t ip u la t e  on ly  the 

t o t a l  va lue of goods to be supplied  to s to res  without any more 

d e ta i le d  d e sc r ip t io n  of th e i r  assortment s tru c tu re  or time of de­

l i v e r y .  In  cases where they could not have any formal agreements

w ith  producers, they often  t r ie d  to e s ta b l is h  in form al con tac ts
t

with  them. The behaviour of these companies confirmed, .thus, a 

th e s is ,  that in  cond it ions  of s e l f- f in a n c in g  in te g ra t io n  t i e s  are 

u su a l ly  i n i t i a t e d  by the companies whose s u r v iv a l  in the market 

or maintenance of t h e i r  p o s it io n  are threatened or such which 

through in te g ra t io n  may obta in  su b s ta n t ia l  f in a n c ia l  b e n e f i ts .  

Ju s t  l i k e  in the period preceding the reform, companies did not 

use any j o in t  marketing s tra teg y  e i t h e r .  None of market, p a r t i c i-



pants, n e ithe r  production companies holding a superio r  p o s it io n  in 

the s e l l e r ' s  market nor trade companies performed t y p ic a l  fun­

c t io n s  of the market channel leader such as determ ination  of chan­

n e l ’ s aims, a l lo c a t io n  of tasks among p a r t ic ip a n ts  and management 

and con tro l of the channel. Despite  strong monopolization of trade , 

the phenomenon of backward in te g ra t io n  did not appear in the Po­

l i s h  market e ither,4 .

The development of v e r t i c a l  in te g ra t io n  mainly fo r  f in a n c ia l  

reasons arouses a number of doubts. F i r s t  of a l l ,  a question a r i ­

ses whether in the cu rren t s i tu a t io n  in te g ra t io n  promotes bigger 

a d a p ta b i l i t y  of these channels to th e i r  environment. The answer.to 

th is  question is  l a rg e ly  n ega t ive .  Consumers' p references  and re- 

qurements exert a weak in f luence  on t h e i r  a c t i v i t y  in the market. 

Companies forming these channels did not c rea te  any ad d it io n a l  

u t i l i t i e s  for consumers, e .g .  ^adjustment of assortments 1;o th e ir  

needs, d e ta i le d  in form ation  fo r  consumers, e tc .  Companies did not 

apply e i th e r  any j o in t  s tra tegy  aiming at m inim ization of marke­

t ing  costs  and consequently , reduction  of p r ic e s ,  what was con­

firmed by in troduct ion  of mechanisms curbing excess ive  growth of 

p r ic e s ,  e .g . tax system and p r ic e  c o n t ro l .  P a r t i c u l a r l y ,  the f o r ­

mation of corporate  channels by producers seemed to have a very 

small s o c ia l  j u s t i f i c a t i o n  in  the analyzed period and was s trong ly  

c r i t i c i s e d  by r e t a i l e r s  (see  enclosure 2 po in t 7 ) .  P roducers ' own 

s to res  were o f fe r in g  a narrow range of products with a poor choice 

of assortments, s izes  and co lou rs .  They were a lso  p rov id ing  l i t ­

t l e  in form ation  fo r  producers about changes occurr ing  in demand. 

Such in form ation  was often  of an a cc id en ta l  ch a ra c te r .  These com­

panies did not have a q u a l i f ie d  personnel, who would be prepared 

to conduct market s tud ies  w ith  a p p l ic a t io n  of d i f f e r e n t  methods 

and techniques, e .g .  experimental s tu d ie s .  R e t a i le r s  o ften  s ta ted  

that th is  form of in te g ra t io n  would f ind  j u s t i f i c a t i o n  only under 

cond it ions  of b e t te r  supply of goods in  the market (see  enclosure

2 point 7 and enclosure 1 po in t 10). In  the present s i tu a t io n ,  i t  

would be more advantageous fo r  consumers and producers to open 

jo in t  s to re s ,  e .g . w ith in  the framework of an a s so c ia t io n  or by 

companies belonging to d i f f e r e n t  in d u s t r ia l  branches.

