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[Micns 3anenmany KoMmyHicTHUHOrO pexumy Ilombria
3a3HaNa MIBUAKHAX Ta TJIHMOOKMX €KOHOMIYHMX 3MiH. Ha
rpaHi X 3MiH po3napiOHa Topriens B I[lompmi Oyna
JIOCUTh TUIIOBOIO ISl COILaJiCTUYHOI €KOHOMIKH, SIKOIO
KepyBajM JiepkaBa 1 KoomepaTuBH. BoHa mepexuBaia
MPOIICCH, BIAMIHHI Bil THX, II0 € Y pPO3BHHYTUX
PUHKOBHX E€KOHOMIKax, Ji¢ NOMIHYBaJl BEJWKI TOProBi
LEHTPH.

Jlume 3a xinbka pokiB po3npiOHa Toprieis B Ilombrii
MepeTBOpHIIach Ha KOHKYPEHTY Taly3b BUILHOI PHHKOBOI
eKOHOMIKH. /IMHaMiKa ITUX MPOIIECiB OyiIa BUHATKOBOIO.

Iepexin y ramy3i po3apiOHOI TOpriBii XapakTep-
pu3yBaBcs JBoma cramismMu. Ha mepmriit cranii BinOyBcs
CHOHTAaHHUH BHOYX Majol MiJXIpUEMHHIBKOI isSUTBHOCTI.
Jpyra cranis npuHecia opraHi3auiiiHi 3MiHH, 3011bLICH-
HA IHO3EMHOrO KamiTaiay, HOBI (opMu po3apiOHOT
TOPTIBIII Ta Kpalie 00CIyroByBaHHs MMOKYIIIiB. BHacminok
IUX 3MIiH BHHHK TMpollec KoHIlleHTpamii. Ilopyd 3
IHO3EMHHMMHU KOHKYPEHTaMH 3’SIBHJIMCh TEPII MOJIbCHKI
PO31piOHI TOProBi Mapku i GipMu.

Hpyra cramis 3MiH y po3apiOHii TOpriBii 4Yacto
nominseThcss Ha  (asu, mnepma 3 sAkux  (mosBa
CylepMapKeTiB) IoYajach, KOJM BCe IIe BiAOyBajKCh
3MiHM Ha mepunii cragii. Hactymui aBi ¢asu npunecnn
01 pO3BHHEH] (POPMHU ITUPOKOMACIITAOHOT PO3IpiOHOT
TOPTiBJII , K& B OUIBIIOCTI BHIIAIKIB PO3MIIIyBajach 3a
MexamMu  Benukux Mict. lle HeraTuBHe  sBHIIe
MOBEPHYJIOCH i 4Yac OCTaHHBOI (azu apyroi craiii,
BiJIOMOI SIK TPETE NOKOJIIHHS TOPTOBHUX LIEHTPIB, L0 YaCTO
PO3TaIIOBYBAJIHCH B LIEHTPAX MICT.

[IIBuaka mosiBa iHO3EMHOTO KamiTally HAa PHHKY, €
JMOMIHYBaB MICIICBHI Maynuii  Oi3HEC, CIpPUYUHMIA
comianpHy Hampyry. [lomiTuku, mix Ji€er0  IEX
NnoOOIOBaHb, NpPUAMaNM 3aKOHH, SKi OOMEXyBanu
PO3BHUTOK  BEJIMKOMAcCHITAOHMX TOPrOBHX 00 €KTIB.
HesBaxatoun w©a wuedd ¢axr, I[lompma BigHOBMIIA
Jmi0epalbHUM  MiAXiA OO0 IHBECTHIIH Yy po3aApiOHY
TOPTIBIIIO.

IMonpma MOXKe CIyryBaTH BIATUM 00 €KTOM
BUBYEHHS, K IPHUKIAJ YCHiXiB Ta HEBJad B IpoIeci
€KOHOMIYHHUX 3MiH Ha PO3JpiOHOMY PHHKY.
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This paper describes the gate of the retail branch in Poland
under economic trangtion. Wewill show how differently it evolved
in centrally planned and developed free market economies. We
will describe the spontaneous disperson and  subsequent
concentration of the market. Finally this paper will bring usto the
state of the current retail market in Poland.
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|. Introduction and definitions

As a business trade consists of a professional
mediation in the exchange of goods. The impact of trade
on the condition of urban economy has been significant in
all historical periods as it is one of the foundations of
market economy. Depending on the turnover level trade
can be divided into wholesale and retail. The difference
between wholesale and retail comes mainly from the
buyers’ distinct requirements as to the lot of goods,
purchase location and type of customer service [1].

