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FOUNDATIONS AND FUNCTIONING MECHANISM 
OF MARKET CHANNELS

1. REGULATORY AND REAL MARKET PROCESSES

The m arket and phenom ena taking place in it are generated by 
requirem ents posed by distribution of the national income, relations 
betw een the sta te  and individual m arket participants, and a need of 
m aintaining economic ties w ith abroad.

Focussing our a tten tion  on d istribution of the national income, th a t 
is distribution, our research in terest will encompass processes covering 
exchange of products betw een economic units and households.

Households acquire products from  their individual incomes obtained 
through d istribu tion  of the national income and the final product. This 
income m ay be determ ined d irectly  on the basis of decisions made by 
organs of m anagem ent and concerning the level of wages and prices 
or indirectly  by creation of convenient conditions of purchasing pro-
ducts in the m arket, or still by freeze of purchasing funds due to 
supply shortages in relation  to quan tita tive  and qualitative dem and 
declared by households in the m arket.

The m arket, as a tool of verification of social u tility  of production 
and social effectiveness of trade  mechanism , provides the most syn the-
tic evaluation of the m anagem ent system  effectiveness in its most 
im portan t function of balancing flows of products supply w ith  flows 
of dem and, in dynam ic approach, corresponding to the need of syste-
m atic developm ent.

Relationships betw een economic units operating in the m arket in 
the sphere of production and trade  and m anagem ent organs are a re -
flection of relationships existing betw een regulating and real processes.

* Prof. Dr hab., In stitu te  of Domestic T rade and Services, W arszaw a (Po-
land).



The m arket represents a sphere characterized w ith plenitude of real 
processes; no real process can be carried out w ithout regulation and 
correspondingly each regulation envisages generation of a real process. 
But the essence of the problem  lies in the fact th a t this assum ption 
can be deceptive since both an im proper level of regulation, its exces-
sive m eticulousness, and wrong choice of the regulation instrum ents 
cause deviations or quite unintended regulating processes.

It is erroneous to identify regulation w ith m anagem ent organs as 
regulation takes also place as a resu lt of m utual in teraction of econo-
mic units as well as — and to a growing ex ten t —  through influence 
exerted  by household decisions on real process of production and trade. 
The im portance of regulatory  processes ensues from  the fact th a t 
they  directly  concern buying and selling transactions of products p u r-
chased m ainly by households as the biggest consum er of the national 
income.

Regulating and real processes are based on inform ation circulating, 
w ithin d ifferen t vertical and horizontal systems, betw een the m anaging 
and the  m anaged, betw een economic units as well as betw een them  
and households. These processes are not only based on inform ation but 
they  are also highly dependent on it. I t exerts a decisive influence on 
curbing of regulating processes taking place in m anagem ent organs as 
a resu lt of growing im portance of regulating processes initiated  in ho-
rizontal ties of economic units and in their transactional ties w ith  
households. T hat is necessitated by continuous grow th of com plexity of 
problem s to be solved, uncertain ty , insufficient reliab ility  of inform a-
tion and abundance of inform ation which cannot any longer be cen tra-
lized in adm inistrative institutions.

There is no a lternative of choice betw een central planning and ra -
tional scope of independence of companies along w ith their indirect 
steering by m anagem ent organs. These are not contradictory solutions 
because any im provem ent in the central planning system  should p ro -
mote its consolidation and im plem entation through activities of econo-
mic units.

A w ider approach to processes of planned regulation of production 
and selling allows to distinguish two in terre la ted  phenom ena. One of 
them  is planning of size, diversification, and ways of consum er goods 
production and their tran sfer to buyers or end users; the o ther phe-
nomenon is planning and developm ent of production and service re -
sources. A ccuracy of prediction, planning and realization of produc-
tion and goods turnover determ ines the level and dynam ics of satisfac-
tion of consum er needs, and their acceptance of plans and products 
tu rned  out on their basis determ ines optim al utilization of production



and service resources as well as their fu rth e r  developm ent. T hat is the 
essence of ties betw een industry, trade  and houselholds and th a t also 
explains disturbances in functioning of the m arket as well as fluctua-
tions in socioeconomic effectiveness of the m arket and its channels.

Despite evident draw backs of m anagem ent centralization there  con-
tinue to be m any adherents of the system  and there  a re  voiced opi-
nions according to which the level of centralization cannot be de-
creased until m arket equilibrium  is achieved. Nonetheless, as it is 
pu t by P. Sulmicki: „A perfectly  centralized system , as an exclusi-
vely d i r e c t i v e  system , can be called an i n d u c i n g  system. 
I t requires not only perfect inform ation but also perfect compliance of 
perform ers —  robots in execution of orders” 1. Let us add here th a t 
it also calls for perfect skills in use of inform ation by the central m a-
nagem ent organ ensuring a capability  of m aking unerring  decisions. 
For these reasons a perfec tly  centralized system  rem ains only a theo-
retical abstraction while in practice we are  dealing w ith  an im per-
fectly  centralized system  tending to increase the degree of centraliza-
tion in a situation when fallib ility  of centralization points a t a need of 
decentralization.