4
In  market economy cou n tr ie s ,  a l l  these v e r t i c a l l y  in te g ra ­

ted channels are s trong ly  d i f f e r e n t ia t e d .  See e .g . [13] and [14].



Development of v e r t i c a l  in te g ra t io n  in the cond it ions  described 

above may a lso  lead to growth uf market monopul i га t io n . fh ia  r e ­

fe rs  e s p e c ia l ly  to corporate  and con trac tua l t i e s  e s tab lished  by 

companies holding a monopol is  t i c  or sem i-monopoli s t i c  p o s it io n  in 

the market. S im i la r l y  to market-oriented economies, formation of 

such channels should be r e s t r ic t e d  by law through in trod uc t ion  of 

acts  regu la t ing  t ie s  between industry  and tra^e (see a n t i t r u s t  

regu la t ion  in the U .S. and the E .E .C ,  coun ties , e .g . [7 ] ,  [ l ] , 

f j ]  and [4 ] )  and through the in troduct ion  of other c o r r e c t iv e  me­

chanisms. One of them might be an increase in the share of small 

and medium-size companies in the market a tta ined  through th e i r  f a ­

c i l i t a t e d  entrance in to  the market, a p p l ic a t io n  of tax r e l i e f s ,  

e a s ie r  access to c r e d i t s ,  p lac ing  government orders with those com­

panies (e .g .  [ l l ] )  or development of in te g ra t io n  between them. 

Along with reduction of the market d ise q u i l ib r iu m , d i f f e r e n t  s ys ­

tems of in te g ra t io n  created  by these companies may become an impor­

tant form of competition for strong production and trade companies.

Development of v e r t i c a l  in te g ra t io n  between companies is  a lso  

dependent upon degree of p repara tion  and adaptation of the manage­

ment to operation  in new cond it ions .  The system of management 

through commands which has been in force tor a long time, has caus­

ed that companies are not always able to u t i l i z e  th e i r  a c t i v i t i e s  

in the sphere of d is t r ib u t io n  as one of elements in the marketing 

s tra teg y  determining success or f a i lu r e  of a f irm . In one of the 

analyzed companies included in to  opera tiona l programmes, i t  was 

found, fo r  example, that the company did not see any need, both 

now and in the future  to change the h ith e r to  employed forms of dis­

t r ib u t io n  or increase  i t s  degree of independence in th is  f i e ld  

( t h i s  answer was given by the manager of the trade department in 

th is  company and was not caused by any misunderstanding of the 

question - see a lso  enclosure 1 point 5 ) .  I t  i s  worth s tre ss in g  

that not a l l  companies were able to determine fo r  what type of pro­

duces the formation of corporate  or co n tra c tu a l  channels was pro ­

f i t a b le  fo r  them (see enclosure 1 po int 10 and enclosure 2 po int 

7 ). These c r i t i c a l  remarks concern fo r tu n a te ly  only a part  of the 

management. In  the m a jo r ity  of analyzed companies, there  was ob­

served a high a d a p ta b i l i t y  of managerial s t a f f  to operate in  chan­

ging cond it ions .  These companies were a lso  aware of b en e f i ts  for 

consumers and economic u n its  f low ing from development of v e r t i c a l



in te g ra t io n  in the future  when the market d iseq u i l ib r iu m  was re ­

duced and competition in  the market appeared.

A. Conclusions

Development of v e r t i c a l  in te g ra t io n  is  dependent upon c rea t io n  

of appropriate  system and market con d it ion s .  During the f i r s t  stage 

in in troduct ion  of the economic reform, there was s t i l l  main­

ta ined , to a large ex tan t,  the command-type management of the dis­

t r ib u t io n  sphere by the Centre, and there were not abolished other 

b a r r ie r s  hampering in te g ra t io n  processes, mainly market d i s e q u i l i ­

brium, monopolization and u n i f i c a t io n  of market s t ru c tu re  and un­

c e r t a in t y .  These cond it ions  did not a llow  for any more pronounced 

development of v e r t i c a l  in te g ra t io n .  As the described b a r r ie r s  are 

c lo s e ly  in te r r e la te d ,  the so le  growth of companies' autonomy is  

a lso  not a s u f f i c i e n t  cond it ion  for c rea t io n  of such s t ru c tu re s .  

