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GLOSSARY OF TERMS AND DEFINITIONS

Baltic States — countries in the Baltic Sea region (Latvia, Lithuania and Estonia)
BAT — business action theory

BPM — Business Process Management

CM - Category Management

CSB - Central Statistical Bureau

ECR - effective consumer response

FMCG - Fast moving consumer goods, like meal, cosmetics, detergents etc.
GDP - Gross Domestic Product

GMYD - Total quality management

LAP- language action perspective

Retail- Sector of the economy, dealing with the sale of goods and services to
consumers to satisfy their personal needs

SCM — Supply chain management

SQU - Stock Keeping Unit

TQM - Total quality management

Wholesale - sector of the economy, dealing with sales of big quantity of goods.

Wholesaler’s buyer usually is a retailer.



INTRODUCTION

Topicality of the doctoral thesis

The ability of entrepreneurs to manage their own business professionally not only is
crucial for the internal entirety of the enterprise, but also serves as a critical success factor in
the process of competition on the market. Owners and managers of a competitive enterprise
should assess the causes and factors of market demand proficiently in order to provide
customers with products and services of consistent quality. For trade enterprises the success
of market operations is determined by market share, as well as the ability of executives to
ensure the sustainability in the long term.

Experiences from the recent years show that Latvian entrepreneurs mostly think about
the sales and profits of today. Company management often evaluate its competitiveness in
short term and frequently is not ready to create strategy that strengthens competitiveness,
provides the necessary impact on the market share of the enterprise, and ensures the
development of the enterprise in the future. Today the Latvian enterprises must operate in
rapidly increased competition environment under the united market conditions of the
European Union. Thus, the Latvian companies can no longer exist with development
strategies of short term and should strengthen their competitiveness in order to survive in the
changed circumstances.

Support to and improvement of the competitiveness of Latvian enterprises is a
necessary condition to ensure the increase of economic activities and integration of the
Latvian enterprises in the Baltic Sea region, Europe, and world.

The thorough analysis of works and scientific publications on the researches carried out
in industrially developed countries, as well as the examination of scientific researches of the
Latvian scientists provided different theoretical perspectives and overviews about the
necessity to strengthen the position of a company in the market and increase the existing
market share by offering various strategies that lead to the growth of the market share.
However, the reviewed literature does not provide any particular proposal how to arrange the
management processes in a trade enterprise in order to reach the desired market share. As a
result several unsolved research questions were defined:
> Enterprise executive has access to a number of practical approaches to define the
position of the company in the competitive market and to identify the desired strategic
direction. It is described in the literature on the market conquest experience of USA, Japan,
and other industrialised countries. Starting with the creation of Porter’s concept, scientists

actively analyse the competitive advantage. However, the executive as a result does not have
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a comprehensive proposal on how to properly apply these advantages to the company in order
to strengthen the market position.
> The majority of scientific literature provides examples of multinational corporations
who have conguered the leader position in the global market by use of huge investments, as
well as state support. The market of Latvia consists mostly of small and medium-sized
enterprises whose managers have the pipe dream about becoming a global corporation. These
dreams are too far from their current business situation to be used as a business manual.
> Enterprise executive has a guide of how to develop the strategy of company to occupy
the place in the market, however there is a lack of information about how to use the resources
and capabilities of enterprise properly to achieve the desired place in the contemporary market
conditions of increasing competition.
The research object and subject

The object of the research is — wholesale and retail trade enterprises in Latvia.

The subject of the research is— the use of category management approach in the
process of interaction among trade enterprises.

The objective and tasks

The objective of the Doctoral Thesis is to conduct a research on the forms and
instruments of using category management in the process of coordinating the activities of
wholesale and retail trade enterprises aimed at strengthening the market position. In order to
achieve the objective, the following tasks were carried out within the research:

» the basic conceptual principles of the management of modern trade
enterprises were investigated;

» the peculiarities of enterprise interaction process and management principles
were analysed;

» the classic and innovative management tools were explored by the author
and the peculiarities of using category management as a tool in the process
of interaction of wholesale and retail trade enterprises were investigated,

» the peculiarities of grocery industry operations in the Baltic States were
analysed and the position of wholesale and retail trade enterprises on this
market was defined;

» The applicable enterprise management technique was created that assists the
management of wholesale and retail trade enterprise in the process of
improving interaction among the enterprises and to increase the market share

and profit of the enterprise by using the provided model.
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Research limitations

The author is especially interested in the wholesale and retail trade enterprises of Latvia.
The basic attention in the research process is focused on the analyses of enterprises engaged
in sales of fast moving consumer goods (FMCG).

Hypothesis

Implementation of goods category management tool in the interaction process among
trade enterprises can help the wholesale and retail trade enterprises improve the interaction
process and ensure the performance enhancement. The use of goods category management
should be complemented with the implementation of Total Quality Management (TQM)
system in the enterprise.

Thesis to defend

1. The structure of the Latvian market development faces two opposite trends — on the one
hand decrease in the number of wholesale companies operating on the market can be
observed, on the other hand increase in the wholesale turnover distributed among those
wholesalers who still are operate on the market can be monitored.

2. According to specified trends, already in the nearest future the wholesale market in Latvia
will become of oligopolistic nature with several companies operating in these conditions.

3. The oligopolistic nature of the wholesale market will lead to inevitable control of retail
trade enterprises by the wholesalers who will dictate the rules and conditions of the
cooperation. Especially, small retail trade enterprises will fall under this control.

4. Category management will provide the shift from the traditional model of co-operation of
wholesale and retail trade enterprises based on the structure: manager—sales department—
order department—warehouse—store shelve to the more efficient process of iteration and
implementation of procurement and sales decisions among sales manager (category
manager) of wholesaler and category manager of retailer.

5. The ability of small retail enterprises in Latvia to strengthen and even expand their market
position will be determined by the competence of owners and executives in effective
implementation of the basic principles of quality management.

Research period

The research objective fell in the area of interest of the author several years before the
doctoral studies. The main literature review was started in the late autumn 2008. The
collection of empirical data was started in 2009. The survey took place between the autumn

2010 and spring 2011, and was followed by data analyses in 2011 and 2012.
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Methodology and theoretical basis of the research

The methodology of research includes the analysis of management theory literature, as
well as modelling, processing, and analysing of statistical data. In order to formulate the
hypothesis and identify the basic problems of the research object, qualitative research
techniques were used — interviews with executives of trade enterprises by dividing them into
two groups —the enterprise executives of wholesale enterprises (in some cases also
manufacturers) and enterprise executives of retail trade enterprises. In addition interviews
with the staff of the non-profit enterprise ECR Baltic and with the president of the Latvian
Chamber of Traders were used in order to get more comprehensive information about the
research object.

For testing the hypothesis, a quantitative technique — questionnaire — was used.
During the first stage, the employees of wholesale enterprises with the annual turnover not
exceeding EUR 5 mIn were invited to take part in a survey. The employees of wholesale
companies with the annual turnover over EUR 5 min and managers of retail trade companies
were invited to take part in a survey during the second and final stage.

During the data processing stage, the basic statistics methodology was used —
component analysis, estimate of arithmetic average comparisons, modelling, etc. Induction
and deduction, as well as grouping and comparison techniques were used and presented in
graphs and data comparison tables. For the analyses of results, Microsoft Excel and SPSS
programs were used. For the creation of graphics, basic programs of Microsoft Office were
employed.

The structure of doctoral thesis

The Doctoral Thesis consists of three chapters which are divided into subchapters. The
volume of the Doctoral Thesis forms 163 pages, excluding appendices. There are 6 tables,
78 figures, and 14 appendices included. In total 232 literature sources have been used.

The first chapter presents theoretical overview of classic and modern management tools
provided by researches in the available scientific literature. The second chapter presents
thorough analysis of the industry and market, and practices of implementing management
tools in real business conditions. The chapter defines the problems that are typical for trade
enterprises and presents also the solutions proposed by the author.

The survey conducted by the author and the analyses of the results are presented in the
third chapter. In the result of combining the investigated results with the interpretation of the
gathered information, the practical implementation of the model has been presented in the
third chapter. The conclusion of the Doctoral Thesis presents the basic themes highlighted

12



within the whole discussion about the research object, provides the recommendation for the

effective implementation of the model, and discusses the possibilities for further research

possibilities.

Novelty

The results presented in the Doctoral Thesis complement the existing scientific
literature with the following features:

1. Original management tool for the process of interaction among trade enterprises has been
developed by the author. The scientific evidence of category management tool as an
effective management tool in trade industry is presented in this Doctoral Thesis.

2. The analyses of peculiarities of the functioning of wholesale and retail grocery trade in the
Baltic region have been carried out for the first time. The activities of the Latvian trade
enterprises operating in wholesale and retail trade sectors were investigated in detail and
further trends in the development of the trade industry were defined.

3. The management of trade enterprises in Latvia was studied and the existing processes of
interaction among wholesale and retail trade enterprises were analysed. The problems and
weaknesses of the practical implementation of the current category management approach
in the process of interaction among trade enterprises have been identified by the author.

4. The approach for the coordination of business process and interaction among the managers
of trade enterprises has been developed allowing the increase in the market share of the
supplier as well as the profit of both supplier and retailer within the definite category of
goods.

5. The process of interaction among trade enterprises that can enhance the market
competitiveness of supplier of goods has been proposed by the author to the management
of wholesale enterprises.

The practical value of this research is determined by the practical implementation of the
described approach in the real process of interaction among wholesale and retail trade
companies in Latvia. During the project realisation stage, the profit of a retailer within the
specific category of goods increased by 15%, while the wholesaler raised the market share in
the target category from 11% to 17%.

Approbation

In the context of the topic and study results of the Doctoral Thesis, the author has also
published the following research papers in generally recognised publications:

1. “Category management as an important management tool for rural trade enterprises’

h . . . . .
performance enhancement”. 13" International Scientific Conference “Economic science
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for rural development 2012 conference proceedings, (ISSN 1691-3078). p. 67—72, Latvia
University of Agriculture, Faculty of Economics. Jelgava, Latvia. Indexed by ISI Web of
Knowledge, AGRIS, CAB Abstracts, and EBSCO host Academic Search Complete
databases. ISBN 978-9934-8304-1-9. ISSN 1691-3078. Electronically available at:
http://www.ef.llu.lv/images/stories/faili_konferences/28 rural_business_and_finance.pdf

. “Peculiarities of Small Trade Enterprises in Latvia and Solutions for Performance
Enhancement”. 2012 International Conference on Management and Education
Innovation — ICMEI 2012 conference proceedings. p. 26—30, Kuala Lumpur, Malaysia.
Published at 2012 International Conference on Management and Education Innovation
IPEDR vol. 37 (2012) IACSIT Press, Singapore (ISSN: 2010-4626). Indexed by EBSCO,
WorldCat, Google Scholar, CNKI. Electronically available at:
http://www.ipedr.com/vol37/006-ICMEI2012-E00015.pdf

. “Coordination & Interaction of Trade Enterprises in the Process of Category
Management”. 2012 2" International Conference on Economics, Trade and
Development — ICETD 2012 conference proceedings p. 28-32, Bangkok, Thailand.
Published in 2012 2" International Conference on Economics, Trade and Development
IPEDR vol. 36 (2012) IACSIT Press (ISSN: 2010-4626 ISBN 978-967-5771-43-9).
Indexed by EBSCO, WorldCat, Google Scholar. Electronically available at:
http://www.ipedr.com/vol36/006-ICETD2012-D00020.pdf

. “Peculiarities of trade enterprise management by use of quality management approach”.
European Integration and Baltic Sea Region: Diversity and Perspectives conference
proceedings, p.544-553, published in 2011. Riga, Latvia. ISBN 978-9984-45-398-9.
Electronically available at:
http://www.lu.lv/fileadmin/user_upload/lu_portal/apgads/PDF/Book_konference EIBSRS
_internetam.pdf

. “The impact of quality management on trade enterprise management processes”. LU
Raksti Nr. 758, Ekonomika. Vadibas zinatne, p. 449-458, published in 2010 (ISBN 978-
9984-45-289-0, ISSN 1407-2157). Riga, Latvia. Electronically available at:
http://www.lu.lv/fileadmin/user_upload/lu_portal/apgads/PDF/LUR-758 Ekonomika-
Vadiba.pdf

. “The choice of management tool to enhance competitiveness of trade enterprise”. Business
and Management 2010, selected papers, Volume 1, ISSN 2029-4441, p.407-413,
published in 2010. Vilnius, Lithuania. Indexed by Thomson Reuters. Electronically

available at:
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http://leidykla.vgtu.lt/conferences/BUS_AND_MANA _2010/International_Economy/407-
413 Kulikova.pdf

7. “The use of category management, as mean for increasing business controllability in the
wholesale organisation”. Management Theory and Practice: Synergy in Organisations,
2009, Proceedings, ISBN 978-9985-4-0572-7, 15. p.-published in 2009. Tartu, Estonia.

8. “Precu kategoriju vadiba ka vairumtirdzniecibas uznémuma parvaldiSanas instruments”.
LU Raksti Nr. 743, Ekonomika. Vadibas zinatne, , p. 344—352, published in 2009 (ISBN-
978-9984-45-153-4),. Riga, Latvia. Electronically available at:
ttp://mwwe.lu.lv/fileadmin/user_upload/lu_portal/apgads/PDF/LUR-743_Ekon-vad-
zinatne.pdf

The results of the research have been introduced to a wide range of persons within the
following international scientific conferences:

1. “Category management as an important management tool for rural trade enterprises’
performance enhancement”. 13" International Scientific Conference “Economic science
for rural development 20127, Latvia University of Agriculture, Faculty of Economics.
April 26-27, 2012, Jelgava, Latvia.

2. “Coordination & Interaction of Trade Enterprises in the Process of Category
Management”. 2012 2" International Conference on Economics, Trade and
Development — ICETD 2012. April 7-8, 2012, Bangkok, Thailand.

3. “Management tools for trade enterprise: basic features and development possibilities”. The
report was accepted for reward of the best report and presentation in the session.
International Conference for Doctoral Students “Current Issues in Economic and
Management Sciences”, University of Latvia. November 10-12, 2011, Riga. Latvia.

4. “Peculiarities of trade enterprise management by use of quality management approach”.
International Conference, European Integration and Baltic Sea Region: Diversity and
Perspectives, University of Latvia. September 26—-27, 2011, Riga. Latvia

5. “The impact of quality management on trade enterprise management processes”. The 6"
International Scientific Conference, Business and Management, section “International
Economy: Problems of Innovation and Marketing Management. May, 2010, Vilnius,
Lithuania.

6. “The use of category management as mean for increasing business controllability in the
wholesale organization”. The IV international conference “Management Theory and
Practice: Synergy in Organisations”, Dorpat Conference Centre, Turu, 2. Section “Service

sector performance”. April, 2009, Tartu, Estonia.
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The results of the research have been introduced to a wide range of persons within the

following scientific conferences of the University of Latvia:

1. “TQM use in trade enterprise”. The 68" scientific conference of the University of Latvia,
section “Possibilities for Latvian Entrepreneurship in the united ES market.” February,
2010, Riga. Latvia.

2. “Main directions of management quality improvements for wholesale enterprises”. The
67" scientific conference of the University of Latvia, section “Enterprise management
actualities.” February, 2009, Riga, Latvia.
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1 THEORETICAL BACKGROUND FOR TRADE ENTERPRISE
INTERACTION PROCESS

1.1 Goods category management as a management tool for trade enterprises

During the last three decades management tools became the basic part of the manager’s
day to day life. The current environment of globalization and economic turbulence requires
from executives knowledge and thorough choice of management tools for their business. The
usage of classic strategic planning and well known popular management principles are not
enough in today’s changing world. Modern researches provide business with new
management tools.

One of the most popular management tools beside trade enterprises is Category
Management Approach. The approach was launched in early 90th in United States.
Continuous and interactive character of Category Management defines the strategy as an
“ongoing, dynamic, interactive process whereby all trading partners jointly micro-analyze
product categories to identify opportunities to service consumers better, while improving
category and trading partner profitability (Vitek, 1998, p. 44).

Most of material about category management process is presented in scientific literature
published by researches in United States of America. James W. Hamister discusses the supply
chain under category management in his dissertation about the impact of category
management practices on performance of FMCG Supply chains. According to Hamister the
supply chain under category management adds several sources of complexity. Category plans
are centrally developed for the retailer chain, but modified to meet the particular needs of
individual outlets. The existence of multiple levels at each retail outlet (category SBU for the
chain, particular store requirements) suggests that there are complex interactions inherent in
CM. The number and difference of particular outlets may be considered as a “vertical”
dimension from a supply chain perspective, while the relationships from consumer to category
to suppliers represent the horizontal dimensions of supply chain management (Hamister,
2007, p.28).

The usage of category management approach within the company’s strategy allows
wholesale company to systemize sales processes and influence the sale of the product to the
company’s customer — retailer, so ensure the reach of the main goal — increase in turnover and
income. Category Management is a retailer/supplier process of managing categories as
strategic business units, producing enhanced business results by focusing on delivering

consumer value. By category mean a distinct, manageable group of products/services that
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consumers perceive to be interrelated and/or substitutable in meeting a consumer need (ECR
Board, 1995). Trade enterprise managers define the category management as a process that
involves managing product categories as business units and customising them on a store by
store basis to satisfy customer needs. The goal of category management is to maximize
customer satisfaction and increase the effectiveness of supplier — buyer collaboration. The
crucial step in the development of category management theory was to put the marketing
focus to the consumer- centric management apart of the product — centric management. So in
order to complete the definition we can say, that category management is a formalised process
where manufacturers, wholesalers and retailers work jointly, managing product categories as a
strategic business units, producing enhanced business results by focusing on understanding
and meeting consumer needs.

The goal of category management is to optimise assortments, promotions and product
introductions, as well as consumer value creation. Category management is said to improve
revenue creation, but it also aims to reduce costs. An example of a successful implementation
is a Colgate-Palmolive project, where SKU count was reduced by 25%, the retailers’ market
share rose by 11% and margins went up by 9% (Mitchell, 1998, p.128).

Category management brings tools and guidelines for promotion, new product
introduction and assortment forming. The management of these issues is becoming more and
more important, since the SKU count in grocery products is growing all the time, product life
cycles are shortening and, furthermore, the change rate is accelerating. The major challenge is
to operationalize the ECR guidelines, which often seems to remain at the marketing or
conceptual level. Kapia presents in his work that category management often work forms a
basis for the vendor managed category management concept. Category management clarifies
the roles of categories in the retail store and therefore offers tools for identifying the core
functions to be managed internally and also non-core categories, the management of which
can be bought outside (Kaipia & Tanskanen, 2003. p.167).

The relevance of implementing category management rests on the fact that it enables
grocers to focus on the consumer; to use available information in order to make better, fact-
based decisions; to defend themselves from competitors; and to create a relationship between
grocers and suppliers that facilitates both a strategic and a tactical alignment between the
parties (Blattberg, 1995, p.123).

A high interest in category management on the side of retailers has been signalled in the
specialized trade press and industry reports—a survey indicated that 83 percent of grocery

retailers consider category management to be the most important issue facing them and
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another study highlighted that category management initiatives were the most important
reason why retailers were improving their information technology systems (Basuroy,
Mantrala, & Walters, 2001, p. 19).

Suppliers play an important role in implementing category management in the grocery
retail industry mainly because they are the key providers of information necessary to establish
a category plan, having to share with retailers the results of their market research efforts and
providing them with analytical and human resources (Johanson, 1998, p.41).

Suppliers willing to take on the role of category leaders in category management
initiatives should be ready to align their organizations and business processes according to
categories—and not to brands. This is a crucial point in the initiative (Gruen & Shah, 2000.
p.492), and suppliers should be focusing on the profitability of categories as a whole and not
on the individual performance of their products in a category (Dussart, 1998, p.57).

Table 1-1 presents the summarized point of views of the analysed the researches works
about implementation of Category management approach.

Table 1-1: Summarized researcher's opinions about Category management approach.

Mitchell A. (Mitchell, 1998) CM - is tool for assortment optimization

Kaipia, R.& Tanskanen, K. (Kaipia & CM clarifies the roles of categories in the

Tanskanen, 2003) retail store; a tool for identifying the core
functions to be managed

Blattberg, R.C. (Blattberg, 1995) CM enables grocers to focus on the consumer

Basuroy, S.; Mantrala, M.K.; Walters, CM initiatives retailers to improve their

R.G. (Basuroy, S. at all. 2001) information technology systems

Johanson, M. & Pinnington, D. (Johanson, Suppliers are key providers of information in

1998) implementing CM and to establish a category
plan

Gruen, T.W.& Shah, R.H. (Gruen & Shah, Suppliers should be ready to align their

2000) organizations and  business  processes
according to categories—and not to brands

Dussart, C. (Dussart, 1998) Suppliers should be focusing on the
profitability of categories as a whole

Fel, E. (Fel, 2008) Enterprises should focus on core

ECR practices, especially on collaborative
practices as the base for Category
Management and Supply Chain Management.
Neil A. Morgan (Morgan, Kaleja, & Focal supplier opportunism
Gooner, 2007) decreases retailer category performance and
increases militant behaviours among non-
focal suppliers in the category supply chain.
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Michael S. Pepe (Pepe,
Abratt, & Dion, 2012)

2008), (Pepe,

Matthew J. Drake (Drake, 2006)

James W. Hamister (Hamister, 2007)

Richard A. Gooner (Gooner, A. Richard,
& William, 2011)

Mumin Kurtulus & L. Beril
(Kurtulus & Toktai, 2011)

Toktay

Source: author prepared table.

Category management seeks to enhance the
overall performance of product categories as
measured by such metrics as sales, units,
market share and profitability. Private-label
products can help in the overall enhancement
of product category

performance.

Vendors are in charge of the stocking and
assortment decisions for

a given amount of shelf space at a vendor
when the retailer retains control over the re-
tail price implementing category management
Some of the expected benefits of Category
Management are improved responsiveness to
consumer needs, better performing mix of

products at the SKU level, improved
merchandizing effectiveness through
combined  retailer and  manufacturer
knowledge, and achieving a more

entrepreneurial approach by organizing
categories as strategic business units.
Category management (CM) is challenging
for retailers that sell thousands of products
across hundreds of

categories and often lack the resources and
capabilities to manage all of them intensively.
Consider two  category  management
mechanisms: retailer category management
(RCM), where the retailer determines

product prices and category captainship (CC),
where a manufacturer in the category
determines them.

The category management approach was based on marketing platform aiming to help

retailers and manufactures reach the customer. The process observes and investigates

customer needs and as a result brings a satisfied loyal customer. The approach started with the

creation 8 strategic step process. However later on retailer modified the classical process

changing the number and order of steps according to company’s needs as well as experience

and competence in category management. Today you can find the companies that within the

category management approach use 6 steps or sometimes even 4 step models. Usually every

company start to use the classical 8 step model and later adapt the model according to

company’s internal environment requirements , cut out the steps that are not so essential to

take often and change the step sequence in line with company’s strategy, rules and culture.
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Starting from the very basics of marketing strategy, researches were discussing about
the necessity to satisfy customer needs. Still a number of years passed while within the
strategic marketing planning the significant consumer role were acknowledged in business.
The “General Electric” corporation (USA) is thought to be the first company that clearly
formulated its marketing strategy. At the same time “General Electric” opponents call the
company as “company that moved its face to the president, while showed the back to the
consumer” (O'Shaughnessy, 2002, p.32).

Together with global marketing development more and more attention is put on
consumer behaviour. There was developed the new sciences like hermeneutic and ethology
that started to examine the consumer behaviour. Even today the consumer is viewed as one of
elements not the key element in marketing strategy planning process. Only in case when
supplier and buyer are pursuing the customer needs and aiming to reach customer satisfaction
business negotiation process will result in product category growth.

Supermarket retailers were the first who started to use the Category Management
approach in USA in the beginning of 1990th. Very rapidly the retail companies like book
shops, housekeeping appliances and consumer electronic retailer started to use category
management theory.

Using category management strategic approach and assortment planning principles
based on Efficient Consumer Response the wholesale organisations has an opportunity to
strengthen the market position and obviously show the retailers it advantage.

The most successful companies today are those with a strong strategy. The category
management begins with the strategy (Karolefski & Heller, 2006). The wholesaler first of all
should:

e Define the company’s strategy;
e Examine the client — partner-retailer strategy

The knowledge of retailer’s strategy allows the wholesaler to create a product supply
that completely match the client demand and defence the wholesaler from possible mistakes
that could lead to unprofitable deal. At the same time it is highly important for the wholesaler
to inform the retailer about the own chosen strategy. It is more likely that the retailer will
include those supplier products in the strategic category development plans, whose strategy
and positioning is clear for the retailer representative. As well it is essential for the wholesaler
to know the producer strategy as well, and communicate it to the retailer and customer.

Now we can define the functions of Category management in the process of

administration of trade enterprise as follows:

21



Category management approach creates a practical collaboration, which result that
wholesaler and retailer has a common goal — customer satisfaction that lead to the increase
in income and turnover due to higher sales volume. Category management process helps to
create a competitive advantage, improve the inventory turnover and plan the purchasing and
sales volume of the products.

Category management process was initiated by retailers starting from its creation in the
United States and in the biggest Europe countries. Only in the XXI century some of producers
started to initiate category management implementation. One of the first manufactures who
started to practice category management principles was Procter & Gamble company (Walton,
2003, p. 34).

Since the category management is a collaboration process each of the category
management process team members differently look on importance and meaning of each step.
The classical category management process’s steps are shown on Figure 1-1: Category

management process Figure 1-1 (Karolefski & Heller, 2006, p.64).

Category
definition

Category
role

Category
assessment

Category
review

Category
scorecard

Category
strategies

Category tactics

l

Category
implementation

Figure 1-1: Category management process

Source: Karolefski & Heller, Concumer Centric Category Management, 2006, p.6)

The definition of goods categories is essential to the implementation and monitoring
process for every wholesale firm adopting category management. Essentially, goods
categories should be defined by customers. The category definition determines the products
that constitute a category, sub-category and major segmentation. In common management

process the role of category definition is usually assigned to the retailer within the category
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management team member. At this step, the retailer assigns products to the various categories
based on factors such as consumer usage and packaging. The category definition should
include all products that are either highly substitutable or closely replaced.

However the wholesaler participation is a must to successful result. The wholesaler
should prepare and combine the maximum information about its products, about product
peculiarities, its usage and positioning within the global market, obtaining in its turn the
information from the producer. Gathering and adopting the precise information about the
product the wholesaler could highly influence the category definition process done by the
retailer. As a first step this process is very important in category management approach, since
the wrong Category Definition may lead to mistaken strategic decisions, resulting in a loss of
income.

This Category Role step assigns the category role based on a cross-category analysis
that considers the consumer, retailer, wholesaler and marketplace. Designing a category role
gives the wholesaler a possibility to allocate resources among various categories.
Traditionally, four category roles have been resented:

I.  Destination: The primary category provider that helps to define a retailer as a store of
choice by delivering superior target consumer value. It means that offering the
products within such a category for the retailer the wholesaler can take the leading role
within the other competitors and reach high sales volumes; however the competition in
this segment is very hard.