The first cities emerged as centres of exchange and
production of goods. Contemporary post-industrial
civilization is an urban civilization, dominated by cities.
That is especially true in highly urbanised regions, such as
most of Europe. Nowadays 74% of the EU population
lives in towns of 5000 and more [2]. In the decades that
came after WWII Central Eastern European countries
have undergone exceptional urbanization joining the
urban civilization. The transition form a centrally planned
to a market economy, as well as the political transition
form a formerly communist regime to a liberal
democracy, has found the countries of this region in a
period of relative demographic stability with the highest
percentage of urban population in history. Poland’s urban
population in the years 1952-1989 has grown threefold
reaching almost 62% of the total population (the highest
percentage ever). A similar growth has been noted in
Ukraine. The urban population of Hungary has grown
from less than 30% to almost 60% and that of
Czechoslovakia from less than 50% to around 75% [3].

As Poland’s example shows, retail (under such socio-
economic conditions) can play a significant role in
stabilizing the employment rate under economic transition.

In this paper we will analyze the development and
structure of retail. We will describe the state of this
branch of Poland’s economy prior to the economic
transition and we will show how differently it evolved in
developed economies. Then we will move through stage
one of retail transition (from 1989 to mid 1990s) to stage
two (the beginning of which happens around the year
1992 [4]). We will discuss a further subdivision of stage
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two and finish with the description of the process of
market concentration that has been brought by the
evolution of the second stage of retail transformation.

According to the Polish Central Statistical Office
classification retail enterprises are divided into 7 categories:

Hypermarket: sales area of over 2500m?; self-service,
with a wide assortment of groceries and a variety of other
products; in most cases accompanied by a car park.

Supermarket: sales area from 400 to 2499m?; self-
service, with a wide assortment of groceries and a variety
of basic necessities.

Department store (dom towarowy): sales area of 2000m?
or more; various departments; wide range of universal non-
grocery products, often also groceries, in many cases
operating in the catering and service businesses.

Small department store (dom handlowy): sales area
from 600 to 1999m?; similar range of assortment and sales
organization as department stores.

General shop: sales area from 120 to 399m?; mostly
everyday groceries and additionally other frequently
bought products.

Specialist store: a wide range of specialist goods meeting
specific needs, such as clothing, home furnishing, automo-
tive, leisure and others; the assignment of such a store to the
appropriate specialization is determined by the relative value
dominance of certain type of goods in the store’s sales.

Other shops: sales area up to 199m?; mostly everyday
groceries as well as other frequently bought products.

This classification, although statistically very useful,
does not meet precisely the contemporary classification
used be developers, investors, market analysts and others.
Also it does not include such businesses as open-air
markets, that have been crucial to transition economies.

Il. Poland’s retail prior to the transition in
comparison with developed countries

Before the economical transition has begun, retail in
Poland was highly unified and monopolized, just as in
other socialist countries. The majority of retail belonged
to three trade organizations of the so-called socialized
sector (state and cooperative owned): Spolem — grocery
cooperative; Samopomoc Chlopska — farmers’ coopera-
tive; voivodship internal trade companies. On the margin
of this market smaller state and cooperative owned retail
enterprises operated. At the break of the transition the
socialized sector held up to 80% of retail locations and
90% of the turnover [4].

Under the communist regime trade, as most other
industries, was subject to central planning. Location of
shops, stores and other retail identities was neither
spontaneous nor accidental. The retail network was
planned to cover the country according to the population
distribution and urban concentrations. It was meant to
supply the population with goods in an orderly and
equally-accessible-for-all manner. The paradox of
implementing such a policy was the simultaneous serious
deficiency in some regions and unplanned abundance of
certain goods in others. The even supply did not meet the
uneven demand. A surprising effect of the above was the
“hunt for unexpected goods” practiced by many Poles

during their travels throughout Poland. The “hunt” meant
taking a quick look in every possible store in villages,
small towns or other rarely visited neighbourhoods in
hope of finding a product inaccessible in the place of
one’s residence. Even “hunting” during travels on short
distances could bring the purchase of long-needed goods.

When governments in Central and Eastern Europe where
preoccupied with the implementation of a centrally planned
economy replacing the fragmented private retail with a
centralised oligopoly of socialized enterprises most develo-
ped economies, first the United States, followed by Canada
and Western Europe, have been undergoing the process of
retail concentration forced by free market conditions.

Supermarkets, common after the 1930s by the year
1960 became the main source of supply of groceries and
basic necessities for some 40% of Americans. This car-
dependent society was ready for change. Although the
first signs of modern retail have appeared in the
nineteenth century in many developed countries, the
process of concentration in retail has accelerated in
America after World War II. The first fully enclosed and
air-conditioned mall has been opened to the public in
1956 in Minneapolis (Southdale Mall). A significant
change in a market dominated by open-air shopping
centres dependant completely on the local weather. This
concept, proposed by an American architect of Austrian
origin Victor Gruen, revolutionized the retail branch of
that era. In just a few years enclosed and air-conditioned
malls have appeared in numerous American cities, and
soon entered Canada (Wellington Square Mall, London,
Ontario, Canada).