For instrum ents of m arket regulation to be effective there  m ust be 
ensured  a speed of production and trade activities and shortening of 
tim e in which economic units respond to m arket requirem ents. Speed 
of activities enables m axim ization of production in  tim e unit, the 
shortest flow of the product from  production to consum ption, and thus 
m axim um  shortening of the product ro ta tion  tim e in each link and 
at each level of the m arket channels system . Extended tim e of ro ta -
tion, above lim it value, produces such negative phenom ena as assort-
m ent gaps, ill adaptation of supply to requirem ents of buyers as re -
gards quality  of products, price relations, and place, tim e, and term s 
of sale.

2. MARKET MECHANISMS

M echanism of m arket functioning is composed of principles and ru -
les of m anagem ent, instrum ents providing m otivation, stim uli, and re -
strictions in economic activ ity  of companies as well as psychological 
a ttitud es  of m anagem ent and employees of economic units determ ining 
th e ir response to needs presented by m anagem ent organs and the m ar-

ket.

1 P. S u l m i c k i ,  Planowanie i zarządzanie gospodarcze (Economic P lan n ing 
and  M anagement), W arszawa 1973, p. 344.



These a ttitudes depend on „rules of the gam e” providing a driv ing 
force for the mechanism. If these ru les are based on harm onious in te r-
action of plan and m arket instrum ents, then  economic units can take 
into account consum er needs, they can respond to changes in dem and 
and supply w ithin the lim its of prices and m easures evaluating th e ir  
m arket decisions and obtained effects in line w ith  general social p re -
ferences.

Separation of these two kinds of instrum ents does not afford possi-
bilities of utilizing m arket criteria  of regulating the behaviour of eco-
nomic units. They become m ainly oriented at „the gam e” w ith  the  
cen tral m anagem ent organ instead of „the gam e” w ith the m arke t 
w ithin lim its defined by central plans of socio-economic developm ent. 
„Each move of au thorities — as J. Tymowski w rites — aimed at b e tte r  
satisfaction of the society’s needs, is considered by the com pany from  
the point of view of its best utilization in producing m ost benefits w ith 
possibly sm allest input of labour and apparen t compliance w ith the 
disposition of au thorities” 2.

A pparent activities are a characteristic  phenom enon of the m echa-
nism generating „the gam e” w ith  m anagem ent organs. These are acti-
vities which —  due to their real character and direct targe t — are dif-
feren t from  w hat they  m ight look to be. They are generated by insti-
tu tional and organizational system  of centralized decision-m aking and 
kinds of recognized values forcing execution of unpractical disposi-
tions 3.

A nother m anifestation of „the gam e” w ith cen tral m anagem ent 
organs is supplying them  w ith  m isleading inform ation concerning rea l 
possibilities of optim ally effective u tilization of hum an and m aterial

2 J. T y m o w s k i ,  E tyka dyrektora przedsiębiorstwa, (Ethics of Com pany 
D irector). Tow arzystwo Naukowe O rganizacji i K ierow nictw a Oddział w  Szcze-
cinie, II K onferencja z cyklu: D yrektor przyszłości w  św ietle teorii i p ra k tyk i 
(2nd Conference on: D irector of the  F u tu re  in the  Light of Theory and Practice), 
Kołobrzeg 1978, p. 77.

8 The source of ap p aren t activ ities generated by th is m echanism  lies in 
a duty  of perform ing som ething w hich e ither a t a ll or in  th e  recom m ended way 
cannot be perform ed, or of som ething w hich is ac tually  unnecessary to  achieve 
a given target. Inab ility  of perform ing these activities is am ong o thers caused 
by false assum ptions concerning rea lity  m ade in the disposition; the  fact th a t  
actions envisaged by it call for m ore tim e w hich is sim ply m issing; th e  fac t 
th a t the ir perform ance calls for excessive involvem ent of some group of people, 
who m eanw hile m ust perform  other activ ities essential for them ”. J. L u t  у ń -  
s к i, Działania pozorne (A pparent Activities), „K ultura i Społeczeństwo” 1977, 
Vol. XXI, No. 2, p. 13.



resources and thus filling the gaps existing in the m arket as well as 
dim m ing the p icture of achieved effects of economic a c tiv ity 4.

The system  of m arket organization is determ ined by functions of 
economic units of industry , trade, and services operating in it. Defini-
tion  of functions on the basis of the aim  of the socio-economic activ ity  
and by m eans of m otives and stim uli of their achievem ent, transactio-
nal ties which economic units can establish betw een them selves, a tti-
tudes, restrictions or m easures facilitating  flow of goods and infor-
m ation — provides determ inan ts of a ttitudes and responses of the 
m arke t channels.

