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BEHAVIOUR OF BUYER OF INDUSTRIAL PRODUCTS 

LN CENTRALLY PLANNED ECONOMY 

(P o lis h  Experience )

1. In tro d u c tio n

The econonic re fo rn  announced in  Poland assumes: market o r i ­

en ta tio n  of companies, th e ir  autonomy in  decision-m aking pro­

cess , in d ire c t  p lanning and management system (by means of econo­

mic instrum ents and not commands), d e c e n tra liz a t io n  of the p la ­

nning process.

D esp ite  c e r ta in  p o s it iv e  changes there  are no symptoms in d i ­

ca tin g  tha t assumptions of the economic reform are e f f e c t iv e ly  put 

in to  p r a c t ic e .  This is  due to s e ve ra l groups of reasons, which I  

w i l l  not be ana lyz ing  here . In s tead , I s h a ll  on ly enumerate then. 

They in c lu d e : s tru c tu re  of fixed  asse ts  and investm ents not adap­

ted to s tru c tu re  of demand, excess ive  con cen tra tion  of p roduction , 

hard cu rrency indebtedness and economic sanction s  imposed by fo ­

rc in g  c o u n tr ie s , in f la t io n ,  market d is e q u ilib r iu m . A l l  of them 

can be tre a te d  as causes of economic d isp ro p o rtio n s . The s e l l e r 's  

market predominates in  almost a l l  spheres of economic and s o c ia l 

l i f e ,  and th is  is  accompanied by the m onopo listic  market s t r u c tu ­

re w ith  no ev id en t s igns of i t s  change. There have been l e f t  

v e r t ic a l  and h ie ra rch iz ed  b u re au c ra tic  s tru c tu re s  fin d in g  th e ir  

exp ress ion , among o th e rs , in  branch m in is t r ie s .  The economic r e ­

form tends to be poo rly  lin ked  w ith  a comprehensive socio-economic 

re fo rn . There can be, moreover, seen lack  of con s is tency  and 

cohesion in  in tro d u c tio n  of chages in  the socio-econon ic system , 

re lu c ta n t  a t t itu d e  towards the re fo rn  adopted by a p a rt of adm ini­

s t r a t io n  and apathy of the s o c ie ty .

* P ro fesso r, Or, In s t i t u t e  of M arketing , U n iv e rs ity  of Łódź (Po ­
lan d ) .



This s itu a t io n  leads on the one hand to c e n t ra l iz a t io n  and 

a d m in is tra t iv e  forms of d is t r ib u t io n  of in d u s t r ia l  p roducts, w h ile  

on the other hand such c e n tra liz e d  d is t r ib u t io n  system generates 

by i t s e l f  cons id e rab le  co n s tra in ts  fo r re s to ra t io n  of companies 

market o r ie n ta t io n .

2. Process of Adjustment to Shortages and 

D ecis ions of Purchasing In d u s t r ia l  Products

In  the s e l l e r 's  m arket, i t  is  not demand but supply which 

poses an e f f e c t iv e  c o n s tra in t  fo r  companies. That is  why adapta- 

t iu n  of companies to shortages co n s titu tu s  a b as ic  p a rt  of the 

adjustment p rocess. A company search ing  lo r  in d u s t r ia l  products 

adopts an a c t iv e  a t t itu d e  towards supply and i t s  main d ec is io n s  

concern not so much the cho ice  of a product but i t s  purchasing .

U ith in  a short period  of tim e, the adjustment process in  com­

panies to shortages in  in d u s t r ia l  su p p lie s  assumes three form s*.

1. Determ ination  of production  volume a t the le v e l  tak ing  into 

>* ount b o ttlen ecks  (th e  most r e s t r ic t e d  re so u rce s ). I t  leads to 

a freeze  of some f ix ed  a sse ts . Such a form of adjustment tends 

to p r e v a il  in  the s itu a t io n  of d r a s t ic  cu ts  in  im port, su b s ta n c ia l 

s t ru c tu ra l d isp ro p o rtio n s  in  the economy, and sudden appearance 

of shortages in  supp ly. I t s  a p p lic a t io n  i s ,  moreover, t y p ic a l fo r  

the f i r s t  stage of the adjustm ent p rocess. Such behaviour is  

q u ite  common in  co n d itio n s  p re v a il in g  in  Poland at the present 

tim e.

2. Compulsory s u b s t itu t io n .  I t  rep resen ts  one of major causes 

behind d e te r io ra t io n  in  q u a l ity  of p roducts. I t  should be added, 

however, th a t in  economics of s c a r c it y  such compulsory s u b s t itu ­

t io n  p rov ides in s p ir a t io n  fo r in novations  concern ing new tech no lo ­

g ie s , which make i t  p o ss ib le  to apply a v a i la b le  s u b s t itu te s .

3. Compulsory adap ta tion  of production  s tru c tu re  to a v a ila b le  

in d u s t r ia l  p roducts. In Poland, th is  form fin d s  its  expression , among 

o th e rs , in  undertaking production  of goods, which is  g iven  p r i ­

o r i t y  in  in d u s t r ia l  su p p lie s  u ith in  the framework of ad m in is tra ­

t iv e  d is t r ib u t io n .

* See: J .  K o r n a i ,  Economics of Shortage V o l. 1, North 
H o lland  P u b lish in g  Company, Amsterdam 1900, p. 30-81.



Shortages in  p ro v is io n  of one conpany w ith  in d u s t r ia l  products 

generate supply gaps in  o ther companies. Consequently, a m u lt i­

p l ie r  e f f e c t  appears w ith  shortages in  in d u s t r ia l  sup p lie s  being 

spread over the e n t ir e  production .