Il.  Routine: Helps the retailer provide the consumer purchases as a matter of routine.
Shampoo, soap, toothpaste are such kind of product categories. Such categories help
to develop the retailer as a store of choice by delivering consistent, competitive target
consumer value. Distribution of such kind of categories allows wholesaler work with
higher margins, comparing to Destination categories, however requires higher
investment in category promotion.

I1l.  Seasonal/Occasional: Theses are product categories customer purchases infrequently
or seasonally. Seasonal fruits and similar food items are part of this group. Some of
the seasonal categories may become part of the destination category group on that
season for the retailer.

IV.  Convenience: These are the categories that the consumer finds convenient to pick up
at a neighbourhood retailer rather than go to a distant retailer offering better value. The
other option is when consumer purchases the category goods additionally to the main

purchases. Stationery products and certain commodity items form part of this group.
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The category helps to reinforce the retailer as the full service store of choice by
delivering good target consumer value. The wholesaler can operate with high margins
and should invest in promotion and merchandising.

In order to choose the appropriate role of the category use different analytical
instruments:

e Purchasing basket analysis

e Purchase frequency data analysis

e Family data analysis (usually get through the customer questionnaires)
e Point of sale data

e (Occasion Analyses

e Market data

e Financial analyses

In order to receive all the necessary data cooperation of retailer and wholesaler is
necessary. While retailer is gathering the information about customers, wholesaler has a
possibility to gather market data about the category. The assignment of roles to categories is
supposed to be one of the most important benefits to be achieved by the wholesaler from
category management (Singh, 1997, p.67).

Category assessment step involves gathering and analysing historical data and relevant
information and then developing insights for managing the category. At his stage, a detailed
assessment of the sales and income is done on the basis of an analysis of categories’
components including elements such as subcategories, brands and SKUs (Stock keeping
Units). In order to maintain the assessment use same analytical instruments as for the
definition of category role. Wholesaler need to stimulate retailer carry on these analyses as
well as during the collaboration process analyse the data together with retailer. Category
assessment is done to find opportunities for improvement from four perspectives: consumer,
supplier, distributor and market. Acquired information helps the wholesaler define its
importance for the retailer in comparison to competitors and allows strategically promote
product categories at the retailers point of sales.

Category Scorecard step involves establishment of performance measures to evaluate
program execution. At this stage, baselines and targets are established. The category role
matrix is used here along with other parameters such as Gross Margin Return on Investment,
return on inventory goals, service levels and so forth.

Development of marketing strategies for the category is a fifth step in category

management process. Category marketing strategies can be classified into demand-chain and
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supply-chain categories. The strategies regarding cash generation, traffic building, profit,
transaction, image, and excitement creation come under the demand-chain strategies. The
strategies regarding merchandising flow and transaction costs come under the supply chain
categories. Wholesaler should choose a marketing strategy for the product category together
with retailer. Choosing the strategy it is very important to reach customer satisfaction as a
result. So for the wholesaler, choosing strategy, it is essential to satisfy customer needs, not
the buyer — retailer needs.

The assignment of strategies to various components (subcategories, segments, brands,)
provides the guidelines for which tactics (ranging, pricing, promotions, and shelf
presentation) are employed. The tactics of the retailer have direct implications on
development, introduction, pricing and positioning of the wholesaler’s product portfolio.

Selecting strategies for the different categories and their subcategories is supposed to be
one of the most important steps within the category management process for the wholesaler
(Woswinkel, 2001). The wholesaler needs to adopt his marketing, in-store service and product
supply strategies to fit different category roles and retail formats. When the strategy is chosen
it becomes necessary to create effective strategy communication that is completed during the
tactics step.

This step involves decision on specific activities that will achieve chosen category
strategy. Determined optimal category pricing, promotion, assortment, and shelf management
should be planed aiming to achieve the goals established during the scorecard process. The
wholesaler who could become an initiator of tactics has a great potential to influence the sales
growth of product category. Wholesaler should propose pricing policy, promotion tactics and
product placement at the retailer point of sales. As a result in some cases wholesaler’s
representative can become the only one person, who is responsible for category placement at
the retailer’s shelves. Wholesaler participation in tactics process allows retailer’s inventory
management monitoring. The wholesaler is able to have information not only about the
volumes the retailer is obtained but also how fast the retailer is able to sell these goods. Such
information allows retailer and wholesaler take prompt decisions about promotions, sales and
other activities. In such situation the goal of wholesaler becomes not to increase the sales
volume to buyer — retailer, but to increase sales volume to retailer’s customer — end - user that
will result in higher sales volumes for the retailer and as a result the wholesaler also will
benefit.

Within the category plan implementation stage the action happens by virtue of

performance. The implementation plan includes what specific tasks need to be done, when

25



each task should be completed, and who is to accomplish each task. The implementation of
the category plan is perhaps the most vital linkage in the entire chain. The wholesaler and
retailer together with other category management team members agree on actions, budgets
and divide the plan implementation responsibilities.

The last activity involves the regular management of the intended results of the overall
plan. Wholesaler may undertake review ether separately or together with retailer. Reviews
should be scheduled at established intervals in the implementation plan. During the category
review process retailer may take a decision to exclude the category from the retailer’s
assortment ether to continue work with it, such strategic decision can extremely influence the
wholesaler’s business development.

Nevertheless most of discussions about the category impact on trade enterprise interaction
processes are discussed by researches in USA as on a birthplace of the approach. Some active
discussions moved also to European territory. Some researches started to search if the supplier
opportunism is dependent on the usage of category management tool.

UK researcher, Richard Hutchins discussed the question: why might category
management be of interest to academic researchers? (Hutchins, 1997, p.179) Category
management techniques were developed largely in the USA, where, in 1994, category
management was fully operational in around 20% of major retailers, with a further 62% in the
development stage (McLaughlin & Hawkes, 1994). In the UK, it is likely that uptake would
mirror that in the USA. However, accurate estimates are difficult to come by (most large food
manufacturers and retailers claim they have either adopted or are in the process of adopting
category management, but there is evidence to suggest that their understanding of it may vary
considerably (Whitworth, 1996, p. 157).

James W. Hamister in his work about category management practices compares Europe
and USA differences. He point out that when he visited retail outlets, he was amazed by the
huge assortment of products available at reasonable prices, all offered in attractive
atmosphere. He had the good fortune to visit Eastern Europe prior to 1989, before the Berlin
wall was pulled down and Eastern Europe became much more open to western influences.
Visiting retail outlets at this earlier time was shocking. Shelves were essentially bare, and
what product was available was usually of inferior quality. Prices were generally very low,
but his acquaintances that lived there had little money for even these poor products. The
contrast in consumer welfare between east and west was stark. Since that time he had
maintained an interest in how Americans achieve such high levels of performance in the retail

sector, and how they can go about enhancing this performance (Hamister, 2007, p. 5).
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The research of Morgan illuminates the supply chain management situation where a
buyer’s relationship with a focal supplier allows that supplier to directly influence the buyer’s
relationships with competing suppliers who continue to supply products to the buyer. The
researchers found that in such situations, opportunistic behaviour by a focal supplier provokes
responses from other suppliers as well as having a direct negative impact on the retailer’s
performance. Since similar buyer—supplier dynamics occur in many other retail sectors, as
well as in other industries such as electronics and automotive, these findings offer important
new insights into supply chain management in the theoretically important and empirically
largely ignored context of networks of suppliers that simultaneously sell competing products
to a single buyer (Morgan, Kaleja, & Gooner, 2007, p. 512-527).

According to Hamister Category Management has led to substantial operational
improvements in some cases, yet overall the promises have yet to be realized. The literature
on a topic has identified several potential barriers to fully implementing category
management; yet two areas remain unexplored in the literature. First, it seems clear for
Hamister that category management and supply chain management are related areas, but how
exactly these two issues are related remains unexplored empirically. This research puts
forward the proposition that the two methodologies are self-reinforcing, and that successful
programs should be coupled in practice. Second, technologies have been identified as a barrier
to further exploiting and automating the category management process. Hamister proposed to
address these issues in his research, by examining which technologies have been effective in
practice, and which technologies come up short of expectations (Hamister, 2007, p. 36).

Hamister also stressed the correlation of supplier resources and category management
practices. The business philosophy of the Category Captain is also representative of the
supplier's resources. Two aspects of business philosophy are relevant: willingness to align
with retailer objectives, and desire for mutual benefit. Manufacturers may have objectives that
are necessarily in line with retailers’ objectives. For example, category planning may suggest
a smaller role for some products of the Category Captain, while emphasizing her competitor's
products. The willingness to recognize and support the category goals as more important than
the narrowly-defined interest of the manufacturer as illustrated by this point is suggestive of a
philosophical approach of alignment. These philosophical dimensions are closely aligned with
the supply chain management paradigm (Hamister, 2007, p. 41).

Earlier also other American researcher Gooner, R.A studied the literature and practice and
suggested that therefore reveal no widely accepted descriptions or definitions of category

management forms, types or approaches. However, both literature and practice suggest that
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category management is fundamentally concerned with activities focused on managing
categories of products as strategies business units and on the relationships formed between
retailers and suppliers in the planning and execution of such activities. Further the variety of
viewpoints in the literature and practice suggests that category management is characterized
by wide variation in both the number and intensity with which such activities are executed
and the extent to which categories are jointly managed by the retailer and a focal or most-
influential supplier (Gooner R. , 2001, p. 34).

It is possible by look on Category management perspective from the BPM by usage of
Goldkuhl analysed perspective about the role of assignment and transformation process
during the process of interaction of trade enterprises. Figure 1-2 presents the BAT model

between the customer and supplier.
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Figure 1-2: Business interaction, within a business transaction, between a customer
and a supplier (the BAT model)
Source: (Goldkuhl, 2006, p.55)

Category management serves as a necessary tool for the stage of fulfilment defined in
business action perspective. The BAT model acknowledges that business interaction consists
not only of communication, but also of an exchange of value (Goldkuhl, 2006, pp. 53-57).
This also means, however, that actions are restricted and constrained. There are usually some
predefined communicative actions that can be performed through usage of Category
management. We can use the BAT model to investigate the usage of Category management

approach in business interaction. It is important to raise questions like: Who is in charge of
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the implementation of Category management? What purposes are in use of CM as a
management tool?

During the process of interaction between trade enterprises the wholesaler plays a
supplier role, retailer in this case plays the role of customer whose needs and preferences
should be satisfied. Category management in this case serve as an effective tool for the
implementation of fulfilment stage within business process implementation as it is highlighted
in Figure 1-3.

Proposals .
Retailer

Wholesaler

Commitments

(Supplier) (Customer)

Fulfilments
Category

management

Assessments

Figure 1-3: Category management implementation in business interaction, within
a business transaction, between trade enterprises.
Source: Goldkuhl, 2006,p.56.

To conclude the author can define the functions of Category management in the process
of administration of trade enterprise as follows:

Category management approach is an important management tool for implementation
within the Business Management Process between trade enterprises, effective for
implementation during the fulfilment stage of business action model, that create a practical
collaboration, which result that wholesaler and retailer has a common goal — customer
satisfaction that lead to the increase in income and turnover due to higher sales volume. As a
result of implementation in a fulfilment business process stage within the interaction process
between wholesaler and retailer Category management process helps to create a competitive
advantage, improve the inventory turnover and plan the purchasing and sales volume of the
products.

1.2 The role of quality management in interaction of trade enterprises
Category management theoretical perspectives discussed in previous chapter help to

settle the desired products and prices for trade enterprises. Together with products and prices
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the management of trade enterprises however mention also the quality of products and
services as an important factor that influences the enterprise performance on the market.

Quality Management Systems help to enhance product quality, providing the
organisations with means to achieve higher quality processes. As a direct consequence of this,
customer satisfaction will be improved (Pfeifer, Reissinger, & Canales, 2004, pp. 241-249).
The approach as well is considered to be beside the category of tools enhancing performance
by customer satisfaction.

Nowadays there is a general agreement in the literature that the implementation of a Total
Quality Management (TQM) system in a company is beneficial for its management and leads
to improved performance (Martinez-Costa & Jimenez-Jimenez, 2009). However before the
concepts and ideas of Total Quality Management (TQM) were formalized, much work had
taken place over the centuries to reach this stage. Already in the 1920’s statistical theory
began to be applied effectively to quality control, and in 1924 Shewhart made the first sketch
of a modern control chart (Shewhart, 1931). His work was later developed by Deming and the
early work of Shewhart, Deming, Dodge and Romig constitutes much of what today
composes the theory of statistical process control. However, there was little usage of these
techniques in manufacturing companies until the late 1940’s. Dr. W. Edwards Deming was
the first American quality expert moved to teach Japanese managers methodically about
quality. Today the leading Japanese companies successfully implement the quality
management principals in everyday management. The approach was farther developed by
guru of quality managements like Philip B. Crosby who presented the concept of zero defects;
Kaoru Ishikawa, known as “Father of Quality Cycles; and Armand V. Feigenbaum who
developed the Total Quality Control principals.

In the second part of XX century there were many attempts to standardise quality
management principles. The British Standard (BS) 5750 for quality systems had been
published in 1979, and in 1983 the National Quality Campaign was launched, using BS5750
as its main theme. The aim was to bring to the attention of industry the importance of quality
for competitiveness and survival in the world market place. Since then the International
Standardization Organisation (ISO) 9000 has become the internationally recognised standard
for quality management systems. It comprises a number of standards that specify the
requirements for the documentation, implementation and maintenance of a quality system.

ISO 9000 was the first and the most popular quality oriented meta-standard, which
applies to different industries. In its early development, ISO 9000 was more commonly

adopted in the manufacturing industries. By the end of 2005, the standard had been adapted
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by 776,608 companies or business divisions in 161 countries. 1SO 9000 is now "a passport to
the global business" and a basic requirement for many governments tenders. The number of
ISO 9000 certified firms has been increasing dramatically since its introduction 20 years ago
(Chris, 2007).

Total quality management (TQM) became the centre of Quality Management
theories. In a Department of Trade & Industry publication in 1982 it was stated that Britain’s
world trade share was declining and this was having a dramatic effect on the standard of
living in the country. There was intense global competition and any country’s economic
performance and reputation for quality was made up of the reputations and performances of
its individual companies and products/services (Charantimah, 2011).

TQM is now part of a much wider concept that addresses overall organisational
performance and recognises the importance of processes. There is also extensive research
evidence that demonstrates the benefits from the approach. As we move into the 21st century,
TQM has developed in many countries into holistic frameworks, aimed at helping
organisations achieve excellent performance, particularly in customer and business results. In
Europe, a widely adopted framework is the so-called “Business Excellence” or “Excellence”
Model, promoted by the European Foundation for Quality Management (EFQM), and in the
UK by the British Quality Foundation (BQF).”

While it is widely agreed that implementation of a Total Quality Management (TQM)
system in a company is beneficial for its management and leads to improved performance the
implementation of approach differs between the researches. Whether people take one or
another type of approach, the major part of the frequently discussed TQM literature provides a
common set of principles and concepts, which are considered to be essential elements in
TQM.

The following key issues are a result of a literature study where the aim was to identify
the main principles and concepts in a TQM approach and to determine the recent trend
(Bergman & Klefsjo, 1994) (Dahlgaard, Kristensen, & Kanji, 1998) (Deming, 1986) (Juran,
1995) (Kondo, 1993):

1)  strong management commitment, leadership, strategically based,;
2)  continuous improvement as a result of a focus on quality;

3)  focus on customers, customer-driven organization;

4) total involvement, total commitment, total responsibility;

5)  focus on processes, making processes so it works better;
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6) actions based on facts, usage of SPC and statistical tools, performance
measurements;

7)  focus on employees, teamwork, motivation, empowerment;

8) learning, training and education;

9)  building a TQM culture, organizational change;

10) partnership with suppliers, customers and society;

11) total approach, holistic approach;

12) scientific approach.

Enterprises often look for ways to improve their competitive advantage within their
respective industries. Many organizations are unsuccessful at accomplishing this goal without
the usage of a systematic approach to improve their organizational performance as it relates to
quality products or services. Systematic approaches to quality improvement can be achieved
with TQM methodologies. Organizational quality objectives, type of industry, and culture
often influence the effectiveness on the quality management program (Lee & Lee, 2001).
Each of mentioned aspects is addressed within the frameworks of TQM. Quality management
is an approach to establishing a fundamental business strategy (Cheng, 2007, pp. 234-253). In
an effort to provide quality products and services in globally competitive environments, many
organizations have invested great amounts of time and resources to establish and maintain
quality management programs such as TQM. Some of the successful organizations include;
AT&T, IBM, Hitachi, Sony, and Johnson& Johnson (Matthews, 2006, pp. 29-35).

Although quality management has been well established in manufacturing sectors, it has
grown in popularity with non-manufacturing sectors such as retail industry. Quality
management has been an integration of achieving and maintaining quality excellence through
continual process improvements and prevention of defects throughout an organization to meet
customer expectations (Flynn & Schroeder, 1995, pp. 659-692). Many organizations strive for
quality improvements and cost cutting measures through continual improvement activities.
These efforts often fail due to poorly structured and lack of leadership support (O'Rourke,
2005, pp. 581-592). Companies should identify their strengths and weaknesses before
carrying out an improvement methodology aimed to improve productivity, product or service
quality, and efficiencies (Deros, 2006, pp. 396-430). Researchers show that more importance
should be emphasized with an organization to integrate a comprehensive quality management
tactics rather than carrying out individual improvement methodologies. Still there is a lack of

practices of implementation of TQM principals in trade enterprises.
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TQM approach combined most of the features discussed in various management tools
used by enterprises. Strong management commitment and strategically based tools are
familiar for Balanced Score Card approach (Kaplan & Norton, 1992), (Kaplan & Norton,
1996), (Brown & McDonnel, 1995), (Chavan, 2009), (Waal, 2003) as well as implementing
Knowledge Management (Nonaka & Takeuchi, 1995), (Hazlett Shirley-Ann & Seamus,
2005), (Tsouskas & Vladimirou, 2001), (Wang W. , 2009) and Growth Strategies (Rigby D.
K., 2009), (Zook & Allen, Harvard Business School Press), (Majumdar, 2008). Focus on
customers is typical for Customer relationship management and Category management, the
tools that are directed to performance improvement via customer satisfaction. Focus on
processes in combination with statistical tools and performance measurements are features of
Activity Based Management (Ghikajanu, 2008), (Trotta, 2003) and Business Process
Reengineering (Hammer & Champy, 1993) (Davenport T. , 1993) (Johansson H. J., 1993)
(Leoveanu, 2011). At the same time the TQM concept contains also some additional features
that were not visible in previous tools analyses. The most important peculiarity of TQM is
continuous improvement as a result of focus on quality. The presence of all the discussed
features in TQM approach defines the necessity of combination of management tools.

However the combination of all the necessary concepts in only one TQM tool does not
allow supposing that all the mentioned Management Tools can be substituted by the TQM
approach. Conversely the usage of TQM concept should be a primary guide for the creation of
management policy of the enterprise. The manager should choose the most successful
combination of management tools following the TQM concepts.

The approach of effective category management implementation supposes the increase
of market share of wholesaler that obviously will lead to the development trade enterprise.
Beside the variety of management tools Total Quality Management is considered as one of the
most popular tools for implementation in trade enterprises. Some advices of implementation
of Quality Management approach could be found in professor of Harvard University, James
L. Heskett and his co-authors publications. In their work on the service profit chain (Heskett,
1987); (Heskett & Sasser, 1997); (Heskett, Jones, Loveman, & Sasser, 1994) use the terms
"external service quality” and "external service value" as ways to describe how customers
access service operations. Regardless of what term they used to designate the concept, they
give many far-reaching examples to illustrate the notion. For instance, at Southwest Airlines
customers appreciate frequent departures, on-time service and friendly employees besides the
low prices they receive (1997). Progressive insurance customers value quick-response damage

assessment and claims processing (1994). With each example, while the precise criteria of
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what makes good "service quality” or "service value" may change, some common categories
continuously re-occur. Some of the typical customer demands include: rapid service,
knowledgeable and friendly employees, high quality products, convenient service and
aesthetically pleasing surroundings. These demands are comprehensive and extend far beyond
traditional customer assessment scales found within service management literature (e.g.
"service" quality). As such a new assessment tool will be needed.

One emerging research construct that closely resembles all the concepts found within
Heskett (Heskett, Jones, Loveman, & Sasser, 1994, pp. 164-174) notion of external service
quality is total retail experience. There is a definition of total retail experience as "all the
elements that encourage or inhibit consumers during their contact with the retailer". The
examples they include in their theoretical work closely resemble those used by Heskett et al in
their work on the service profit chain: superior customer service, knowledgeable and friendly
employees, etc (Berman, 1998). Further structure for assessing the dimensions of total retail
experience was provided by Terblanche & Boshoff (Terblanche, 2001, pp. 35-41). Their
framework breaks total retail experience into controllable and non-controllable elements.

Figure 1-4 illustrates their structural schema.

Total Retail Experience

Non -controllable Controllable
elements elements

Service Product Product Iniernal Store Store
Quality Quality Varicly & Environmeni policics
Assartment

Figure 1-4: Total retail experience schema.

Source: Terblanche and Boshoffs (2001), p.38

Thus in retail enterprise it is not enough simply to follow and declare about
implementation of TQM principals. It is necessary to line the TQM principals with Total
Retail Experience Controllable elements.

Still some companies not always are satisfied with usage and implementations of TQM
principals. According to Bain & Company survey the TQM was ranked below the mean
within other management tools (Rigby & Darell, 2009, p.17). Weaknesses and faults the
company faces carrying out the TQM appears not because of ineffectiveness of the concept,
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but because of the fact that manager often lack a clear understanding of where and how to
apply the approach. Although most enterprises want to improve quality and cut costs, the
deployment and implementation of continual improvement methodologies are commonly
viewed as a daunting undertaking. Many enterprises fail to structure properly or support
continual improvement initiatives which ultimately doom them to failure (O'Rourke, 2005,
pp. 581-592). This failure has led to many misconceptions about the results of carrying out
improvement methodologies (Arnheiter, 2005, pp. 5-18).

It was already stated by author in that TQM is a philosophy, not a separate tool. TQM is
quality management methodology which provides significant benefits to the organization’s
financial bottom line. Although documented cases of successful implementation exist, there
are documented failures associated with unsuccessful attempts of implementation (Anderson
& Eriksson, 2006, pp. 282-296). These misguided TQM implementation efforts of many
organizations led to scepticism of the improvement approach (Tiwari & Turner, 2007, pp.
736-760). Harari cites ten reasons for TQM program failures including (Harari, 1993, pp. 33-
38):

(a) focus on internal processes rather than external processes;

(b) focus on minimum standards;

(c) development of bureaucracy;

(d) delegation of quality experts excluding others in the organization;

(e) lack of organizational change;

(f) no changes in management compensation;

(9) no demand for new external partners;

(h) focus on quick fixes;

(i) draining innovation;

(j) utilizing an analytically detached mechanical method.

TQM concept should be a primary guide for the creation of management policy of trade
enterprise. Companies often make the mistake using every quality tool and techniques, as a
completely separate, isolated quality management tool, while the manager should choose the
most successful combination and sequence of selected management tools following the TQM
concepts.

As it was already highlighted by author all defined TQM principles could be combined
into tree main categories. The divisions could be maid according to the results the
management may achieve following TQM key issues. The division of key issues into three

basic categories according to author’s proposal is presented at Figure 1-5:

35



Strong management Focus on processes, making Continuous improvement as a
commitment, leadership, processes so it works better result of a focus on quality
. J \
strategically based
y, . )
Actions based on facts, use of - N
N SPC and statistical tools, Focus on customers,
Total involvement, total performance measurements | customer-driven oreanization |
commitment, total . J
resoonsibilitv
J Focus on employees ( )
2 ) v - Building a TQM culture,
teamwork, motivation, L
o ) organizational change
Total approach, holistic empowerment \ y
approach
7
s 2
Learning, training and Partnership with suppliers,
Selianiile elgipireae education customers and society
J
Continuous
) Focus on customer and
Strategy generation ‘ infplrosie el ‘ enhancement of
performance

i customer satisfaction
measurement via cost

Figure 1-5: TQM Kkey issues division by category

Source: Author prepared figure

Organizational success on quality improvement practices requires a strong connection
among managerial dimensions and a results-based approach. In general, quality management
is identified with seven categories: top-level management, tactical management, customer and
market focused management, information management, human resource management, process
management, and results-based management. Successful and sustainable quality management
should be incorporated through satisfying key aspects of quality improvement. The holistic
process of quality management should be conducted in a systematic feedback loop because
quality dimensions are mutually influenced by one another in terms of achieving expected
results (Holzer, Charbonneau, & Kim, 2009).

The executives of trade enterprises have a possibility to choose from a variety of
different management tools aiming to increase the competitiveness of the managed business
unit. Quality management approach is a proven management tool that helps the management
of the enterprise effectively increase the competitiveness of enterprise. It is already proven
that implementation of a TQM system in a company is beneficial for its management and

leads to improved performance. TQM principles serve as effective instrument of management
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in manufacturing industry. At the same time it is not easy to find examples of implementation

of TQM in trade enterprises.

1.3 Management tool selection and implementation in the process of interaction of

trade enterprises

Still some companies not always are satisfied with usage and implementations of TQM
principles. According to Bain & Company survey the TQM was ranked below the mean
within other management tools (Rigby & Darell, 2009, p. 7). Weaknesses and faults the
company faces implementing the TQM appears not because of ineffectiveness of the concept,
but because of the fact that managers often lack a clear understanding of where and how to
apply the approach. TQM is a philosophy, not a separate tool. TQM concept should be a
primary guide for the creation of management policy of the enterprise. Companies often make
the mistake using every quality tool and techniques, as a completely separate, isolated quality
management tool. The manager should choose the most successful combination and sequence
of selected management tools following the TQM concepts. Following the TQM principles
the management process could be combined into three main sequenced management stages as

it is presented in Figure 1-6:

. . Focus on
Continuous improvement and

Strategy > customer and

A\ 4

) performance measurement via cost
generation o o enhancement of
minimization and process optimization ) )
customer satisfaction

Figure 1-6: Management stages following the TQM principles

Source: Author prepared figure

Management stages following the TQM principles Organizational success on quality
improvement practices requires a strong connection between managerial dimensions and a
results-based approach. In general, quality management is identified with seven categories:
top-level management, strategic management, customer and market focused management,
information management, human resource management, process management, and results-
based management. Successful and sustainable quality management should be incorporated
through satisfying key aspects of quality improvement. The holistic process of quality
management should be conducted in a systematic feedback loop because quality dimensions
are mutually influenced by each other in terms of achieving expected results (Holzer,
Charbonneau, & Kim, 2009).
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The management tools available for the modern manager similarly could be divided into
3 major categories as it is showed in Figure 1-7 according to the management stage of usage
and following the TQM principles. Strong management commitment and strategically based
tools could be combined in Strategy generation tools category. Focus on processes in
combination with statistical tools and performance measurements are features of Cost
minimizing and optimization tools. Customer satisfaction is crucial for the trade enterprise
thus the third category Customer satisfaction attaining tools combine the management tools

that promote the customer satisfaction principles and customer driven enterprise.