Insufficient in tegration of aims of industrial and trade companies 
in socio-economic planning and in m anagem ent instrum ents, lack of 
convergence betw een m otives and stim uli determ ining production of 
goods and their flow to consum ers create especially favourable con-
ditions for grow th of elem ents disin tegrating the behaviour of m arket 
participants induced by „M an’s inclination to self-identification w ith 
his task and role, to become ,,a representative of in te rests” 5.

It provides favourable conditions for pathology of aims of indu-
stria l and trade companies, and even whole branches of industry  and 
trade. Its reflection is „struggle” to satisfy the in terests of a given 
unit, branch, m in istry  which has little  to do w ith satisfaction of con-
sum er interests. Thus struggle is revealed in mass a ttitudes of p rodu-
cers, who produce to be able to sell their ou tput to trade organiza-
tions, and in a ttitudes of trade  units considering them selves to be exe-
cutors of production plans and representatives of consum er interests. 
Both these false a ttitudes cause th a t orientation a t satisfaction of con-
sum er needs is given up by producers and trade  companies, w ith orien-
tation  at product placem ent in trade links predom inating among pro-
ducers, and th a t of facilitated sales consisting in endeavours m ade by 
consum ers to buy the necessary goods predom inating among trade 
units.

4 Researches conducted in  1970 in  the Office of Economic A nalyses of the 
P lanning  Commission showed th a t w hile p reparing  annual analyses of econo-
mic perform ance of com panies and  unions of producers 70 per cent of economic 
un its  under survey confirm ed a tendency tow ards hiding rea l reasons of sho rt-
com ings and a tendency tow ards im proper presen tation  of economic situation  in 
un its obliged to perform  the  analysis of th e ir  activities. B. G l i ń s k i ,  S ystem  
funkcjonow ania  gospodarki (The Economy’s Functioning System), W arszawa 1977, 

p. 12.
5 See J. K  o r  n a i, A ntiequilibrium , W arszawa 1973, p. 131.



3. SELLER’S AND BUYER’S MARKET — DOMINANCE AND SUBORDINATION

A general answ er to the question w hether there  exists ,.pressure” 
or „suction” in the marked m ay be provided by a picture of a queue 
consisting of producers and sellers w aiting for consumers, buyers of 
products, or two queues: one to shops, the o ther one to industrial 
p lan ts consisting of consum ers or sellers try ing  to buy products tu rned  
out in insufficient quan tity  and quality. In order to estim ate a gap 
betw een supply and dem and it is not enough to determ ine only th e  
num ber and types of products being in deficit as these are goods w hich 
can be som etim es obtained bu t those who wish to obtain them  outnum -
ber those who m anage to obtain them . Deficit goods — as it is correctly  
rem arked by J. K ornai —  do not include these products, which have 
never been available in the m arket, or those which nobody can b u y 6. 
Only w hen these goods are taken  into consideration can we have any  
clear idea about the ex ten t of the gap betw een supply and satisfaction 
of needs.

The concept of the b uyer’s m arket is usually  connected w ith  pre-
dom inance of product supply over the  existing dem and, while th a t of 
the seller’s m arket — w ith  predom inance of dem and over supply; w ith 
the situation  of the  firs t type being desirable and the second type un-
desirable. Predom inance of supply over dem and does not, how ever, 
have to im ply dom inance of consum er in terests in the m arket, and th u s  
it does not alw ays deserve to be called the b uyer’s m arket. That is 
due to the fact th a t negative phenom ena of dominance of producers 
and trade organizations can appear also in the  m arket being characteri-
zed w ith  predom inance of supply over demand. They are, however, of 
a d ifferen t character then  and they  produce d ifferen t consequences 
than  in a situation w hen dem and is bigger than  supply. Negative phe-
nomena of dom inance resu lt from  the possibility of exerting  an unde-
sirable influence on consum er decisions by producers and trade  un its  
by m eans of im proper strategies and m arketing techniques producing 
psychic pressure on consum er decisions.

A s truc tu re  of predom inance of dem and over supply m ay be bu ilt 
inconsistently w ith the rea lity  or w ith  rational struc tu re  of needs, being 
made „consistent” by m ethods infringing upon sovereignty of buyers 
and freedom  of their choice, w ith a form al presence of the  b uyer’s  
m arket situation.

In a sim ilar w ay also the seller’s m arket m ay become a term  depri-
ved of favourable im plications for a facilitated life of producers and

6 See K o r n a i ,  op. cit., p. 317.



m arket m iddlem en, as buyers — having now a possibility of postpo-
ning in tim e the m om ent of buying products or buying them  outside 
the home m arket —  will not be inclined to effect forced purchases, 
which produces gigantic increm ent of inventories of products finding 
no buyers along w ith all its political, economical, and social im plica-
tions for producers and trade  organizations. A chain of com pulsory or 
forced purchases of goods not possessing the required  u tility  values 
encompassing the producer —  trade  — household chain, severed in the 
final link of the chain, m arks a beginning of difficulties in deliveries 
of products by producers to trade  units.