The process of purchasing a product and d ec is io n s  connccted 

w ith  i t  a rc  s tre tch ed  in  t in e .  I t  is  of a dynanic ch a ra c te r  as 

fa c to rs  determ ining purchasing d ec is ion s  undergo changes in  the 

course of -search fo r a product. There are p o ss ib le  d if fe re n t  va ­

r ia n ts  and stages in  r e a l iz a t io n  of the purchase. Thu3 , a lucky 

co inc idence  a llow s to e f f e c t  a purchase a t oncc. Lack of necessary 

product nay induce the buyer to search fo r i t  w ith  another s e lle r , 

or re v is e  h is  demand, and f in a l l y  to perform a compulsory s u b s t i ­

tu t io n . He nay queue to get the necessary product fron  h is  o r ig i ­

na l su p p lie r  or s e le c t  a new su p p lie r  and w a it in  a queue ( i f  i t  

is  sho rte r than the p rev ious one)^.

Before  passing  to d iscu ss io n  of fa c to rs  a f fe c t in g  behaviour of 

conpanies in  the in d u s t r ia l  m arket, I would l ik e  to p o in t out 

the most im portant c h a r a c te r is t ic s  of the present d is t r ib u t io n  of 

in d u s t r ia l  products In  Poland.

3, The Most Impor ta n t  C h a ra c te r is t ic s  of D is t r ib u t io n  

Of In d u s tr ia l  Products in  Poland

There nay be d is tin g u ish e d  th ree  s ig n if ic a n t  c h a r a c te r is t ic s  

of d is t r ib u t io n  of in d u s t r ia l  products in  the s itu a t io n  of deep 

shortages t y p ic a l  fo r  the p resent s itu a t io n  in  Po land. They aro : 

nofł-price a l lo c a t io n  c r i t e r i a ;  predominance of a d m in is tra t iv e  

d is t r ib u t io n  over i t s  o ther forms; and c e n t r a l iz a t io n  of trade  in  

in d u s t r ia l  p roducts.

3.1 Non-Price C r i t e r ia  of A llo c a t io n

E x is t in g  sho rtages, unrestored  market fu n ctio n s  or i t s  monopo­

l i s t i c  (o r  sem i-m onopolistic) s tru c tu re  cause tha t p r ic e s  fo r in ­

d u s t r ia l  products do not rep resen t, as a r u le ,  a hard c o n s tra in t  

fo r  companies. P r ic e  is  deprived  of i t s  market c h a ra c te r , and i t  

I s  not an ex te rn a l but an in te rn a l element fo r a company. Conse-

2
Ibidem.



quontly , changes of p r ic e s  do not c a rry  e f f e c t iv e  im p lic a t io n s . 

Production  demand does not respond to a change of p r ic e s  (unsa­

t i s f ie d  demand, cost-based f ix in g  of p r ic e s )  or i t  responds to an 

in s ig n if ic a n t  ex ten t. Apprehension th a t companies w i l l  be ra is in g  

th e ir  p r ic e s  e x ce ss ive ly  w ithout ra is in g  e f f ic ie n c y  of fa c to rs  of 

p roduction  induces c e n t ra liz a t io n  of d ec is ion s  concerning p r ice s  

as w e ll as co n tro l over p r ic e s  charged by companies, and a p p lic a ­

tio n  of an app rop riate  system of tax a tio n  (p ro g ress ive  ta x a tio n ) 

w ith  a l l  of them weakening a company's in te re s t  in  a p p lic a t io n  of 

p r ic e s  based dn demand c r i t e r i a .

W ith in  the framework of the economic reform , there  have been 

in troduced three p a r a l le l  ca teg o rie s  of p r ic e s : o f f i c i a l  p r ic e s  - 

f ix e d  c e n t r a l ly ;  regu lated  p r ic e s  - f ix ed  by companies but on the 

b as is  of the cost ru le ;  and nego tiab le  p r ic e s  fixed  on the way of free  

n eg o tia t io n s  between the buyer and the s e l le r  (near to eq u ilib riu m  

p r ic e s )5. According to i n i t i a l  assumptions, the range of o f f i c i a l  

p r ic e s  was to be reduced g rad u a lly  in  favour of p r ic e s  having mar­

ket ch a ra c te r . Anyway, n eg o tiab le  p r ic e s  were to encompass 75 

per cent of a l l  in d u s t r ia l  su p p lie s . The p ra c t ic e  proved to be, 

however, e n t ir e ly  d if fe r e n t .

The range of o f f i c i a l  and regu la ted  p r ic e s  and those determ i­

ned by the Centre o r , more p r e c is e ly ,  c o n tro lle d  by i t ,  was g ra ­

d u a lly  in creased  in stead  of being decreased. For example, the range 

of o f f i c i a l  p r ic e s  fo r in d u s t r ia l  su p p lie s  was expanded in  1983 

in  r e la t io n  to 1982 from 20 per cent to 32 per cen t, w h ile  th a t of 

regu la ted  p r ic e s  from 5 per cent to 13 per cen t. As a r e s u l t ,  the 

range of n ego tiab le  p r ic e s  was reduced correspond ing ly from 75 per 

cent to 55 per cen t. In  the market fo r  a g r ic u ltu r a l p roducts, the 

range of o f f i c i a l  p r ic e s  grew from 65 per cent to 72 per cent and 

the range of n eg o tiab le  p r ic e s  was r e s t r ic te d  from 35 per cent to 

28 per c e n t4.

5 Uchwała nr 243 Rady M in istrów  z 30 lis to p ad a  1981 r .  w sp ra ­
wie zasad d z ia ła ln o ś c i p rzed s ięb io rs tw  państwowych w 1982 r .  [Decree 
of Council of M in is te rs  No. 243 from 30th November 1981] , "M onitor 
P o ls k i"  1981, nr 32, poz. 287 and Ustawa o cenach i  utworzeniu u- 
rzędu m in is tra  do spraw cen z 26 lutego 1982 r .  [Decree on P r in ces  
and O ff ic e  of M in is te r  fo r P r ic e s  from 26th February 1982], "D zien ­
n ik  Ustaw" 1982, nr 7, poz. 53, 10.

