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ABSTRACT
This study deals with channel syste.m and the legal framework of marketing in Turkey. Our theoretical investigation provides evidence that monopoljstic power has been gainde by certain institutions in the distribution
channels which enabled them to utilize predatory and discriminatory pricing in their marketing activities. Procompetitive legislation and consumer
protection laws should be drafted to prevent these unfair practices. This
legal framework is necessary to develop better conditions ofa free market
economy in Turkey.
INTRODUCTION
The continuous change in technology and the continuous increase inthe development of new products make the task of marketing a little more
difficult everyday. As the task of marketing becomes harder it also becomes harder to protect the effectiveness of distribution channels. in order
tora channel system to be an effective competitive unit, it must first and
foremost function asa whole. Without effective coordination and coope-·
ration between producers and intermediaries however, it is impossible
tor the distribution channel to function this way. Environmental factors for
example, the supplier environment, competition and goverment legislations and acktions, may atso affect the characteirstics of distribution systems
in LDCs (Kaynak 1985). Etgar (1977) emphasized the relationships betwe- .
en the varionus environmental variables and the degree of control exercised by the channel leader over other members in a distributive channel.
Thus for exampte, changes and developments taking place in the
"environment" have led institutions to take a number of measures and has
forced them to become organized. in a channel system there are also enviromental and organizational factors fostering symbiotic relationships (Varadarajan and Rajaratnam, 1986). This mutual dependence of channel
members have turneci distribution channels into systems consisting of interdependent components, and it is unufications such as these in the distribution channels that constitute the structure ofa particular country's distribution system.
The sub.iect of our paper is concerned with the legal aspects of the
marketing environment in Turkey. The main objective of this study is to
evaluate the· legal framework of distribution system whiçh is a topic that
is hardly ever discussed or treated in LDCs.
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PRESENT STATUS OF DISTRIBUTION CHANNELS iN TURKEY AND
THE LEGAL FRAMAWORK: A THEORETICAL INVESTIGATION

Horizontal and Vertical Marketing Systems in Turkey
One of the basic objectives of the legal system is to preserve free competition by regulating the behavior of business firms (Bowersox, Cooper,
Lambert and Taylor, 1980). in fact legal environment ofa distribution system
in a developing country is a very broad subject to deal with.
When we examine the distribution systems in Turkey we see that conventional channels exist in some sectors, vertical and horizontal integration in others and combined system in still others. While it is difficult to arrive at a definite conclusion on the subject, the results of three emprical studies (Erem, 1987, 1983 and 1982) conducted on the structure of domestic .
commerce indicated what sorst of relationships exist in which sectors. Nevertheless, the space allotted to me here makes it imposible for me to go
into all the details of distribution and thus 1whish to emphasize few important points on the matter of channel intergration and its legal framework.
At this point one should note that several studies have been conducted .
on the subject of distribution in Turkey, but none of those researches have dealt with the legal aspects of the channels. Our research findings on ·
the food distribution and household appliances, on the other hand, reveacled significant and informal channel relationships which jeopordized the'.".
rights of other firms that competed within the framework ofa free enterprise system. These relationships within the channel system and the current
structure of distribution are iUustrated in figures 1, il and 111.
lntegration in a system of distribution channels may be explained as ,
a strategy to which one channel member has recourse in order to influence to some particular degree the management of the other members of
the channel or else as form of behavior in which several members come
to an agreement on the same purposes. The various links or stages of the
channel may be combined under the management ofa channel leader eit-·
her horizontally or vertically (Ferrell and Pride, 1982).
As illustrated in figures 1, il and 111 horizontal integration is a situation
-in which two or more channel members at the same level combine their
acctivities in any way what so ever. This practice however, encourages
monopoeistic practices in the production and distribution of that particular
product. Naturally the consequences of this may be unfair competition and
could be at variance with the consumer's interests. in fact, horizontal mergers should not be considered unless specific provisions are clearly staled. Otherwise what will take place is an increase in market power with
no concomitant improvement in marketinig (Savitt, 1973).
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Figure 1
Horizontal lntegration in a Convent.ional Marketing Channel
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Figure il .