Strategy

Generation Tools

Cost Customer

satisfaction

minimizing and

optimization tools attainina tools

Figure 1-7: Basic categories of management tools (author proposed combination)

Source: Author prepared figure

Within the management process the executives make a decision about choice of tools
necessary for implementation in a specific business choosing a tool from the mentioned
groups.

The huge range of available management tools confuses the enterprise manager and
encourage them ether not to choose anything or make the wrong choice. Good knowledge
about the strategic planning usually lead to a choice of Strategy Generation management
Tools. However for the trade enterprise still is necessary to use the strategic approach and
additionally to reduce costs, optimize processes as well as acquire the best performance by
reach of customer satisfaction. Especially for trade enterprise the goal to reach the customer
satisfaction should be the most important. The successful result could be reached creating the
balanced combination choosing at least one management tools from each of the presented
three categories. Aiming to allow the enterprise to use the best outcomes of all management
tools from all three dimensions the manager should look and practice the quality improvement

technique that as a result will allow the manager to implement all the other tools.
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Organizational success on quality improvement practices requires a strong connection
between managerial dimensions and a results-based approach. In general, quality management
is identified with seven categories: top-level management, strategic management, customer
and market focused management, information management, human resource management,
process management, and results-based management. Successful and sustainable quality
management should be incorporated through satisfying key aspects of quality improvement.
The holistic process of quality management should be conducted in a systematic feedback
loop because quality dimensions are mutually influenced by each other in terms of achieving
expected results (Holzer, Charbonneau, & Kim, 2009, p. 403).

The division of various management tools according to three classification groups are

combined in Figure 1-8.

Strategy Generation Cost minimizing and Customer satisfaction
Tools optimization tools attaining tools
Fayol’s management Activity based Core competences
approach management
SWOT Outsourcing Customer segmentation
7S Price optimization Customer relationship
models management
Balanced scorecard Downsizing Category management
Knowledge Business process Social media plan
management reengineering
Growth strategy Scenario and
contingency planning

Figure 1-8: Division of management tools according to classification group
Source: Author prepared figure
In addition to the tools mentioned earlier the table contains also the important tools for
optimization like outsourcing (Grimshaw & Miozzo, 2009), (Hecker & Kretschmer, 2010),
(Deros, 2006) and downsizing (Vollman & Brazas, 1993), recession (Datta, Guthrie, Basuil,
& Pandey, 2010), (Schmitt, Borzilo, & Probst, 2011), (Bacon, Blyton, & Dastmalchian,
2010), (Parker & McKinley, 2008) should be also taken into consideration. Various strategic
management tools and tools that help to optimize organization processes have already a
numerous discussions within researchers. Since the object of authors research is trade

organizations the tools helping to attain customer satisfaction lays beside the most important.
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The category Management tool is a management tool for usage spatially in trade
organizations. That is why the author would like to pay a special attention to Category
Management tool as a management tool used in trade enterprises. However while Category
Management tool is a tool that helps to enhance the performance of enterprise it is important
to ensure the efficient implementation of the tool within the process of interaction of trade
enterprises.

Business process management (BPM) is a view on organisations where emphasis is
made on the horizontal work in contrast to vertical division of labour as described in the
traditional organisation chart. BPM has its origin from total quality management — TQM
(Harrington, 1991) and business process reengineering — BPR (Hammer, Reengeneering
work: Don't automate, obliterate, 1990) (Davenport, 1993) and already presented by author
earlier in this paper. Basically, this can be seen as an industrial view on business processes,
where input (raw material) is transformed into output (finished products). This is not the only
possible view on business processes (Keen & Knapp, 1996) but contrast of two different
views on business processes; “process as workflow” versus “process as the coordination of
work™ (Ljungberg, 1997). The coordination view on business processes is mainly based on
the language/action perspective (Winograd & Flores, 1986) where coordination, agreements
and commitments are emphasised.

Business processes consist of transformations of inputs to outputs. This view is
expressed in a classical definition of business process made by Hammer and Champy
(Hammer & Champy, 2003). Other similar definitions are made by Davenport and some other
researches (Davenport, 1993), (Johansson, 1994), (Rummler, 1995), (Fiirstenau, 2008) These
definitions build on a value adding perspective (Porter M. , 1985) where every activity ideally
is seen to contribute to more value for the customer. Typically, this is an industrial
perspective; in the workflow, input is transformed through some kind of refinement to output
(Harrington, 1991). The BPM wave that started during the 1990s had its origin in this
transformative view on business processes. The two schools of thought, BPR and TQM,
contributed to this transformative process view. The difference between these approaches lies
in the view of organisational change radical in BPR vs piecemeal in TQM (Harmon, 2007).
During the 1990s a business process view became the ontological backbone for many change
methods; old ones as well as new methods (Born, 1994), (Jacka, 2009), (Osterle, 1995), (Aalst
& Hee, 2004). Many new approaches and methods were launched based on the business

process concept.
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Linking the Category management approach with BPM allows to look on Category
Management procedure from a different perspective. Turning the organisation on its side
means precisely to change the perspective from hierarchical (vertical) view to horizontal
processes. BPM was thus a move away from the traditional way of viewing organisation as a
hierarchical structure. A main criticism, from BPM advocates, was that the traditional
hierarchical view on organisations, embodied in the organisational chart, disregarded the
customers. This BPM view emphasises the ordering of activities, the workflow. A business
process is often seen to consist of sequential sub processes or activities. It emphasises also the
customers as the main receivers of the output and that the customers should appropriate a high
value to the output (Goldkuhl & Lind, Coordination and transformation in business processes:
towards an integrated view, 2008).

There are many aspects of organisations, which are disregarded in a transformative
business process view. Issues of power and control are usually not in focus when adopting a
business process focus. One exception is Harmon (Harmon, 2007) who tries to integrate the
process view with a traditional systems view on organisations. Even if there are certain merits
in the workflow view, this can be challenged as a too restricted view, exclusively on
transformations. An alternative view touches the coordination aspect in business processes.

The basic view on organisations supposes they essentially are created through
communicative actions (Winograd & Flores, 1986), (Taylor & Van Every, 2000). Business
processes are mainly coordination processes in this communicative view. Business processes
arise through requests, offers, agreements and commitments and other communicative acts.
The theoretical inspiration comes mainly from speech act theory (Austin, 1980),
(Vanderveken & Kubo, 2002). The transformative view on business processes is rejected and
as an alternative a communicative and coordinative view has been formulated.

There are several business process methods, which have been launched, based on this
communicative perspective or as it is sometimes called the language action perspective.
Action workflow describes the business process as a loop consisting of four generic phases:

(1) Preparation.

(2) Negotiation.

(3) Performance.

(4) Acceptance (Medina-Mora, 1992)

This researcher highlights two basic business parties participating in business process; a
customer and a performer (supplier). There are several approaches to business modeling. The

two most famous approaches seem to be Action Workflow (Medina-Mora, 1992) and DEMO
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methodology (Dietz, 2006). The general idea is to get a business model of how people,
through conversation, coordinate their work. Such a business model, focusing on
coordination, should be seen as foundational for the development of supporting software.

The significance of these coordinative approaches is the identification of generic
communicative acts in business processes. Business processes are only performed by virtue of
established agreements and commitments. Such agreements are recognized as having a basic
governing force in the performance of the business. (Goldkuhl & Lind, Coordination and
transformation in business processes: towards an integrated view, 2008)

The coordinative approaches have identified blind spots in transformative approaches,
I.e. their lack of explicit recognition of different communicative acts governing business
processes. Unfortunately, however, these language action perspective approaches seem to
overemphasize communication and coordination at the expense of transformative and material
actions (Goldkuhl & Ro“stlinger, 2003) (Lind M. , 2006). One thing that transformative and
coordinative process approaches have in common is that they both take a strict horizontal
view on enterprises. Vertical aspects power and authority are usually disregarded.

If one looks at classical BPM approaches, there are no frameworks to elaborate on
coordination and communication issues. There is an overemphasis on coordination at the
expense of transformation in language active perspective approaches to business process
development. Goldkuhl looked a bit closer to what coordination in business process really
means. Is it something special in business processes or is it just an aspect of transformation?
The coordination perspective emphasizes that two actors need to come to an agreement what
should be performed before the actual performance. Business interaction between a supplier
and a customer, several phases in such interaction can be revealed. With inspiration from the
language-action perspective Goldkuhl have developed a business interaction model, the
Business Action Theory (BAT) model. In his model business interaction is divided into four
generic phases, depicted in Figure 1-9 (Goldkuhl & Lind, 2004).
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Figure 1-9: Four generic phases of business interaction — the BAT model

Source: (Goldkuhl & Lind, Coordination and transformation in business processes:
towards an integrated view, 2008, p. 765).

The business interaction model is based on an exchange perspective (Glynn & Lehtinen,
1995) (Gummesson, 1999). The customer and supplier make exchanges of different character
on each of the four phases (Lind & Goldkuhl, 2003). The first two phases are associated with
coming to an agreement. In the first phase proposals are exchanged. The customer is making
queries about products and the supplier gives offers. Bids and counter-bids are expressed and
exchanged. If the business parties are satisfied with proposals they can move into the next
phase, the commitment phase. In this phase, the business parties come to an agreement; the
business deal is settled. Commitments are exchanged. The supplier makes commitments about
future delivery and the customer makes commitments about future payment. This is the
contracting phase where the customer orders the product and the supplier gives a delivery
promise. The third phase is the fulfilment phase. This phase is an exchange of value; product
vs money. The supplier delivers the product and the customer pays for the delivery. The
fourth and concluding phase is an assessment. The business parties value the fulfilments and
if not satisfied they may express their discontent and make claims (Goldkuhl & Lind, 2008).

Claims can lead to a renewed fulfilment or they can be dismissed and resolved in other
ways. Satisfaction may sometimes be expressed and commendations given. The model in
Figure 1-9 describes the generic business logic where agreements are developed, settled,
fulfilled and assessed. The first two phases consist of exchanges concerning the creation of an
agreement and the third phase is the resolution and the fourth phase is the assessment. Taking
a customer perspective, a business process can (in this coordination view) be described as

moving from customer requirements to customer satisfaction. The process can be called an
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assignment process (a customer-to-customer process). This means that it is a process where
the customer gives an assignment to the supplier and the supplier performs what the
assignment expresses. In the transformation view the process goes from raw material to
finished products delivered to a customer. This is a way to compare the two business process

views; the starting point and the end point Figure 1-10.

Customer . Customer
. Assignment process ) .
requirements satisfaction
. ) Delivered
Raw material Transformation process
product

Figure 1-10: Two complementary views on business processes

Source: (Goldkuhl & Lind, Coordination and transformation in business processes:
towards an integrated view, 2008, p. 766)

The challenge is to bring these two process views together. In real business processes,
transformation and coordination are of course, not separated as depicted above. It is just when
inquirers in the business process studies tend to neglect or downplay some aspects that they
get separated. In Figure 1-11, the presents two types of processes superposed by the

researcher.
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Figure 1-11: Integration of assignment and transformation processes

Source: (Goldkuhl & Lind, Coordination and transformation in business processes:
towards an integrated view, 2008, p. 766).
All kind of coordinative interaction between supplier and customer are parts of

assignment process and not in the transformation process. The assignment process in Figure 5
consists of four sub-processes (arrows). The first sub-process is then a proposal process with
offers and queries. The second sub-process is an order process where the assignment
(agreement) is settled. The fourth sub-process is what happens after the delivery, the usage
and assessment of the product hopefully leading to customer satisfaction. These three sub-
processes lie outside the transformation of products. The third phase of the assignment
process is the fulfilment. This sub-process is also part of transformation. There may be earlier
parts of the transformation process that do not belong to the assignment process. (Goldkuhl &
Lind, 2008)

There may be different types of organizational arrangements. Procurement and
manufacturing can be made based on and initiated by a particular customer order. In such
cases these transformative sub-processes will be part of the assignment process. The
assignment process may cover the whole transformation process. Transformation processes
are seen too often be partially overlapping with assignment process. Those parts of
transformation processes, which are outside an assignment are seen as support processes to
the assignment process. The assignment process is supported by product provision through
the transformation process. This is interesting to compare to the view expressed by Harrington
(Harrington, 1991). He distinguishes between different processes; production process and

business process. Production process seems to be rather similar to transformation process.
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Harrington writes about production process: “Any process that comes into physical contact
with the hardware or software that will be delivered to an external customer”. The description
of business processes to be “all service processes or processes that support production
processes”. One example of a business process is an order process. Order process is a
fundamental part of the assignment process, and it is rather the production/transformation
process that is a support to the business interaction process/assignment process, than the other
way around. (Goldkuhl & Lind, 2008)

According to Goldkuhl a business process is set of activities where some producers
create some product aimed for some beneficiary. Activities can be of coordinative and/or
transformative character. An assignment process is a business process where agreements are
created, fulfilled and assessed through coordination and interaction between a customer and a
supplier. An assignment process consists of coordinative and transformative activities. A
transformation process is a business process consisting of activities where some producers
transform some pre-products into products aimed for some beneficiary. Transformation can
be made before and after the assignment from the customer is given. A provision process is
that part of a transformation process, which is not part of an assignment process;, i.e. those
activities which are performed before the assignment is given. How these different
phenomena are related to each other is clarified in a conceptual model presented in. (Goldkuhl
& Lind, 2008)

Business
process

can be
Transformation Assignment
process process
T T
consists of consists of
.. Transformation ) L
Provision Coordinative
based on L.
process . activities
assignment

Figure 1-12: A conceptual model of different types of business processes and their
constituents
Source: (Goldkuhl & Lind, Coordination and transformation in business processes:
towards an integrated view, 2008, p. 768)
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Goldkhul characterized most BPM approaches to be transformation oriented (input-
process-output models). This does not mean that coordination is excluded in practical
modelling. For example, order processes are usually modelled. The problem is, however, that
traditional BPM approaches do not incorporate a coordination framework to govern the
business process inquiry. When studying coordination and assignment, without a proper
framework, the analysis may become superficial and haphazard. A coordination framework,
as in most LAP approaches may govern process inquirers to direct their attention to decisive
characteristics in the business process. The coordination logic of assignment process can more
easily be revealed when using a coordination framework. As said above, well-known LAP
approaches (like Action Workflow and DEMO) tend to neglect the transformative aspects of
business processes. Transformation needs to be studied; otherwise important aspects of
business processes are disregarded in the analysis. In comparison to those mentioned LAP
approaches, Golddkuhl approach is a serious attempt to bring together coordination and
transformation into one integrated modelling and analysis. Action Workflow and DEMO
build on pre-defined process structures which are put together during modelling. A LAP-
based coordination framework does not, however, need to be as rigid as those approaches
(Goldkuhl, Generic business frameworks and action modelling, 1996) (Ljungberg, 1997).

Goldkuhl with his colleagues investigated two perspectives on business processes.
These two perspectives are the transformative view and the coordinative view. The
investigation has been made with the purpose of developing a synthesis of these views
working as thesis and antithesis. The core of such dialectic approach is to create a synthesis
that transcends contradictions of the thesis and antithesis. Pros and cons in the two
perspectives have been identified and an integrated process view has been proposed as well as
operationalized. The integrated process view comprises a number of definitions of different
process types (business process, assignment process, transformation process, provision
process). Researcher consequently bases the integrated process view on characteristics from
both the transformative and the coordinative view.

Important characteristics of the transformative view are:

e Transformation shall result in deliverable products aimed for customers.
e Deliverable products are transformed in structured and sequenced way from base
products.

Important characteristics of the coordinative view are:

e The business interaction logic between supplier and customer frame the process

structure.
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e Business interaction consists of establishment, fulfilment and assessment of
agreements between customer and supplier.

Important characteristics of Goldkul integrative view are:

e Coordination and transformation form an integrated texture of actions.

e Assignment processes are superior in relation to the transformation process.

e A transformation process consists of sub processes where some parts belong to
the assignment process and other parts may be external to the assignment
process.

e Those parts of the transformation process that are external (prior) to the
assignment process are called provision process.

The integrated view and its accompanying definitions should be used in evaluating and
redesigning business processes. The view has been operationalized by the aid of some
modelling methods. (Goldkuhl & Lind, Coordination and transformation in business
processes: towards an integrated view, 2008)

The principles used by Goldkul were applied for the analyses of organization Steelco.
Steelco is a manufacturing company, which mainly transforms steel into pipes for hydraulic
cylinders. Steelco has different ways of performing business, i.e. the company takes part in
different business interactions. However similar integrative view to business process is
applicable also for enterprises operating in trade industry due to similar structure of

negotiation process implementing the category management approach.

1.4 Peculiarities of management tools implementation in trade enterprises

Strategic planning is one of the basic management tools used beside the executives of
wholesale company’s. Between the authors research respondents’ 87% representatives of
wholesalers answered that sometimes or regular implement the strategic planning technique.
Thus we can conclude that the practice of wholesale company's marketing strategy
implementation recognizes the importance of strategic planning. Business strategic planning
process, analysed by most of researches within management sciences, includes seven basic
steps (Kotler, 1994, p. 79) (Reeves, 2005) (Ansoff, 1991) (Spee & Jarzabkowski, 2011)

v Mission Statement

v" Internal and external environmental analysis
v’ Target/goal formulation

v Formulation of strategy

v Program formulation
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v’ Strategy Implementation
v Monitoring and feedback

Business unit should determine the specific mission, usually resulting from a general
business mission to carry out a thorough internal and external environmental analysis that will
help clients to explore and provide information on buyer behaviour, and to formulate concrete
objectives, which is planned to reach up to the implementation of the strategy. The aim may
be required for the turnover and profit figures, scheduled for market shares or raising the
quality and positive changes in public opinion.

Kotler offers three main steps for successful wholesaler strategy implementation
(Kotler, 1994, p. 580):

1) To define and choose the target market and target customers
2) To create an appropriate product assortment
3) To make decision of a pricing policy

These activities are obviously important for wholesaler during the strategic planning
process, but today are not enough to make a narrow plan of trade enterprise strategy.
Wholesaler is required to pay a special attention to consumer needs that create demand and as
a result have a significant influence on establishing of retailer's assortment of products. In
order to achieve effective development of products assortment both retailer and wholesaler
should implement strategically management of product categories.

Category of goods is a set of products - range of products combined from different
goods due to their common characteristics or features, usually by usage, such as bakery
products, sporting goods, toys, etc.. The process of management of Product groups or
categories of goods first was proposed by The Partnering Group consulting firm, USA, 1990.
They called this process by "Category Management"

During the planning process of product strategy usually focuses on scientists’ classic
product life cycles and brand-building strategies. As a result, the proposed category of goods,
the strategy is examined based on the achievement of profit targets, and proposed strategies
will depend on the selected target (O'Shaughnessy, 2002, p. 377). However, once again, the
proposed strategy scenarios do not offer customer satisfaction concepts.

As it was already reflected earlier the management tools used by trade enterprises could
be divided in tree basic groups. Tools that help formulate and implement the enterprise
management strategy. There are numerous researches and proposals about the usage of
different management tools aiming to formulate the strategy of enterprise. The examples of

management tools that helps for strategic planning are already presented in chapter one and
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include the proposal useful also for wholesale trade enterprise management. The author is
definite that there are enough suggestions available in numerous researches the management
of trade enterprise may choose for this purpose thus is not planned to enlarge the discussion
about usage of strategic management tools.

The second category supposes the usage of management tools that help to reach the
continuous improvement by usage of process improvement utilities and control of expenses.
As an example the proven experiences of implementation of meta-standards like 1SO 9000
certification already confirmed the effectiveness of implementation beside the other process
optimisation utilities.

Still according to the official data presented by Latvian Association of Quality only one
beside the reviewed retailer chains have chosen to implement ISO certification in order to
optimizes processes in enterprise. As it is stated by the personal of the biggest retailer
Maxima Latvia is the first retail chain in Latvia that organized the processes according to the
quality management principles and got the international specification. Appendix 2 presents
the official view of retail chain Maxima Latvia about the implementation of ISO certification
and reasons of choice of quality management tool implementation.’

Surely other appropriate tools could be chosen by management of trade company in
order to reach the goals. Still the aim of the author by holding this research also is not to
recommend choice of any specific tool within this category or provide the method for process
optimisation. Within this research the author set to look for the most appropriate tool within
the third category of principles - customer satisfaction and performance enhancement by
usage of customer satisfaction, that are aligned with Total Retail experience and differ
particularly managing the trade enterprise within the trade companies interaction process.

Traditionally marketing strategy has served as a basic tool of customer satisfaction and
as the company's management functional element. Modern marketing theory offers various
models of marketing strategies. Strategy is a thorough and detailed planning of activities to
achieve the long term objective. It is a higher public art management processes and industry
practices, which include the regular research of management activities and persistent usage of
archived research results (Nacionalais apgads, 2002).

A plan identifying what marketing goals and objectives will be pursued to sell a
particular product or product line and how these objectives will be achieved in the time

available. (Law, A Dictionary of Business and Management, 2006).

! published at www.maxima.lv and reflects the basic concepts discussed during the interview with the enterprise’

quality control department director
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The company's marketing strategy is usually focused on the objective to increase sales
and create or develop the company's competitive advantage. The company's marketing
strategy describes the business, its products and the company's position relative to
competitors. By planning a marketing strategy is important to realize who will be the
customers, who are the competitors, a company's capabilities and resources and the company's
internal environment.

Most of scientists note the customer’s primary role and influence in marketing strategy
and discuss the need to create customer value. F. Kotler said, it is necessary to create
"customer value™ and achieve customer satisfaction (Kotler, 1994). Marketing theory focuses
on the customer, analysing internal and external environment, describing the need for
marketing research, buyer behaviour theory for the study. When planning a strategy, it is
necessary to evaluate the buyer's needs and preferences (Cravens & W., 1997, p. 133).

Wholesale company is an important element of the distribution chain that by
implementation of its marketing strategy solves the producer’s marketing tasks. However,
according to the basic principles of marketing the wholesaler takes the specific role in
products distribution process. The wholesaler function from a marketing perspective is the
necessity to reach the customer maximum satisfaction. While the customer role for the
wholesaler plays the retailer the objective of wholesaler is to satisfy the retailer needs by
regular deliveries of desired goods, according to the ordered quantities and within the agreed
deadlines. Within the marketing strategy formulation stage the wholesale companies usually
set the targets like increase of sales volumes and the creation and development of a
sustainable competitive advantage.

In order to implement the developed competitive advantage the executives of wholesale
organizations usually apply generally accepted scientific models of marketing strategies.
Scientific literature offers plenty of decisions on how to plan and implement the company's
marketing strategy. Popular McCarthy's marketing mix, or 4 P model can be applied in
wholesale business activities in combination with Robert Lauterborn 4 C's model. It is
important to take into consideration that effective marketing strategy planning can be
achieved only by alignment of “4 P’s” (Product as - goods assortment and sales volumes,
Prices and trade Promotion activities and Place as a choice of place of product distribution)
with “4 C’s” Consumer wants and needs, Cost to satisfy, Convenience to bye and
Communication of promotions. Using Lauterborn model, it is important to realize that the
wholesale company's customers - is the buyer the retailer that is not at the same time the

consumer of goods and could not be considered as a product consumer. Therefore by planning
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the wholesale company's product strategy it is important to recognize both the buyer and
consumer needs at the same time. Wholesale business strategy is important to plan using all
the elements of the McCarthy model in combination with Lauterborn model creating a four-
set strategy (Cravens & W., 1997, p. 18). By planning of product strategy, pricing strategy,
place strategy and promotion strategy the product category positioning strategy is defined.
Consequently to marketing theory development McCarthy 4 P's model was supplemented by
three new factors in year 1980 - people, processes and physical attributes (Blait) -
emphasizing the importance of internal environment in the organization management strategy.

McCarthy, marketing strategy planning approach can be used evidentially as a basic
approach for all trade organizations that are operating at the same time as manufacturers,
wholesalers or retailers. By settlement a profit results as a basic target the executives of trade
organizations commonly analyse and plan their product, price, place of distribution and
promotion strategies, based on available resources and the common need to reduce costs.

Today, retailers changed significantly its attitude and treatment both for sale and the
purchase process. More recent researches pay a special attention to a supply chain
management process within the process of interaction of trade enterprises. There are several
excellent review articles on the modelling of traditional supply chain management.
Swaminathan and Tayur focuses on the supply chain issues of visibility, supplier
relationships, distribution and pricing, customization, and real-time decision technologies that
have significant relevance to e-commerce (Swaminathan, 2003). They present an overview of
relevant analytical research models that have developed in these areas, discuss their
contributions, and conclude with a discussion on future modelling opportunities in this area.
Gunasekaran classifies the supply chain management processes into two basic divisions
(Gunasekaran & Ngai, 2009):

1. Configuration-level issues (product design decisions, procurement and supplier
decisions, production decisions, distribution decisions, and information
technology/systems decisions).

2. Coordination-level issues (material flow decisions, and performance measures
and metrics).

In today’s global market, more and more companies realize that the performance of
their businesses depends largely on external collaboration and coordination across the supply
chain. As chain members are primarily concerned about their individual interests which may
not contribute to the overall supply chain performance, their decisions may result in an

inefficient network system with problems like high costs, compromised customer service and
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a weakened strategic position (Fugate, 2005). Wong in his study discussed the influence of
cost cutting and rebate of supplier to a number of retailers. This study examines a two-echelon
supply chain with a single supplier and multiple retailers based on the Newsvendor model, in
which the retailers face stochastic demand sensitive to the retail price. Coordination process is
formulated in a model and the supplier adopts a sales rebate contract to stimulate retailers to
increase sales. The results demonstrate that when the sales rebate contract combines with the
vendor managed inventory mechanism, the supply chain achieves perfect coordination, which
means that retailers acting strategically in their individual interests can also make price
decisions to maximize the aggregate chain profit. Because of a proper rebate contract, the
retailers lower prices to the system-wide optimal prices so as to increase demand and further
improve the aggregate chain profit (Wong, Qi, & Leung, 2008).

Though, there are efforts in literature regarding coordination of different functions of
the supply chains, the study of coordinating functions in isolation may not help to coordinate
the whole supply chain. It appears that the study of supply chain coordination is still in its
infancy. Though, the need for coordination is realized, a little effort has been reported in the
literature to develop a holistic view of coordination (Arshinder, 2008).

These changes simultaneously affecting the wholesaler opportunities and ability to
coordinate the relationship process with retailers and motivate use the category management
approach.

Kotler offers choice of one of four basic classic strategy types within the categories
management and product branding thinking:

v’ category extension

v" brand extension

v multi-brand strategy and

v new brand into (Kotler, 1994, p. 454).