4
Raport Urzędu do spraw Cen dotyczący wprowadzenia i  konse­

kw encji reformy gospodarczej w la tach  1982-1983 [Report of the Office 
fo r P r ic e s  on In tro d u c tio n  and Consequences of the Economic Re­
form in  1982 and 1983].



Basing of regu la ted  p r ic e s  on costs  caused on the one hand 

trends in  companies to o ve rs ta te  or even generate costs^ , w h ile  

on the other hand i t  led  to bu reaucratized  co n tro l of these p r i ­

ces and a com plicated procedure of approving th e ir  changes. This 

became an o b stac le  on the way of adopting market o r ie n ta t io n  by com­

panies and undermined th e ir  tech n o lo g ica l e f fe c t iv e n e s s 6 .

Despite the fa c t  tha t bu reaucratized  p r ic e  co n tro l was aimed, 

among o th ers , at checking excess ive  growth of p r ic e s ,  i t  proved 

that o f f i c i a l  p r ic e s  were growing fa s te r  than the rem aining ones.

The cost ru le  in  p r ic e - f ix in g  encompassed a l l  c a teg o rie s  of 

p r ic e s  in c lu d in g  n eg o tiab le  p r ic e s . S e l le r s  d id  not see any rea ­

son why they should be n eg o tia t in g  p r ic e s  hold ing th e ir  sup erio r 

p o s it io n  in  r e la t io n  to buyers. Moreover, o ld  h ab its  and tax s y ­

stem would induce them to accept costs  as a b as is  fo r th e ir  p r i ­

ces adding margins Ju s t i f i e d  from the v iew po in t of tax system. 

Anyway, re c e n tly  the o b lig a to ry  ch arac te r of the so -ca lled  " j u s t i ­

f ie d  co s ts "  has been extended to include  nego tiab le  p r ice s  as w e ll.

Supremacy of short-term  d ec is ion s  (immediate needs) over long ­

term d ec is io n s  was observed in  p r ic in g  of in d u s t r ia l  products both 

in  micro- and macroeconomic d ec is io n s .

In  the s itu a t io n  ch a ra c te r iz e d  w ith  s c a r c it y  of in d u s t r ia l  

products and in te rn a l ch a ra c te r  of p r ic e s ,  th e ir  a l lo c a t io n  among 

va rio u s  d e ta ile d  goals is  determined by non-price c r i t e r i a .  This 

leads to appearance of d if fe re n t  p r io r i t i e s  a t the c e n tra l le v e l 

both a t the stage of p lanning and im plem entation of p lan s.

Production  p r io r i t i e s  in  the form of the so -ca lled  op e ra tio n a l 

programmes and government orders are f ix ed  at the c e n tra l le v e l .  On 

the one hand, companies are induced to p a r t ic ip a te  in  these pro­

grammes and in  execution  of government o rd e rs , w h ile  on ' the other 

hand such p a r t ic ip a t io n  is  a co n d it io n  of ob ta in ing  some indu­

s t r i a l  products being in  sho rt supp ly.

5 In  order to curb such behaviour the M in is te r  fo r P r ic e s  in ­
troduced a concept of ju s t i f i e d  costs  and o b lig a to ry  p r in c ip le s  of 
estim a tin g  them (Rozporządzenie m in is tra  do spraw cen z 31 grudnia 
1982 w spraw ie zasad u s ta la n ia  kosztów uzasadnionych [Decree of the 
M in is te r  fo r P r ic e s  from 31st 1982], "O zienn ik Ustaw" 1983 nr 1 
poz. 10). *

Therefo re , there was in troduced a p r in c ip le  tha t the produ­
cer m anufacturing h is  products more cheaply may add to h is  re g u la ­
ted p r ic e  50 per cent of the d if fe re n c e  between h is  costs  and 
costs  (re g u la ted  p r ic e )  of the roost expensive producer.



O peration .'1 programmes (s ix  of them) were in troduced in  Poland 

in  1981 . Their number was, however, ra p id ly  in creased , which 

hampered accomplishment of p r io r i t y  o b je c t iv e s  due to shortages in  

supply even fo r covering  demand re s u lt in g  from p r io r ity  objectives0. 

There were a lso  e s tab lish ed  in s t i t u t io n s  of p le n ip o te n t ia r ie s  fo r 

o p e ra tio n a l programmes. These p le n ip o te n t ia r ie s  r e s t r ic te d  autonomy 

of economic u n its  as they were equipped w ith  r ig h ts  to impose a 

duty on companies to execute s p e c i f ic  tasks fo r o p e ra tio n a l pro­

grammes. In  1983, the number of o p e ra tio n a l programmes was redu­

ced to 6 and next to 4 in  1984 but, s im u ltaneously , government o r­

ders were in troduced , which encompassed, in d u s t r ia l  sup p lie s  pro­

duced w ith in  the liq u id a te d  op e ra tio n a l programmes p re v io u s ly .

Two-tier p references were in troduces in  1984. The f i r s t  t i e r  

included guaranteed in d u s t r ia l  sup p lies  m ainly fo r o p e ra tio n a l pro­

grammes and government o rders9 . The second t ie r  inc luded  only 

p r io r i t y  in  in d u s t r ia l  su p p lie s  fo r c e r ta in  types of production  

given p reference*® . U n fo rtu n a te ly , guaranteed in d u s t r ia l  supp lies  

were s u b s ta n t ia l ly  expanded and in  1984, they encompassed about 

40 per cent of to ta l p roduction . The number of assortment groups 

included w ith in  governmental orders rose from 10 in  1983 to 111. 

S im i la r ly ,  there  was la rg e ly  expanded the scope investm ents and 

export-orien ted  production  b e n e f it t in g  from guaranteed su p p lie s .

Another form of r e a l iz in g  production  p r io r i t i e s  are c e n tra l 

balances of m a te r ia ls . In  1982, they encompassed 88 products and 

in  1983 as many as 160.

