V]IK 339.138
JEL: L81, M14

K. Bininbcbka-Pedopmat, M. Ctepanbebka*
Exonomiunuii yHiBepcuter B Karogiax, Ilonbia,
*Ekonomiunuii yHiBepcuteT B [1o3Hani, [Tonbia

CHIBIPAIISI TOPTOBUX MEPEX 13 IOCTAYAJIbHUKAMHU
Y KOHTEKCTI KOHIENIII KOPIOPATUBHOI COLIAJIBHOI
BIJINOBIIAJIBHOCTI

a Bininvcoka-Pegpopmam K., Cmepanvcoka M., 2013

B3aemoBinHocMHM MikK TOProBUMH MepeKaMH, BHPOOHHKAMH i NOCTAYaIbHUKAMH,
pazom 3 3axonamum CSR, saki 37aTHi mocuauTH 1i B3a€EMOBITHOCMHHU, — € 00'e€KTaMu
3anikaBJjieHocTi aBTopiB wi€i podotu. IleperBopeHHs, AKi iCHYIOTb B TOPriBJi HMpPOTAromM
octanHix 20 p. y Houabsmi Ta 40 p. — B €Bpomni, 1al0Th HAM MOKJIUBICTHL TOBOPUTH, 1O 1€l
CEKTOpP HA CHOTOAHILIHINA JeHb XapaKTepuU3y€ThCsl ACHMETPI€I0 BJAAU CTOCYHKIB B KaHajJax
po3noainy. 3 MeToro nmosicieHHsi 3Ha4eHHsA CSR B yrBopeHHi napTHepcbKUX B3a€EMO3B’S3KIiB y
Po0OTi HABOAATHCH MoJesi B3a€EMO3B’A3KIB y KaHa/JIax Po3MOaily, POo3rJsiIacThC acuMeTpis
CTOCYHKIB y TOpriBJi i BKa3yloThc JKepesia ii BUHUKHEHHS; BUSHa4YaeThesd poab CSR y 3mini
B3a€MO3B’SI3KIB y KaHajax po3noaiay. Podora npodinancoBana 3a KOIITH FPAaHTy HA OCHOBI
NCN pimenns DEC-2011/03/B/HS4/03576.

Kawuosi caoBa: CSR, mocrauanbHWKH, KOMEpIIHHI JaHIIOTH, CTpaTerii Koormeparii,
MO3HIIIHHA MIKOJA.

COOPERATION OF COMMERCIAL CHAINS WITH SUPPLIERS
IN THE CONTEXT OF CSR CONCEPT

a Bilinska-Reformat K., Stefariska M., 2013

The relationships between commercial chains and producers and suppliers, as well as
CSR initiatives that make the tools strengthening these relationships are the object of authors’
interest in this paper. Transformations that have taken place in trade for the last 20 years in
Poland and for the last 40 years in Europe let us state that it is the sector that at present is
characterised by asymmetry of the power of relationships in the channel of distribution. For
the purpose of explaining CSR significance in formation of the relationships, models of
relationships in the channels of distribution are presented in the paper, asymmetry of
relationships in trade and its source are indicated, and the role of CSR in change of
relationships in the channel of distribution is defined. Work is funded by the NCN grant based
on the decision number DEC-2011/03/B/HS4/03576.
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Problem formulation. CSR concept is reflected in numerous initiatives presented in the text, that
are undertaken by retailers for the purpose of integration of the participants in the channels of distribution
and formation of barriers for other entities to enter them. The wide scope of activities of retailers directed
toward suppliers is large but their influence on rdationship between retailers and suppliers is still
unknown.

Analysis of current research outputs and publications. VVarious models that describe relationships
between producers and networks are presented in the literature. The subject matter of collaboration and
cooperation between the sphere of trade and suppliers is undertaken by such authors as P. Stannack, M.
Jones, T. Wojciechowski, R. F. Reck or W. Szczepankiewicz. Some models study the analysed subject
matter from the perspective of bargaining power like for example M. Porter's model of five forces that
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derives from pasitional school. Others focus on cooperation and development of partnership relationships,
like for example partnership marketing. In thefirst case, Porter's approach shows not only the sources of
bargaining power but also the sources of competitive advantage and strategy of competition [1].
Relationship marketing, or partnership marketing, is the approach that frequently occurs in the sphere of
identification and assessment of the character of relationships that appear in the chains of supply or
channels of distribution. This approach is, among others, the result of the adoption, by all participants in
the channel of distribution, of the assumption that they aim at realisation of common goals, and partnership
cooperation guarantees the best satisfaction of needs to all of them. Authors from Poznan [2, p. 20] also
write about purchase marketing as the key sphere of marketing activities of a commercial enterprise.