As a result we can conclude that very minor attention is devoted to goods category
management approach as well as to comprehensive strategic solutions that give companies
"recipe" for the effective category management process.

The fact that consumer is not specified in the strategy practice process at the planning
stage is irrelevant as long as the buyer and the consumer is one person. Usually such fit is
experienced as an example in retail when strategy is designed to satisfy the customer, so at the
same time consumer needs. End user often plays the client’s role in goods and services

market. However, in industrial and organizational markets in most of the cases the buyer is
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not the end user. As a result, the consumer's needs are not taken into account within marketing
strategy planning process.

In order to achieve its strategic goal - profit and turnover increase - wholesaler shall set
itself the primary objective: the buyer that in a specific case is a retailer customer needs
satisfaction. Watching classic purchase-sale process between retailers and wholesalers, you
can see the same picture. Wholesaler’ sales representative arrives to the retailer purchasing
manager aiming to agree about deliveries of goods and terms of delivery

Within the described situation the goals of wholesaler are:

In this situation, the wholesaler target is:

vV to inform about the product

v to convince retailers that the product is interesting to the consumer (new product
promotion is always more difficult)

v to make sure that the product meets the retailer's overall strategy for the retailer

Vv to prove that the product will bring him into the mix in addition to sales and profits

Retailer chooses a product range to include the case: see the potential for high turnover in

comparison to products in a group or expect from a planned return of the product.

When deciding on the product in the assortment, the retailer uses the following rating system

criteria (O'Shaughnessy, 2002, p. 623) :

adequate price

adequate quality

delivery terms and conditions

stability of supply

post sales service

repair if necessary

relationship with the supplier

L LKL L

stockpiling help
Adequate, the price of all these factors are undoubtedly important, but need to
remember that the retailer's goal, as a wholesaler of income extraction. To maximize the
income of the retailer will prefer a product that provides a stable, high turnover, which means
that only if the retailer will take care of your product and category sales to end users, then the
wholesaler will be an interesting category of retailer.

In addition it is important to remember that the customer of the wholesale enterprise is
not only the buyer of the goods but at the same time the retailer who further is planning to sell

these goods to consumer. The rule of customer satisfaction comes as a necessity to satisfy the
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retailer needs and preferences following the basic customer satisfaction marketing techniques.
We should conclude that the possibility to reach the retailer satisfaction as a buyer of goods
and at the same time the necessity of wholesaler to reach the fulfilment of wholesaler needs
results in the assessment of mutual work of both parties with the category of goods that is
presented by different researches as a Category Management approached discussed by author
as one of the techniques driving the customer satisfaction and performance enhancement as a
specific tool used in trade industry.

Following the category management principles it is supposed to operate with category
of goods as with a separate strategic unit. Thus one of the most significant parameter the
retailer takes into account is market share. Since customer satisfaction is crucial for retailer
and beside the basic need of retailer is the willingness to attract and retain customer the
necessity to provide the customer with the products that takes the highest market share within
the group.

On the other hand in order to satisfy the other retailer preference — willingness to
increase income made the retailer to analyse the income the retailer gets from the category of
goods. The best strategy surely is to choose the product or brand within the category with
highest market share and get from it the biggest income. However in real business relations
such situation rarely could be reached. Big producers and wholesalers propose the brands with
high market share and try to influence the shelf prise. Sometimes the wholesaler or producer
requires form the retailer to keep the mark-up of retailer not more than 15% in order to
regulate the retail price on the market. At the same time the retailer should keep on average
not less than 18% of mark up in order to result at least slightly more than zero income.?

Figure 1-13 presents the main resources wholesaler and retailer use within the

cooperation process.

2 Summarized from interview with AIBE general management, Elvi management and Maxima Latvia
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Resources involved
in cooperation
process

I
v v

wholesaler retailer

goods cash

shelves

Figure 1-13: Resources used in cooperation process
Source: Author prepared figure
Retailer uses cash resources in order to buy goods. Retailer also has shelves to put the
goods, delivered by supplier of goods — wholesaler. In order to merge the interest and asses
the needs and preferences of wholesaler and retailer we should define these needs and

preferences, like it is viewed at Figure 1-14.

[ Needs and preferences ]
Wholesaler Retailer
Willingness to expand Willingness to attract and
market share in a category ' | [ | retain customer
Willingness to Willingness to
increase income | | increase income

Figure 1-14: Needs and preferences
Source: Author prepared figure
Willingness of wholesaler to expand the market share push the wholesaler to increase
the number of goods delivered to retailers shop. By delivery of bigger volume of goods
wholesaler generates the higher income. It seems similarly for the retailer’s strategy. Retailer
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is able to attract and retain customer if provide on the market goods that have high market
share, advertised and well known to customer. In order to satisfy willingness to get higher
income the retailer should sell more such goods, so to buy more from the supplier.

The author indeed believe in all the basics marketing tools that lead the management of
the wholesales companies choose such model of behaviour and strategy implementation in
cooperation with retailers. This model could be real for the simple math task at school.
However in real world too many other variables influence the retailer — supplier cooperation
process.

The important role within the trade company’s interaction process plays the persons
who participate in coordination of sales and purchases activities. The appendix 1 presents
some different structure of the department of trade organizations that are participating in
collaboration process. While most of the retailers use category managers as a bargaining
person about the decisions of goods assortment and choice of suppliers still wholesalers use
different organization structure and thus the contact positions in this process. Some wholesale
company’s experiences usage of brand managers who are planning the sales policy of the
brand and at the same time communicate with retailer’s category management sales activities.
In other cases the wholesaler design the key account manager who is responsible for the client
to communicate about the coordination’s of sales of all the categories of wholesaler with
several category managers of retailer. While the wholesalers are the first who usually say they
are ready to implement the principles of category management they still are not ready to
implement the management by categories in its own enterprise structure.

In addition increasing the volumes of delivered goods the wholesaler diminishes the
retailer’s cash resources and as a result negatively influences all the future possible deliveries
of goods. In cases when such kind of increased goods deliveries are too big some retailers
already are not able to pay for the other goods as well as to pay for the delivered goods of the
wholesaler. Beside the small retailers that were bankrupted over the last couple of years there
were many companies who simply already were not able to pay for the goods delivered by
wholesaler in big quantities when the stock of such goods in the shop was much higher than it
was required because of efficient work of trade agents.’

Category management is already proven and practically tested management tool that
used in trade organizations in order to improve buyer — supplier coordination of interaction

process. Already several successful practices of category management implementation are

¥ According to the information gathered from expert interview.
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experienced in Baltic trade companies. Both biggest retailers like Rimi and Maxima as well as
the representatives of wholesale companies, distributers of world well known products like
Unilever, Danon, and Wrigley etc. approved that they regularly implement category

management practices in their interaction process.”

Chapter summary

The aim of first chapter is to present the theoretical background for the process of
interaction between trade enterprises. The chapter presents the information about the classic
management tools available for the managers of trade enterprises, the tools that lead to
improvement of interaction processes between trade enterprises. The improvement of
interaction process in its turn helps the enterprise to enhance the performance of the company.
The management tools applicable in trade enterprise like retail and wholesale trade companies
are of the most interest within the held research. The role of wholesale companies within the
Baltic States appeared to be already not so important as a couple of years ago. In order to keep
and develop the position on the consumer market today it is very important for trade
enterprise to develop the company’s competitiveness.

Within the first chapter the discussion is held about recent trends in management sciences
and principles of modern management tools used by executives of enterprises in order to
enhance the performance of enterprise. Within the discussion the author pays a special
attention to Category management approach as a most important management tool for trade
enterprises.

The special attention of author takes the Total Quality Management. While some of the
researches recognize the TQM as one of management tools the author considers that TQM
should be perceived as more than simply a management tool. TQM approach combined most
of the characters presented in most popular management tools and contains also some
additional features. The most important peculiarity of TQM is continuous improvement as a
result of focus on quality. The author sees three basic directions of TQM features: strategy
generation, continuous improvement and performance measurement via cost minimization
and process optimization and finally focus on customer and performance enhancement via
customer satisfaction. The author concludes that the usage of TQM concept should be used as

a primary philosophy for the creation of management policy of the enterprise. The manager

* Author personal conclusions from the interviews with companies representatives during the
participation in ECR Baltic Forum 2011.
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should choose the most successful combination of management tools following the TQM

concepts.

Category Management tool in its turn is one of the most popular tools within the
executives of trade enterprises and there exist different perceptions of this tool by researches.
The Category management perspective is analysed as one of the important tools used in
during the interaction process between trade organizations. Concluding the theoretical
perspective of the modern researches the author defines the functions of Category
management in the process of administration of trade enterprise an important management
tool for implementation within the Business Management Process between trade enterprises.
Category management is an effective management tool for implementation during the
fulfilment stage of business action model, that create a practical collaboration, which result
that wholesaler and retailer has a common goal — customer satisfaction that lead to the
increase in income and turnover due to higher sales volume. As a result of implementation in
a fulfilment business process stage within the interaction process between wholesaler and
retailer Category management process helps to create a competitive advantage, improve the

inventory turnover and plan the purchasing and sales volume of the products.
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2 TRADE ENTERPRISE PERFORMANCE IN CHANGING MARKET
CONDITIONS

2.1 The analyses of trade enterprise performance operating in retail industry

Grocery retailing

The object of the performed research is — wholesale and retail trade organizations in
Latvia. Trade organizations are enterprises that are operating in trade industry. Economic
sciences usually describe the trade industry as segment of economics or type of business
activity characterized by the following objects:

e Sales and purchases of goods and services

e Storage of goods and warehousing

e Process of preparation for sales

e Customer service within the process of sales
e Delivery of goods to customer

In accordance with the interpretation of the Terminology commission of Latvian
Academy of Sciences trade is classified as a sector of national economy (wholesale and retail
sector of G category economics according to international classification standards) that ensure
change of goods and goods movement from seller to buyer ( Latvian Academy of Sciences,
2000).

According to Euromonitor International data analysis (GMYD database) the Gross
Domestic Product (GDP) from wholesale and Retail trade generates 10% of GDP in Western
Europe and 14% of GDP in Eastern Europe countries. The dynamics of change of share of
GDP from trade as a percentage from total GDP in Eastern and Western Europe and

separately in each Baltic country is presented in Figure 2-1 below.
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Figure 2-1: GDP from trade, as a % from total GDP, Europe, 2005-2011
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Source: the data summarised and calculated by author based on statistics gathered

from GMYD Database, Euromonitor International from national statistics.

The Baltic countries generate about 3% of the Eastern Europe GDP and 0.13% of World

GDP. Wholesale and Retail almost equally takes the half of GDP from trade operations in all

three Baltic countries. The percentage of GDP from Retail for each country is presented in
Table 1-1below.

Table 2-1: Share of GDP from Retail Trade as a % from GDP from trade, Baltic
States, 2005-2011

Geographies 2005 2006 2007 2008 2009 2010 2011
Estonia 38 40 41 41 41 41 42
Latvia 40 38 a7 44 48 51 52
Lithuania 49 49 48 48 50 45 44

Source: author prepared table, data summarised and calculated by author based on

statistics gathered from GMYD Database.

In the year 2010 the world retail turnover calculated more then 8,7 billion EUR>, 32%

of which was generated in Europe, however only 5% in Eastern Europe. Figure 2-2 shows

more detailed distribution of retail turnover according to geographic location.

5 8,7 billion EUR as 8.7*10* EUR, GMID
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Figure 2-2: Distribution of Retail Turnover in the world according to geography
Source: author prepared figure

15% of the world retail turnover makes TOP 20 retailer, presented in Figure 2-3

20.0 120.0 220.0 320.0

Wal-Mart Stores Inc (USA)

Carrefour SA (France)

Tesco Plc (GB)

Seven & | Holdings Co, Ltd (Japen)
Schwarz Beteiligungs GmbH (Lidl, Germany)
CVS Caremark Inc (USA)

Walgreen Co (USA)

Costco Wholesale Corp (USA)

Target Corp (USA)

Aldi Group (Germany)

Kroger Co (USA)

Auchan Group SA (France)

Royal Ahold NV (Netherlands)

Rewe Group (Germany)

Home Depot Inc, (USA)

Edeka Zentrale AG & Co KG (Germany)
AEON Group (Japen)

Metro AG (Germany)

Best Buy Co Inc (USA)

Sears Holdings Corp (USA)

Figure 2-3: The world biggest Retailers — TOP 20 retailers turnover in the world,
2010, € mn.
Source: author prepared figure
Nine of the top companies are based in United States of America. Wall-Mart Stores
with the revenues of more than 300 thousands millions € rules the world’s largest
corporations TOP 500 for the second year in a row (Fortune Global Europe Edition, 2009,
2010).
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Wide international presence and low price positioning boost sales Several major global
grocery retailers, such as Auchan, Carrefour, Tesco and Wal-Mart, saw sales growth largely
driven by expansion in emerging markets. Retailers with a discount or a strong value-
orientated positioning feature are among the fastest growing retailers, with the presence of the
two largest European discounters, Aldi and Schwarz, and the largest discounter in the US,
Supervalu. The sharp downturn in the global economy in 2008 and 2009 favoured these
retailers at the expense of those with a mid-market or premium price positioning.

Beside the Non-Grocery retailers strong growth in the end of the first decade of XXI
sensory is typical for pharmacies/ drugstores and internet retailers. The fastest growth rate
was recorded by Amazon, which grew organically, as well as through acquisitions, benefiting
from the rapid expansion of internet retailing and an aggressive pricing strategy backed by
efficient operations. The two largest US-based pharmacy/drugstore retailers, CVS Caremark
and Walgreen, also saw strong sales growth, as they benefited from the positive impact of an
ageing population. The acquisition by CVS Corp of the pharmacy benefits manager Caremark
in 2007 also contributed to make CVS Caremark the second largest growing retailer behind
Wal-Mart over the 2005-2010 period. (Euromonitor International, 2010, November)

The structure of retailing industry traditionally is divided into three basic directions, as

it is presented at the Figure 2-4 :

Retailing

Grocery Retailing Non-Grocery Retailing Non-Store Retailing

Figure 2-4: Divisions in Retailing
Source: the division proposed by Euromonitor International, September 2009
However Non-Store retailing counts only for 6% of the retail industry, so the major part
of revenues comes from Grocery and Non-Grocery Retailing. Between 2003 and 2008,
grocery drove value growth in store-based retailing. Although from a comparatively low base
(grocery accounted for 45% of store-based retail value sales, versus 55% for non-grocery),
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grocery retailing saw value sales increase by a CAGR of 8%, compared with 7% for non-
grocery retailing. (Euromonitor International, 2009, September)

Grocery retailing has benefited in recent years from a coming together of long-held
strategies (globalisation, changing product mix, private label) and a short-term boost: rising
consumer spending. The latter point has come into stark importance as a result of the
beginning of the credit crunch and the effects of the fallout from it on a global scale.

If grocery’s strong historic growth was underpinned to a large degree by rising
consumer spending and strategies to increase non-grocery product ranges, then the credit
crunch could be the start of a slower period of development. However, by the same token, it
can be seen as providing grocers with support for their longer term growth, forcing consumers
to spend more through them and eroding the market shares of weak specialist chains.

Annual disposable incomes have risen steadily for a number of years, leaving
consumers with more money to spend in retailers’ stores. Between 2003 and 2008, annual
disposable incomes rose by a CAGR of 15% in Eastern Europe, while even in North America,
where growth was slowest, the rate was 5%.

As consumers’ levels of disposable income have grown, grocery retailers have
benefited. Sales have been boosted as people seek out higher quality versions of products,
which cost more, while manufacturers’ attempts to drive their own sales through the addition
of value-added items to their ranges have also helped grocers. Between July and August 2007
and August/September 2008 grocers’ sales growth was also aided by rising commodity prices,
which drove a period of “agriflation”. Figure 2-5 presents the dynamics of rivalry between

grocery and non-grocery retailing. (Euromonitor International, 2009, September)
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Figure 2-5: Grocery Retailing Drives Total Retailing
Source: Grocery Retailing versus Total Retail Industry (Euromonitor International,
2009, September.
It is visible in Figure 2-5 that starting from year 2003 and till the period of recession in
2008-2009 the constant growth was typical both for grocery and non-grocery industry driving
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the Total Retailing growth. The decrease of growth in grocery retailing became twice smaller
and counts for only 2% starting already from year 2009 and will keep similar trend at least up
to year 2013. The decline of growth could be even more visible; however, the real bonus of
rising disposable incomes has come for grocery retailers that have pushed into stocking non-
grocery products. Utilising the same business model for non-grocery as they do for food,
which has meant adherence to low margins to help drive higher volume sales, grocery
retailers have increased their share of overall retailing in a number of regions.

Globalization in Retail industry

Although grocers have been expanding abroad in recent years, the importance of their
home markets to their overall sales position is clear. Of the leading 10 store-based grocery
retailers, only three of them generate more sales abroad than they do in their home markets:
Ahold (77% of sales occur outside the Netherlands), Auchan (67% outside France) and
Carrefour (53% outside France). Strength at home, therefore, is key for expansion abroad. The
likes of Wal-Mart and Tesco utilise the profits generated in the US and UK, respectively ,to
fund acquisitions or the building of new stores abroad (Euromonitor International, 20009,
September).

As a result, remaining strong at home is becoming almost as important as expanding
abroad, as without the former, the latter becomes increasingly difficult to fund. During 2008,
questions have arisen about the strength of Carrefour’s and Tesco’s positions in their home
market, with suggestions that both were losing share to competitors. The effect of this has
been that both have been pushed towards cutting prices, which could have the effect of
eroding margins and affecting incomes. While Tesco showed that this was not the case in its
full year results for its 2008/2009 financial year, the concern caused many to wonder whether
it may have to cut its investments abroad, just at a time when competition was increasing in a
number of its foreign markets.

Grocery retailers’ expansion has not just been global in nature. Some have decided to
expand regionally, using knowledge about neighbouring markets to enter further countries in
an attempt to leverage localised understanding of retail to drive growth. Figure 2-6 shows the

level of globalization within the major retailers of the world.
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Figure 2-6: Expansion of Retailers to Foreign Markets

Source: Grocery Retailing versus Total Retail Industry (Euromonitor International,
2009, September.

It is important to point out that exactly these biggest retailers — global corporations like
Ahold who operates with more than 75% sales overseas, Auchan with its almost 70%
overseas sales enormously influence the form of management processes in retail companies in
a separate countries. France-based Casino® and Germany-based Rewe are very similar
companies in a number of ways: Western European based, both account for about 1% of
global store-based grocery retail value sales and have a similar share of sales accounted for by
their home market (about 70%) versus their operations overseas.

However, the two companies have developed very different strategies concerning
expansion. Casino has grown globally, expanding into Latin America, Africa and Asia-

Pacific, while Rewe has a taken a more regional approach, growing country-by-country from

® The Casino Group is one of the world's leading food retailers. €29.1 billion euros in consolidated net
sales 11,663 stores worldwide, of which 9,461 in France 7.5 million sg.m of sales surface 230,000 employees
worldwide. At the international level, Casino has chosen to focus its efforts on emerging countries with high
growth potential, primarily in South America and Southeast Asia where its subsidiaries are industry leaders and
firmly anchored in their communities. According to the information on official web site, get on 08.02.2012.

http://www.groupe-casino.fr/en/Vision-and-Strategy.html
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its home market in Germany into neighbouring markets in Western Europe before entering
Eastern Europe.

It appears, therefore, that retailers’ expansion strategies depend as much on their
management team as anything else, with very different approaches leading to a similar level
of sales globally. The only difference may come in the pace of expansion, with Rewe
expanding quicker than Casino at the moment. The knowledge and understanding built up in
regionally close countries can enable a company to expand more quickly, rather than trying to
grow globally and attempting to utilise knowledge about very disparate countries.

According to Euromonitor International forecasts by the end of the forecast period
Years 2013, store-based grocery retailing is set to be worth more US$5 billion (3.14 €,
exchange rate 1.59) following annual growth of 2%. Although the economic downturn is
likely to hit growth rates to a degree, the overall trends towards further growth are expected to
continue in the longer term.

Consumers have to eat, which will continue to support growth within the majority of
channels, although it may not benefit the continued, large-scale expansion within
hypermarkets, especially in Eastern Europe. While people do have to eat, they clearly do not
have to eat ever more expensive versions of what they have purchased before, and so a
slowing in the amount of upgrading to premium offerings will affect overall growth rates.

Clearly, the rise of discounters and trading down in the short term are likely also to
affect growth rates within grocery retailing, but whether these trends remain after the
downturn is moot. During previous economic downturns, “apocalyptic” statements about
consumer spending have been uttered by people within retailing, but have clearly not been
borne out. While consumers in Western markets may need to reduce debt, this could be offset
by rising spending elsewhere. As such, while the outlook may be negative at the present time,
the future may not bring about the gloomy reality that some are predicting.

Grocery Retail of Eastern Europe

Latvia as all Baltic countries belongs to Eastern Europe region and is influenced by
trends in Retailing of Eastern Europe. Eastern Europe is defined here to consist of 22
countries. They include Albania, Belarus, Bosnia-Herzegovina, Bulgaria, Croatia, the Czech
Republic, Estonia, Georgia, Hungary, Kosovo, Latvia, Lithuania, Macedonia, Moldova,
Poland, Romania, Russia, Serbia, Montenegro, Slovakia, Slovenia, and Ukraine (Passport
Gmid, 2012). Eastern Europe — Modern Channels Account for 60% of Growth. Eastern
Europe was the fastest growing region for grocery retailing in current value terms between
2003 and 2008, advancing by 140% in total (Euromonitor International, 2009, September).
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The proximity of the region, consumers’ rising spending power and the availability of
comparatively cheap land has seen a number of Western European retailers expand quickly
and to a large degree, bringing with them store formats that work in their home markets.

The top five operators of hypermarkets and three of the top five supermarket companies
in emerging region’s retail landscape. Discounters (CAGR of 34% in current value terms) and
hypermarkets (26%) were the fastest growing channels, with the former supported by growth
within Russia, while the latter advanced in a number of markets (Euromonitor International,
2009, September).

The importance of the Russian market to growth in Eastern Europe overall is
substantial, as it accounted for 72% of value sales added within the region between 2003 and
2008. The emergence of the country as a viable and exciting market for retailers has seen it
become one that all global grocery retailers want to become involved in (Euromonitor
International, 2009, September).

By contrast to the rest of the region, which is dominated by the likes of Carrefour,
Tesco, Aldi and Schwarz Beteiligungs (Lidl), Russia remains firmly in the hands of locally-
based companies. Global retailers have been deterred from investing in the market so far, due
to the difficult business environment and the relative lack of opportunities to invest at the
“right” price. (Euromonitor International, 2009, September)

The fallout from the credit crunch, which has hampered expansion for Russia-based
companies, may provide such an opportunity. Figure 2-7 presents the structure of retail
grocery according to kind of retail chain operations. Almost one third of the market belongs to
Supermarkets 29%. Hypermarkets counts for 16% of total value sales of retail in Eastern
Europe region. Discounters became more and more popular and counts for 13% of value

share. Thus these tree major channels generates 58% of retail turnover.
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Figure 2-7: Share of total value sales growth by channel for the region between
2003 and 2008.

Source: Euromonitor International report, September, 2009

Hipermarkets popularity becomes more and more obvious. Still the standard
supermarket format remains the biggest and counts for almost third part of sales. The market
of independent small grocers still stay of a level of 22% on average in observed by
Euromonitor international Eastern Europe countries (Euromonitor International, 2009,
September).

Structure of Retail Industry in Baltics

There countries Latvia, Estonia and Lithuania are called further as Baltic States. Over
the last decade the Baltic States have seen a rapid development of their retail grocery sector.
Starting in the 1990s from a Soviet trading system in which, for instance, supermarkets did
not exist, all three countries are now served by a mix of modern retail formats —
hypermarkets, supermarkets, convenience and discount stores — as well as traditional open
markets (Vanags & Chandler, 2006).

The sustainable growth of economic indexes is typical for Baltic countries during first
decade of XXI century. Figure 2-8 shows the speedy growth of retail trade turnover in Baltic
States till the period of fallout. The figure highlights also the difference of turnover volume in
min of EUR between the countries and dynamics of changes over the second part of first

decade of the XXI century.
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Figure 2-8: Retail trade turnover, Baltic States, min EUR, 2005-2011

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

Beside the retail Industry the highest economic growth rate is typical for Latvia. Steady
growth in retail industry continued up to economic fallout. During the last years the retail
companies were growing very fast. The steady growth of retail turnover was typical from
2005 till the period of economic recession in 2008. After stable period of growth the retail
trade turnover dropped by 15% in Estonia, by 20% in Lithuania. Latvia faced the biggest drop
in retail sales volume of 23% and continued to fall also in year 2010 when reached the lowest
rate within analysed period of 3,4 min of EUR (GMYD database). The decrease of turnover in
2010 was typical only for Latvia and Lithuania while Estonia faced already a slight increase

of 5% in 2010. Year 2011 brought increase of turnover already for all three Baltic countries.

The retailing also could be divided in store retailing and non-store based retailing. Non -
store based retailing counts slightly more than 1.5% from total retail turnover that is less than
average world 6% rate and is insignificant. The highest store based retail turnover in the first

decade of XXI century was in Lithuania and counts for 6.2 billion €.

There were developed supermarket chains that used to satisfy the consumer needs. Most
of the retail companies starting business in one of the Baltic countries constantly broader the
distribution chain. They were opening one by other new shops in their own country as well as

in the neighbour countries.

Latvia
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As the author previously mentioned the Retail trade in Latvia generates about 46% of
GDP from trade. The retail industry turnover of Latvia in the year 2010 was about 3 500 min
€. Non-Store retailing counts only 1.5%-1.8% according to Euromonitor data, however
analysing the data provided by Central Statistical Bureau of Latvia the author found
difference in calculations. Figure 2-9 shows that it was a delicate grows in non-store retailing.
The growth of non-store retailing can be explained by common development of sales via

internet.