I t  i s  necessary to remove a l l  the c o n s t ra in ts .  In  the present mar­

ket cond it ions  unrestra ined  development of v e r t i c a l  in te g ra t io n  ba­

sed mainly on the p r o f i t  c r i t e r io n  may lead , moreover-, to a f u r ­

ther monopolization of the market and poor a d a p ta b i l i t y  of these 

channels to the environment.

Enclosures

E n c l o s u r e  1

Resu lts  of the Questionnaire  Survey C a rr ied  Out 

In Production  Companies 

(a l to g e th e r  11 respondents)

1. Has the number of f irm s cooperating w ith  your company, as 

compared with the period before the reform?

Increased Decreased Remained the same |

- 2 9

2. I f  the number of cooperating firms has decreased, p lease sta­

te the bas ic  reasons:

- in c lu s io n  in to  op e ra t io na l programmes - 2

- lack  of raw m a te r ia ls  - 2



\

3. Assuming that the economic reform is  c o n s is te n t ly  implemen­

ted do you think that in  fu ture  i t  w i l l  be j u s t i f i a b l e  to increase 

the number of buyers;

Yes No

4 7

a) reasons i f  yes:

- in order to increase turnover and p r o f i t s  - 2

- i t  i s  necessary to increase  exports - 1

- because there should be an increase in output - 2

b) reasons i f  no:

- to decrease d is t r ib u t io n  costs - 6

- the company is  too small - 1

4. P lease  s ta te  the ac tua l le v e l  of your company's- autonomy

for  each of the mentioned spheres:

Sphere of decision-making
Leve l ol company 's  autonomy

very
big

big medium small none

S e le c t io n  of buyers 1 4 2 1 3

Volume of output - 7 2 2 -

Assortment - 8 3 - -

P r ic e - f ix in g 6 - 2 3 -

In te g ra t io n  w ith  other com­
panies - 1 3 3 4

S e le c t io n  of market t e r r i t o r y - 4 4 1 2

S e le c t io n  of market segments - 4 4 2 1

Estab lishment of companies - - 3 2 Ć

Organ izat iona l s t ru c tu re  of 
company 1 9 1 - -

S a la r ie s  and wages - 7 3 1 -

Number of employees - 5 3 3 -

5. Do you consider i t  necessary to increase companies' freedom 

to s e le c t  t h e i r  buyers?

Yes No

5 6

a) i f  yes, should i t  be? 

s ig n i f i c a n t  - 3 

moderate - 2

6. Which fa c to rs  played d e c is iv e  ro le  before the reform (1 )  

and are p lay ing  now*(2) in s e le c t in g  the buyer?
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Rate of in f luence

F actors (1 )  ■ (2 )

very
big

big me­
d i ­
um

smal 1 none very
big

big me­
d i ­
um

smal 1 none

1 2 3 4 5 6 7 В 9 10 11

Producer 's  
i n i t i a t i v e 3 2 2 4 3 1 2 3 2

Buye r 's  
i n i t i a t i v e 1 5 3 1 1 3 6 1 - I

Dec is ions of 
c e n t ra l  
au thori t ie s 5 2 2 2 2 2 1 1 • 5

R e s t r ic t io n s  
of companies 
market t e r ­
r i t o r y  impo­
sed by the 
Centre 4 1 1 5 2 2 1 2 4

Suggest ions 
of c e n t ra l  
a u th o r i t ie s 3 1 4 2 1 2 3 4 2

Long-term 
cooperation 
w ith  the 
buyer 4 5 1 1 4 5 1 1

No c o n f l i c t s  
with  the 
buyer 4 4 3 . 3 4 2 2

F o r tu i t y - - - 4 7 - - - 4 7

7. Does cooperation between production and r e t a i l  companies 

take new forms?

Yes No

11

a) comments:

- i f  there is  no com petit ion, nothing w i l l  change; the produ­

cer  w i l l  keep h is  super io r  p o s it io n  in r e la t io n  to trade companies;

- d i r e c t  cooperation  between production and r e t a i l  companies is  

hampered by ope ra t iona l programmes and d ec is ion s  of producers' as ­

s o c ia t io n s .