W ell perceived social and economic in te rest consists in creating 
such possibilities of choice for households th a t inaptitude, ineffectiveness 
and social indifference of units creating supply of goods can be re -
vealed and elim inated in the m arket itself by o ther com petitive possibi-
lities of needs satisfaction.

Even w hen such desirable com petition is absent there  alw ays exist 
com petitive situations of d ifferen t kinds. P roducers compete betw een 
them selves to obtain raw  m aterials, orders, buyers, while sellers com-
pete to win suppliers, a possibility of obtaining a ttrac tive  goods, profi-
table m arkets and buyers. Consum ers compete betw een them selves to 
get a possibility of purchasing necessary products, obtain favourable 
term s of purchase etc. The m arket situation determ ines a predom inan-
ce of a given form  of com petition w hether these are  buyers who com-
pete for suppliers or suppliers com peting for buyers.

More precisely —  the  firs t type of com petition produces dom inan-
ce of dem and over supply, and the  o ther one — of supply  over de-
mand. This causality  is form ulated  by J. K ornai as follows: „The cha-
rac ter of com petition is determ ined by a relative pow er of m arket fo r-
ces: degree of m onopolization o r dispersion in  corresponding branches 
exerts a secondary im pact on behaviour of buyers and sellers” 7.

The state  of m arket equilibrium  as well as the s tru c tu re  of actual 
powers of producers and trade organizations can be estim ated while 
analyzing a negotiation cycle and inform ation and advertising struc-
ture. W ith dom inance of supply over dem and appears a full negotiation 
cycle betw een contracting parties s tarting  w ith  an offer subm itted by 
producers to sellers, inform ation intended to encourage buyers to buy 
the offered products and advertising efforts of the  producer addressed 
d irectly  to prospective buyers. Conclusion of a transaction  is usually  
combined w ith  provision of goods prom otion m eans in the re ta il n e t-
w ork by the producer and participation in costs of sales prom otion

7 K o r  n a  i, op. cit., p. 386.



aim ing at linking a product w ith its place of selling in m inds of con-
sum ers.

W hen demand predom inates, supply transactions of buying goods are 
based on lists of requirem ents and orders placed by trade  organiza-
tions which are  only partly  respected by producers, who do not under-
take, as a rule, any inform ative and advertising activities being sure 
th a t their whole output will be bought by trade organizations. This 
certa in ty  is guaranteed by a com pulsory situation of trade  m iddlem en 
or by the fact th a t the la tte r are induced to buy by means of direct 
m ethods of in tervention of m anagem ent organs in operational activi-
ties of economic units.

Predom inance of supply over dem and generates d ifferen t kinds of 
producer’s actions oriented at trade  organizations and d irectly  a t con-
sum ers the aim  of which is to expand sales of products by m eans of 
inform ation, advertising, and dem and stim ulation strategies. On the 
o ther hand, w hen dem and exceeds supply such activ ity  is missing or 
it is carried  out only to an insignificant ex ten t while there  is employed 
advertising addressed to consum ers by trade. This activ ity  does not 
and cannot encompass those articles which are  rea lly  a ttrac tive  for 
buyers bu t ra th e r  those products, which as a resu lt of m ore or less 
com pulsory purchases from  producers fail to arouse the in terest of 
consum ers as they  do not correspond to their needs and qualitative 
requirem ents.

I t would, however, be w rong to tre a t every type of inform ative or 
advertising activ ity  of trade, the object of which are  concrete pro-
ducts, as a sym ptom  of m arket disequilibrium . Trade also advertises 
sales of products w hen supply exceeds dem and in order to stim ulate 
dem and in the long run. The purpose of advertising is d ifferen t when 
products com plete their planned life cycle in the m arket, fashions 
change or products lose their a ttractivess as a resu lt of seasonal de-
mand. In all these cases prom otion of products by trade is usually  lin -
ked w ith  price reduction or offering of m ore favourable term s of 
paym ent for goods. S im ilarly  advertising activities of trade  should 
not be trea ted  as a reflection of dom inance of dem and over supply 
in those instances w hen advertising is undertaken  jo intly  w ith  indu-
s try  as a m arketing s tra tegy  elem ent the aim  of which is launching of 
new products in the m arket.

Analyzing the struc tu re  of inform ation and advertising and p e r-
form ing a carefull analysis of th e  negotiation process of m arket 
channels we can obtain a valuable index for estim ation of equilibrium  
betw een supply and dem and in particu la r segm ents and whole m arket.