3 000 000
2 000 000

1 000 000

2010

Non-store turnover  [@Non- grocery turnover  [@Grocery turnover

Figure 2-9: The structure of Retail Turnover in Latvia, min EUR, 2005-2010

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

The distribution of percentage of sales between grocery and non-grocery turnover
changed slightly within analysed 5 years. The highest 56% part in year 2005 declined over
time and reached again the 57% in the year 2009. In order to attract more consumers and
boost sales, grocery retailers started to offer more and more non-grocery goods in their stores,
such as clothing, cosmetics, home and garden goods, electrical appliances, etc. Non- grocery
retailers, especially leading home and garden specialist retailers, also installed shelves with
food and beverages in their stores, so the distinct boundary between grocery and non-grocery
channels is gradually fading. In addition, in 2009 and 2010, due to the appearance of fixed
price stores, there was a breakthrough in the number of mixed retailers in Latvia. The growing
number and popularity of shopping centres also leads to gradual centralisation and
concentration of retail sales in urban areas, especially Riga and the surrounding district

(Euromonitor International, 2011, January)

71



However during the economic crises the most crucial decline of turnover was particular
for non-grocery products resulted in increase in grocery part in total retail turnover. The part
of non-grocery sales dropped under 40% in the year 2010. The distribution between grocery

and non-grocery turnover is shown on Figure 2-10.
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Figure 2-10: Share of Grocery Turnover %, Latvia

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

However both grocery and non-grocery sales dropped dramatically after the fall out.
While grocery turnover declined by 22% in the year 2010 in comparison to 2008, the decline
in non-grocery retail sector at the same period of time was almost 50% and dropped under the
level of the year 2005. The dinamics of retail turnover during last years in Latvia is presented
at Figure 2-11.
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Figure 2-11: Retail Turnover in Latvia, thousands EUR, 2005-2010

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

Sales of non-grocery retailers suffered much more as the majority of the goods they sell
are not staples, so purchases of these during times of crisis were either cancelled or delayed.
Sales of clothing and footwear specialist retailers dropped by -29% in 2009 and -18% in 2010
and the majority of these players admit there was no other way to attract consumers’ attention
and stimulate sales than to offer considerable discounts and up to 75% off. Many closed some
of their stores as sales turnover did not always justify expensive rent in shopping centres.
(Euromonitor International, 2011, January). Also according to author calculations if to
compare the retail turnover changes by years we can conclude that the turnover per inhabitant
was the highest in 2008 and counted for 2 346 LVL per inhabitant per year and dropped to
1568 LVL in year 2010.

Within recent years grocery retailing has benefited from a coming together of long-held
strategies (globalisation, changing product mix, private label) and a short-term enhancement:
rising consumer spending. The latter point has come into stark importance as a result of the
beginning of the credit crunch and the effects of the fallout from it on a global scale.

If grocery’s strong historic growth was underpinned to a large degree by rising
consumer spending and strategies to increase non-grocery product ranges, then the credit
crunch could be the start of a slower period of development. However, by the same token, it
can be seen as providing grocers with support for their longer term growth, forcing consumers

to spend more through them and eroding the market shares of weak specialist chains.
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In 2010, after a considerable -18% shrink of GDP in 2009, the Latvian economy
showed the first signs of stabilisation. However, due to high unemployment, which was close
to 20% at the beginning of 2010, purchasing power of consumers still remained low. As a
result, the majority of consumers controlled their spending carefully and tried to avoid
unnecessary spending and impulse purchases. As a result, sales of grocery retailers continued
declining in 2010. Nevertheless, it performed much better in comparison to the - 17% decline
in non-grocery retailing, due to selling mainly staples which are purchased on a regular basis

even in times of crisis (Euromonitor International, 2011, January).

Characteristics of retail companies and shops

It is registered a little bit more than 13,5 thousand retail enterprises in Latvia in year
2009 according to data provided by Central Statistical Bureau of Latvia. However beside
rather big number of companies in retail industry only 10% of them have more than 10
employees. More than 12 thousands of these registered companies in retail business have up

to 9 employees. The detailed percentage is presented at Figure 2-12.
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Figure 2-12: Number of companies according to number of employees

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

On the other hand analysing the distribution of turnover beside the retail companies
according to number of employees it is obvious that more than 66% of turnover is generated
by companies with more than 50 employees. 10% of companies with the number of worker
more than 9 generate 84% of turnover. And 90% of companies with the number of workers up
to 9 generate only 16% of total retail turnover. Details by each of groups are visible at Figure
2-13.
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Figure 2-13: Retail turnover according to number of employees
Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.
Beside registered more than 13 thousand companies only 22% are operating in grocery
retail in the year 2009 while other 78% of companies are working in non-grocery sector. At
the same time these 22% of companies employ 42% of employees in retail industry and only

58% of employees are employed by 78% of companies.

Figure 2-14 shows the data about number of employees working in retail industry. In
the year 2009 the number of employees working in grocery retail decreased by 13,5% in
comparison to year 2005 and counted for 3.4% of registered economically active inhabitants

of the state.
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Figure 2-14: Dynamics of change of number of employees in industry, Latvia,
2005-2009
Source: The data summarized and calculated by author based on statistics gathered

from GMID and CSB.
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Share of employees working in grocery industry counted for 44% in year 2009 later
dropped to 41% in increased slightly to 42% in year 2009. Employees working in non-grocery

industry accordingly have a share of 58%.

The beginning of XXI century was the period while many trade enterprises faced a rapid
growth. According to data of Central Statistical Bureau of Latvia the number of stores in
Latvia in the year 2007 increased by 70% from the year 1997 and reached it’s maximum of
17221 stores. However fallout influenced the operations of stores and in 2008 already was a
decrease almost 7%. In addition there were operating in retail more than 4,5 thousands stand

and kiosks in a year 2008.

Number of stores per 10 000 inhabitant almost doubled and was above the level of 100

stores per inhabitant in the beginning of XXI century.
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Figure 2-15: Number of retail points on 10 000 inhabitants, Latvia, 1997-2008
Source: The author prepared graph based on Central Statistical Bureau of Latvia data
However it is important to point out that the division between food and non-food stores
has a rapid change within this period. While stands and kiosks varied from 22 to 38% from all
retail points and its number did not exceed 27% after the year 2007, the distribution between

food store and non-food stores changed dramatically.

Figure 2-16 shows the redistribution of % between food and non-food stores during 10

years till the year 2008 in percentage of stores.
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Figure 2-16: redistribution of % between food and non-food stores

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

Thus dramatic decrease from 53% in last century to 28% in the year 2008 could be
explained by total globalization process in retail industry and the development of retail chains.
This process changed also from average of 90-100 square meters of sales area to 177 in the
year 2008.
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Figure 2-17: Sales area in m2 per retail point, Latvia, 1997-2008
Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.
The increase of number of stores between Non-food stores is typical for different sales
areas. While increase in small shops with sales area less than 50 m2 was only about 6% and
66% for the non-food stores with area 50 - 400 m2 at the same time increase in number of

shops with sales area of 400-999 m2 and more than 1000 m2 in accordingly enlarged by
77



267% and 371%. And reached almost 959 shops with area more than 400 m2 in comparison
to only 238 in the year 1999. Figure 2-18 shows the number of shops according to size of
sales area. The shops with sales area more than 400 m2 are presented for convenience using
the secondary axes and designed with dashed line that helps show the visible trend of growth

of big shops and decline beside the shops with small sales area.
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Figure 2-18: Number of grocery shops according to sales area, 1999-2008

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

Changes beside grocery shops and mixed shops were even more visible. While increase
of shops with area more than 400 m2 and 1000 m2 counted more than 300%, there were no
any visible change (growth of 3%) beside number of shops with sales area 50 - 400 m2 and a
dramatic decrease of 60% was beside the shops with sales area up to 50 m2, from 3474 shops
in the year 1999 to only 1383 in the year 2008. The change in number of shops according to
area of sales premises for non-grocery shops is show at the Figure 2-19 similarly as at the
previous figure; shops with sales area more than 400 m2 are presented on a secondary axis in

dashed stile in order to highlight the visibility of trends.
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Figure 2-19: Number of non - grocery shops according to sales area, 1999-2008

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

In the year 2010 more than 80% of retail grocery turnover was generated by retail
chains. The distribution of turnover between the major players on the market is shown at
appendix 7. Almost 50% of turnover belongs to two companies. Maxima Latvija SIA runs
several hypermarkets, supermarkets and numerous convenience stores and belongs to
Lithuanian company UAB Maxima Groupe. Rimi Latvia SIA operates a network of
hypermarkets, supermarkets and discounters and belongs to Netherlands concern Royal Ahold
NV. Both companies led grocery retailing in 2010 with almost equal value shares of 24%
each. Both companies have national outlet coverage and operate through several retail
channels. Dominance and mutual rivalry between these two players has been a tradition since
2001, the remaining players have been left far behind, trying to protect their review period
positions from the increasing influence of the grocery retailing leaders. Rimi and Maxima

stores offer a very wide product range and run consumer loyalty programmes.

The other half of the market that counts for 51,8% of retail grocery market are
distributed beside other 10 brands and independent shops. Independent shops took 40% of
retail market in year 2005. This share reduced up to 17.7% according to statistics of 2010.
Beside independent shops and two biggest retail chains 10 brands presented in divide the

other part of retail market.
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Figure 2-20: enterprise share on retail market of Latvia except two biggest players
Rimi and Maxima
Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.
International retail chains like IKI supermarkets and Cento discount shops that came on
the retail of Latvia as Lithuanian company in summer 2005, however later in the year 2008
were acquired by The European Alliance of Independent Retailers Coopernic. In 2009 this
retail chain gained also local chain Nelda shops that generated 90 thousands EUR turnover in
the previous year. Acquisition of Nelda shops helped to increase the retail chain share from
1% to 5%.

Finish concern Stockman group opened its department store in the canter capital of
Latvia Riga in the year 2003 and takes almost 2% of the market. Sky Baltija supermarket
chain that belongs to American company Orla Media LLC and British Wingate, operates with
4 shops and takes 1.3% . Together these international companies get almost 56% of Latvian

market.

Share of domestic retailers is very insignificant as all core players in grocery retailing
are local subsidiaries of international players. Among the largest local players are Baltstor
SIA with its brands Mego and Vesko and Zemnieciba SIA with a network of Beta
convenience stores. The companies accounted for 4,6 % and 1% respectively, of grocery

retailing value in 2010. (Euromonitor International, 2011, January).

However while Beta shops are really Latvian origin shop chain with 41 small shops
mostly located in Riga. From mentioned 4,6 % of market share of Balstor only supermarket
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chain with brand Mego with 50 min EUR yearly turnover and 2,3% market share should be
taken into account. The shops operating with brand Vesko do not belong to company but

entered in commercial cooperation union.

There is no purposeful government support to traditional grocery retailing, so players
apply different strategies to attract consumers themselves. Modern grocery retailers are much
more prevalent in Latvia. In 2010 traditional grocery retailers, which includes independent
small grocers, food/drink/tobacco specialists and other grocery retailers, accounted for just

6% of total sales of grocery retailers. (Euromonitor International, 2011, January).

In order to resist increasing competition from hypermarkets, supermarkets and
discounters, small grocery retailers unite in trade co-operations. Trade co-operations give the
partners several advantages: united recognised branding, united logistic system, marketing
and advertising activities, a website with all addresses listed and financial support in case of
temporary pressure for money. Latvia is the country where in one time in parallel operates so
big number of different co-operations. Mego in addition to its 57 own supermarkets
organized cooperation and jointed more than 370 small shops under the brand Vesko. The co-
operation of Latvian retailers AIBE jointed independent retailers in union starting from the
year 1999. In year 2007 some of the shops divorced and organized independent co-operation

under the brand Latts operated by Latvijas Tirgotaju Savieniba SIA.

lepirkumu grupa SIA also organized co-operation beside 16 companies and joined 141
shops under brand TOP! with market share 4.5% in 2010. In 2010, Elvi Grupa SIA faced
insolvency and, to run its network of Elvi supermarkets, another company was created -
Partikas Tirdzniecibas Apvieniba SIA. This new company operates now on a franchise basis

convenience stores under the Elvi brand name with 4,7 % market share.
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Figure 2-21: Grocery market division between market players (biside market
leaders (Rimi and Maxima)

Source: The data summarized and calculated by author based on statistics gathered
from GMID and CSB.

Totally there are 5 main groups that are combined on co-operation principle and unite
small retailers. Together they divide 23,4 % of turnover between 500 different legal
companies with almost 1500 shops. In comparison in the other Baltic country Lithuania there
is only one co-operation of retailers AIBE that unites about 200 Legal persons and 500 shops.
Such concentration helps the cooperation to achieve more effective results in procurement
strategy. Due to the competition independent small grocers will continue shrinking over the
years 2011-2013 according to Euromonitor forecast (Euromonitor International, 2011,

January).

Wholesale companies operating in trade industry is the main supply chain of products
for Grocery retail market. In an interview, a senior employee in a major retail chain estimated
that more than 70% of the suppliers of major Latvian retail chains are categorized as Latvian
SMEs generating less than 50% of the retailer’s total turnover, and less than 10% are
categorized as international and/or global brands that provide more than 50% of turnover (Fel,

The impact of efficient consumer response (ECR) on suppliers to retail in Latvia, 2008). More
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than 85%’ of goods in grocery retail retailer bye from local suppliers producers of wholesalers

of goods.

2.2 The analyses of trade enterprise performance operating in wholesale industry

Wholesale in world and in Baltics’

The author did not find any sufficient data to see the general structure of development
of wholesale industry in total in a world. The data available about some of the countries were
used for the analysis. On average about 4 to 10% generates GDP from wholesale trade from
total GDP of the state. The detailed data can be found in Appendix 8. All three Baltic
countries have on average the same percentage like other European countries. In 2005 Latvia
has the highest percentage of 9% between Baltic countries while Estonia and Lithuania had
only 7%. However later in year 2010 this figure decreased already to 6%. Japan has the
highest wholesale share of 10% within the analysed countries. At the same time developed
European countries like France and United Kingdom only 4% of GDP generated by wholesale
trade.

By usage of data presented in Eurostat it is possible to analyse wholesale turnover of
Baltic countries. The table 4-7 in appendix 9 presents the wholesale turnover in Baltic
countries. Wholesales activities generate almost 70% of turnover of trade industry in total.
This percentage differs in Baltic countries, while Estonia has the same share of 68% as on
average in EU countries, Lithuania has the lowest 62%. This difference can be explained by
very developed retail market of Lithuania that minimizes the share of wholesale in trade
turnover. At the same time Estonia has the biggest difference of food and beverage wholesale
turnover of 12% in comparison to 17% on average in all EU countries. More detailed data is
presented in appendixes.

Traditionally wholesale market is divided into three main directions according to Figure
2-22.

" According to the interview with Maxima and Rimi employees about 75% is purchased from local suppliers.
Some of other retailers have up to 5% of imported goods. According to authors calculations not less than 85%

taking into account each retailer market share is purchased from local suppliers.
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Figure 2-22: Wholesale market directions
Source: Author prepared figure based on information presented in Euromonitor report
and analyses of Latvian market..
As it is obvious from Table 2-2, most of the turnover generates delivered wholesale.
Other wholesale types like agents sales data is presented in Eurostat data and counts 4% from
total wholesale in Estonia, only 2% in Latvia and 1% in Lithuania.

Table 2-2: Wholesale turnover by direction

Share of Cash&Carry and other non-delivered wholesale turnover in total
wholesale turnover €min.

2008 Wholesale on a |2008 Cash and
2008 Wholesale trade| fee or contract basis Carry
Estonia 11 443.0 436.3 0.07
Latvia 13 760.6 257.1 2.28
Lithuania 15 642.8 111.4 414.53

Source: GMYD, Eurostat, trade association.

Cash & Carry is relatively new concept in trade. The Cash and Carry format is believed
to have been invented in the UK in 1958 by Lawrence Batley OBE. Batleys is still a leading
UK Cash and Carry chain. Within a year, the Cash and Carry concept had extended to
Germany, with the opening of the first SELGROS store in 1959, the first Metro outlet in 1964
and the first FEGRO Cash and Carry in 1966. Metro entered a partnership with Dutch
commodities wholesaler Steenkolen Handels-Vereeniging (SHV) resulting in its first store
abroad, opening under the name of Makro in The Netherlands in 1968. Since the partnership
disbanded in 1998, SHV has operated the Makro brand in Latin America and Asia Pacific,
while in Europe it is owned by Metro. Metro, Makro and FEGRO/SELGROS are the biggest
international Cash and Carry chains to this day. The majority of other chains cover only a
single national market. (Euromonitor International, 2010, December)

Nevertheless the Cash and Carry format is very popular kind of wholesale in Europe it
is very slow development of Cash & Carry in Baltic States. The most developed Cash &
Carry business is in Lithuania, where this direction counts already more than 400 min €
turnover and takes 2.65% of wholesale turnover. The cash and carry format in Lithuania was
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established in 1997 by American-Lithuanian joint venture Sanitex. For the moment there are
15 cash and carry outlets in Lithuania. This format is most attractive to small, traditional
retailers and foodservice providers. Cash and carry in Lithuania is positioned as wholesale
channel offering a range of food and non-food products at very competitive prices, in
convenient packages to large and small businesses, horeca players, organisations, institutions
and enterprises. The regular consumers also have a possibility to make purchaises, no matter
that it is a wholesaler. People usually like them, as they offer lower prices and the possibility
to buy products in bulk. In the year 2010 there was 10 Cash& Carry outlets that belongs to 2
companies, 9 belongs to Sanitex UAB and 5 outlets of Maxima LT UAB, also the biggest
retail operator in the country. The total turnover of these cash and carry outlets in the year
2010 was 366 mln €.

The first Cash & Carry outlets in Estonia were opened in 1990s. Cash and carry outlets
tend to be part of larger chains, such as the well-known Supernetto chain, which is owned by
Rimi Eesti Food AS. Furthermore, in Estonia, cash and carry is a popular channel for the
retailing of alcoholic drinks, as evidenced by the local alcohol producer, Liviko AS, which
sells a significant proportion of its output through a cash and carry warehouse. AS Kaupmees
& Ko Cash & Carry, Viinarannasta OU’s SuPerAlco Viinarannasta Cash & Carry, AS

Kanpol’s Cash and Carry, and Supernetto are among the leading cash and carry outlets
in Estonia. (Euromonitor International, 2011, January)

The cash-and-carry channel is not yet as developed in Latvia as it is in neighbouring
Lithuania (Maxima Baze) or Estonia (Supernetto cash-and-carry). Rimi Latvia SIA leading
retailer in Latvia opened the first and so far also the only Rimi Baze cash-and-carry in Riga,
in the Azur shopping centre in Autumn 2009. The store provides an opportunity to purchase
various goods in multipacks at cheap prices. Products sold by Rimi Baze are especially
attractive to consumers who rarely shop and tend to buy in big quantities and store at home.
Nevertheless the shop is only positioned as “cash-and-carry”, and in actual fact does not
support the cash-and-carry definition, as not only legal persons make purchases, but regular
consumers, can shop there. Thus this outlet can-not be really counted as a wholesales format.
The real Cash & Carry was opened in only Riga in spring, 2011 by Lithuanian wholesaler
Sanitex who have chosen the strategy of aggressive expansion of company’s Cash and Carry
business to Latvia. According to the interview with the company representatives it is planned
to open together 3 Cash & Carry till the end of 2011 and 3 more in the future period.

Due to insignificant share of agent’s wholesale and Cash and Carry wholesale part and

taking into account that more than 99% of the goods sold in retail business are delivered by
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usage of delivered wholesale direction the author further concentrates exactly on delivered
wholesale.

The structure of wholesale market in Latvia

There was continuous wholesale industry development in Latvia in the beginning of
XXI century. The turnover of wholesale companies tripled in comparison to the year 2000 and
reached its peak number in 2007.2 However the dynamics of last years is already not as bright
as the development of industry in the beginning of century.

Since the main suppliers for retail grocery industry are food and beverage product
wholesalers most of the interest in the analysis oriented exactly on this field of wholesale. As
it was already presented in part about retail industry dynamics almost 50% of the market is
divided between two basic retail chains Maxima and Rimi. Major part of the shops they
operate are with more than 400 m3 sales area and include in the standard assortment
household goods. This fact prompted the author to include in analysed data also figures about
wholesale of household goods.

It is registered a little bit more than 7,5 thousand wholesale enterprises in Latvia in year
2009 according to data provided by Central Statistical Bureau of Latvia. However beside
rather big number of companies about 21% are dealing with wholesale of household goods
and only 13% of companies are wholesalers of food, beverage and tobacco and are the main
suppliers for the grocery retail industry. Figure 2-23 shows the share of food and household

goods beside the total number of wholesale enterprises.
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Figure 2-23: Number of wholesale companies

Source: Author analyses of data, presented by Central Statistical Bureau of Latvia

8 According to the data of Central Statistical Bureau of Latvia wholesale turnover according to Nace 1.1

was 2,7 billion Lats and reached peak number of 9.3 billion in the year 2007.
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79% of registered wholesalers of food, beverage and tobacco products have 9 or less
employees. This present is even higher beside wholesalers of household goods and is equal to
84%. Within the total number of wholesale enterprises the number of companies with 9 and
less employees counts for 87% of all the registered enterprises. So the share of enterprises
with more than 9 employees is higher for the food, beverage and tobacco wholesalers in
comparison to average in wholesale industry. The distribution of number of wholesales
enterprises according to the number of employees is shown on Figure 2-24 and Figure 2-25.
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Figure 2-24: Number of wholesale companies, grocery®

Source: Author analyses of data, presented by Central Statistical Bureau of Latvia
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Figure 2-25: Number of wholesale companies, household goods
Source: Author analyses of data, presented by Central Statistical Bureau of Latvia
On the other hand analysing the distribution of turnover beside the wholesale companies
according to number of employees it is obvious that 87% of companies with the number of
workers 9 and less generate 31% of turnover, 24% of which are made by companies with 2 to
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9 employees. There is no one company beside wholesalers of food and household goods with
more than 250 number of employees.is generated by companies with more than 50
employees. In contrast to retail industry where major part of turnover is generated in
companies with high number of employees this difference between groups is divided more
evenly. The percentage of turnover share of 44% between companies with 50-249 employees
is higher for wholesalers of household goods in comparison to 38% for the same group for
food retailers. However both groups have higher share of turnover for this group neither
average 29% for the same group for the whole wholesale industry. Figure 2-26 shows the
differences for the distribution of turnover according to number of employees between

wholesalers of food stuff and household goods.

Food household goods
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10-19 ® 20-49 11%
11%
‘ M 50-249

Figure 2-26: Turnover share by number of employees; Grocery, household goods

Source: Author analyses of data, presented by Central Statistical Bureau of Latvia

It is necessary to point out - while on average in wholesale industry companies with the
number of workers 20 — 249 make only 49% percentage of total turnover. Within the food
stuff wholesalers such companies have definitely higher share of 63% of turnover.

Beside the registered companies in wholesale business 21 % are wholesalers of
household goods and only 13 % are operating in wholesale of food, beverages and tobacco.

Figure 2-27 shows the distribution of registered companies in wholesale industry.
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Figure 2-27: Number of companies registered in wholesale industry
Source: Author analyses of Year 2009 official data, presented by Central Statistical
Bureau of Latvia
Figure 2-28 in a comparison shows the number of employees occupied in industry.
While household industry occupies 20 % of workers in 21 % of companies.

H Other wholesale

B Wholesale of food,
beverages and tobacco

= Wholesale of household
goods

Figure 2-28: Number of employees in wholesale industry
Source: Author analyses of data, presented by Central Statistical Bureau of Latvia
There is shift in food wholesale where only 13 % of companies occupy 19 % of workers
of wholesale industry. This is explained by analyses showed already previously, it is higher
percentage of companies with big number of employees: 20-49 and 50-249 exactly in food
products wholesale. However looking on turnover share, presented in a Figure 2-29 we can

analyse the efficiency of one employee occupied in wholesale industry.
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Figure 2-29: Turnover share in wholesale industry

Source: Author analyses of data, presented by Central Statistical Bureau of Latvia

The proportion of number of employee’s occupied in industry almost fit with turnover
generated by industry. 19% of employees and 20% of turnover for food, beverage and tobacco
wholesale. And with a slight difference for household goods wholesalers 23% of employees
make 19%. Thus the efficiency of one employee in food industry according to the turnover is
higher in comparison to household wholesalers.

One employee working in household good wholesale company generates on average
166 thousands € of turnover, at the same time employee in food, beverage and tobacco 203
thousands €, that is also higher parameter than on average in all wholesale industry — 195
thousands € per year.” If to compare with the situation in other industries: the company with
the biggest turnover in 2009 Latvenergo had 630 thousands € of turnover per one employee.
In telecommunications industry: LMT — 403 and Tele 2 — 657 thousands € of turnover per
employee. Beside the biggest retailers: Rimi — 114 and Maxima 85 thousands € of turnover.

However it is necessary to take into consideration that beside food, beverage and
tobacco wholesales big share of turnover is generated by tobacco wholesalers that has very
high turnover per one employee. This turnover includes also excise duty. For example Philip
Moris Latvia SIA was the 32d company in TOP 500 companies in 2009 with total turnover of
100 ml € and turnover of 3.8 ml € per one employee.

Figure 2-30 presents the distribution of turnover of food, beverage and tobacco

according to product group. Tobacco takes 14%. However the percentage of non-specified

% Based on the 2009 year turnover data presented in CSB database
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products of 20% is rather high as well, this category may contain the products that contributes
to each of category. Most of wholesale companies have in assortment different product
groups. As an example some of the biggest suppliers to retail' like VVoldemars SIA, Eugesta

SIA, Sanitex Baltic Distribution and Logistics SIA — are specified under this group.

Dairy, eggs, oils and
fats
e

Fruits and vegetables
Coffee, tea, cocoa and

Non-specialised
wholesale of food,
beverages and
tobuco
spices

43, Sugar, chocolate
and con;‘e:ﬂonerv
Figure 2-30: Food wholesale turnover 2009 by product group.

Source: The data summarized and calculated by author based on statistics from CSB.
The total economic situation in Latvia linked also on the situation in wholesale industry.
The author already mentioned above that after the steady growth in the beginning of the
century when turnover of wholesale companies tripled in comparison to the year 2000 and
reached its peak number in 2007 the period of economy fall out influenced wholesale trade in
all directions. The Figure 2-31 presents the changes in turnover volume starting from the year
2005. For the visibility the total wholesale turnover*! is put by usage of secondary axis in a

dashed style.

1% The companies are mentioned as some of the biggest suppliers during the interview with , Maxima
Latvia” sia, ,,Latvijas tirgotaju kooperacija AIBE” un ,,Partikas Tirdzniecibas Apvienibas SIA” representatives.

1 Wholesale trade turnover except of motor vehicles and motorcycles, according to Nace_Rev.2 G46.
91



= Food,

1 600 000 8000 000 i)ek\).ferages and
1500000 - 7000 000 opaceo
1400000 - R *“ - 6000 000 Household
1 300 000 —o=== \\ oods
1 200 000 > n S - 5000 000 8
1100 000 4000 000
1000 000 /I/ i 3000000 - =~ Wholesale

900 000 ‘ |

200 000 [ el 2000 000 trade

700000 - 1000 000

600 000 : : : 0

2005 2006 2007 2008 2009

Source: The data summarized and calculated by author based on CSB statistics

Figure 2-31: wholesale turnover, thousands EUR , change dynamics by year, 2005-
2009

Source: The data summarized and calculated by author based on CSB statistics.

The decrease in both wholesale of food stuff and household goods on average are
similar to total diminishing trend of turnover in wholesales industry. Nevertheless in the year
2008 there was already a slight decrease in total wholesale turnover by 1%; both food,
beverage and tobacco wholesale and household goods wholesale still continued to grow
respectively by 3% and 9% in comparison to the year 2007.