The paet experience connected w ith  attem pts to execute the eco­

nomic reform proves th a t the range of p r io r i t y  o b je c t iv e s  i s  ex-

7 Programme of s ta b i l iz a t io n  of the economy and overcoming the 
c r i s i s .

Q
Uchwała nr 2 4 3 ... [  Decree No.- 2 4 3 .. . ]  in troduced 9 p rogra­

mmes and Uchwała nr 278 Rady M in istrów  z 30 grudnia 1981 r .  w sp ra ­
wie funkcjonowania gospodarki w o k res ie  stanu wojennego [Decree of 
Council of M in is te rs  No. 278 from 30th December 198lJ ("M o n ito r Pol­
s k i"  1982, nr 1, poz. 1 ), as many as 14. In  1982, th e ir  number even 
increased  m ainly due to pressure of d if fe r e n t  in d u s t r ia l  branches.

9
Guaranteed sup p lies  included  a lso  production  fo r  n a tio n a l 

defence purposes and fo r companies which, [as a ru le ,  employ hand i­
capped people and, f i n a l l y ,  some c e n tra l investm ents, th a t in  th is  
s itu a t io n  began to be implemented w ith in  the framework of govern­
mental o rders.

I t  re fe rred  to production  of fu e ls ,  raw m a te r ia ls  and ma­
t e r ia ls  fo r export p roduction , production  of f e r t i l iz e r s  and p lan t 
p ro te c t io n  agents, as w e ll as housing and h o sp ita l co n s tru c t io n .



c e s s iv e ly  wide. Moreover, these o b je c t iv e s  were o ften tim e formu­

la te d  too g e n e ra lly , which hampered accu ra te  a l lo c a t io n  of fa c to rs  

of production in  short supply (from  the po in t of these o b je c t iv e s ) .  

In  p ra c t ic e ,  i t  appeared d i f f i c u l t  to c a rry  out supply p r io r i t i e s  

Consequently, the number of p r io r i t y  o b je c t iv e s  was s l ig h t ly  de­

creased in  1983.

3.2. A d m in is tra t ive  P is t r ib u t i on (R a t io n in g ).

I t  is  t y p ic a l fo r the s e l l e r 's  market that there operate pa- 

r a l l e l l y  seve ra l d is t r ib u t io n  systems such as a d m in is tra t iv e  d is ­

t r ib u t io n ;  sa le s  based on p r io r i t i e s ;  s a le s  w ithout any r e s t r i ­

c t io n s  through a network of companies authorized  to c a rry  such 

sa le s  (th e  so -ca lled  compulsory m ed ia tio n ); free  market under the 

s ta te  c o n tro l,  and b lack market.

The n ece ss ity  of ensuring in d u s t r ia l  sup p lie s  fo r p r io r i t y  ob­

je c t iv e s  prompts a p p lic a t io n  of a d m in is tra t iv e  d is t r ib u t io n  f i r s t  

of a l l  executed by l im it in g  supp lies  of some in d u s t r ia l  p ro d u c ts ^ , 

and d ire c t  a d m in is tra t iv e  a l lo c a t io n s ^ .  There is  a lso  app lied  

compulsory m ediation c a r r ie d  out by ca . 30 trade companies subor­

d inated  to branch m in is t r ie s ^ .

D is t r ib u t io n  forms of the ra t io n in g  ch a ra c te r  encompassed 

about 130 assortment groups of in d u s t r ia l  sup p lies  of fundamental

11
In  Poland, l im it s  have been imposed on sup p lies  of e le c ­

t r i c a l  energy and gas.
12

In  1982, c e n tra liz e d  a llo c a t io n s  encompassed 16 groups of 
m a te r ia ls  and, namely: c o a l, coke, l iq u id  fu e ls ,  m e ta llu rg ic a l 
products from iro n , products of non-ferrous m eta llu rg y , products 
from p recious m eta ls , e le c t r ic  ca b le s , b a t te r ie s ,  p la s t ic s  na- 
tu ra l and s yn th e tic  rubber, ty re s , cement, sawn tim ber, paper 
cardboard, and h ides. These groups in c lud e  q u ite  o ften  numerous 
assortments of d if fe re n t  products e .g . m e ta llu rg ic a l products - 
about h a lf  a m ill io n  va riou s  item s. The a llo c a t io n s  concerned a lso
10 groups of co n stru c tio n  machines and tran sp o rt means, and 97 per 

ío S *  ° f the to ta * amount of c o n v e rt ib le  cu rren c ie s  fo r im ports. In 
1983, w ith  in s ig n if ic a n t  changes in  th e ir  s tru c tu re , the sęope of 
a llo c a t io n s  d id  not undergo any major changes (C . J ó z e f i a k

,Е 2 ?Г?£п!?о1г£1е-Э reform y gospodarczej i jego r e a l iz a c ja  w la tach  
1981-1984 ^Programme of the P o lis h  Economic Reform and I t s  Im ple­
m entation Over the Years 1981-1984], tódź 1984, p. 17, t y p e s c r ip t )

Although attempts were made to pass su p e rv is io n  over a l lo ­
c a t io n  of in d u s t r r ia l  su p p lie s  to the O ff ic e  of M a te r ia ls  Manage­
ment, they d id  not b ring  any success. (C . J ó z e f i a k  oo 
c i t . ,  p. 18). ’ и ’



importance fo r the n a tio n a l economy in  1983. Trade in  the r e ­

maining in d u s t r ia l  sup p lies  was c a r r ie d  out through h o rizo n ta l t ie s  

among companies (agreem ents). In  p ra c t ic e ,  however, the a lready 

mentioned production p r io r i t i e s ,  the system of a d m in is tra t iv e  d i ­

s t r ib u t io n ,  market m onopolization, and overtak ing  by a p a rt of 

in d u s t r ia l  a sso c ia tio n s  of d is p o s it io n s  regard ing s e l l in g  and su­

p p lie s  tended to r e s t r i c t  trade  in  in d u s t r ia l  products based on 

fre e  h o rizo n ta l re la t io n s h ip s  among economic u n its  to seve ra l per

cent of the e n t ir e  tu rnover, and only, in  ra re  in stances  to 20-30
14

per cent of to ta l in d u s t r ia l  sup p lies

From the po in t of view of re s to ra t io n  of market fu n c tio n s , the 

s itu a t io n  did not look favo u rab ly . I t  was i n i t i a l l y  decided that 

ra t io n in g  of in d u s t r ia l  sup p lie s  should be abandoned by the end of

1983. I t  has been prolonged, however, and that fo r an in d e f in ite  

pe rio d . And although the Council of M in is te rs  recommended r e s t r i ­

c t io n  of i t s  scope15 p r a c t ic a l  execution  of th is  recommendation 

can h ard ly  be expected in  the present market s itu a t io n  and the 

p ra c t ic e  of 1984.