In years-to-come such shopping malls have become
the dominant model of retail development in countries
with a developed market economy. By the end of the
1980s the retail market has become heavily invested and
the saturation with modern commercial surfaces in the
western countries was relatively high.

[1l. The transition

In the process of economical transformation retail in
Poland has undergone dynamic changes. In the first stage
an explosion of small enterprises occurred. Retail
establishments appeared spontaneously in every available
location. From the year 1989 till 1995 the number of retail
facilities in Poland has grown in Poland by 180%! (Fig.1)
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Fig. 1. Number of retail units (stores) in Poland between
1991 and 2009 [5]
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Along with this rapid development of more or less
organized retail, markets (mostly open-air) of all sorts
became omnipresent. Spontaneous markets where often
located in the centres of Poland’s major cities, including
one of the largest such facilities at the Parade Square in
the very heart of Warsaw. Markets of the 1990s served a
similar purpose to contemporary shopping malls
providing a full offer in a relatively small area.

The old retail network’s incompatibility with the popula-
tion’s needs combined with notorious supply shortages, the
above-mentioned pathologies that resulted from central
planning (such as “the hunt for goods”) and low entry
barriers resulted in dynamic changes in the retail market.
Retail has become an efficient and easily available surrogate
of full time employment. In the era of growing unemploy-
ment (a natural consequence of the shift from forced,
centrally planned to freely regulated production [6]), to
which the post communist society was completely unprepa-
red, the possible escape of numerous unemployed into small
retail became a powerful catalyst for change in this branch of
the economy. Note that the number employed in retail has
seen growth when the unemployment soared (Fig.2).
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Fig. 2. Retail employment versus unemployment rate
in Poland in the years 1991-2003 [5]

The rapid appearance and development of open-air
markets was based not only on the factors mentioned
above, but also on the relative weakness of the state.
Markets and bazaars appeared in many cases on public
soil with little regard to formal procedures. Stalls where
placed on popular squares, along major roads, in parks
and on empty plots in numerous cities and towns.

Organic and spontancous growth of small retail has
been halted by the surge of the second stage of economic
transformation — expansion of foreign retail chains. The
beginning of this stage coincides with the dynamic and
spontaneous changes characteristic of the first stage. In
the course of the economic and political transition retail
has not been considered a “sensitive” branch of the
economy, and in consequence had not been subject to
protection nor control of the state administration.

The absence of legal protection, lack of experience on
the side of the Polish state in regulating private business
activities, together with the fragmented structure of
private retail and organizational as well as management
problems of the former monopoly (socialized trade) have
created ideal conditions for the expansion of multinational

corporations [4]. Along with the growth of well-
organized, financially strong foreign competition a strong
improvement in law-enforcement and implementation of
government as well as local authorities regulations
occurred. The simultaneous development of both
processes led to gradual removal of open-air markets from
city and town centres.

Growing strength of foreign chains participating in the
Polish retail market has brought significant qualitative
changes. Existing large retail units from the pre-transition
era, such as downtown department stores, were far from
meeting the requirements of modern commerce. Increase in
income and standards of living along with the increasing
mobility of consumers have brought soaring expectations
towards retail facilities. Foreign chains ready to invest in post
communist markets where able to fill this gap.

IV. Subdivisions of the second stage
of retail transformation

Opening of the Polish economy in the transition period
has led to a clash of a local oligopoly completely unprepared
for competition, firstly with the above-mentioned dynamic
and spontaneous, self-organizing massive small-scale retail
and secondly with the power of large multinational
corporations, that benefited from market consolidation in
developed economies. The second stage, marked by foreign
investments, is actually a long and complex process that
often is divided into further phases. The first of those phases
took place in the first half of the 1990s. Under this phase
relatively small supermarkets, carrying mostly groceries,
would be located on the outskirts of major cities. The
following phases are commonly referred to as subsequent
generations of shopping centres.