Horizontal lntegration in a Conventional Marketing Channel
(Fresh Fruit and Vegetables)
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Figure 111
Horizontal lntegration in a Vertical Marketing System
(Combined lntegration)
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in Turkey domestic trade in the private sector is characterized by many
intermediaries, low turnover and high profit margings (OBA, 1983). According to our research findings more than 70% of the selling price of vegetables have gone to the channel members. These percentages are considerably lower in the U.S. and EC countries.
The above illustrations show us that in the food sector wholesalers
and brokers have significant and unique characteristics. These channel
members are horizontally combined to determine tha price and they make
informal agreements regarding the suply of products. in household appliance industry, however, manufacturers have the ultimate channel power
and they are vertically integrated with distributors and dealers at the retail
level (Kurtuluş, 1980). in contrast to agricultural products, manufacturers .
in this sector are horizontally integrated. These intormal combinations enable them the make binding agreements on price and supply of manufactured
items. in developing countries like Turkey thus appears to be a need for
a number of legal arrangements in distribution systems in order to prevent
such practices.
Generally, it has been argued that vertical integration or the .lack of
it, can have a significant impact on business pertormance (Buzzell, 1983).
As will be seen in all types of vertical integration such combinations are
generally aimed at prot~cting the interests of the intermediary. However,
this has not been the case in Turkey. in the Corporate Vertical Marketing
System tor example, a channel member may buy out another ata different level and tor this reason, such a practice leads to a price being determi ned at some desired level in the channel. This problem in Turkey becomes even more serious in situations where competition in a sector is already low. Similarly because it is the producer's irıterests that are basic. in
such situations the protection of the consumer becomes even more difficult. Thus, it could be asserted that integration of this type creates a climate of unfair competition. in short, in sectors whHre a seller's market prevails - that is, where there is no competition - virtually any type of integrati- _
on can prepare the ground for untair competiton.
Another observation is related to Administered Vertical Marketing
System (AVMS). AVMS has secured significant internal benefits to manutacturers. Ther.efore it has been a widely used channel system in Turkey
in the 1980's. Apparently Contractual Vertical Marketing System rarely
exists where interorganizational relationships are formalized through contracts or other legal agreements. Manufacturers in Turkey consider that they
are better off if they refrain from such forma! agreements which is illustrated by Franchise organizations in the U.S. and other developed countries.
Until the 1970's situation of vertical integration existed in most sectors in Turkey in which producers dominated the channels. in the 1980's
however, a new system was turned to in which the producer lost some control in the channels. We may interpret this change in some sectors as a
transition from a monopolistic vertical integration to a horizontal integration that was created by competitive conditions. lf at this point we put Tur-
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key to one side and take a look at the United States, Canada and at the
countries of the EC, we will see that integration existed in the distribution
channels of these countries as well. Nevertheless, because of the existence of intense competition at every level of the channels of distribution in
these economies, the fact of integration did not lead to a monopolistic dominating force. Furthermore, in countries like the United States where free
competition exists, it is not even possible to achieve horizontal integration. Anti-trust legislation prevents such agreements and combinations. in
Turkey however, where competition is not intensive as it is in the US and
furthermore where no anti-trust laws exist, it becomes possible for binding
agreements or price cartes to lead to unfair competition. ·
Legal Arrangements Concerning Distribution: The Prevention of Unfair Competition and Consumer Protection
lf the process of integration that we have just examined is necessary
lor the development of distribution systems in a country, this should be
accomplished solely by means of creating competition within the distribution channels. As is known, a competitive environment is lacking in lessdeveloped countries and this situation leads to monopolistic practices arid
to unfair competition which in turn harms the rights of consumers. The healthy development ofa country's economy and of its distribution channels
on the other hand, is dependent upon the creation of conditions of competitiori, and as we have seen in many industrialized countries this becomes
possible by means of legal arrangements.