The year 2009 brought the crucial decrease of turnover in industry. Food dropped by
24%, household goods by 25%. Other non-food wholesale activities were influenced more
intensively leading to the total wholesale industry fall by 35% in comparison to the previous
year turnover and the results of wholesale industry turnover 2009 dropped under the level of
the year 2005.

Retail versus wholesale

The major part of wholesale companies that are operating on the Latvian market where
developed during the intensive growth of industry in the beginning of the XXI century. The
wholesale companies developed together with intensive development of retail growth by
providing the retail industry with a broad assortment of goods and comfortable warehouse and
logistics services. Some of wholesalers were doing profitable business in fast moving food
industry by the way of operating with a limited goods assortment with the regular deliveries
to one partner only — supermarket chain.

It was enough to establish stable import of 10 — 15 different goods with interesting
price, to make an agreement with one of two biggest retail chains and get a stable turnover

and income by constant supply of goods up to 100 retail shops.
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However growth of retail, the enlargement of activities of retail companies within all the

Baltic States together with increase of consumption and fast stock turnover allowed the

retailers to develop direct purchases from producers and pushed retailers to develop own

import activities. Together with such development the role of wholesale companies began to

diminish. In additionally the fall out period pushed the industry down.

Figure 2-32 presents the trends between dynamics of change of turnover in retail

grocery industry turnover as a result of economics fall out in comparison with change in

wholesale of food, beverages and tobacco.
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Figure 2-32: Dynamics of turnover change: retail versus wholesale, Latvia, EUR,

2005-2009

Source: The data summarized and calculated by author based on CSB statistics.

A little bit different structure of change in number of companies operating in industry is

presented in Figure 2-33 below.
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Figure 2-33: Change of Number of companies in Retail versus Wholesale. Latvia,

2005-2009

Source: The data summarized and calculated by author based on CSB statistics.

Both grocery retail and wholesale of food and beverages and tobacco had a decline of

number of companies in industry by relatively 8% and 7% in the year 2009 in comparison to
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2005. There is peculiar steep decline of number of wholesale companies in the year 2007. By
analysing the historic reports for this period the author found that this peculiarity should be
explained not only because of the real activity in industry but also by additional factors.

According to the information provided by Lursoft'? it was resisted a record in year 2007
when it was eliminated 11,186 legal companies. Indeed, a high ratio is explained not by
business failures, but the Commercial Law, which came into force on 1 January 2001 and
which, required all limited liability companies and joint stock company re-registration. The
company, which failed to timely re-registration, was suspended, with de-registration and
liquidation. This was the reason for first wave of high liquidation of Latvian companies from
2002. In 2005 re-registration activities slowdown, at the same time finances has been
allocated to eliminate the Non-registered companies with no debt, therefore, the 2005 was
next sharp increase in elimination of legal companies. After numerous public comments, it
was decided that the State Revenue Service may be exempted from the tax debts of those
companies whose debt does not exceed five thousand. This decision led to the dismantling of
the remaining non-registered companies as of 2007, compared with 2006, and liquidated legal
subjects increased 3.4 times. (BNS, 2010)

However the liquidation of legal subjects because of bankruptcy still is very high also in
the year 2010. The number of liquidated legal companies during first nine month of 2010
reached 5520 and was almost as high all the 2009 figures when were liquidated 5715 legal
subject during whole year. In the September 2010 the first place beside the companies were
declared insolvent took trade industry — 29% and the second placed got construction industry
—14.11%. (BNS, 2010)

The trend lines included in Figure 2-33 show also the tendency of change of number of
companies both in Retail and Wholesale industry. This situation highlights that over time the
number of companies operating in wholesale industry decline. At the same time the average
turnover of one company is continuously increasing. As it is presented in Table 2-3, the
average turnover per company increased by 13% from 2005 in food wholesale companies

while the number of companies decreased by 7%.

2 Lursoft is a Latvian information technology company that has been active in the IT field since 1992 and
has proved in cooperation with the Commerce Register of the Republic of Latvia and other institutions offers a
wide range of databases about all enterprises registered in Latvia, companies, business entities, nongovernmental

organisations and other legal persons that are registered in Latvia.
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Table 2-3 Average turnover per trade company

2005 2006 [2007  |2008  [2000  |CP@OE 2009
vs 2005

1833513 2053325 2532861 2800495 2327 973 27%

turnover

Wholesale of food, beverages and tobacco 847 160 1010325 1146 604 1182 608 892 901 5%
Grosay retail 3299 3095 3608 3361 3049 -8%
number of
companies
Wholesale of food, beverages and tobacco P 1033 1028 947 990 965 -71%
Grosay retalil average 556 663 702 833 764 37%
Wholesale of food, be iy umoverof o onges 1211 1105 925 13%
olesale of food, beverages and tobacco 1 company o

Source: The data summarized and calculated by author based on CSB statistics.

At the same time it is obvious that while retail grocery turnover per company increased
by 37% but wholesale companies only 13% and taking into account also previously presented
analyses the author summarized that there is a dynamic redistribution of turnover from small
retailers to bigger retailers. At the same time wholesale company’s role is diminishing due to

the development of import activities of the biggest retailers.

2.3 Category management approach implementation in the process of interaction of
trade enterprises

Analysing the historic data also necessary to point out that during this period of fall out
not only some small wholesalers disappear. Several big and recently stable wholesalers have
bankrupted that influenced also the wholesale market changes. For example SIA Unifex was
one of the leading wholesale companies during the beginning of XXI century. The company
got the 5™ place in industry in 2007 and 4™ in 2008 beside the biggest wholesalers. However
it is not already possible to find the company name beside TOP 500 companies of the year
2009. The company had more than about 35 ml € turnover and more than 150 employees. The
company was an official distributor of such popular grocery brand like Mars, Wrigley, Tchibo
and also Johnson & Johnson goods. Now all these brands already are distributed by other
wholesalers.

Wholesaler and distributer of such brands like Merrild and Nesquick in 2007 was the 3™
wholesaler with turnover 40 ml €. In 2008 turnover dropped almost to 30 ml and to 27 in
2009. In august 2009, the co-owner and chairman of the board of the company informed about
difficulties during the economic crises and decline of turnover (Dienas Bizness, Ipp.
25.08.2009).

At the same time also one of the biggest wholesalers - distributer of world known brand

Procter& Gamble — Karsten Latvian, belongs to SIA B&S Baltics, has more than 85 ml €
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turnover (Dienas Bizness, 2009, Ipp. 40) in both 2007 and 2008 year. In the beginning of
2009 SIA B&S Baltics merges with Lithuanian wholesaler SIA Sanitex distribution &
Logistics with the allowance of Competition Council. (Dienas Bizness, Ipp. 20.03.2009). In
May 2009 this merged company inform about acquisition of recently mentioned by author
SIA Avers Centrs with 30 ml turnover. (Dienas Bizness, Ipp. 20.05.2010) This way realizing
the mentioned in interview idea about concentration on the market. The operation is allowed
by Competition Council of Latvia and Lithuania as well.

Experts in wholesale already start to speak about birth of wholesale giant. (Dienas
Bizness, Ipp. 15.02.2010). Turnover 2009 still is not so high and is about 80 ml € with 8%
decrease in comparison to the previous year. (Dienas Bizness, 2011, Ipp. 34) . In 2010 Sanitex
group organizes the company SIA Baltic Trade Network that started business as tobacco
distributor but further developed business bordering assortment with grocery goods, mostly
products previously distributed by Avers Centrs SIA. In the middle 2011 still continues the
process of products settlement between two wholesale companies of the group. The author
already written upper that in May 2011 the subsidiary of Sanitex group - Promo Cash& Carry
opened first Cash & Carry in Latvia.

Due to market concentration while biggest retailers start to buy more and more directly
from producers or import themselves from biggest world wholesalers, for most of the
wholesale companies in the Baltic Countries the question of improvement of interaction
processes is more essential than several years ago. It is necessary to create or increase
competitive advantage of the company. The concentration on the wholesale market allowed to
the biggest wholesalers to provide for small retailers rather wide assortment of goods.

By usage of data presented in Table 2-3 the author prepared Figure 2-34 that reflects
further trends in trade industry. While turnover of retail stores and total grocery industry
turnover will continue to grow, the number of wholesale companies will continue
diminishing, thus concentration on the wholesale market will increase. At the same time
almost 60% of the retail turnover the wholesalers are able to supply goods are controlled by
tuff procurement strategy of the leading retail chains. There are also still rivals of potential
entrants from side of the leading world retailers as well. One of the leading Europe retailers
Lidl already tried to enter the Latvian market in 2003 but in 2006 rejected the idea. In 2011
the company again published plans to conquer the Baltic market. (Dienas Bizness, Ipp.
22.02.2011). Also the retailer from Lithuania Norfa and Estonian based retailer Selver also

declared their wishes to expand to the neighbour retail market.
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Figure 2-34: Further trends in wholesale and retail trade
Source: Author prepared summary of previously presented analysis
Such rivalry requires from both local smaller retailers who would like to survive on the
market and wholesales who would like to keep business activities well structures strategic

decisions and effective collaboration in order to help to stay in business.

In order to keep and develop the position on the consumer market today it is very
important for the wholesaler to develop the company’s competitiveness to make the enterprise
able to compete successfully with its commercial rivals. To compete on the market the
wholesales ought to find the ways to stay in business and still to compete in today’s changed
conditions. By mean of competitive strategy (strategy that strongly positions a company
against competitors and gives that company the strongest possible strategic advantage (Law,
2006) and increase of the company’s controllability the wholesaler has a possibility still to
keep and enlarger the current market share.

Strategic management, knowledge of internal environment and efficient usage of
internal resources can ensure ability to control business processes in organisation. Today the
wholesale company is implementing its management strategy based on the classic methods of
management and marketing theory. Marketing basics is focused on buyer’s satisfaction and
creation of customer, meaning buyer’s value (Kotler, 1994). Strategic planning requires
assessing buyer’s needs and preferences. While strategy is a plan of action designed to
achieve a long-term or overall aim. Competitive strategy is a strategy that strongly positions
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a company against competitors and gives that company the strongest possible strategic
advantage.

The theoretical background of different management instruments discussed by author in
the first theoretical part of doctoral thesis should became for the management of wholesale
company aiming to create and develop a competitive advantage - the basic instruments for
day to day coordination of business activities.

According to Fel the Effective Consumer Response (ECR) is a comprehensive
management concept for retailing and manufacturing based on a value-adding partnership
between the participants. Until now, there was no openness between manufacturers (suppliers)
and trade — no relevant consumer data were exchanged. There was no shared marketing
understanding. In the past decades push and pull activities of manufacturer and trade were
scarcely synchronized, which resulted in inefficient realization of market opportunities. This
lead to unnecessary stock-keeping-costs, logistics problems, delayed product launches etc. In
the world of increasing competitive challenges, declining margins and saturated markets a
completely new approach had to be developed — ECR was an answer. (Fel, 2004)

Since Category Management is a retailer/supplier process of managing categories as
strategic business units, producing enhanced business results by focusing on delivering
consumer value it is necessary to analyse available internal and external resources for both
wholesaler and retailer that are used during harmonization of interests of involved parties and
find the possibilities of assessing common needs and preferences.

When retailer evaluates the situation usually all the mentioned parameters are analysed.
The income that is supposed like to be a profit usually is calculated from different parameters.
Beside the profit, wholesaler usually provides also additional percentage from sales as an
income according to reached results.

Most of the retailers have a contract with the biggest consumer research companies AC
Nielsen. This company is operating in more than 100 countries. At the same time cooperation
with all the biggest FMCG retailers and wholesalers in Latvia is the basic business of this
analytical company. The most crucial contribution of such company is a unique possibility to
get for the retailer most recent information about consumer buying habits almost free of
charge. At the same time each wholesaler or manufacture, real ether potential, ought to pay
for the information.

The data accumulated exactly by the mentioned company and provided for both retailer
and wholesales is exactly the interest of the wholesaler — need to increase the market share of

product. For example the good “X” provided for sale by the buyer has 50% market share and
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the good “Y” of its competitor also 50% of the market. The data about the market share size is
measured and provided by analytical company and usually following the category
management approach principles should be shared between the sides. In order to satisfy
wholesaler need the each of wholesaler X and Y wish to obtain the shelf place at least equal
market share. However in order to satisfy need to increase market share wish to take the shelf
space and by this share of turnover of definite retailer try to take more than the current market
share. The model of such rivalry between brands and the wholesalers of these brands is

displayed at Figure 2-35.
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Figure 2-35: Example of goods placement at sales point following the turnover
market share.

Source: Author prepared figure.

In modelled situation the decision how much goods should be placed on the shelves is
made by retailer. In order to understand what could influence the retailer decision it is
important for the wholesaler once again to remember about the retailer needs and preferences.
The answer already was displayed in Figure 1-14 on page 56 - willingness of retailer to
increase income. In real trade conditions the income of retailer could be accumulated by
several parts like real mark-up of the good plus different additional turnover discounts that are
sometimes paid out according to the bill after the end of the agreed period. All such kind of
income usually is booked like profit and is called by the author further as “profit”. The
“profit” usually differs thus influencing the decision of the buyer and as a result able to
influence the change of product total turnover share on the market shifting the market share of
one of the products similarly it is presented at Figure 2-36. Nevertheless the market share of

both suppliers is 50%, however the retailer made a decision to favour supplier Y and gave
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60% of sales space while only 40% for the supplier X set of goods. As a result of such
situation supplier Y reached the higher turnover share in retailer’s turnover, assuming 55%
versus 50% of market share, while supplier X got the results worse the total situation on the

market generating only 45% of turnover of category versus 50% on a whole market.
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Figure 2-36: The influence of retailer’s activities on the product market share

Source: Author prepared figure.

As the author already mentioned the decision of the buyer is based on the income the
buyer is planning to receive as a result of the decision. However the dilemma the retailer
should solve in such situation also is the easiest one. The decision of retailer should be based
on analytical data and take into consideration numerous variables. The Figure 2-37
demonstrates the simplified example of retailer’s dilemma by usage of simple example, when
the decision should be made analysing the data within the category presented with two goods
only. The Good X has 50% of market share, however takes 60% turnover share at retailers
sales point and brings 40% of profit. On the other hand there is also good Y that get 50%
market share as well, however takes only 40% of retailer’s turnover and at the same time
generates 60% of retailer’s profit. On the right side of the figure the possible decisions the

retailer could make are proposed.
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X y Possible retailer decisions:

<« Reject good X purchases and sell at the

40% 60% sales point only more profitable good Y?
° < Reject good Y purchases and further sell
Retailer profit share at sales point only good Y because

retailer has higher turnover of Y share in
this category?

<« Provide more shelve share for good X?

<« Provide more shelve share for good Y?

Shelve share « Increase the turnover of X as a result a
turnover share?

<« Decrease the turnover of Y as a result
turnover share?

<« Try to enlarge the assortment by
inclusion into assortment new goods?

50% 50%

60% Retailer 40%
turnover share

Figure 2-37: Retailer's dilemma

Source: Author prepared figure.

The reader could propose also other options of activities for such model as well. By
usage of thorough market research and with usage of the questionnaire of the market players
the goal of the author is to present the model of retailer decision making process, that helps
after the implementation of category management approach, finalize with the author proposed
model for wholesaler management behaviour that will lead to mutual success and satisfaction
of need and preferences of both buyer and supplier and a mutual buyer-supplier collaboration
process will ensure the wholesaler a competitive advantage on the market.

In order to solve the upper presented dilemma it is not enough information for the
moment for analysed thinking about possible retailer’s decision. Several additional variables
should be involved in order to get the thorough analyses. As it was already highlighted at
Figure 1-14 upper the need of retailer is willingness to attract and retain customer. Customer
in its turn comes to the sales point in case it is possible to find in the shop the preferred
assortment — variability of goods in sale, as well as of quality of goods, quality of service.

The additional variables could be found easily; in addition some simple mathematic
calculations should be made. The result is combined in the model and calculations of

parameters for the solution are presented at Figure 2-38.
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Figure 2-38: Retailer’s dilemma solution

Source: Author prepared figure.

While the retailer analyses the figures available in the sales point, like share of turnover
of wholesaler’s product in a group and share of profit of the same product in a group. These
figures possible to compare to the share of product it takes on the shelves and to evaluate the
ratio. The parameters of the product market share possible to get ether analysing the public
information and data provided by the wholesalers or to receive from the market research
company for example comprehensive analysis about brand and fast moving consumer
products market share within the group in Latvia provide AC Nielsen company that is
cooperating with Latvian retailers, wholesalers and producers already more than 10 years.

The ratio between the product turnover in retail store and percentage the goods takes on
the shelve results in the “effectiveness of turnover” that in a presented example counts for 1.2
for X good and 0.8 for Y good. The effectiveness of profit in its turn counts for 0.8 for X and
1.2 for Y. The ratio between profit effectiveness and turnover effectiveness helps to choose
the good that is able to bring more profit by increase of shelve space and thus the turnover.
However parameter of product market share within the whole market also should be taken
into consideration and influences the parameter called by author growth potential that in
observed example counts for 1.9 for good “X” and only 0.1 for good “Y”’.

By usage of presented model the retailer make a decision of actions with wholesaler
product. Since the aim of wholesaler is to reach as higher as possible the product market share
and in the long turn to increase the current market of product the wholesaler should
implement the category management principles. Aiming to increase market share wholesaler

should take into consideration the retailers dilemma and provide the best solution, that
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influence retailer with aim to increase profit to enlarge the product shelve share in a chosen

sales point, thus multiplying such shelve point to reach the stable increase on all the market.

Chapter summary

The second chapter of the doctoral thesis presents the modern trends in the process of
interaction between trade enterprises, focusing a special attention on analyses of the external
environment. The chapter presents the thorough trade industry analysis. The overview of
retail market presents the processes of globalization in retail industry and peculiarities of
grocery retail in Grocery retail of Eastern Europe and current situation in Baltic Grocery retail
industry.

The analyses of retail industry highlight the peculiarities of Latvian Retail grocery
industry were almost half of the market share takes only to biggest retail companies.
Additionally highlights the tendency of constant growth of retail turnover and take a specific
attention that there is a high tendency of growth of turnover per one retail store. At the same
time also sales area in square meters per one shop also is constantly increasing.

The industry analyses are continued with world and Baltics’ wholesale industry
overview. After the indication of wholesale industry in Latvia the chapter presents the official
statistical data about structure of wholesale industry in Latvia and wholesale turnover
dynamics. After the comparison of the official statistical data changes over the years in the
retail and wholesale industries in Latvia the author makes a conclusion that in a parallel with
total increase of retail turnover and increase of turnover per retail shop on a Latvian market it
is obvious the tendency of concentration of wholesale suppliers that is faced by significant
decrease of number of wholesale companies.

In the conditions of presented market situation it is obvious that wholesale companies
should find the appropriate management tools in order to keep the market position, to develop
competitiveness and enhance the performance of enterprise. The author discusses the
possibility of usage of TQM as a basic philosophy for choice of management tools for trade
enterprise in the mentioned market conditions. And propose the usage of Category
management tool as a basic management tool for the performance enhancement of the
enterprise. In order to perform the successful interaction processes the author proposes the
model of usage of Category management that together with effective coordination of
interaction processes within the retailer and wholesaler enterprises is based on logical
objective to maximize the profit within the category of products and possibility for wholesale

to increase the market share.
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3 Assessment of category management in Latvian retail and wholesale

trade enterprises

3.1 Research methodology on assessment of category management implementation,

and classification of research results

Research methodology

In order to investigate more precisely the real attitude of management and the readiness
to implement in day to day business relations basic concepts of category management
approach and the principles of TQM approach the author organized a survey for the purpose
to study the readiness of trade companies to implement the author proposal in order to use the
proposed methodology as a basic tool to increase the competitiveness of an enterprise.

The survey intends to explore, identify, and analyse the organisational management of
Latvian trade companies — retailers and wholesaler, to clarify the differences between them
and to test the validity of hypotheses H1- H6 — in short: “trade companies, exactly wholesale
companies are able to favour from coordination of trade enterprise interaction process by
implementing TQM principles, following category management approach and by retailer’s
basic needs and preferences satisfaction (customer oriented approach).”

During the research period the basic TQM principles as well as category management
approach is occasionally executed already in North America and Western European by
performance in such big companies as Wal-Mart and the suppliers and producers of
mentioned retail chain. At the same time the principles only recently started its lunching in
Baltic States. Very delicate development of TQM principles in Baltics enterprises were
paused in year 2007 because of economic fallout. The Category management approach was
brought to Baltics with efforts of market analytical company AC Nielsen and by distributers
of worldwide known brands like Procter & Gamble who already experienced successful
implementation of this technique in other countries.

At the same time the knowledge about the methods beside smaller companies was very
insignificant. These circumstances influenced the research method chosen for Latvian trade
companies of Latvia. The research based on secondary literature only was practically
impossible. Testing the author proposed model and discussed concepts by questioning a
representative amount of enterprises with the help of a questionnaire appeared to be the most
appropriate method. Another frequently applied method — expert interviews, was used in
order to test the results received within the analysis of data summarised and analysed by usage

of questioning. For expert interview were chosen the managers of the biggest trade
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enterprises: General Manager of retail chain Maxima Latvia, General manager of retail
cooperation AIBE, head of trade department Maxima Latvia, head of trade department of
wholesale enterprise Sanitex Group, president of Latvian Trade Association.

Definition of constructs

It was choice of the author to follow the five steps recommended by Nunally and
Bernstein (Nunnally & Bernstein, 1984) to develop multi-item scales for each construct:

1) Construct definitions and measures available in the literature on TQM and other
management tools were used to improve content validity. In cases in which definitions were
not known in Latvia, they were explained or described with simple, more descriptive terms.

2) The complete questionnaire was presented to the head of Latvian Chamber of Traders
as well as representatives of biggest trade enterprises. Problematic items were either modified
or deleted.

3) The wording was kept close to business language in order to ensure due
understanding of the questionnaire items. The questionnaire was prepared in Latvian language
and translated into Russian language in order to give a possibility to answer to non-native
speaker respondents®®. The questionnaire was reviewed and discussed in face-to face and
telephone meetings with several of the biggest suppliers in Latvia, the author assessed
whether the supplier would interpret the items as originally meant and intended. Questions
were modified if a proper understanding was lacking.

4) In September, 2010 a pre-test with 15 randomly selected respondents was conducted
— 5 of which by telephone interview and 10 by e-mail inquiry. Based on the responses the
questions were further refined.

5) An exploratory factor analysis was conducted to purify the scale. Some items were
deleted because of the possibility of multiple interpretations. Based on this measure
development procedure, the author made a conclusion that validity for the measures in the
questionnaire was established.

The survey includes two basic groups of questions:

1) Regarding the supplier’s organisational structure, including information about
performance, target markets and customers that help as supplementary factors for

classification of results according to specified parameters.

3 According to Central Statistical Bureau of Latvia in the beginning of year 2011 there were 27,4%

Russians and totally 40,5% non-Latvians in the state.

105



1) The second group forms the questions that define directly the research objectives -
TQM principles and Category management principles.
The basic principles of quality management approach were used in order to formulate
the questions of research questionnaire in order to evaluate the respondents’
management development level. In order to evaluate the level if enterprise management
development according to quality management principles it is necessary to evaluate the
management processes in the company. The questions of research are based on the
classification of management process according to quality management approach. The
basic principles of organization’s development presented in work of Kruglov&
Shishkov presented in Figure 3-1 were used for the classification of questions according

to quality management principles.

LEVEL 1 LEVEL 2

Marketing

Customer
satisfaction,

LEVEL 3 LEVEL 4 LEVELS

Figure 3-1: Enterprise development level according to quality management
approach
Source: Kruglov & Shishkov, 2006, pp. 152-154
The highest 5™ level of development of organization includes all the management
processes developed according to TQM principles when all the basic principles are developed
no less than for the 4™ level but central processes presented in figure called under level 5
supposed to be developed on the highest 5™ level. In order to design the survey questionnaire
as compact as possible following the presented techniques the author has chosen only some of
most important processes most relevant to the research object.
Basic processes for evaluation:
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1) Marketing
2) Logistics
3) Finance
4) Quality
5) Personnel
The processes: Research and Development and Production processes were excluded as
irrelevant for the research object. Supporting and Administrative management processes were
excluded as insignificant for the research purposes and with aim to minimize the number of
questions in the survey.
Thus the structure of questionnaire was sculptured according to basic management
processes in trade organizations. Division of survey structure — questions’ suitability to basic

management processes is presented in Figure 3-2:

Management Process Nr of question

General questions providing the

information about organizations

performance and competitiveness 12345678
level indicators

Marketing I'9, 12, 13

Logistics 14, 15, 16, 22
Finance 18, 27

Quality 10, 11, 17, 19, 20, 21, 28
Personnel 23, 24, 25, 26, 27
Analysis of management tools 29

awareness

Other complementary data 31, 31, 32, 33, 34

Figure 3-2: Survey questions' division according to management processes of
enterprise. The division proposed by author.

Source: Author prepared figure.

In order to measure and compare the results of the survey, the author has put forward
the following hypothesis:

H1 — The number of wholesale companies decreases, at the same time the turnover
increases. According to the trend, in the nearest future only several strongest and biggest
wholesalers will survive, they will control the market, thus dictating the rules for the smallest
retailers, which may lead to the destruction of small retail business.

H2 — Wholesalers are more ready to work with retailers with higher market share and
do not wish to make investments in cooperation with small retailers.

H3 — Contemporary executives lack knowledge about the available management tools.
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H4 — Category management is an important management tool in the performance of
trade enterprise.

H5 — The success of the implementation of the category management principles
depends on the compliance of the quality management principles.

H6 — The opportunity of trade enterprise to strengthen and develop the desired position
on the market and enhance the performance of the enterprise in addition to the use of category
management depends on the level of development of the quality management in the
enterprise.

Design of quantitative research

The distribution of questions for respondents according to the management processes
resulted in the following form:

The preliminary block (“0” level block) of general questions providing the information
about enterprises performance and competitiveness level indicators contained 8 basic
questions:

1) Kind of operations (retail, wholesale, manufacturing, other)

2) Size of enterprise according to number of employees

3) Change trends in number of personnel

4) Turnover

5) Local turnover share

6) Sales industry

7) Classification of clients

8) Importance of major clients
In order to perform diversified analysis the author classified the survey questions of the basic
blocks of research not only according to the process accessory but also by question
classification by TQM approach and at the same time according to Category Management
approach.
The detailed classification of questions according to TQM principles and CM principles is
presented in Appendix 10. In order to measure performance, the author have chosen the items
on growth rate, turnover and productivity and compared the results between different types of
trade companies grouping them according to the concepts of TQM principles and CM
principles as presented in Appendix 10. The full questionnaire is attached in Appendix 11.