B. Wnat are the bas ic  forms of e s ta b l is h in g  con tac ts  with 

buyers and wnat is  th e i r  importance?



Forms of e s ta b l is h in g  contacts
Rate of importance

very
big big me­

dium small none

Organized meetings of buyers 
and s e l l e r s ,  trade f a i r s 6 1 - 3 1

W rit ten  o f fe r s 1 5 1 1 3

Personal con tac ts  ( in fo rm a l) 1 5 2 2 1

9. Are there any changes in the forms of e s ta b l is h in g  con tac ts  

with buyers as compared with the period before the reform?

Yes No

2 9

10. I f  your company possesses i t s  own r e t a i l  u n i t s ,  would you 

l ik e  to en large th e i r  number?

Yes No No answer

6 4 1

a) i f  yes, what are the reasons:

- to take over trade margin - 5

- to ri-ctti ve quick information about- changes occurr ing  in dem­

and - 2

- for «Ml products - 1

- for аыив products, eg. co n fec t io n a ry ,  men's wear - 2

b) other comments:

- yes, but under cond it ions  of f u l l  supply w ith  raw m a te r ia ls ;

- i t  depends on the p o s s ib i l i t y  to increase  the output;

- i t  depends on the reduction  of cond it ions  of u n ce r ta in ty .

11. Do you th ink  that producer-owned r e t a i l  shops c o n s t i tu te  a 

form of competition for other trade companies now and w i l l  con­

s t i t u t e  i t  in  the fu tu re ?

I  ime Yes No

Now 2 9

In fu tu re 7 4

12. Are buyers in te res te d  in e s ta b l is h in g  f ra n c h is in g  agreements 

w ith  producers?

Yes No

9 2

13. Who in i t i a t e d  the estab lishm ent of f ra n c h is in g  agreements? 

r e t a i l e r  - 8

producer - 2



14. What are the b en e f i ts  fur in d u s t r ia l  companies of having 

f ran ch is in g  agreements?

- the company rece ive s  prompt in form ation  concerning demand, 

.consumers' opinion about products, e tc .  - 5

- they help to promote company's trade mark - 3

- they help to increase  consumers' lo y a l t y  to company's trade 

mark - 2 .

- they g ive  the p o s s ib i l i t y  to d iv id e  trade margin between the 

producer and r e t a i l e r  - 2 (e.g. 75 per cent of wholesale margin for 

the producer and 25 per cent for the r e t a i l e r )

15. What are the bas ic  elements of con trac ts  negotiated with 

su p p l ie rs  (1 )  and buyers (2 )

* Scope of nego tia t ions .

Elements of 
con trac ts

(1 ) (2 )

very
big

big me­
d i ­
um

small none very
big

big me­
d i ­
um

small none

Assortment 3 7 . 1 - 3 5 2 1 1 -

Volume of 
supply 3 6 1 1 5 4 2

Products
q u a l i t y 1 2 7 • 1 5 1 2 1 1

Time of de­
l i v e r y 3 7 3 • 1 3 6 1 . _

Frequency of 
d e l i v e r i e s 1 1 6

•

1 2 5 8 2

P r ic e 2 4 1 2 5 1 1 3 -

Trade margin 1 3 1 1 3 1 3 2 3 -

16. Mention 3 elements of co n tra c ts  that you consider to be 

the most important;

assortment - 8 frequency of d e l i v e r i e s  - 0

q u an t i ty  - 6 p r ic e  - 6

q u a l i t y  - 5 trade margin - 0

time of d e l iv e ry  - 6

17. What are the bas ic  cond it ions  necessary to increase  pro­

ducers ' in te r e s t  in e s ta b l is h in g  f ran ch is in g  agreements and other 

con tra c tu a l  forms of v e r t i c a l  in te g ra t io n ?

- reduction  of market d is e q u i l ib r iu m  - 3

- appearance of com petition  on the market - 4



- long-term p r in c ip le s  ot opefation  of companies - 2

- companies' freedom to e s ta b l is h  contacts  with su p p l ie rs  and 

buyers - 4

E n c l o s u r e  2» •

Resu lts  of the Questionnaire Survey Carr ied  Out in R e ta i l  

Companies (a lto g e th e r  16 respondents)

1. Do you consider i t  b e n e f i c ia l  for  your company to increase  

the number of your su p p l ie r s ?