M. Bensaou's model is another model describing relationships between suppliers and purchasers (in
the sphere of trade, among others). The author distinguished four categories of relationships between them
according to the degree of specificity of investment. They are: firstly strategic partnership, secondly the
purchaser subordinated to the supplier, thirdly the supplier subordinated to the purchaser, and fourthly
market exchange [3, p. 459]. According to presented approach, enterprises cannot establish their
relationships with all suppliers while following a single pattern. It is recommended to model these
relationships depending on competitive conditions that exist around the particular product, and then to
create an appropriate, suitable management model for each type of relationships.

However, it ought to be indicated that the character of relationships between the entities undergoes
evolution. The model related to making a purchase in an enterprise, presented by R.F. Reck and B.G.
Long which distinguishes four stages of purchase functions [4, p. 2-8] and that can be referred to Polish
conditions is the example of their changes:

1. Passive phase — the purchase function does not have a strategic significance in the enterprise,

2. Independent phase — in implementation of purchase function, the latest techniques and processes
of purchase are started to be applied, but its strategy is independent of competitive strategy of the
enterprise,

3. Support phase — the function of purchase supports implementation of competitive strategy of the
enterprise through application of techniques related to purchase and products that strengthen the
competitive position of the enterprise,

4. Integration phase — the strategy of purchase is fully integrated with competitive strategy of the
enterprise and makes a part of integrated inter-functional activities undertaken on various levels for the
purpose of formulation and implementation of strategic plan of activity.

Article objectives. While performing the function of purchase and sale, enterprises make decisions
that should contribute to satisfying consumers needs and establishment of competitive advantage. In the
paper the phase of purchaseis focused on, however, it ought to be remembered that decisions in this sphere
are determined by expectations of final consumers. The aim of the paper is to indicate the scope of
activities undertaken by retailers and directed to suppliers. We assume this is the first stage for future
research to explain how deeply CSR ideais included into strategy of retailers and what kind of effects are
expected by them.

Presentation of main materials. Commercial networks operating in Poland are located on various
levels of purchase relationships. Thefirst phaseis characteristic, among others, of the enterprises that focus
more on sale and do not feel a strong enough pressure from the competitors to optimise the supply. Other
indicated phases show the growth of their strategic significance for strengthening of resources, although at
the beginning not necessarily in the sphere of competition. It becomes more important as the sector
approaches the phase of maturity. It seems that in the case of majority of foreign commercial chains the
phase of purchase oriented only to products is already behind them. These enterprises redlise that activity
that consists in making purchases is related to both the types of activities that make the chain of values and
also to the external surroundings, for example suppliers that can contribute to achievement of enormous
competitive advantage by a particular economic entity. Considering what has been said, it is necessary to
establish relationships with these enterprises on the grounds of the strategy of cooperation. However, the
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complex character of conditions that results from the specific role of commercial enterprises makes the
relationships between the producer and the supplier change dynamically, moving to successive levels of
relationships which is reflected by the analysed R.F. Reck and B.G. Long's model and implemented
cooperation strategies based on the model of formation of long-term relationships.

In the paper, the positional schoal is referred to because of the character of relationships that occur in
trade. They are described among others by the concept according to which trade is compared to the so-
called "Gate Keeper" that decides what lines of products will reach the sphere of distribution and how the
stream of amounts due and information will flow [2, p. 28]. Because of significant bargaining power of
retailers these are the enterprises that perform the key roles in shaping the relationships with suppliers. The
occurrence of a small number of commercial enterprises that operatein alot of countries and have a strong
position on home market generating higher and higher share in retail sale of a particular country, makes
them, because of their purchasing and selling potential, a very attractive partner for the suppliers, but also a
risky one because excessive dependence on a particular entity brings numerous risks. Referring to M.
Porter's model, among factors determining sources of bargaining power, we ought to indicate the
following, among others:

—amount of realised purchase,

— number of purchasers and sdlers,

— degree of concentration of purchasers and sellers,

— quality dependence,

— costs of change of the supplier,

— barriers to enter the sector.

They significantly determine the character of relationships with suppliers, however, we have to
emphasise that the structure of Polish trade is made of entities of various bargaining power, and therefore
their relationships are also established on the grounds of different premises. Large chains perform superior
role towards suppliers, however, on local markets on which individual or small chains of shops operate, the
character of rdations can change from the superior role of aretailer to a partnership of producer — retailer,
supported by wholesaler — integrator.

The growth of bargaining power of large commercial networks as associated with numerous abuses
of both legal and ethical character (starting from the lack of payments for the suppliers, a few months
delays in payment, collection of additional payments for entering the commercial chain, breaking
cooperation as a result of strong pressure to lower the prices, price-fixing conspiracy, ec.). For suppliers
of the local range or of a weaker brand, this de facto means in general the inability to start or continue
cooperation in case of development of the chain that is more dynamic than the development of the supplier.
Both the protests of suppliers and pressure from other stakeholders show more and more demand on
strategies based on the concept of corporate social responsibility. They show the enterprises the necessity
to pay much more attention to results of activity that is run by them for the wide circle of stakeholders,
while following particular principles at the same time. On the other hand, higher ethical standards of
managers also contribute to changes in strategies of enterprises.