I t  may be underlined  here tha t the ra t io n in g  system, even when 

i t s  scope is  l im ite d , always possesses a p ropensity  to s e lf- g e ­

n e ra tio n  of such c e n tra liz e d  a l lo c a t io n s .  This is  so because i t  

c o n s t itu te s  an e s s e n t ia l a t t r ib u te  of power and ju s t i f i c a t io n  for 

ex is ten ce  of c e n tra liz e d  b u reau cra tic  s tru c tu re s .

W ith in  the framework of the economic reform , there  were a- 
bo lished  the former in d u s t r ia l  amalgamations e s tab lish e d  accord ing 
to the in d u s t r ia l  branch p r in c ip le  c o n s t itu t in g  an in te rm ed ia te  
le v e l  in  command-type management and grouping a l l  companies w ith in  
a g iven  branch (monopoly) in  th e ir  v e r t ic a l  h ie ra rc h ic  s t ru c tu ­
res . L iq u id a t io n  of amalgamations was fo llow ed by estab lishm ent 
of in d u s t r ia l  a s so c ia tio n s  as vo lun ta ry  o rg an iza tions  perform ing 
a d v is o ry- tra in in g  fu n c tio n s . With passage of tim e, p a r t ic ip a t io n  
in  an a s so c ia tio n  became o b lig a to ry  de lege or de fa c to . They were 
se t up alongside the in d u s t r ia l  branch p r in c ip le  and began to p e r ­
form a c t i v i t i e s  t y p ic a l  fo r  m onopo listic  s tru c tu re s . Among o th ers , 
i r  new ly-created  a s so c ia t io n s , there  were e s tab lish e d  o f f ic e s  of 
in d u s t r ia l  sup p lie s  and s a le s , which organized sa le s  and in d ustr ia l 
su p p lie s  fo r the e n t ir e  a s so c ia t io n , q u ite  o ften  p ro tec tin g  
th e ir  narrow ly conceived in te re s ts  and u t i l i z in g  th e ir  monopo­
l i s t i c  p o s it io n  in  the market (W. G r z e g o r c z y k ,  Warun­
k i o r ie n t a c j i  rynkowej p rzed s ięb io rs tw  w Po lsce  [C ond itions of Com­
panies Market O r ie n ta t io n  in  P o la n d J, Lódź 1984, p. 2, ty p e s c r ip t ) .

The recommendations concerned m ain ly : r e s t r ic t io n  of the 
scope of compulsory m ed iation ; s im p lif ic a t io n  of the system of 
p r io r i t i e s  in  in d u s t r ia l  sup p lie s  by basing i t  m ainly on govern- 
metal o rd ers ; and excu tion  of governmental orders through tenders 
i f  the producer does not hold a m onopolistic, p o s it io n . In  fa c t



3.3. C e n tra liz a t ion of D is t r ib u t io n  of In d u s t r ia l  Products

C e n tra liz a t io n  of th is  turnover does not r e s u lt  only from the 

a lready  mentioned a d m in is tra t iv e  d is t r ib u t io n ,  compulsory media­

t io n  c a r r ie d  out by trade companies subordinated to branch m in i­

s t r ie s ,  and the overtak ing  of in d u s t r ia l  procurement fun ctio ns  by 

a s so c ia t io n s , as w e ll as p r io r i t i e s  in  re ce iv in g  in d u s t r ia l  su­

p p lie s .  Lts major cause is  a lso  the process of co n cen tra tio n , 

m ainly o rg an iza tio n a l co n cen tra tio n , which has been la s t in g  fo r 

many years now. I t  has resu lte d  in  form ation of the market s t r u ­

c tu re  ch a rac te r iz e d  w ith  a con s id e rab le  predominance of monopoly 

elem ents. To i l l u s t r a t e  th is  fa c t  we s h a ll  quote sume data .

Average employment s iz e  per 1 in d u s t r ia l  p lan t (s o c ia l iz e d )  was 

much b igger than in  o ther co u n tr ie s  and, moreover, i t  went up 

q u ite  s ig n if ic a n t ly  from 77 persons in  1960 to 118 persons in  

1981, in  th is  employment in  s ta te  p lan ts  rose from 245 to 405 per­

sons r e s p e c t iv e ly .  Employment s iz e  per 1 company rose from 700 

persons in  1971 to 875 persons in  19nt. In  s ta te  companies i t  was 

much h igher (1.330 persons) than in  coo p era tive  companies (270 

p e rson s ). The c o e f f ic ie n t  of employment co n cen tra tion  in  in d ustry  

reached 0.67 in  1982. Over the period  1960-1981, the number of 

s o c ia liz e d  in d u s t r ia l  companies decreased by 23.6 per cen t. In  

1981, about 0.6 per cent of s o c ia liz e d  in d u s t r ia l  companies ge­

nerated  31.5 per cent of net ou tput, w h ile  10 per cent of them had 

at th e ir  d isp osa l 70 per cent of the t o (a l  va lue  of fixed  

a s e ts 16. The m onopo listic  s tru c tu re  of the market becomes even 

more d is t in c t  i f  we take in to  account the branch c ro s a - s e c t io n .