4. STRUCTURE OF MARKET CHANNELS

Special im portance of m arket channels is a ttrib u ted  to two m ain 
causes by W estern authors. F irs tly  —  m arket channels are linked w ith  
all essential m arketing  decisions and they  determ ine effectiveness of 
solutions accepted for production, packaging, price, inform ation and 
advertising. Secondly — m arket channels, due to their stab ility  and 
d ifficulties in effecting rapid changes, form  definite and unchangeable 
over a long period m utual relationships betw een m arket participants 8.

Despite long history  of the m arketing  theory, num erous m arketing 
researches and increasingly growing lite ra tu re  concerning all aspects 
and problem s of m arketing  —  such basic problem s as the system  of 
the  m arket and goods flow continue to be solved ra th e r  by m eans of 
in tu ition  than  consciously planned a c tiv ity 9.

The im portance of m arket channels as seen by W estern researchers 
from  the  view point of p articu la r firm s is largely  growing w hen we 
apply  a macroeconomic and microeconomic points of view, characteri-
stic for the cen trally  planned economy. I t enriches the  im portance of 
m arket channels by such featu res as form ation, d istribu tion  and orien-
ta tion  of the social product, effectiveness and speed of transferring  
products to  buyers w ith  optim al social ooäts of tran sfe r and in condi-
tions ensuring m axim um  inform ation, convenience of choice and p u r-
chase in a desired place and tim e and w ith possible sm allest m anipula-
tions connected w ith  a physical flow of products th rough  chains of 
links form ing m arket channels.

Despite th is im portance the construction of m arke t channels also 
in our economy, th a t is —  finding optim al solutions of directing a flow 
of products from  producers to  final buyers and regulation o- o ther 
flows connected w ith  products and necessary for th e ir offering con-
clusion and execution of buying and selling transactions — is not based, 
to  a desired extent, on scientific foundations pointing out correct effective 
links betw een m arket participants tu rn ing  out products, dealing w ith 
th e ir  flow, and consuming m anufactured goods in households.

Its  paradoxical reason is such a big im portance of m arket channels 
which does not allow for their d ifferen t form ation th an  by m eans of 
exclusive decisions of central m anagem ent organs. These decisions do 
not exclude scientific foundations, bu t theoretical concepts often  prove

8 See R. F. H a r t l e y ,  M arketing M anagem ent and Social Change, S cranton

1972, p. 391.
1 This opinion referring  to  th e  A m erican m arket w as fo rm ulated  by T. L.

B e r g  in the  w ork on Designing the D istribution System :  In  B. E. M a l l e n ,  
The M arketing Channel. A  Conceptual V iew point, W iley 1967, p. 260.

12 — F o lia  o e c o n o m ic a  17



to be — in the opinion of cen tral decisional organs — insufficiently  
reflecting possibilities and requirem ents imposed by m anagem ent of the 
m arket. M anagem ent organs strive for a m axim ally simple, h ierarch i-
zed stru c tu re  of m arket channels, subm itting fully to dispositions of 
cen tral organs in production and tran sfe r of goods to the m arket. On 
the  o ther hand, theoretical concepts point a t the need of d istinct sepa-
ration  of adm inistrative function and freedom  of in itiative indispensa-
ble for effective functioning of m arket channels and preserving their 
functional and organizational diversification resulting  from : characte-
ristic  featu res of buyers in ta rge t m arket segm ents, product characte-
ristics, featu res characterizing economic units of trade  and industry  
as regards technology of m anufacturing products and shaping their 
flow in the m arket as well as characteristic  features of the environ-
m ent — preserving a superior criterion of each elem ent of choice 
which is represented  by social and economic effec tiveness10.

D iversity of view points on functions perform ed by m arket channels 
in our economy and in the economy w ith  rap id ly  developing m arket 
accounts for divergencies betw een areas of analysis and solutions con-
tained in the W estern lite ra tu re  and our needs and interests. The a tten -
tion of the  W estern lite ra tu re  is focussed on problem s of selecting of 
m arket partners , selecting a s tra tegy  ensuring dom inance or decreasing 
conflicts betw een m arket channels, selecting m arket channels from  the 
view point of requirem ents posed by intensive or exclusive d istribution. 
A part from  th a t m ost analysis is subordinated to in terests of p rodu-
cers due to the  role assigned to them  of locating their products in  the 
m arket and especially new products, holding a cen tral position in  the 
m arketing concept.

On the  o ther hand, we continue to be in terested  in an unsolved 
problem  of reciprocal relations in the m arket and roles of its partici-
pants. There can be distinguished two extrem e outlooks. According to 
one of them :

— trade  is or should be a universal represen tative of consum er 
in terests, d ictator of quan tita tive  and qualitative s truc tu re  of m arket- 
-oriented production, executor of plan im plem entation by economic 
organizations of industry  and hold exclusive responsibility for sta te  and 
effectiveness of consum er needs satisfaction,

— industry  is or should be responsible for execution of orders and

10 Diagnosis and concept of m arket channels is presented in a w ork of 
T. S z t u c k i ,  K anały rynku , czynn ik i kszta łtow ania  — k ierunki rozw oju  (M arket 
Channels, Form ation F actors — D irections of D evelopment), W arszaw a 1978. 
p. 109.



satisfaction of requirem ents .presented by trade, being assessed on the  
basis of consistence betw een plans based on orders subm itted by trad e  
and effected deliveries,

— households — are buyers of goods and services provided by m o-
nopolistic trade  organizations separating producers and consum ers; 
they  satisfy their needs through a compromise betw een the righ t of 
free choice of a given product, place and tim e of purchase and the  
need of purchasing a com pulsory assortm ent w ith uniform  m ethods, 
level and quality  of trade services.