Yes No

15 1

a) i f  yes, why:

- to broaden the assortment of products - 4

- to improve the q u a l i t y  of products o ffe red  to consumers - 3

- to‘ s e le c t  the best supp lie rs  - 2

- to i n i t i a t e  competition between supp lie rs  - 3

2. Does cooperation with producers take new forms?

Yes No

1 15

3. Has ad m in is t ra t iv e  a l lo c a t io n  of products, as compared with

the period before the reform?

Considerably
decreased

Decreased Remained 
the samo

Increased Considerably
increased

_ 1 9 5 1

4. P lease  s ta te  the actua l l e v e l  of your company'.s autonomy in 

each of the mentioned spheres

Leve l of company's autonomy
Sphere ot decision-making very

big
big medium small none

1 £ 3 4 ■5 v 6 *

S e le c t io n  of sup p l ie rs 2 3 5 2 4

S e le c t io n  of assortment 3 2 6 3 2

Defin ing  of trade a c t i v i t i e s 1 3 7 2 3

P r ic e - f ix in g 1 6 6 2 1

S e t t in g  of trade margin 1 2 2 '6 5

In te g ra t io n  with other 
companies 3 2 1 3 7



1 2 3 4 5 6

S e le c t io n  of market t e r r i t o r y 1 1 4 5 5
S e le c t io n  of market segments 1 1 5 1 0
Estab lishment of companies 1 2 2 1 10
Organ izat iona l s t ru c tu re  of 
company 3 5 4, 3 1
S a la r ie s  and wages . 4 5 3 3 1
Number of employees 4 ■ 0 3 - 1

5. Which fa c to rs  p layed d e c is iv e  ro le  before the reform (1 ) 

and are p lay ing  now (2 ) in  s e le c t in g  the supp lie r

Rate of in f luence

Factors (1 ) (2 )

very
big

bic. me­
d i ­
um

small none very
big

big me­
d i ­
um

small none

C en tra l de­
c is io n s  

, (adm in i­
strative di­
s t r ib u ­
t ion  of 
products) 7 4 1 2 7 2 1 2 2

R e s t r ic t io n s  
of compa­
n ie s '  mar­
ket t e r r i ­
to ry  im­
posed by 
the Centre 1 6 5 1 3 3 4 3 4

Profitab ility 1 2 2 5 4 1 4 1 4 4

Image of the 
sup p lie r  
on the 
market 1 5 1 3 4 2 3 2 4 3

No c o n f l i c t s  
w ith  the 
sup p lie r 2 2 5 5 2 3 4 5

Trad it ion 4 6 3 - 1 4 6 3 _ 1

Trade compa­
ny's i n i ­
t i a t i v e 4 5 3 1 1 6 5 2 1

The sup­
p l i e r '  s 

in it iat ive 3 2 1 4 4 1 1 6 6

F o r tu i t y - - 1 6 7 - - 1 6 7



6. What are the bas ic  forms of e s ta b l ish in g  contacts  with sup­

p l i e r s  and what i s  t h e i r  importance for the company?

Forms of e s ta b l is h in g  contacts
Rate of importance

very
big

big medium smal 1 none
1

Organized meetings of buyers 
and su p p l ie rs ,  trade f a i r s 6 6 4

W itten  o f fe r s 1 3 4 5 3

Personal con tac ts  ( in fo rm a l) 11 3 2 - -

7. Oo you consider i t  j u s t i f i a b l e  to develop corporate  chan­

ne ls  in teg ra ted  by producers?

Yes No

1 15

a) comments:

- they have no s o c ia l  j u s t i f i c a t i o n  because they don’ t provide 

any b en e f i ts  for consumers;

- not in cond it ions  of deep shortages of products;

. - a producer should concentrate  on the sphere of production 

and not on d is t r ib u t io n ;

- yes, fo r  some products, e .g .  foods tu ffs .