The first generation appeared in mid 1990s. It
comprised hypermarkets with small service gallery,
mostly erected in locations distant from city centres due
to the need for large parking areas as well as large
superficies for a one-storey mall (e.g. M1 mall in Marki
or Tesco Bemowo in Warsaw). By the end of the 1990s a
new generation of shopping centres emerged. Second
generation malls were a scheme driven by a gallery and
hypermarket, such as Warsaw’s Reduta or Carrefour
Bemowo. Although often, as in the case of the first
generation, those investments where placed in locations
distant from city centres they where upgraded with special
bus services or agreements with public transport
authorities that would compensate for the communication
hardships that non-motorized clients faced. The third
generation of shopping centres that appeared at the
beginning of the twenty first century offered a wide range
of services and leisure activities. The complex would
include cinema, restaurants, fitness and a variety of other
services, often with a reduced grocery store (e.g. Ztote
Tarasy in Warsaw). Investors would place those shopping
centres in central districts of the cities and central
locations in populous neighbourhoods — that was a major
qualitative change from the previous two generations.

V. Retail concentration

As Central Statistical Office figures show after over
two decades of economic transition, in the year 2009 over
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99% of all retail entities belonged to the private sector.
Organizational changes initiated by foreign capital
resulted in the intensification of the concentration process
in Polish trade. This process can be observed both in the
vertical (supplier-dealer) and horizontal (cooperation at
the same level of distribution) levels [4].

The increasing scale of foreign investment in Polish retail
has halted and partially reversed the explosion of countless
small enterprises, so visible in the first stage of
transformation. The overall number of retail entities has
stabilized between 370 and 400 thousand, well below the
1998 maximum of 452 thousand (Fig.1). At the same time
the fall of large entities owning over 50 retail locations has
been reversed. The number of such enterprises dropped from
107 in 1991 to a record low of 23 in 1998. Over the next
decade the number consistently rose surpassing the 1991

high in 2007 and reaching 131 by the year 2009. The
number of shops with sale area exceeding 400m? has stayed
on a sable level below 2000 till the year 1995 when a new
dynamics entered this retail sector. In just 15 years the
number of such entities has grown 5-fold (Fig.3).
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Fig. 3. Number of retail units with a sales area
of over 400m? [5]

Forced by competition many small entrepreneurs entered
the process of market concentration by joining larger
networks through such actions as selling out or franchise. At
the same time first local Polish retail brands emerged (eg
Alma, Piotr i Pawel, Smyk, Empik, Reserved) successfully
competing with foreign firms. Intensive foreign investments
in shopping malls have been also accompanied by the
growth of local developers, such as Echo Investment, Rank
Progress, Czerwona Torebka.

VI. Social consequences

The scale of investments and the pace at which foreign
investors appeared in Polish retail terrified local small
business. In consequence at the turn of the century social
protests appeared.

Traditional aversion of right-wing politicians towards
economic activities on Sunday (considered incompatible
with Catholic morality) in combination with leftist efforts to
reduce the labour burden and nationalist slogans defending
“national small business” from foreign “unequal” competi-
tion has led to a series of restrictive legislative initiatives.
The most rigorous of which has materialized in the form of
the so-called WOH-act (WOH being the Polish abbreviation
for large-superficies retail facilities). This act has radically
restricted the possibility of building new retail facilities with

sales area of 400m? or more and made almost impossible any
investment with more than 2000m? of sales area. The act
lasted less than a year being passed in May 2007, coming
into force in September and being ruled unconstitutional by
the Constitutional Court in July 2008. Among acts that
remained in force the most significant is the opening
restrictions for retail on major state holidays.

Despite the above-mentioned political restrictions Polish
law has retained much of its previous liberal approach and
Poland is still viewed as an investor-friendly retail market.

VII. Conclusion

During the twenty-years-long transition that lead from
a centrally planned to a modern liberal market economy
Polish retail was modernized and has caught up with retail
in highly developed economies.

The initial explosion of small retail and open-air markets
acted as a substitute for shopping malls, already common at
the time in Western European countries, as well as a
surrogate of full time employment lost by many in the course
of the economic transition. In consequence a rapid change
occurred: from an oligopoly of state and cooperative-owned
companies into a fully competitive private sector.

The expansion of international chains has brought
better quality of customer service and has reversed the
former tendency of market dispersion.

Transformation in the retail branch in Poland can become
a source of valuable information concerning the benefits and
risks related to such changes. Observations relating to the
fact that small-scale spontaneous retail may help temper the
unemployment growth, especially among workers with
qualifications incompatible with current market expectations
as well as side effects of retail transformation, such as
deterioration of city centres after the early stages of foreign
capital expansion on the local market, are worth additional
attention. These side effects may persist even when the initial
impulses perish (investing mostly in locations remote form
downtown areas), that is why prevention is highly recom-
mended. Last, but not least, a study of social tensions resul-
ting from the clash of unprepared local small business with
large scale international corporations may occur advanta-
geous, especially when preventive measures are considered.

The Polish example also shows that the society prefers
gradual change to shock treatments. This fact is often
underestimated causing unnecessary social perturbations.
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