It is a concept of m arket channels being constructed |(,from  above” 
and based on the assum ed rationality  of m anagem ent organs and 
irra tionality  of m anaged units while expecting th a t economic units 
will be executing w illingly and exactly  cen tral decisions fixing a de-
tailed assortm ent of production and sales. S im ilarly  households —  
while allocating their purchasing funds — are expected to accept the  
cen trally  p lanned final products of industry  and trade. r

This concept, in a m ore or less explicit m anner, is linked w ith  
absence of m arket equilibrium  characterized w ith  excess of dem and 
over supply. The m ost typical m anagem ent techniques, determ ining 
the w ay of functioning of m arket channels are: cen tral allocation of 
goods, lists of commodities of basic im portance being subject to h ie-
rarchical adm inistrative control from  the view point of im plem entation 
of production plans and deliveries, incentives and m easures of eva-
luation of activities of companies oriented a t im plem entation of p lan  
task  w ith  sim ultaneous m oral appeals aimed at stim ulation of activi-
ties increasing economic effectiveness.

Despite official and au thorita tive  speeches and statem ents 11 the  a tti-
tude of adm inistra tive organs and economic units is still m ainly  based 
on a conviction th a t it w ill ,be possible to introduce bigger changes in 
the vertical and horizontal system  form ing the m arket s truc tu re  as 
well as in m ethods and instrum ents of m anagem ent only w hen the  
desired m arket equilibrium  has been regained. A dherents of these 
views do not seem to notice th a t no changes would be required  if 
w hat they  expect w ere possible as it is m ost advisable to re ta in  those 
form s of m arket organization and m ethods of m anagem ent which ensu-
re regaining of m arket equilibrium .

The second model of the m arket is based on real freedom  of choice 
m ade by households, guaranteed by economic independence of indu-

11 S. O l s z o w s k i ,  O K onsekw entną  realizację p o lityk i społecznej i gospo-

darczej, (Consistent Im plem entation  of Socio-Economic Policy), „G ospodarka P la -

now a” 1978, No. 7/8, p. 350.



stria l and trad e  organizations, supported by the m anagem ent system  
utilizing a diversified a rray  of instrum ents allowing it to m otivate and 
direct the economic activ ity  a t the m ost socially desirable kinds of 
m anufactured, sold, and consumed products, creating a s tru c tu re  corre-
sponding to requirem ents of a rationlal consum ption pattern .

In accordance w ith the  ru les of this model the biggest im portance 
is now a ttrib u ted  to vertical ties betw een industria l units „pressing” 
th e ir products on the m arket and trade  units „sucking” products from  
producers to tran sfer them  to the consum ption sphere. The m arket 
m odelling sta rts  w ith a function of needs satisfaction and analysis of 
processes and conditions composing its realization by organizations 
which will constitute — linked by the same final aims — chains of 
links form ing differen tia ted  m arket channels.

Realization of th is m arket model should not be m ade subject to 
earlie r regaining of its equilibrium , as accom plishm ent of this aim  end 
creation of conditions for perm anent dynam ic equilibrium  is an assum p-
tion  and function of the characterized model.

5. FUNCTIONAL AND ORGANIZATIONAL INTEGRATION OF MARKET
CHANNELS

The m arket model, which m akes a ‘clear distinction betw een adm i-
nistration and freedom  of initiative of economic units m akes possible 
to utilize w idely theoretical and practical contributions and experience 
of m arketing. Character of the socialist m arket, possibility of accomoda-
ting  aims and in terests of m arket participants on the basis of plans 
an d  program m es of socioeconomic developm ent and set of instrum ents 
prom oting im plem entation of these plans and program m es pave the way 
for m uch wider, than  in o ther economic conditions, scope and a higher 
level of in tegration  of activities carried out by economic units of trade 
and  industry  in the m arket.

Instead of com petitive strategies there  become possible stra teg ies 
of joint product developm ent, determ ination  of its m arket cycle, joint 
program m es o f providing inform ation for buyers, advertising new pro-
ducts, and first of all Strategies of miarket channels co-operation in 
prom oting effective and economical translocation of products to con-

sum ers.
In th is  model there  are also crea ted  conditions for enrichm ent of 

the horizontal s truc tu re  of m arket channels th rough participation of 
industrial organizations in the  m arket in character of d irect sellers 
of th e ir  products, and thanks to  developm ent of direct selling techni-



ques providing for 'direct deliveries of d ifferen t types of goods to 
households including not only convenience but also shopping goods.