Oemonopolization of the market fo r in d u s t r ia l  products w i l l  

c a l l  not only fo r system changes aimed a t l ib e r a l iz a t io n  of mar­

ket e n t r ie s  and e x its  ( in t ro d u c t io n  of hard budgetary c o n s tra in ts  

fo r  companies) but antimonopoly le g is la t io n  as w e ll .  I t  is  e q u a lly  

im portant to s tim u la te  estab lishm ent of sm all companies, s p l i t  up 

m u lt ip la n t companies, and, f i n a l l y ,  d i f f e r e n t ia t e  them w ith  regard 

to th e ir  membership to я g iven  ownership sec to r  and th e ir  le g a l 

form.

such tenders were used to a lim ite d  ex ten t in  1984 s in ce  they re ­
fe rre d  to only 21 assortm ent groups of in d u s t r ia l  su p p lie s  out of 
the to ta l number of 111 assortment groups encompassed by govern- 
m entalorders.

16 Rocznik s ta ty s tycz n y  przemysłu 1982 [ S t a t i s t i c a l  Yearbook of 
In d u stry  1982], Warszawa 1982, p. 13, 21, 30-32.



4. fa c to rs  of Companies Behaviour in  t he Market f or I nd u s t r ial 

Products  in  Economics of Scarry t^

We s h a ll now pass to d iscuss ion  of basic  fa c to rs  shaping a t t i ­

tudes of companies in r e la t io n  to supply iri cond itions of i t s  scar­

c i t y .

4.1 Ab i l i t y  of a Company to Pe rc e ive  S c a rc ity  

and Scope of th is  Sca rc i t y

As a re s u lt  of permanent shortages in  the conscience of compa­

ny managers there has been developed perception  of зоте kind of 

"an average s ta te  of sho rtag es", which co n s titu te s  an important 

parameter in the company's adjustment process. Knowing in advance 

about main shortages, i t  was p oss ib le  to undertake c e r ta in  reme­

d ia l measures connected w ith  adaptation  of production technology 

and i t s  assortment to the present or a n t ic ip a te d  shortages in  in ­

d u s t r ia l  su p p lie s , and make e f fo r ts  in  advance to obta in  the nece­

ssary in d u s tr ia l products, and e s p e c ia lly  those which co n s titu ted  

b o ttlenecks in  production.

The e x is t in g  scope of shortages and knowledge about i t  were 

exe rtin g  a marked in flu en ce  on companies' behaviour. P a r t ic u la r ly ,  

there could be observed a trend to amass in ven to rie s  la rg e ly  su r­

passing requirem ents of the cu rren t production process. This allowed 

to reduce the degree of u n ce rta in ty  on the side of in d u s tr ia l sup­

p l ie s .  A common in c l in a t io n  to c rea te  excessive  in ve n to r ie s  could 

be seen mainly in  the case of these means of production , which 

although ind ispensab le  in  production d id  not p lay any major ro le  in 

i t s  co s ts . They inc luded , fo r example, spare parts  fo r machines, 

c e r ta in  components fo r the production  process. A company not on- 

countering  any bigger . d i f f i c u l t i e s  in the f ie ld  of f in a n c ia l feed ­

ing (s o f t  budgetary c o n s tra in ts ) is  in c lin e d  to increase  i t s  in ­

ven to rie s  w ithout reckoning w ith  costs  in curred  in  th in  wny17.

17
E f fo r t s  are made, however, to s t i f f e n  budgetary constra in ts  

of с о т р п т е з . Thus, fo r  example, in  1983, banks reduced th e ir  
s ca le  of finan c ing  in ve n to r ie s  as there  was accepted a p r in c ip le  
that any increment in  company's in ve n to rie s  should be covered w ith 
i t s  own f in a n c ia l  resou rces. Consequently, the share of companies' 
own f i r a r t c i ? l  resources in fin an c in g  tn e ir  in ve n to r ie s  rose from 
31.6 per cent in 198.2 to 33 per cent in  19B3 w ith  a general in ­
crease in  in ven to r ie s  oi 17.i> per cent.



Accord ingly , a n t ic ip a t io n s  ot' companies wittt regard to in ­

d u s t r ia l  supp lies  are of utmost importance both for form ulation  

of short-term  task and th e ir  p a r t ic ip a t io n  in execution of tasks of 

the ce n tra l p lan . Such a n t ic ip a t io n s  are based m ainly on managers, 

experience and t h ľ i r  knowledge about an average - "norm al" ą ta te  ot 

shortages in  in d u s tr ia l supp lies to which a company adjust-, i t s  

t a c t ic a l  and s t r a te g ic  a c t i v i t i e s .  D i f f i c u l t ie s  ensuing from those 

shortages are overcome more e a s i ly  by eompanior, possessing bigger 

a b i l i t y  to sw itch  over th e ir  production p r o f i le  than by those 

which do not possess such a b i l i t y  In is  a b i l i t y  of companies tu 

switch over th e ir  production is 'underm ined, however, by a cons ide ­

rab le  degree of con cen tra tion  of companies, r e s t r ic t io n  of th e n  

autonomy in the sphere of su b s t itu t io n  of production  fac to rs  

in production and trade , and f in a l l y  by v e r t ic a l  branch management 

s t ru c tu re s .

4 .2 . Scope of Freedom in Choico_ of_ a_Su^p lio t

The above remarks in d ic a te  that the scope of company's f re e ­

dom in choosing i t s  su p p lie r  is  r e s t r ic te d .  In  the domestic mar-ket, 

there is  o ften  only one producer (n a tu ra l monopoly) or only one 

m u lt ip lan t company created  through o rg an iza tio n a l con cen tra tion .

As i t  was a lready in d ica te d , in d u s tr ia l a s so c ia tio n s  both vol­

untary and compulsory, 're p la c in g  the former amalgamations, apply 

m onopolistic  p ra c t ic e s . (hey f in d  th e ir  r e f le c t io n ,  among o th ers , 

in  concen tra tion  of in d u s tr ia l, procurement functions by some asso­

c ia t io n s .