8. Who i n i t i a t e d  the estab lishm ent of f ranch is ing  agreements?

producer - 2

r e t a i l e r  - 11

9. I f  f ra n c h is in g  agreements were i n i t i a t e d  by trade companies, 

was i t  d i f f i c u l t  to persuade producers to e s ta b l is h  them?

Rate of d i f f i c u l t y

very big big medium small none

4 - 3 . 2 I

10. What i s  the cu rren t  performance of ^asks by producers 

s t ip u la te d  in  f ra n c h is in g  agreements?

Rate of performance

very good s a t is f a c to r y u n s a t is fa c to ry none

- 4 3 1
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11. Ie  fu l f i lm e n t  of producers ' tasks s t ip u la te d  in f ranch is ing  

agreements as compared with other - simple con trac ts  concerning the 

turchase of products?

Much b e tte r B e t te r S im i la r Smalle r Much sm aller

2 2 2 1 -

12. What are the bas ic  element? of con tra c ts  negotia ted  with 

producers?

Elements of con tra c ts
Scope of n ego tia t ions

very
big

big .medium smal 1• none

Assortment 2 4 5 3 2

Volume of supply 5 3 4 4 -

P ro d u c t 's q u a l i t y - 1 6 6 3

Iime of d e l iv e ry 1 4 9 2 -

Frequency of d e l i v e r ie s 1 3 4 6 2

P r ic e 2 9 - 4 I

Trade margin - 1 3 1 10

13. How do you assess r e t a i l e r s '  b e n e f i ts ,  in  the present s i ­

tu a t io n ,  of having f ra n c h is in g  agretements w ith  producers?

R e t a i l e r s '  b en e f i ts

P o s s ib i l i t y  to achieve these 
benefi ts

very
big

big medium small none

P r o f i t a b i l i t y - 4 4 1 -

C o r fo rm ab il i t y  of supply 
w ith  orders placed by 
r e t a i l e r s 4 2 2 1

Freedom of choosing 
assortment 2 4 1 2

Con fo rm ab il ity  of supply 
w ith  consumers' demand - 3 2 3 1

P r e f e r e n t i a l  treatment by 
producer 1 4 2 1 1

D iv is io n  of trade r is k  with 
the producer - 2 1 3 2

Bigger cho ice  of assortments - 1 3 4 1

Prod ucer 's  a ss is tan ce ,  e .g . 
in opening a f ran ch is in g  u n it - 1 1 2 5

Regular t ra in in g  for r e t a i l e r ' s  
personnel 1 _ Ü
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4. What are the bas ic  cond it ions  necessary to increase produ- 

in te r e s t  in e s ta b l is h in g  f ran ch is in g  agreements with buyers? 

decrease of market ( d is e q u i1ibrium - 5 

freedom to s e le c t  sup p l ie rs  and buyers - 4 

f u l l  supply in raw m a te r ia ls  and other products - 3
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E lż b ie ta  Guzek

INTEGRACJA PIONOWA W KANAŁACH RYNKU 
W PIERWSZYM ETAPIE WPROWADZANIA REFORMY GOSPODARCZFJ 

(wyn ik i badań)

Jedną z cech kanałów rynku w Po lsce  j e s t  n ie w ie lk i  rozwój in - '  
t e g r a c j i  pionowej. Podstawowymi czynnikami, k tóre  og ran iczy ły  te 
procesy w okres ie  powojennym b y ły ;  wysoki stop ień  c e n t r a l i z a c j i  
zarządzania gospodarką, nierównowaga rynkowa typu ssan ia  oraz zna­
czne u jed no l icen ie  i  monopolizacja s t ru k tu r  rynku. Celem tego a r ­
tyku łu  j e s t  zbadanie czy wprowadzenie reformy gospodarczej w P o l ­
sce stworzyło  warunki d la rozwoju kanałów zintegrowanych pionowo. 
Wyniki o p ie ra ją  s ię  głównie na badaniach empirycznych. Autorka zwra­
ca uwagę również na konsekwencje, j a k ie  może wywołać n iek o n tro lo ­
wany wzrost procesów in teg racy jnych  w obecnej s y tu a c j i  rynkowej.