Effectively functioning m arket m ust be characterized w ith an  ela-
stic approach of its participants to  new requirem ents and new ly ope-
ning possibilities of expanding supplies and  to  changes occuring in  ty -
pes and in tensity  of dem and. The elasticity  requirem et calls for a p a rt 
of economic units to possess s ta tu to ry  righ ts of changing th e ir branch, 
production and trade  stru c tu re , organization and techniques of pro-
duction and sale of products, and regions of operation. If such a p rin -
ciple of functioning is applied for a p a rt of m arket channels then  these 
channels will be able to respond quickly to m arket requirem ents, and 
moreover, o ther channels —  and th is is equally  im portan t — will 
obtain a stim ulus for im provem ent of their activity. This stim ulus will 
be provided by absence of adm inistrative-legal protection of the  te r r i-
to ry  and object of trade  of passive and ineffective m arket channels 
from  expansion of m ore industrious economic units prom oting in terests 
of their consumers.

Role and functions of economic units of industry  and trad e  should' 
be revealed in a character and range of real processes perform ed by 
them  in the m arket. Depending upon th e  kind of product, m arket seg-
ment, capacity and ability of satisfying demand and shaping demand, 
possessed and obtainable resources and th e ir  expanding pow er — m ar-
ket participants, regardless of th e ir production and  trade  specializa-
tion, should p lay  various roles from  subordination to leading m arket 
channel links to creating sometim es their own in tegrated  m arket chan-
nels th rough  in tegration of all levels and links.

A function of m arket co-ordinator is perform ed by th is economic 
unit, which plays an exclusive or m ain role in initiating, organizing 
and m anaging production and circulation of a given product or of ser-
vicing a target m arket segment. The function of m arket co-ordinator 
consists in organization and im plem entation of a full cycle connected 
w ith  introduction and circulation of a product in the m arket, selection 
of proper links of m arket channels for a given product and for a given 
group of consumers, organization of inform ative, educational, and adver-
tising activities. The m arket co-ordinator equipped w ith  competence 
and rights vo luntarily  passed by other economic units should bear re -
sponsibility for effects of th e ir  economic activity.

This does not exhaust o ther form s of co-operation and im provem ent 
of m arket channels. They should be allowed to  establish tem porary  and 
perm anent ties, agreem ents, or set up associations grouping functio-
nally  — in d ifferen t system s — economic units of industry  and trade. 
A greem ents and  voluntary  associations of economic units should pro-



m ote sim plification and shortening of goods flow routes, im provem ent 
of inform ation about demand and degree of its satisfaction.

Means of enriching th e  m arket struc tu re  should also include in te r-
national in tegration of channels based on existing economic organiza-
tions in m em ber countries of the  socialist com m unity as well as on spe-
cially form ed economic organizations operating on in ternal m arkets of 
contracting  countries linked w ith one another by transactions for p u r-
chase or sale of commodities.

S teering the m arket w ith  such a com plex struc tu re  of channels 
calls not only for planned determ ination of production and trad e  di-
rections but also for choice of proper tools of stim ulation and prom o-
tion of the economic activity. There are also requ ired  adm inistrative 
and legal instrum ents preventing and counteracting such activ ity  of 
m arket channels which subordinates to itself —  w ith  social and eco-
nomical losses — in terests of contracting parties and economic partners 
as well as in terests of households.

In such cases m anagem ent organs m ust possess powers to  suspend 
a s ta tu to ry  freedom  of economic units which are  developing their 
expansion not in the in terest bu t to  the  detrim ent of in terests of con-
sum ers, and they  should be authorized to dissolve for the  same reasons 
agreem ents and vo lun tary  associations of economic units. In drastic  
cases of activ ities incom patible w ith general social in terests and in frin -
ging in terests and righ ts of consum ers, m anagem ent organs should also 
in tervene in operational production and trade  processes, regulating by 
m eans of directives th e  activities harm onizing supply and dem and in 
a w ay consistent w ith  principles and needs of the national economy.

To avoid transform ation of exceptional in terventions of m anagem ent 
organs in the sphere reserved for free m arket decisions of economic 
units into rapidly  growing control of these units it is necessary to 
ensure legal protection for resources and economic effects of economic 
units from  consequences of erroneous decisions of m anagem ent organs. 
A valuable proposition is a postulate of sta tu to ry  provision of legal 
rem edies accessible for economic organizations w henever th e ir  righ ts 
are infringed as well as a principle of com pensation for losses suffered 
by these organizations in case of legally forced in tervention  of a su-

prem e organ 12.
Parallel w ith  th e  adm in istra tive system  of m arket steering and pro-

tection of its participants th e re  should exist a system  of protection of

12 L. В a r, Państw owe organizacje gospodarcze (zagadnienia legislacyjne) 
(S tate Economic O rgan izations — Legislative Problem s), „Państw o i P raw o” 1975, 
No. 5, p. 64.



consum er in terests linked funcionally  w ith  each stage of product m a-
nufactu re  and m arket circulation and isolated institu tionally  in the 
form  of social organization of consum er protection.