Sampling population

The sample is defined as Latvian trade enterprises both wholesale and retail who are

operating on Latvian market. Observing the situation on the market during the research it is
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necessary to highlight that economic position of Latvia as a relatively young member of the
EU is evident with respect to the challenges of international competition. Secondly, the
importance of the supplier-retailer relation is interesting because in advanced markets a
dominance of retailers over suppliers mirrors the effects of today’s business practises with
enhanced concentration on the retail side. Most of the trade enterprises registered in Latvia are
considered as SMEs and are a meaningful object of research, as they make up the vast
majority of enterprises in Latvia (as elsewhere), with paramount importance for employment.
Finally the researched population comprises finished consumer goods enterprises in Latvia.

In October 2010 the Lursoft database was used in order to hold the quantitative
research. The number of retail companies 3081 were found by analyses of data collected from
Lursoft database. 2822 of them had registered company e-mail. The questionnaires were
prepared in Word form and send via e-mail with inquiry to return the fulfilled answer. 457 e-
mails were returned as “Mail delivery failure” because of incorrect address ether the address
does no longer exist. Only 14 fulfilled questionaries’ returned to the author.

Such inactive responses were analysed by the author and brought some conclusions and
ideas for improvement:

¢ Not all the addresses provided to official sources exists in reality

e Due to time changes and change of the responsible persons some of the
addresses became not valid

e By usage of Lursoft data base the addresses provided in the data base belongs
frequently to the enterprise’s bookkeeper, who is responsible for data and
reports submitted to the State Revenue Service. In most of cases these persons
do not follow up an inquiry with questionnaire to the management of the
company.

e The necessity to fill in the form, save the file and send back is rather difficult
process that takes additional time and not convenient for the respondents.

As a result the author made some additional improvements in research methodology:

e The address’ data base was revised by usage of internet and in some cases
telephone calls. Some e-mail addresses were corrected according to received and
updated information.

e The questionnaire was prepared with usage of internet in order to provide easy
process of questionaries’ fulfilment and further data processing.

e In order to get more valid responses the author applied to the Latvian Chamber

of trade. After the discussion with the president of the chamber about potential
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to increase the number of valid responses the inquiry to participate in research
was sent to the members of Chamber that are 52 biggest wholesalers and 117
retailers.

Using already updated database of retailers the author excluded from the data base
retailers with the turnover less than 100 000 LVL per year and without any official data about
the turnover as insignificant. As a result 1303 retail companies left as target audience in a
mailing list.

Additionally to already prepared mail list the data of wholesale companies was
analysed. Beside the list of wholesale companies with turnover less than 5 min LVL per year
companies with turnover less than 500 000 yearly turnover and without official data about the
turnover were excluded as insignificant. As a result 774 wholesale companies with yearly
turnover less than 5 min LVVL with a valid e-mail address left in a mailing list. Additionally
232 more wholesale companies with turnover more than 5 min LVL were included in the
mailing list. It was supposed in addition to the mail inquiry to participate in the research to
organize additional phone call to the management of the companies from this last list of
biggest wholesalers.

As a result of described activities the survey questions were placed in the internet by

usage of free online survey tool http://www.kwiksurveys.com. 2309 invitations to take a part

in the research were sent. In addition 157 telephone calls to the companies from the list of
biggest wholesalers were made. The final questionaries’ replies were exported from the
survey tool and were ready for analysis. In total 179 responses were combined, translated
from Latvian and Russian language into English and were ready for further analysis.

Indication of respondents

Beside 179 interviewed companies answered that they are operating in manufacturing
industry. As it is presented in Figure 3-3 - 20% respondents have chosen the wholesale

industry and 40% are operating in retail trade.
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Figure 3-3: Distribution of respondents according to business field

Source: author prepared figure based on research data analyses

The sample was built choosing and inviting to participate in the research the managers
of trade companies. The results surprised showing relatively big number of manufacturing
companies’ representatives beside the respondents. Later, analysing the results it became clear
that some of the respondents’ classified manufacturing filed of occupation as additional to
wholesale and/or retail — 19%. More over most of the respondents who classified business
activities as manufacturing have chosen also business operation in construction industry -
42%. And 71% of those who have chosen construction industry also marked manufacturing as
field of business. These figures also explain so big percentage of those who marked
manufacturing, because those respondents who are working in construction classify their
business field as manufacturing.

Beside all the registered enterprises in trade industry 64% are operating in retail
industry. According to the analysed respondents’ answers the share of companies operating in
retail industry counts for 66% and completely fits the figures according to official statistics of
share in industry as it is presented in Figure 3-4 below.
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Figure 3-4: Share of retail vs wholesale enterprises
Source: author prepared figure based on research data analyses
The distribution of respondents according to numbers of employees in the company is

presented in Figure 3-5.

more than 250 1
11% 0%

Figure 3-5: number of employees
Source: author prepared figure based on research data analyses
If we compare the number of employees beside the wholesale and retail enterprise
between the enterprises of respondents we can conclude that wholesale companies has higher
shares of companies both with 20-50 employees and more than 50 employees. At the same
time retail companies mostly are characterised with small number of employees working in

the company as it is presented at Figure 3-6.
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Figure 3-6: comparison of retail and wholesale respondents according to number
of employees in the enterprise

Source: author prepared figure based on research data analyses

Some influence on such results may have also the assumption within the respondents
that differs to the statistics analysed by industry. The statistical data analysed by industry
suppose that in all the comparisons one company could be calculated in results only once. The
structure of questionaries’ supposed that using the defined sample only one invitation could
be sent to one company. At the same time the questions were prepared for the managers of
different level and did not forbidden to fill the survey for several employees of the company.
Thus it is possible the situation, that managers of the company with higher number of
employees filed the data several times about the same company. The author made a decision
that it is necessary to take into consideration that such assumption may partly influence the
validity of results.

Change in number of wholesale companies

The results presented in Figure 3-7 highlights the author assumption about too big
number of “unreal enterprises” beside registered enterprises in official sources. As it was
already presented in chapter 0 more than 40% of registered retail companies have only 1
employee and there are no such companies beside the respondents. Because in reality that
kind of companies are not real and do not perform any real business activities.

The Figure 3-7 presents the change of number of employees beside the respondents.
Half of the enterprises informed that the number of employees didn’t change in a current year
in comparison to the previous year. At the same time it is rather surprising in the period of fall
out that only 18% of companies declared that the number of employees decreased, but 32%
told that the number of employees increased that point to the growth possibilities in these

enterprises.
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Figure 3-7: Change in number of employees
Source: author prepared figure based on research data analyses
While analysing the change in number of employees between the industries of operation
of analysed enterprises it seems rather strange at first glance the obvious difference of
increase of employees in wholesale enterprises more than in other industries like it is showed

100% -
90% -
80%
70%
60% -
50% - .
20% - M increased
30% - B didn't changed
20% H decreased
10% -
0% -~ T

Figure 3-8: comparison of growth trends beside the industries

in Figure 3-8.

Source: author prepared figure based on research data analyses

However in this case in reality the results are not surprising but exactly approve the
analyses of statistics data presented in chapter 0 and highlighted in Figure 2-34. While the
number of wholesale companies decrease over the time the turnover and number of
employees on average of one wholesaler increases. The biggest wholesalers mostly with
international capital have higher possibilities of development and acquire more and smaller
wholesale companies. One of such wholesalers — Sanitex Baltic Distribution SIA got a
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curious diploma from its client, with nomination “Shark 2010” during the common New Year
party™. Still the curiosity of situation imitates the real proceedings on the wholesale market.

The hypotheses 1 settled by the author supposes that the number of wholesale
companies decrease, at the same time the turnover increase. The analysis of statistics data
presented in second part of the doctoral thesis and highlighted at Figure 2-34 already proved
the settled by author hypotheses one. In addition the data gathered during the survey
additionally support the market tendency of continuous development of bigger wholesalers in
parallel with decrease of number of companies.

The analyses of turnover of respondents are presented in Figure 3-9 below. Nevertheless
the author tried to minimize and exclude the companies with turnover less than 100 000 per
year still the number of companies with turnover less than 100 000 is relatively high and

counts for 20%.

>5000001LVL

2000001-5
11%

000000 LVL
9%
1000001-2

000000 LVL
8%

Figure 3-9: Turnover of respondents
Source: author prepared figure based on research data analyses
The Figure 3-10 below shows the difference in turnover beside the industries. The share
of wholesalers with turnover more than 5 min LVL per year is higher beside the wholesalers
and counts for 22% from all the respondents operating in wholesale industry. This fact again

highlights the situation about the trends on the wholesale market where as author already

presented the point of view that increases the concentration of bigger wholesalers.

4 Information received from the interview with the general manager of one of the retail chains.
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Figure 3-10: The difference in turnover beside the industries

Source: author prepared figure based on research data analyses

The fact that 48% of retail companies have a yearly turnover less than a half million
LVL actually reflects the statistics about situation in retail industry discussed previously.
According to European Union definition the organization with turnover less than 2 min EUR
is classified as micro enterprise, thus according to this definition we can conclude that beside
the respondents 78% of respondents working in retail are from micro enterprise and 56% of
respondents who work in wholesale are from micro enterprise.

Figure 3-11 presents the distribution of respondents working in wholesale, retail and
manufacturing field according to industry. The fact that already was discussed previously
about the high number of respondents who answered that operating in manufacturing is

highlighted at this figure. Major part of those who chose the manufacturing as a field of

business operations consider it because is operating also in construction industry.
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Figure 3-11: Distribution of respondents according to industry

Source: author prepared figure based on research data analyses

At the same time beside 68 respondents who have chosen FMCG industry 16% marked
that they are occupied in manufacturing only, ether in addition to retail or wholesale. While
only 7% of employees working with household good market belongings to manufacturing.
Equally more than 50% in retail and 30% marked as manufacturing beside the respondents
who work with each of categories - pharmacy goods, clothing and books, newspapers and
stationary.

The Figure 3-12 presents the other perspective of respondents’ distribution according to
industry. It is showed how big share of respondents from manufacturing, wholesale or retail
deal in with household goods, fast moving consumer goods etc. Surely it is not a surprise that
major part of respondents in retail are dealing with fast moving consumer goods these data
also fits if we would compare the figures with the statistical data analyses presented in chapter
2.1.
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Figure 3-12: Industry within the field

3.2 Readiness for cooperation of wholesale and retail trade enterprises

The next step the author analysed the procedure of interaction process of trade
enterprises. During the expert interviews experts operating in retail industry informed that
they realise that wholesalers often do not want to create supply contracts with small retailers.
The experts operating in wholesale industry approved that they really choose to work firstly
with biggest retail chains. Small retailers usually presented by shops with small turnover that
usually make rather small order. The cost of delivery of small order to the shop is almost the
same as the delivery cost to big super and hyper markets. In addition biggest grocery shops
are concentrated in big towns that are located on the main roads of the country, while small
shops usually are situated in small suburbs far from main road and requires for deliveries
much more kilometres routs neither for deliveries to the biggest shops.

Additionally, in the process of negotiations it is enough for wholesaler to make two
basic contracts with the biggest retail chains and ensure the constant deliveries of goods to the
retail points that counts almost half of the market. The efficiency of cooperation with small
retailers is insignificant, since in order to get the turnover from smaller retailers it is necessary
to make more than 10 different negotiations and contracts plus in most of cases the additional
contract about products deliveries should be formalized almost with each shop separately. For
example the wholesaler who would like to cooperate with cooperation of independent sellers,
should sign the delivery contract with the commercial department of cooperation and

additionally prepare and sign the contract about product deliveries with 200 legal persons —
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retailers, included in cooperation. Further each shop (more than 400 shops that belongs to
cooperation) should be visited by wholesaler representative and the order for products should
be received and fulfilled. Due to such interaction process it is possible to get up to 10% of
market share.

In comparison for the reason of negotiation with biggest retail chain it is enough to have
1 contract, agreement about standardized deliveries. The wholesaler receives only one order
for all the shops which is necessary to accomplish and often there is only one delivery to
distribution centre. As a result the efficiency from one contract and accomplishing of one
order it is possible to get up to more than 20% of the market share that is surely more
efficiently for the wholesaler and cheaper neither the cooperation with small retailers.

Additionally the analyses of survey results about interaction process between
enterprises highlight some similar conclusions. Since the coordination process exactly
between wholesalers and retailers working with fast moving consumer goods lies in the main
interest of the research held, exactly these answers were analysed. Generally 45 respondents —
25% of all the respondents marked that they are working in wholesale. Actually almost half of
them or 22 respondents are occupied with wholesale of fast moving consumer goods. Further
the clients of these respondents were analysed.

Table 3-1 below presents the results of wholesalers’ answers about cooperation with
retailers and compare the data with the retailer’s market share in 2010.

Table 3-1: Interaction of FMCH wholesalers and retailers

Market
share
2010

% of
wholesalers'

Company name (GBO)

Maxima UAB Maxima Groupe 45% 24.3%
Rimi, Supernetto [Royal Ahold NV 55% 23.9%
IKI, Cento Coopernic 27% 4.5%
Mego Mego SIA 32% 2.3%
Stockmann Stockmann Oyj Abp 18% 1.7%
Sky Skai Baltija SIA 18% 1.3%
Beta Zemnieciba SIA N/A 0.9%
LaTS Latvijas Tirgotaju Savieniba SIA 0% 6.6%
Aibe Aibe Baltic UAB 0% 5.3%
Elvi Elvi Grupa SIA 27% 4.7%
Tops! lepirkumu Grupa SIA 0% 4.5%
Balstor Baltstor SIA 0% 2.3%

Source: author prepared figure based on research data analyses
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Rather high percentage — 32% of those who work with Mego actually should be
compared to market share cumulative of Mego + Baltstore that counts for 4.6% of the market
share, because Mego and Balstor have common purchasing policy and make decisions about
cooperation for both Mego and Baltstore chains simultaneously. So we see that Maxima and
Rimi with the similar market share has relatively similar % of cooperation, however the 55%
of those who work with Maxima is still higher than 45% who work with Rimi.

From one side we see that cooperation like Lats and AIBE are not mentioned at all
beside the respondents. It is necessary to take into consideration that usually the sales
department and exactly persons who negotiate the products acceptance into the assortment of
retailer knows the clients better than any other employee of the company. When we discuss
the cases of AIBE and Lats it is necessary to take into consideration that these companies
sometimes do not have direct contracts between cooperation and supplier. Usually the
cooperation negotiates the common terms of products deliveries and the supplier makes a
separate delivery contract with each of cooperation member. In such situation the direct client
of the wholesales would be not company AIBE or Lats but exactly SIA “X” that is considered
as a member of cooperation.

On the other hand Table 3-1 perfectly highlights the readiness of suppliers to work with
retailers. It is obvious that the higher the market share of the retailer the bigger is the
percentage of wholesalers working with the retail chain. This fact copy also the wholesaler’s
attitude to cooperation with retailer readiness to cooperation. It’s obvious that it is easier and
more efficient to make a contract with retailer who has higher market share and receive by
one contract the market share for the product. By conclusion of contract with Maxima as an
example the wholesaler may suppose that by one this contract the product of wholesaler will
have guaranteed 24,3% of market share for the product. For some of wholesalers it seems
enough guaranteed turnover and they are not even wish to go to the retailers with smaller
market share since it already requires more expenses that will bring relatively less income as a
result.

So as a result we see that while almost half of the wholesalers approved that the work
with Rimi and Maxima — retail chains that together generate almost half of retail turnover.
Less than one fifth of wholesalers have cooperation with Stockman and Sky. This fact reflects
the wholesalers’ attitude and readiness to work with smaller retail chains. Finally while IKI,
Elvi, AIBE and Lats has almost similar market shares, we see that wholesalers are more ready

to work with IKI and Elvi who have centralized order system and product assortment agreed
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for all shops in the contract and do not take into considerations small shops like AIBE and
Lats.

Summarizing the expert opinion both from wholesaler and retailer representatives and
combining with the survey results the author concludes that hypothesis 2 is approved. The
higher the market share of retailer the more the wholesaler is ready to work with this retailer.
The work with small retailers is not interesting for the wholesalers and brings more expenses
nether profit. In this situation wholesalers propose better purchasing conditions for the biggest
retail chains and worse for small and single retailers. As a result small retailers receive the
products with higher prices and are not able to propose good prices for consumers and loose
the competitiveness.

Awareness and usage of management tools

In order to analyse the awareness and usage of different management tools beside the
representatives of trade companies the author prepared a graph that presents this data. Figure
3-13 presents the awareness and usage of proposed for evaluation management tools beside
the wholesales companies.

Supply Chain Management
Strategic planning

Strategic Alliances

Scenario and Contingency Planning
Price optimization models
Outsourcing

Mission and Vision statements
Loyalty management tools

Lean Six Sigma

Knowledge management
Growth strategy tools
Economic value added analysis
Downsizing

Customer Segmentation
Customer Relationship Management
Core competences
Collaborative innovation
Category Management
Business Process Reengineering
Benchmarking

Total Quality Management
Balanced Scorecards (BSC)
Activity based management

H don't know

B know, but do not use

M regularly use and satisfied
M sometimes

M use/ not satisfied

10 15 20 25

Figure 3-13: Awareness and usage of management tools beside wholesale

companies

Source: author prepared figure based on research data analyses
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There was defined two equally most popular tools that are regularly used by
wholesalers. 73% of wholesalers who work with fast moving consumer goods marked that
they regularly use supply chain management and strategy planning. 55% of wholesalers do
not know Lean Six Sigma tool. On average 14% of retailers answered that do not know
management tool.

The next presents the usage and awareness of management tools beside the retail
enterprises. In generally exactly the answers don’t much more often present in retailers’
answers that are much less educated in these questions. Beside the respondents there were 49
retailers operating with fast moving consumer goods. Also supply chain management is the
most popular and regularly used beside retailers however it is used only by 49% of retailers.
More than a half — 53% do not know Lean Six Sigma. On average 23% on average do not
know the tool beside the retailers that is by 64% higher that the results beside wholesalers. It
is also interesting to compare the results with answers “Know but do not use”. Business
process reengineering has got the highest rate of 32% beside the wholesalers and only 27
beside retailers. At the same time Total Quality Management appeared to be with the highest

29% within this category of answers beside retailers.

Supply Chain Management
Strategic planning

Strategic Alliances

Scenario and Contingency Planning
Price optimization models
Qutsourcing

Mission and Vision statements
Loyalty management tools

Lean Six Sigma

Knowledge management W don't know
Growth strategy tools ® know, but do not use
Economic value added analysis

4 m regularly use and satisfied
Downsizing

Customer Segmentation | " sometimes
Customer Relationship Management = use/ not satisfied
Core competences
Collaborative innovation
Category Management
Business Process Reengineering
Benchmarking

Total Quality Management
Balanced Scorecards (BSC)

Activity based management

0 5 10 15 20 25 30 35 40 45 50
Figure 3-14: Awareness and usage of management tools beside retail companies

Source: author prepared figure based on research data analyses
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Analysing separately Total Quality Management we see that the difference between

usage beside retailers and wholesalers is significant.

40% 36%
35%
30%
25%
20%
15%
10%

5%

0%

don'tknow  know, but do not regularly use and sometimes use/ not satisfied
use satisfied

mwholesalers M Retailers

Figure 3-15: Implementation of TQM
Source: author prepared figure based on research data analyses
Also the number of tools used by the company is interesting to analyse. Similar research
is held every year by American consulting company. Presents the results hold by the
consulting company till the year 2008.

Averoge number of toals used

Mean = 12,4

1983 1994 1995 1905 1907 190 19090 2000 2002 2004 2004 200G

Figure 3-16: Number of management tools used
Source: Righy & Darell, 2009
Similar research was hold in Latvia in year 2007-2008 by consulting company “Biznesa
Konsultantu Gruppa” who tried to compare the results between Latvia and world data. The
results presented by Latvian company are presented in Figure 3-17.
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Figure 3-17: number of management tools used in Latvia™
Source: author prepared figure based on research data analyses
In the author research the average number of instruments used in year 2011 is already
13 that shows the positive increase in comparison to the research hold by Latvian consulting
company 3 years ago, and almost reach the level of Europe that time.
Table 3-2 presents the number of management tools used beside the authors research
and differences between wholesalers and retailers.

Table 3-2: Number of tools used by trade enterprises’ management

Retail 12|{wholesale 16
2-9 8|2 -9 6
10-19 14110-19 18
20-49 7(20-49 14
50-249 16|50-249 19
more than 14{more than 18

Source: author prepared figure based on research data analyses

Nevertheless the number of tools used increased from the period of 2008 according to
the data analysed within the research held by the author, still the knowledge and usage of
management tools in Latvian companies is not so developed as in European countries and
other developed countries of the world. So we can conclude that hypothesis 3 is approved and
contemporary executives are lack of knowledge about the management tools they use.

Usage of category management beside trade enterprises is presented in Figure 3-18.

!5 The data provided by consulting company Biznesa Konsultantu Grupa according to their research in
year 2008.
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Figure 3-18: Usage of category management tool

Source: author prepared figure based on research data analyses

The two management tools Category Management and Total Quality management lies
in a specific attention of the author in this research and will be observed in detail further. In
order to test (1) weather beside 23 most popular management tools it is observed any mutual
grouping indication that can point on these tools interaction with enterprise performance, (2)
or is there any grouping indication according to number of employees or range of turnover the
factor analysis were performed. The appendixes 12 and 13 present the results of factor
analyses and show rather tendency to arrange groups of tools according frequency of usage,
that express simply the popularity within the executives.

According to the survey results 36% of retailers and 57% of wholesalers are satisfied
with the usage of category management. We can compare also the growth of employees
beside those who ought to use category management principles and those who do not use the
tool. Figure 3-19 presents the comparison. It is higher the percentage of those who regularly
or sometimes use the category management principles beside companies were number of

employees increased.
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Figure 3-19: Growth of number of employees’ vs usage of Category Management
tool

Source: author prepared figure based on research data analyses

The high percentage of usage of Category Management tool beside trade companies in
combination with satisfaction about usage of this tool, as well as the higher number of
companies with increase of number of employees beside those who regularly implement
category management technique allows to approve the hypothesis 4 that Category
Management tool is an important tool form trade organisations performance.

While we look further on the results and make similar analysis for organisations that use
or not TQM, Figure 3-20 highlights the results if we look at result of usage of Total Quality
Management. We observe a very big difference of increase of number of employees beside
those who regularly use Total Quality Management tool.

70%

60%

50%

40%
M Regulary + Sometimes

30%

M don't use

20%

10%

0%
decreased didn't changed increased

Figure 3-20: Growth of number of employees’ versus usage of TQM

Source: author prepared figure based on research data analyses
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If we compare the results beside those who simultaneously use both Total Quality
Management and Category management principles we see the convincing superiority of

increase of employees beside this group of companies, as it is presented Figure 3-21.

80%
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20%
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0%
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Figure 3-21: Growth of number of employees beside the companies implementing
TQM and Category Management simultaneously

Source: author prepared figure based on research data analyses

Similar conclusions as it is highlighted by quantitative analyses were received also
during the interviews with general management of the enterprises who has the major market
share. All of the retailers who are mentioned as market players in chapter 2 approved during
the interview that they are implementing Category management principles and Total Quality
management principles in their enterprise management processes. Thus we can conclude that
combination of TQM with Category Management approach as formulated in next hypotheses
has more positive effect on enterprise performance neither Category management separately,
thus approving the hypothesis 5.

Aiming to test if usage of TQM and Category management tools in enterprises is
dependent on number of employees and turnover of enterprise the statistical method T-test for
independent samples was used. The t-test is the most commonly used method to evaluate the
differences in means between two groups. The groups can be independent or dependent.
Theoretically, the t-test can be used even if the sample sizes are very small (e.g., as small as
10), as long as the variables are approximately normally distributed and the variation of scores
in the two groups is not reliably different. The equality of variances assumption can be
verified with the F test.

The p-level reported with a t-test represents the probability of error involved in
accepting research hypothesis about the existence of a difference. Technically speaking, this
is the probability of error associated with rejecting the hypothesis of no difference between
the two categories of observations (corresponding to the groups) in the population when, in

fact, the hypothesis is true. (Wooldridge, 2003)
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In the research sample 179 respondents are divided into two parts: the enterprises where
the number of employees/ or turnover is less than margin value k and those where they are
over the margin value k. It is settled the hypothesis that the relative frequency of TQM or
Category management usage in enterprises under margin value k and over k statistically
similar, that is equal. In case it is not possible to reject the settled hypothesis, then we are not
able to assure that the relative frequency of TQM or Category management usage differs in
enterprises if we would choose as a break point number of employees/level of turnover k.

Accordingly an additional research question should be set: in case the relative frequency
usage still differs in enterprises with different number of employees or level of turnover, what
is the number of employees or level of turnover when this difference is statistically
significant.

Looking at TQM and Category management usage group statistics depending on
number of employees and turnover it is visible that difference between management tools
relative frequency usage changes if change the distribution of organisations.

As it is presented in Appendix 13 if we choose the breakpoint of distribution of
enterprises as number of employees equal to 10 we see that on average TQM use 35%
(Mean=0.35) of enterprises with number of employees more then 10, whereas in enterprises
with number of employees less than 10 TQM use only 3% (Mean=0.03). Increasing the break
point for the distribution up to 20 employees we observe that TQM relative frequency of
usage increase slightly to 37% while in enterprises with number of employees’ less than 20
TQM usage frequency increased significantly to 16%.

As a result by increasing the breakpoint of distribution from 10 to 20, TQM relative
frequency of usage between the groups decreases from 32 (+0.35-0.03) to 21 (=0.37-0.16),
that show decrease of influence of number of employees in enterprise on usage of TQM. By
continuing increase the breakpoint of distribution to 100 employees and 250 employees the
relative frequency of usage of TQM in a group continue to grow, however the difference
between the relative frequency remains on a level of 20 points. As a result primary data
analysis indicates that we can argue about difference in TQM frequency of usage in
enterprises with number of employees over and below 10.

In order to prove this t-test is used for all 4 distribution groups: organisations with
number of employees over/below 10, 20, 100 and 250. For each or distributions null
hypothesis is tested — whether relative frequency of usage of TQM do not differ between the
enterprises with number of employees over/below 10, 20, 100 and 250. The obtained results

are combined in Appendix 13.
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As it is indicated in case we choose the breakpoint for distribution organisations with 10
employees, than first of all because F-statistics is high 201.661, we ought to reject the null
hypothesis of equation of group dispersion, secondly accordingly to corresponding t-statistics
6.503 we can conclude that also the null hypothesis about equation of mean should be rejected
with the generally acceptable significance level of: 1%, 5% and 10%. As a result the analysis
approve that the relative frequency of usage of TQM if we would divide the enterprises
according to criteria over or below 10 employees. Analogical conclusions received increasing
the break point to 20 and 100. In case we choose the break point of distribution of enterprises
250 number of employees, than because of F-statistics equal to 5.330 null hypothesis about
the equation of group dispersion could be rejected with the generally acceptable significance
level of 1%, 5% and 10% and correspondently t-statistics 1.720 we can conclude the null
hypothesis about the equation of mean could not be rejected nether with 5% nor 10%
significance level. Concluding break point of distribution 250 employees statistically is not
different for relative frequency usage of TQM.