Social corporate responsibility of commercial networks in strategies of formation of
relationships with suppliers. Social corporate responsibility is the concept according to which enterprises
voluntarily take upon themselves economic, legal, ethical and philanthropic responsibility towards
stakeholders and the natural environment [5, p. 39-48]. In Polish redlity, initiatives that are included in
CSR are often atransfer of the strategy initiated in the country of the company origin and implemented in
all markets on which operations of a particular organisation are performed. Also, the range of these
activities is narrower when compared to home markets [6, p. 14 — 22]. This results, among others, from a
strong pressure from stakeholders on home markets, the purchasers, suppliers and competitors and also
media, that make commercial enterprises develop comprehensive strategies within CSR. Consequently,
retail companies operating by chains of store such as: Tesco, Carrefour, Ikea or H&M, are involved in
CSR programs. We may think that the strategy of international retailers, based on CSR concept on Polish
market is for now a derivative of globalisation strategy and not a local demand on "corporate
responsibility”.

What makes CSR so interesting for retailers? Thanks to activities undertaken by retailers within CSR
concept and addressed at the suppliers, they achieve the following benefits:
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— they create their positive image in local environment (particularly in the view of communal
decision-makers) which allows to obtain favourable decisions for the benefit of the network in particular
communes.

— they obtain "access" to local companies that are leaders in particular businesses.

— they reach synergy effects resulting from the fact of pursuing cooperation that is profitable for
both parties,

— thanks to CSR, stronger partnership relations are established and this provides the grounds for
long-term cooperation.

More frequent application of CSR concept by retailers is also associated with crisis situations.  This
is because activities within CSR are treated as a kind of insurance policy that ought to protect the
enterprise reputation in the situation that threatens the image, especially in the context of information that
commercial networks abuse their position in relationships with suppliers. This is confirmed, among others,
by P. Flatter and W. Willmot's work. They identified major tendencies in consumers behaviour in the
period of economic crisis. We can find among them the factor related to expectations of target markets to
run business activity in an ethical way [7, p. 106-112].

In commercial enterprises that have a strategy based on CSR concept, marketing activities are
implemented in the way that is appropriate for partnership marketing (relationships). CSR concept is the
valuethat both establishes and strengthens the relationships. It determines the standards of cooperation and
the principles that are followed by the retailer in cooperation with suppliers. Thereby, it establishes its
reliability and facilitates achievement of strategic goals. Table 1 shows exemplary areas and ranges of
activities undertaken by chains for the purpose of establishment of relationships with suppliers in the
context of CSR.

Table 1

Selected CSR areas and activities of commercial chains with suppliers

Entities and areas

of cooperation Exemplary solutions implemented by commercial chains

Direct addressees of activities of commercial chains
Employees Trainings for suppliersin the sphere of CSR concept implementation
Transfer of employees to companies for the purpose of implementation of standards
within CSR asrequired by commercial chain
Expanded range of occupational safety and health
Local suppliers Starting cooperation with local suppliers
Support for suppliersinterested in export
Promotion in commercial premises of local suppliers
Knowledge transfer in the sphere of enterprise and sale management
Knowledge transfer within CSR
Local communities Collective creation of working places
Joint activities for the benefit of institutions or selected social groups (for example
investmentsin infrastructure)
Common initiatives of philanthropic character
CSR areas

Environment protection Reduction of fume emission
Reduction of CO, emission
Reduction of power consumption
Limiting the number of packagesin logistics
Recycling
Control of product quality and safety

Tools of CSR implementation
Negotiations Defining Fair Play principles operating in the commercial chain towards suppliers
Development of the code of good practices
Transparency of conditionsof cooperation as defined in codes
Devel opment of whistleblowing policy
Disclosure of real feesfor promotion of supplier in the chain

Source: own case study
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In order to include retailer's activities towards suppliers in CSR concept, they should consider the
following: influence of the supplier on natural environment, quality of relationships with suppliers that
represent microenterprises and SME, observance of human rights, safety and philanthropy [8, p 177 — 194].
In the light of studies performed in 2011 among producers on Polish market, communication with
employees, observance of occupational safety and health, being guided by honesty towards suppliers,
limiting the amount of waste, using biodegradable waste, enabling the employees to participate in decision-
making processes can be found on the list of activities associated with CSR of commercial enterprises.

Implementation of CSR concept by retailers may encourage the suppliers to make:

— changes within their own purchase function (resources, materials for production, and also
technology),

— changesin logistics (e.g. optimisation of transport of goods or use of vehicles of reduced amount
of fume emission or those that run on ecological fues),

— changes in management of employees (observance of employee rights, equality of rights),

— changesin production technologies,

— participationin joint social programs.