But then, even i f  there arc severa l sup p l ie rs  and «companies 

may choose f re e ly  th e i r  su p p l ie rs ,  the s u p p l ie r 's  p os it ion  is  

always superior in  r e la t io n  to the buyer.

C en tra l ized  d is t r ib u t io n  system by r e s t r i c t i n g  freedom of choo­

sing the su p p l ie r ,  reduces companies' innovat iveness and th e ir  

a d a p ta b i l i t y  to cond it ions  p re v a i l in g  in th e i r  environment. More­

over, i t  does not seem poss ib le  that such a big scope of ra t io n in g  

may a llow  for an accurate  a l lo c a t io n  of very ra re  in d u s t r ia l  prod­

ucts both with regard to p r i o r i t i e s  defined by the Centre and 

a l lo c a t io n  e f fe c t iv e n e s s  of these products. Both trad ing  a c t i v i t y  

and innovat iveness  of companies are weakened. The change in  the 

market s tru c tu re  discussed e a r l i e r  on represents  an ind ispensab le  

precond it ion  to ensure p lu ra l ism  in choosing a su p p l ie r .



4 .3 . P o s s ib i l i t ie s  of O btain ing a P r iv i le g e d  ( P r io r i t y )  P o s it io n

in  the Агва o f . In d u s t r ia l  Supp lies

A company does i t s  best to be encompassed by p r io r i t y  in  ob­

ta in in g  in d u s t r ia l  su p p lie s . This is  n a tu ra lly  dependent upon 

Seve ra l circum stances.

F i r s t ,  a g iven economic unit must have appropriate  te ch n ica l and 

o rg an iza tio n a l con d ition s  to undertake p r io r i t y  p roduction . Too 

genera l form ulation  of production p r io r i t i e s  in  previous periods 

caused th a t many companies were undertaking fo rm a lly  p r io r i t y  

production  although in  r e a l i t y  th is  production  was not e s s e n t ia l 

fo r accomplishment of o b je c t iv e s  g iven p reference  by the Centre.

Second, execution of p r io r i t y  o b je c t iv e s  should ensure both 

p r o f i t a b i l i t y  and, as i t  p a r t ly  r e s u lts  from the p revious consid- 

e ra t io n , u t i l i z a t io n  of produc-tiori c a p a c it ie s .

F in a l ly ,  th ird ,  the founding organ (ap p ro p ria te  branch m in i­

s t r y ,  and lo c a l s ta te  a d m in is tra tio n  organs fo r c e r ta in  companies) 

is  e n t it le d  to impose production  task w ith in  p r io r i t y  o b je c t iv e s . 

This causes sub jugation  of a company In  r e la t io n  to the founding 

organ. I f  production ob ta in ing  p reference  is  p ro f ita b le  fo r и 

company, i t  w i l l  t r y  to exert i t s  pressure on the founding organ 

both in  form al and in fo rm al ways in  order to ob ta in  tasks whose 

execution  is  f u l l y  p ro tected  on the s id e  of in d u s t r ia l  su p p lie s . 

On the o ther hand, i f  such production  is  u n p ro fita b le  fo r a compa­

ny, i t s  e f fo r ts  w i l l  be o r ien ted  in  an opposite d ir e c t io n .

4 .4 . Barga in ing  Power in  R e la t io n  to the Su p p lie r  and the Centre

In  the described  s itu a t io n  i t  i s ,  to a la rge  ex ten t, a fun­

c t io n  of a company's s iz e  and volume of i t s  demand fo r industria l 

su p p lie s , and i t s  p o s it io n  (o r  nore p re c is e ly  i t s  management po­

s i t io n )  in  r e la t io n  to lo c a l and c e n tra l economic and p o l i t i c a l  

a u th o r i t ie s .  A company, o ften  in  an in fo rm al way, t r ie s  to in ­

crease  i t s  barga in ing  power. On the s id e  of companies (b u y e rs ), 

there  e x is ts  a tendency to co n ce n tra tio n , concluding various 

branch agreements, approval of p ro v is io n  of in d u s t r ia l  sup p lies  

fo r  the e n t ir e  branch by in d u s t r ia l  a s so c ia t io n s , and acceptance 

of b ig  consignments d e liv e re d  a t one tim e. The su p p lie r  may sim­

p l i f y  h is  d e l iv e r ie s ,  lower th e ir  costs  and l im it  h is  s e rv ic e s



connected w ith  these d e l iv e r ie s  (postponement e f f e c t )  as he holds 

a sup erio r p o s it io n  towards the buyer.

C e rta in  in d u s tr ie s  e .g . heavy and eng ineering  in d u s tr ie s  enjoy 

a p r iv i le g e d  p o s it io n . There has been even developed some s te re o ­

type, which causes tha t the bargain ing  power of some in d u s t r ia l  

branches is  b igger than tha t possessed by other companies. Moreover, 

they f in d  support of lo c a l a u th o r it ie s  more e a s i ly .

4 .5 . P o s s ib i l i t y  o f M o tiva tin g  the Su p p lie r  

and the A d m in is tra tive  D is t r ib u t io n  System liitough Inform al l ie s

Non-price c r i t e r i a  of a l lo c a t io n  of a cons id e rab le  p a rt of in ­

d u s t r ia l  products c rea te  favourab le  con d ition s  fo r development of 

in form al t ie s  between the su p p lie r  and the buyer. D if fe re n t  p re ­

ssure groups are c rea ted . Branch lobby e tc . To some ex ten t, there 

are developed: s p e c i f ic  forms of co rru p tio n ; b a rte r  trade among 

companies; doing d if fe r e n t  favou rs ; w inning sympathy of employees 

in  the s u p p lie r 's  s e l l in g  department and in  the a d m in is tra t iv e  

d is t r ib u t io n  system e tc .