The function and institu tion  of consum er protection should not be 
identified w ith  an ti-m arketing  activ ity  p resent in economically develo-
ped W estern countries and aimed a t elim ination of negative effects of 
consum er m anipulation in the m arket by m eans of specially chosen 
m ethods and techniques m isleading buyers and restric ting  th e ir free-
dom of conscious selection of purchased goods.

The activities of the social organization of consum er protection are 
not so m uch aim ed at elim ination of negative effects and compensa-
tion of consum er losses suffered due to im proper conduct of economic 
units in the m arket bu t ra th e r  a t prevention of infringem ent of con-
sum er interests. The postulate which m ust be fulfilled is co-operation 
betw een the consum er organization and economic units in equipping 
products w ith featu res ensuring their full acceptance by consumers, in 
introducing tru e  novelties into the m arket im proving the level of sati-
sfaction of needs, in testing  products and recom m ending them  to con-
sum ers, and in introducing products into the m arket by m eans of the 
m ost convenient m arket channels for buyers and by m eans of sales 
m ethods m eeting conditions of qualified provision of services instead of 
forcing behaviour of buyers infringing their rights, m orality  and often- 
tim e also ethic in order to  obtain a necessary product or service.

In those instances w hen effects of co-operation of consum er orga-
nizations and economic units do not secure appropriate  protection of 
buyers’ in terests, consum er organizations m ust m ake use of legal re -
m edies and  power of th e ir au tho rity  based on confidence of consum ers 
to w arn them  against buying products of bad quality , rectify  argu-
m ents used by m isleading advertisem ents, question correctness of 
fixed prices, strive for w ithdraw al of harm ful products from  the  m ar-
ket, bring about elim ination of im proper forms, m ethods and techniques 
of selling, and exact from  dishonest economic units compensation for 
losses suffered by consum ers due to th e ir  activ ity  irreconcilable w ith  
principles of functioning of a m arket oriented a t m axim ization of sa-
tisfaction of the society’s needs.

It should be clearly  understood th a t functions of consum er organi-
zations and their activ ity  are not lim ited to a m icroscale contained in  
system s encompassing certain  num bers of consum ervictim s and guilty  
economic units. The consum er organization representing  all consum ers 
becomes a p a rtn e r for m anagem ent organs in  basic problem s invol-
ved w ith  working out and im plem enting desirable pa tte rns of con-
sum ption, determ ining ru les and m ethods of the m arket functioning,



setting  up and reorganizing m arket channels, and assessing th e ir  acti-
v ity  in line w ith macrosocial m easures and criteria.

In the presented m arket model there  can be distinguished an  ex te r-
nal ring, an in ternal ring, and a center. The ex ternal ring accomodates 
m arket m anagem ent organs and the consum er organization. The in te r-
nal ring contains economic units m anufacturing products and perform ing 
all functions connected w ith  tran sfer of goods to consumer. In  the cen-
te r  of the model there  are households. This model shows d istinctly  ties 
betw een m anagem ent organs and the  consum er organization in regu-
lating  and supervising the ac tiv ity  of economic units as well as the 
pressure exerted  on it on one hand by the ex ternal ring, and on the  
o ther — by households constitu ting the proper cen ter focussing and 
verifying accuracy of m anagem ent and effectiveness of real processes 
perform ed by economic units in the m arket.

Tadeusz Sztuck i

PODSTAWY TWORZENIA I MECHANIZM FUNKCJONOW ANIA 
KANAŁÓW RYNKU

W ychodząc z określonych przesłanek i regulatorów  m echanizm u rynkow ego 
w  w arunkach  rynku  sprzedaw cy i rynku  nabyw cy au to r skoncentrow ał w  a rty k u le  
sw oją uw agę nad  p rob lem atyką budow y s tru k tu ry  kanałów  rynku  oraz nad, 
funkcjonalną i organizacyjną in teg rac ją  kanałów  ry n k u  w raz z teoretycznym i 
m odelam i owej integracji.

M echanizmy funkcjonow ania kanałów  ry n k u  au to r rozpa tru je  w  ścisłym  
zw iązku z system em  i procesam i zarządzania gospodarką narodow ą i je j pod-
m iotam i w  w arunkach  polskich. A nalizuje rów nież zagadnienie m iędzynarodow ej 
in teg racji kanałów  oparte j na funkcjonujących w  k ra jach  w spólnoty socjalistycz-
n e j — organizacjach gospodarczych.