However, we ought to pay attention to the attitude of suppliers towards CSR. Some of them may be
assessed by suppliers as additional costs that have to be incurred to ensure continuation of cooperation. In
this meaning, for suppliers, CSR becomes a solution imposed by retailers that results from their bargaining
power. However, we have to remember that fulfilment of the requirements of a commercial chain means
that the offer will be found on the market and the purchasers will receive the offer that meet the statutory
and voluntary requirements adopted by the chain. What is more, there will appear a new barrier for other
suppliers to enter, because the entities aspiring to cooperate with the particular chain may not meet its
requirementsin the context of CSR.

IKEA Group, that has restrictive requirements towards its suppliers, is an interesting example of the
chain of developed CSR practices in the sphere of cooperation with suppliers. All of them have to comply
with specific standards. First of al, high quality of production, competitive prices or supply timeliness
are essential here. The products have to be made in responsible way which means taking into consideration

Table 2
Exemplary activities of commercial networks aimed at suppliers
Commercial chain Activities
Auchan Report on Sustained Development of Auchan: principles concerning suppliers

include, among others, honest and transparent treatment of business partners
Support for small and medium-sized enterprises, promoting local products, hygiene
audits at suppliers premises according to IFS'BRC Standards, Signing Auchan
Principles of Ethics by 100% of suppliers

Carrefour Sharing the knowledge and experience in the sphere of trade with partners,
franchise holders and other subordinate entities,

Transparent and partnership principles of cooperation with suppliers,

Educating the suppliersin the field of sustained development,

Ensuring the sales market for products of local suppliers—in 2012 Polish suppliers
made 92% of suppliers of own brand food products,

Possession of ethical principles of Carrefour Group by the chain

Auto-diagnostician — the system of sdlf-assessment of activities in the sphere of
sustained devel opment for suppliers of own brand.

Intermarche "Supplier Worth Recommending” realised by Intermarche chain was presented as
an exampl e of the company good practice in the Report " Odpowiedzialny Bizness w
Polsce 2010" [Responsible Businessin Poland 2010].

Tesco "Academy of Regional Suppliers' program

Joint Business Planning

Jointly Agreed Growth

Source: own case study on the grounds of [10], [11], [12], [13]
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environment problems and working conditions of employees. These regulations are included in the code of
conduct that was drawn in 2000. Ikea suppliers do not have a permanent contract with the chain, and
bidding system is applied towards all the suppliers. In the situation when a particular supplier has got
problems with fulfilment of fundamental requirements of 1kea Group, auxiliary activities are undertaken.

Other numerous initiatives in the sphere of establishment of reationships with suppliers are
undertaken by such chains as Tesco, Auchan, Carrefour and Intermarche. They are presented in table 2.

Table 2 shows the activities in the sphere of cooperation with suppliers that become an important
element of the chain policy within CSR solutions that are applied. It ought to be added that the analysis of
retailers internet pages let us formulate the conclusion about a very important role of suppliers in the
policy of chain activity. Each of the chains emphasises (at least they declare it) that the pursued policy is
based on ethical criteria. Tesco can serve the example here, in the case of which, a private investor
managed to gather appropriate support to present on general meeting the motion to perform the ethical
audit in the chain of Tesco suppliers. The motion did not pass. However, the information about Tesco
suppliers salaries was publicised in media and influenced the company image in a negative way. In 2009
Tesco commenced the developed program "Trading Fairly” that includes selection of suppliers, risk
monitoring and assessment in the chain of supplies, including for example working conditions created by
the suppliers, cooperation with suppliers and transparency of the chain, and illustrates the importance of
relationships with suppliersin activity of commercial chains[14, p. 9].

Conclusions and perspectives for further research. On the grounds of collected information we
can state that strategies of cooperation with suppliers, based on CSR becomes more and more important
part of strategy for commercial chains. In their reports, they emphasise the fact of acquisition of goods
from Polish suppliers and ethical conduct towards them. The range of actually realised cooperation by
individual chains is various. We can indicate the practices of close cooperation that bring integration of
activities and activities in the sphere of transaction rather than real partnership. Execution of CSR
strategies in practice is associated with high costs, however they should not be analysed in the context of
"empty expenditures’, but as long-term investment that brings profitsin a longer time perspective because
CSR activities increase the value and competitiveness of the enterprise. The relation between retailers and
suppliers in the context of bargaining power is unknown so far, but we assume it should be the area of
further research. In CSR activities commercial chains pay larger attention to suppliers, because good
relationships with them may contribute to the growth of consumers' trust, improvement of image, and as a
consequence, the increase in their value. However, we have to emphasise that implementation of projects
in the sphere of corporate social responsibility requires true involvement from the company management
and employees.
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