In  th is  s itu a t io n ,  employees in  the buying company's p rocu re ­

ment department assume g reat im portance. Their c le ve rn ess  and 

s k i l l  of e s ta b lis h in g  in form al con tac ts  w ith  supply empolyees de­

term ine, to a la rg e  ex ten t, a company's economic e f f e c t s .  They 

s t r iv e  to secure products necessary not on ly fo r th e ir  own compa­

ny but a lso  fo r o ther companies as i t  strengthens th e ir  barga­

in in g  power.

There can be quoted here s e ve ra l b as ic  "argum ents" on the 

s id e  of the buyer, which may induce the su p p lie r  to s e l l  a product 

and in crease  i t s  volume.

1. Uselessness (c o s t s )  of a purchase which the buyer is  i n c l i ­

ned to accep t. I t  may r e s u lt  from s h if t in g  the burden of s e rv ic e s , 

which custom arily  or on a b as is  of agreements concluded p re v io ­

u s ly  should be performed by the s u p p lie r ,  to the buyer.

2. In c l in a t io n  to accept t ie d  s a le s . I t  happens th a t the su­

p p lie r  sometimes makes the s a le  of g iven  in d u s t r ia l  products su­

b je c t  to purchasing of o th e rs , which he has in  excess and fo r  

which he cannot f in d  buyers. This is  n a tu r a l ly  an in fo rm al a c t i ­

v i t y .

3. P o s s ib i l i t y  of supp ly ing  the su p p lie r  or o ther buyers



competing to secure th e ir  sup p lie s  w ith  products being a t t r a c t iv e  

to them by the buyer (k in d  of b a rte r  d e a ls ) .  Other conpeting buy­

e rs , having obtained such products from our buyer, may be i n c l i ­

ned to g ive  up the purchase in  favour of the described  buyer.

4. Personal connections of in fo rm al ch arac te r sometimes su­

pported by co rru p tio n . Ways of m otiva ting  the su p p lie r  by the buyer 

have not only th e ir  economic dimension but s o c ia l and moral d i ­

mensions as w e ll.  They cause undoubtedly d is in te g ra t io n  of goals 

of market channel p a r t ic ip a n ts  and e s p e c ia lly  macro- and m icroeco­

nomic goa ls .

A

4.6 . System of Company's T ies M ith in  the Network of Which 

i t  is  S itu a te d , and i t s  A b i l i t y  to U t i l iz e  

These T ies  to In te n s if y  i t s  Supply

The market in  the c e n t r a l ly  planned economy is  ch a ra c te r iz ed  

w ith  considerab le  s t ru c tu r a l iz a t io n .  A company and p lan ts  belong­

ing to i t  are o ften  lo ca ted  w ith in  a network w ith  q u ite  ek ten s ive  

t ie s .  These t ie s  o ften  re fe r  to non-economic and in form al connec­

tio n s  w ith in  a developed h ie ra rc h ic  s tru c tu re . Of g rea t importance 

are a lso  connections w ith in  branch groups of companies. F in a l ly ,  

of g reat importance are th e ir  t ie s  w ith  local- p o l i t i c a l  and econo­

mic a u th o r it ie s .  I f  a company has developed t ie s  w ith in  such a 

network and Дэ ab le to u t i l i z e  them, Ц _  can s ig n if ic a n t ly  a i t i -  

gate i t s  d i f f i c u l t i e s  in  the*sphere of industria l supplies.

4.7 . A b i l i t y  of a Company to P rov id e  D is to rte d  In form ation  

About i t s  Production  C a p a c it ie s  and In v e n to r ie s  

of In d u s t r ia l  Products

Ra tio n in g  of in d u s t r ia l  products may be looked upon from the 

s id e  of a l lo c a t io n  of sho rtages. A company by generating  inform a­

t io n , w.iich does not correspond to i t s  re a l s itu a t io n ,  may cause, 

to some ex ten t, th a t i t  is  bypassed in  " a l lo c a t io n "  of such short­

ages. I  am om itting  here the moral aspect of such d is to r te d  in ­

form ation as w e ll as i t s  consequences fin d in g  t h e ir  r e f le c t io n  

in  d i f f i c u l t i e s  encountered by a company in  perform ing i s t  econo­

mic c a lc u lu s .



Je rz y  D ie t l

Y ■ '
ZACHOWANIE S ią  NABYWCÓW ŚRODKÓW 00 PRODUKCJI 

W GOSFOOARCE CENTRALNIE PLANOWANEJ NA PRZYKLADZ. Г POLSKI

W a rtyk u le  zo s ta ły  omówione czynn ik i wpływające na zachowanie 
s ię  nabywców (p rzed s ięb io rstw a  kupującego) na rynku produkcyjnym 
w ekonomice niedoborów. Rozważania oparto w częśc i na doświadcze­
n iach  wynikających z o s ta tn ich  prób wprowadzenia reformy systemu 
zarządzania i planowania gospodarki w Po lsce .

Większość uogólnień jednak odnieść można do s y tu a c ji ch a ra ­
k te ry s ty cz n e j d la rynku sprzedawcy. Opis zcentralizowanego systemu 
d y s try b u c ji środków do p rodukcji oraz prób jego zreformowania s t a ­
nowią wprowadzenie d la : omówienia form procesu dostosowawczego 
przedsięb io rstw a  do niedoborów podaży, d ecyz ji zakupu i poszukiwa­
n ia  potrzebnych produktów zaopatrzen ia , a w reszcie  czynników w pły­
wających na pozycję kupującego względem sprzedającego i  jego zacho­
wanie mające na ce lu  wzmożenie t e j  p o z y c ji.

Ana liza  doprowadza do wniosku, że sy tu ac ja  rynku sprzedawcy i 
w yn ikające z n ie j  zachowania partnerów wymiany pociągają  za sobą 
negatywne konsekwencje ekonomiczne, społeczne i etyczne.