One wonders whether any legal arrangements exist in Turkey with regard to distribution, and if they do, what the laws are. Lets examine them
briefly here.
lf one looks at the existing legislation in Turkey, one sees that mention is made, particularly in the Turkish Commercial Code, concerning the
subject of unfair competition but that there is little in the law that is concerned with distribution. Putting it another way, the subject of unfair competition does exist in the Turkish Commercial Code which deals with such matters as denigration, giving false information, misleading advertising, confusing resemblances, securing unfair benefits and so on. Nevertheless,
the law does not deal with the matter of distribution.
On the other hand, the Wholesale Food Markets Code (Statute Number 80), the Manicipalities Code (Statute Number 1580), and Statute Number 1705 Concerning the Prohibition of Adulteration in Trade and Concerning the Auditing and Protection of Exportation are the principal l~ws concerning distribution channels.
Statute Numher 80 for example stipulates that whofesale trade within
municipal limits must take ·place in wholesale food markets. Despite this
however, the volume of produce that actually enters these markets toda~ı
is only 30% of the total; 70% is sold in neighborhood markets and ever
by greengrocers. in addition, the law states that goods may enter a whole
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sale market only once; yet fresh fruits and vegatables (particular produce
from the region of Antalya) sometimes enter these markets both at the place
of production and comsumption. This practise increases distribution costs
and that should be the proof that the law is inadequate.
Another example of the inadequacy of legal arrangements concerning
distribution involves municipalities. For example, in the distribution of meat, the goods are supposed to be transported by the municipality. Yet because it is transported through private carriers, a carrying fee that is three ,
times too high is paid unnecessarily .. This situation stems from the manicipality's lack of sufficient means and equipment and that in turn shows us
that some laws are not applied because of physical deficiencies . .
The law concerning the prohibition of adulteration in trade on the other hand, authorizes the government to take measures far the classification of products, packaging, dealing, shipping, and storage in order to protect the best interests of domestic commerce and foreign trade and to pre. vent fraud in merchandise. in 1983, this statute raised fines by a factor
of ninety and it also includes such penalties as imprisonment up to three
years, exposure in loca! newspapers, and blacklisting by chambers of commerce. it is not clear however, to what degree this law is being applied.
As it is seen, there do exist laws in Turkey that are concer~ed with
distribution. Nevertheless, they are not of an anti-trust nature and thus they
are far from being able to prevent unfair competition; furthermore they are
not aimed at consumer protection.

Solutions to Current Problems
To regulate the marketing acktivities in Turkey anp to ensure the supply
· of goods and services to consumer at the most reasonable price, the following type of legal framework should be established at the shortest time.
The regulation and protection that the new legal environment will create should rest on three basic principles:
1- The individual strengths of the institutions in the distribution channels should be limited. Far this reason, channel members should be prqhibited from exercising the power they have in such a way as to damage
competition.
.
2- Cooperative relationships in distribution channels that would be detrimental to competition should be prohibited.
·
3- Means should be provided to resolve conflicts and disagreements
- that may arise in distribution channels.
As may be seen. the first aim of the first aim of the laws is to regulate
the behavior of firms and thus preserve free competition. The second aim
of this legal framework is to protect the consumer. While the laws and regulations concerned with consumer protection are not directly concerned
with channel relationships, they nevertheless have an effect on the domination ofa marketing channel and on confilicts and cooperation within the
channel systems.
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CONCLUSION
it is apparent from this sthis study that there is a need tor a legislation
to regulate the marketing activities in Turkey. The current legislation on
the other hand, is inadequate and tor the most part it goes unenforced . .
Moreover, there is no authority to oversee its implementation. Nevertheless, it would be a great mistake to suppose that U .S. Anti-trust legislation
could be applied without drasic changes to the distribution system in lurkey. in this context it should not be forgotten that care needs to be exercised so that the legislation drafted will not contain features that would lead to excessive intervention in domestic marketing. Excessive legal interference to prevent unfair competition might turn into restrictions on free
competition. it should be evident that it is not merely sufficient to pass the
laws. The conditions of free competition should be developed by the state. This can be accompilished by new policy measures and by undertaking certain investments. A legal framework compatible with Turkey's economic and social structure is essential to achieve conditions of competition and to make the free market economy viable.
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