This conclusion allows us to assume that the highest break point for the existence of
difference of relative frequency of usage of TQM in enterprises (enterprises with higher
number of employees use the tool relatively more frequently) is 100 employees.

Similarly the usage of Category management in enterprises according to number of
employees is analysed. As it is presented in Category management tool usage does not
changes as significantly as in case with TQM. Also relative frequency of Category
management usage of Category management in enterprises with over/below 10, 20, 100 and
250 employees is not as high as in case of TQM analysis.

Testing the distribution of enterprises according to number of employees by usage of t-
test we should conclude that also relative frequency of Category management tool usage is
influenced by number of employees in enterprise as it is presented in Appendix 13.

In case the enterprises are grouped according to number of employees 10 or 20 than the
hypothesis about equation of dispersion of groups should be rejected (F-statistics
consequentially is 57.5 and 21.8), that according to corresponding t-values we can conclude
that both with 5% and 10% significance level the null hypothesis about the equality of relative
frequency in groups should be rejected. Furthermore when the enterprises are grouped
according to number of employees over 100 or 250 than the hypothesis about the equality of
group dispersion could be rejected only with 10% significance level (F-statistics

consequentially 3.5 and.3.3) so because of corresponding t-values we can conclude that null
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hypothesis about the equality of relative frequency of usage in groups could not be rejected
within no one of significance levels of 1%, 5% or 10%.

As a result we can conclude that the highest break point where the difference of relative
frequency of Category management tool usage in enterprises (enterprises with the higher
number of employees use the tool more frequently) is 20 employees.

Similarly are analysed TQM and Category management relative frequency of usage
depending on the level of turnover of enterprise.

By summarising the statistics about the groups, depending on TQM relative frequency
of usage in enterprises with level of turnover over/below 100 000, 500 000, 1 000 000,
1 000 000 and 5 000 000 LVL, it is visible that the difference of frequency of usage of tool is
the highest in case the enterprises are grouped according to turnover over the level of more
than 1 000 000 LVL.

By usage of t-test the primary data analysis observations are confirmed, TQM usage
significantly differ in enterprises when the level of turnover is over or below 1 000 000
LVL.In case the enterprises are grouped as the level of turnover is over 100 000, 500 000 or
1 000 000, than the hypothesis about the equality of dispersions of groups can be rejected (F-
statistics consequentially 75.8, 45.3 and 18.2), then according to corresponding t-values we
conclude that we can reject the hypothesis of equation of relative frequency of usage in
groups both with the level of significance 5% and 10%. Furthermore when the enterprises are
grouped according to level of turnover 2 000 000 LVL or 5 000 000 LVL, than the hypothesis
about the equation of relative frequency of usage in groups could not be rejected (F-statistics
correspondingly 3.1 and 1.4), so according to corresponding t-values we conclude that null
hypotheses about the equation of relative frequency of usage in groups could not be rejected
nor with one generally accepted significance level of 1%, 5% and 10%.

So we can conclude that the highest break point while the difference of relative
frequency of TQM usage exists (the enterprises with higher turnover use TQM relative more
frequently) is 1 000 000 LVL.

Similarly Category management relative frequency of usage in enterprises according to
level of turnover is analysed. Primary group analyses presents as it is visible at Table that
with increase of break point of level of turnover the difference of Category management
relative frequency of usage is diminishing depending whether the level of turnover is over or
below the break point. The highest difference is visible when the organisations are grouped
with the break point over 100 000 LVL turnover.
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The accomplished t-tests approve previously observed: Category management usage
significantly is different whether the level of turnover of enterprise is over or below 100 000
LVL as it is presented Appendix 13.

Null hypothesis about equation of group dispersion we can reject only when the
enterprises are grouped when the level of turnover is over 100 000 LVL (F-statistics 57.5) and
according to corresponding t-value we conclude with the level of significance of 1%, 5% and
also 10% the null hypothesis about the relative frequency of usage in groups can be rejected.
Furthermore when the enterprises are grouped according to the turnover over 500 000,
1 000 000, 2 000 000 or 5000 00, than the hypothesis about the equation of dispersion of
groups could not be rejected (F-statistics do not overcome 3.222) and according to
corresponding t-values we conclude that null hypothesis about the equation of relative
frequency in groups could not be rejected nor with any generally accepted significance level
as 1%, 5% or 10%.

As a result we can conclude that the highest break point till which exists the difference
of relative frequency of usage of Category management tool in enterprises (the enterprises
with the higher turnover use Category management tool relatively more often) is 100 000
LVL.

By summary of results obtained with performance of t-tests we can conclude that the
usage of category management tool is typical for the enterprises with the break point of
number of employees equal to 20 and turnover over 100 000 LVL. At the same time the
analysis about the usage of TQM presents the break point of relative frequency of usage of
tool over 100 employees and turnover over 1 000 000 LVL.

The explanation of such results lies in the essence of TQM by its nature. Category
management tool is rather effective tool for performance enhancement of trade enterprises.
And it has effective results for the enterprise with 20 and more employees and turnover over
100 000 LVL that is rather insignificant figure for trade enterprise however at the same time
very representative for the Latvian market. It is obvious that coordination of processes in
enterprise increasing the number of employees and turnover requires more difficult
procedures. The most important peculiarity of TQM as it was already mentioned - is
continuous improvement as a result of focus on quality. While Category Management is an
effective management tool it is not enough to implement only Category Management in big
enterprises. The complex approach that is usage of TQM as a basic philosophy in
combination with Category management is the effective techniques for the performance

enhancement of trade enterprise. Thus we can conclude that the hypothesis six is approved.
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Practices of Category Management usage

During the casual buyer — supplier cooperation process the wholesaler's agent, thanks to
a good vendor selling skills, manages to bring goods into the retailer's assortment, the
wholesaler is satisfied with the results obtained and holds the position of observation,
anticipation, when the retailer ordered goods will be deployed shelves and sold.

Of course, the retailer will provide ordering and placement of shelves, but the result of
concern about a specific product in a particular group of goods and ends when the item is
included in the mix. Next, its fate will depend on whether the item in the store is able to find
sales and pay store staff's attention to be on shelves in time and ordered in time. However, in
practice it can be seen that significantly better results can be obtained only if the wholesaler
after the closing of the transaction continues to take care of your product. One of the key
solutions in this situation is to deal with trade groups or categories of goods as the strategic
business units.

The usage of TQM principles and Category management is a proven technique to
enhance the competitiveness of trade enterprise. In order to receive the successful results it is
necessary the clear interpretation of usage of the methods applicable exactly in trade
enterprises and adapted for the needs of wholesaler who serves as a seller or retailer who
serves as a buyer in buyer — supplier cooperation process. The author propos to use the
methodology of combination of management principles in a way as it is explained further.

Category management principles in the company's marketing strategy allows the
wholesaler to systematize the sales process and the impact of their production for sale to the
buyer - the retailer - thus ensuring the company's successful achievement of the objective -
profit and turnover increases.

Category management is the assortment management process in which each category of
goods is examined as an independent business unit. In the process of "category" is referred to
clearly identifiable and manageable group, which can identify and manage. This group of
products the consumer is perceived as related and / or a set of interchangeable products that
meet their needs. (ECR Baltic, 2008)

AC Nielsen - one of the world's best-known consulting companies dealing with the
maintenance of market data and analysis - experts offer the following definition of category
management - category management is the process of managing product categories as
business units and coordinate with the objective - to meet customer needs. (ACNielsen, 1992)

Category management objectives are to maximize customer satisfaction and create

vendor and supplier co-operation more effective. One of the strategic steps in theory-building
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process directly into the view from the marketing of products centred on the theory more
customer-centric theory.

Based on the above definition and understanding of the process, can be used to
supplement the following definition: category management is a formalized process under
which cooperate together manufacturers and retailers to manage business categories as
strategic business units to improve business results by focusing on understanding consumer
needs and satisfaction. (ECR Baltic, 2005, p. 2)

Category management is built on the foundations of marketing, to help retailers and
manufacturers to better reach consumers. It is a process that explores everything you want to
buy it. Process the result - satisfied customer who remains loyal to the shop.

Originally the process of 8-step process of Category management techniques was
created. But over time the process is modified according to each specific retail business needs
and competence. Some companies began to apply the theory to their needs, as well as drawing
on its experience. Consequently, today, some use the traditional 8-step model, but some of it
into a 6 or even 4-step model. In practice, companies usually set up to use the classic process,
but later modified it to suit your needs - except for activities which are not exactly up to date
for each time and change the order according to the company adopted the principles,
strategies and culture.

Already in the marketing strategy was based on a question of consumer need
satisfaction, but had to take time for companies to recognize the key role in the consumer
marketing strategy planning. Despite the fact that the corporation "General Electric" (USA)
has been called the first company that articulated in its marketing concept, GE's critics called
this company for business' who turned his face to the President and with his back to the
consumer. (O'Shonessi, 2002, ctp. 22)

Consequently, global marketing theory development more and more attention is paid to
consumer behaviour. Formed by the science of hermeneutics, and ethology, the study of
consumer behaviour became as a necessity for trade enterprises. However, consumers are still
being considered as one of the factors which must be taken into account when planning a
marketing strategy rather than as a key element.

Twentieth century, at the end of the category management began to be widely used in
the food retail business. Initially, the category management process began in the U.S. retail
food exceptions, but pretty soon spread to other retail sectors, such as books, household

electronics and much more. Using category management and strategic approach to assortment
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management principles, based on effective customer returns, wholesale companies have the
opportunity to strengthen our position and to prove their dominance to the retailer.

Category management process began with a strategy for the management. (Karolefski &
Heller, Concumer Centric Category Management, 2006, ctp. 33)

Wholesaler is important:

V' to define its strategy
vV to meet with his direct client - co-producer - retailer's strategy.

Management strategies will allow the retailer to offer exactly the requested product and
protect against irregular practices which may affect the future co-operation. For example, the
wholesaler's product ranges are a variety of teas. Tea products are regarded as one of the
wholesaler's product categories. Wholesaler’s category assortment consists of fast moving
packets of tea - black and fruit teas. Products available also include bulk tea. Loose teas, in
turn, is both fast moving variety, and exclusive loose tea varieties with different flavours. It
would be incorrect to offer strategic flavoured loose almost a retailer, such as Supernetto.
Supernetto is a discount store, whose strategy is to offer customers the cheapest goods, which
is achieved by operating with a narrow range of goods and low margins. Such chains plan to
achieve the desired profit results due to high turnover and rapid movement of goods. Flawed
strategic decision - to offer a product that does not comply with retailer strategies, resulting in
sinking to the wholesaler.

On the other hand, it is also necessary to inform retailers about their strategy. The more
information the retailer will know in most ways that informed retail agent will put your
products wholesaler categories of development plans. It is important to know the
manufacturer's strategy and communicate it at every stage, both the retailer and consumer.

This approach that can ensure the provision of interaction processes between trade
enterprises that lead to both a wholesaler and retailer thinking at one time of one particular
goal, which would satisfy the expectations of consumers, which ultimately contributes to both
turnover and profit growth, thanks to higher sales volumes. Category management process
helps create a competitive advantage, if proposes the proper planning of production,
procurement and sales and marketing processes.

While the U.S. states and several European countries in the category management
process was initiated by retailers, the first of which was a Wal Mart, the world's largest retail
network of Latvian retailers were not so active. Only twenty-first century category

management principles rather actively began to promote the direct manufacturers, especially
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tries to import category management with Procter & Gamble Company, which by that time
already tried all the advantages of other countries. (Walton, 2003)

Based on the fact that this process is the collaborative process, usually the retailer
chooses the most one key partners who trust the retailer. This partner is a company which
after the retailer's beliefs are properly resourced, as well as the knowledge and skills to
stimulate and achieve growth category. This company is called a "category captain”.
(Karolefski & Heller, Concumer Centric Category Management, 2006, p. 26)

Still in real wholesale company the events goes exactly the same way. By usage of BSC
management tool the management of the company formulates the goals for sales department.
The sales department is aiming to fulfil sales plans. The salary of sales agents are dependent
on sold volume. As a result the main wish of sales agent is to put as much goods on the

shelves of retailer as possible.

3.3 Rational implementation of the model, investigation and example of usage and

further development directions

Beside the tactical usage of category management principles in management processes
of enterprise the special attention should be put on measurement of the results reached by the
implementation of techniques. The author calls this part of a process — rational
implementation. The retailer’s dilemma presented briefly in chapter 2and Figure 2-37 serves
as a basic instrument that influences the retailer’s decision about purchase of goods and
strategic decisions within category, following the category management principles.

Theoretical model presented in mentioned chapter was tested in real trade company and
the results were analysed. As it was already presented previously the goal of the retailer is to

maximize the potential profit. As it is presented in Figure 3-22:
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Possible retailer decisions:
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Figure 3-22: Solution for the Retailer's dilemma

Source: author prepared figure

In order to simplify the understanding of the implementation of this approach the
example with only two goods was chosen.

Good Y has higher profitability factor. We can calculate the profitability factor in case
we know all the necessary variables. The knowledge of variables usually is available in
companies were the category management principles following 8 step model (or modified) are
used. In a compliance with category management basic principles we should start with
category definition. When we speak about goods X and good Y placement on the shelve we
assume that the goods should belong to one category. Let us assume that this category could
be ground coffee.

So by increasing the shelve space for good Y it is more likely to increase the total profit
within the category. At the same time by increase of the shelve space as a resource of the

product it is possible to increase the share of turnover of the product in a category in retailers
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wholesalers product turnover share on whole market.

show and at the same time according to the share of the retailer on the market influence the

Figure 3-23 presents the example of the retailer’s solution with usage of real market

data and retailers turnover and profit comparison.

Figure 3-23: Example of the Retailer’s dilemma solution

Source: author prepared figure

Brend A Brand B Brend C Brend D Others
Fact 2010
Total group LV Total chain data A B C D others
Nielsen share, % 100.0% 40.7% 31.8% 10.6%9 5.0%: 11.9%
Turnover NIELSEN without VAT, LVL 10722 314 536 116 218 199 170485 56 828 26 806 70097
Turnover without VAT, LVL (real) 591 876 274996 164 687 28 746 50523 72924
Shelf share, % 100.0% 50.0% 45.0% 1.09%9 3.0%: 1.0%
Total benefit, % 11.7% 13.00% 14.00% 0.00% 14.00% 5.00%
Total benefit, LVL 69 525 35749 23 056 7073 3646
Share in turnover, % 46%, 28% 5% 9% 12%
Share in benefit,% 51% 33% 0% 10%; 5%
PROFITABILITY FACTOR 111% 119% 099 119% 43%
PROGNOZE 2011_VAR.1
Estimation 2011 Total group LV Total chain data A c D others
Turnover without VAT, LVL (real) 10722314 591 876 275938 102 157 69 188 144 594
Shelf share, % 100.09%9 50.0% 35.0% 10.09% 5.0%
Total benefit, % 12.7% 13.00% 16.00% 20.0099 6.50%:
Total benefit, LVL 75453 35872 16 345 13838 9399
marketings 3%
Share in turnover, % A7% 17%; 12% 24%
Share in benefit,% 48%; 22% 18% 12%
PROHTABILITY FACTOR 102% 126% 157% 51%:
Changes in turnover, LVL 1.00 1.00 3.55 1.37 0.61
Changes in total benefit, LVL 1.09 1.00 1.96 0.35
5928
PROGNOZE 2011_VAR.2 with C
Total group LV Total chain data
Estimation 2011 A B c D others
Turnover without VAT, LVL (real) 10722314 591 876 275 344 130 375 95 375 62 188 28594
Shelf share, % 100.0%9 45.0% 20.0% 20.0% 10.0% 5.0%:
Total benefit, % 14.4% 13.00%: 14.00%: 16.00%9 24.00%: 4.00%:
Total benefit, LVL 85376 35795 18 253 15 260 14 925 1144
marketings 3%
Share in turnover, % A7% 22% 16% 11%, 5%
Share in benefit,% 42%, 21% 18% 17% 1%
PROHTABILITY FACTOR 90% 97% 111% 166%: 28%:
Changes in turnover, LVL 1.00 1.00 0.79 3.32 1.23 0.39
Changes in total benefit, LVL 1.23 1.00 0.79 2.11 0.31
15 851

Version 1 and version 2 presents different possibilities of shelve share of product in

retailer’s sales point. Depending on data of turnover and profit in addition with the market
data about each of the products the retailer modulates the scenario of profit and makes a
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decision. Version 2 brings triple more profit then version 1, thus the retailer will choose this
version.

This decision making profit is very important exactly for the wholesaler, because the
wholesaler in such a case should propose for the retailer the most competitive profit, that
would press the retailer to enlarge the shelve space of the product.

As a result of such an activity this action will increase the product turnover share within
the chain. Furthermore the changes in turnover chain will influence the total product turnover
share in category on a market. As a result the increase in turnover in a market will press the
other chains to increase the shelve space of the product as well.

Usage of TOM approach as a necessary complimentary philosophy designing a

competitive strategy of trade enterprise

Unfortunately while most of the producers are planning or got the quality certification
most of the retailers and wholesalers ether do not think that the quality processes control is
necessary for the business development or is not primary at the current moment. During the
research held by the author in the year 2010-2011 the 60% of respondents consider that during
the purchasing process they are interested to get quality products proved by certificate, while
the other 30% prefer to have the lowest price and do not care about the quality. At the same
time the readiness to provide the buyer with information about the quality is less significant
and differs among wholesalers and retailers.

The different standards of quality management have already a proven history beside
companies. ISO 9000 is used as a meta-standard in Quality already in more than 160
countries. However in the beginning of XXI century only several trade enterprises in Latvia
have got ISO certification. Lack of interest for quality management principles is especially
particular for retail enterprises. According to the research hold by the author about 75% of
retail enterprises do not regularly share any information about quality processes and statistical
data with their clients.

The popularity of Quality Management approach and implementation of 1SO 9000
standards had a rapid growth of interest within the middle of the first decade of XXI century
also in Baltic States. According to data of Latvian association for quality the number of
companies certified till the year 2010 reached 768. More detailed figures are highlighted in
Figure 3-24.
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Figure 3-24: Number of companies certified according to QM principles.

Source: Latvian association of quality

The peak of the interest to get the ISO certification was obvious in the year 2004 when
almost 150 new companies get the certification. The loss of interest after the year 2007 can be
explained by the economic crises when most of the companies aiming to cut the costs made a
decision not to continue a certification. Only 65 companies or 8.5% of the certified companies
are occupied in trade industry. Only four of them are dealing with FMCG retail. According to
the Latvian association for quality data as well as to the data given by the representatives of
the company Maxima Latvia is the only retail chain not only in Latvia but in whole Baltic
Countries that were certified according to ISO 9 000 quality standard. It is obvious that 65
certified companies between about 20 000 companies that are operating in Latvian trade
industry counts for less than a half percent and are dramatically insignificant.

Unfortunately while most of the producers are planning or got the quality certification
most of the retailers and wholesalers ether do not think that the quality processes control is
necessary for the business development or is not primary at the current moment. During the
research held by the author in the year 2010-2011 60% of respondents consider that during the
purchasing process they are interested to get quality products proved by certificate, while the
other 40% prefer to have the lowest price and do not care about the quality. At the same time
the readiness to provide the buyer with information about the quality is less significant and
differs among wholesalers and retailers.

Figure 3-25 shows the significant difference among the readiness of wholesalers and
retailers to share the information about the quality with the buyers. While 44% of wholesale
companies regularly share the information, only 25% of retail companies do this and 30% or
respondents from retail companies never share the information about quality processes and

statistics data with the buyer.
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Figure 3-25: Information by the respondents in author made research on question
“Do you share the information about you quality control processes and statistical data,
regularly, with you customers.”

Source: author prepared figure

The small number of retail companies also can be explained by number of problems the
management of retail company should solve to reach the desired result. The major part of
personnel of retail company is sales force. Most of people have not higher than average
education. While the first rule of TQM, strong management commitment is common for every
organization’s management and similar in enterprises operating in different industries, the
second rule of continual improvement as a result of focus on quality is much more difficult to
implement in retail enterprise. From one hand the retail company is the most important in
chain of delivery the final quality to the customer. On the other hand the delivery of quality in
most of the cases ensure not qualified personnel. Learning, training and education of
personnel can help in this process. However to success it is essential to follow with excellent
accuracy the other TQM principal — focus on process and making process work better.
Exactly in cases when final quality is delivered by not well qualified sales force it is crucial to
have the processes perfectly defined to give the sales force precise instruction of action. So
the implementation of TQM principals is especially important within retail companies.

TQM is not a separate management tool it is a general management philosophy. Total
Quality Management concepts formulate trade enterprise management policy, choose the
appropriate management tools which in combination with Total Quality Management
principles help executive to create and follow enterprise general tactics, perform growth and
enhance performance due to process optimization, cost minimization and achieving customer
satisfaction.

At the same time in order to follow the concept of total retail experience presented by

author due to peculiarities of retail industry it is not enough to implement TQM principles but
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it is necessary to align TQM principles with Total Retail Experience Controllable elements —
service and product quality, assortment of goods, internal store environment and store
policies. All the mentioned controllable elements at the same time are the key aspects of the
third category of TQM elements called by author “Focus on customer and enhancement of
customer satisfaction”. Category management is a management tool that helps trade
companies to reach customer satisfaction and ensures the performance enhancement of the
company.

Constrains, Implications, threats and further research possibilities

Strategic category management still do not guarantee the desired result. The importance
of the second group of management tools combined in a category of cost minimization tools
lead the author to look for additional techniques. The strategic category management
approach implemented by management of trade company following the principles of TQM
management can ensure successful buyer — supplier cooperation and help to satisfy
wholesaler and retailer needs by increase of turnover share of wholesaler products and
increase of profits for its partner — retailer. As a result such management technique helps to
enhance the competitive advantage of wholesale enterprise. At the same time the author is
worrying that in a long term still it does not guarantee a successful result. Some inquorate
decisions about enlargement of product on the shelves based only on profitability analyses
may lead to unreasonable increase of stock of goods. The cash resources of the retailer are
dependent on the frequency of purchases of goods from the wholesalers as it is highlighted at
Figure 3-26.

ANIAN
[ [_] \|’

Figure 3-26: Ordering process of retailer

Source: author prepared figure

Unreasonable increase of stock of goods may lead to decrease of cash resources thus
lead the retailer to bankruptcy. Still following the situation described with usage of Figure
1-14 and highlighted in chapter one it is necessary to remember about limitation of cash

resources available for the retailer. Wholesaler’s willingness is to increase market share is
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limited by shelve size. Retailer willingness to buy more goods is limited by cash resources
available at the period of time. This thoughts led the author to E. Goldratt works about theory
of constrains.

Eliyahu Godratt is a business management guru and his theory of constraints (TOC) has
changed the way we looked at problems and improvements. In his book, the authors Lepore
and Cohen have tried to integrate the contributions of these two great men. The System of
Profound Knowledge by Deming and TOC by Goldratt has been assimilated and the product
is a comprehensive system and a conceptual framework. (Lepore & Cohen, 1999)

Recently developed theory of constraints by E. Goldratt highlights the necessity to pay
attention not only on turnover and profit but also on a cash flow. The idea of the Lepore
pushed to look on the implementation of TOC principles within buyer supplier cooperation
during category management approach implementation in wholesale company. However this
limitation is not taken into consideration by author in this work and stay a possibility for

further research to hold in the nearest future.

Chapter summary

Chapter three starts with the overview of research methodology presenting the basic
methods used: like interviews with experts and quantitative research hold by the author
starting from the year 2010. After the constructs were defined, in order to measure and
compare the results of the survey the author have settled six hypotheses that were approved as
a result of the research.

The research questionnaire is presented and explained and the sampling population is
indicated. Further the third chapter presents the thorough classification of results of research
and demonstration of statistical approvals of hypotheses. After the hypotheses were approved
the author presents personal solutions and recommendations for usage of Category
Management tool in the process of interaction of trade enterprises that can help the wholesale
enterprise ensure the performance enhancement as a result of increase of market share of the
enterprise. The chapter reflects also the thoughts of author about the necessary
implementation of TQM approach as a necessary complimentary philosophy designing a
competitive strategy of trade enterprise.
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Conclusions

The goal of the Doctoral Thesis is to develop a practical, easy-to-use, and clear
methodology that helps business executives to build and develop a competitive business. By
bringing together the approved quality management theory principles with innovative
techniques of customer relationship management and partnership principles of business units,
the study provides an innovative, theoretical model, which gives the executives valuable
methodology in arranging and developing the management of enterprise under the proposed

scheme and enhancing the performance of trade enterprise.

The aim of first chapter is to reflect on the theoretical perspectives that present the
information about the classic management tools available for the managers, the tools that lead
to the improvement of interaction processes of trade enterprises. The improvement of the
coordination within the interaction process in its turn helps the enterprise to enhance the
performance. The management tools applicable in trade enterprises like wholesale and retail
trade companies are of the most interest within the conducted research. The role of wholesale
companies within the Baltic States appeared to be already not so important as a couple of
years ago. In order to keep and develop the position on the consumer market today, it is very

important for trade enterprise to develop the competitiveness of company.

In the first chapter, different classic management tools as Fayol’s approach, SWOT
analyses, Porter’s theory, and McKinsey’s seven S model are observed. The discussion
continues with the description of recent trends in management sciences and principles of
modern management tools used by executives of enterprises in order to enhance the
performance of enterprise. In the discussion the author glances at the essence of such
management tools as Balanced Score Card, knowledge management, growth strategic
approach, activity-based management, downsizing, outsourcing, customer relationship
management, and category management approach.

The special attention of author is taken by the Total Quality Management. While some of
the researchers recognise the TQM as one of management tools, the author considers that
TQM should be perceived as more than simply a management tool. TQM approach combines
most of the characters present in the majority of popular management tools and contains also
some additional features. The most important peculiarity of TQM is the continuous
improvement as a result of focus on the quality. The author sees three basic directions of
TQM features: strategy generation, continuous improvement and performance measurement

via cost minimisation and process optimisation, and finally focus on customer and
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performance enhancement via customer satisfaction. The author concludes that the use of
TQM concept should be used as a primary philosophy for the creation of management policy
of the enterprise. The manager should choose the most successful combination of

management tools following the TQM concepts.

The theoretical part is concluded with more detailed overview of category management
tool that ought to be one of the most popular tools among the executives of trade enterprises,
and different perceptions of this tool by researchers.

The second chapter of the Doctoral Thesis presents a thorough analysis of the trade
industry. The overview of global retail market presents the processes of globalisation in retail
industry and peculiarities of retail grocery, and further narrows the analyses to retail grocery
in the Eastern Europe and current situation in the Baltic retail grocery industry.

The analyses of retail industry were finalised by peculiarities of the Latvian retail
grocery industry where almost half of the market share is taken only by the biggest retail
companies. Additionally, the author highlights the tendency of constant growth of retail
turnover and takes a specific attention to the fact that there is a high tendency of growth of
turnover per one retail store. At the same time, also sales area in square meters per one shop is
constantly increasing.

The industry analyses are continued with overview of global and Baltics’ wholesale
industry. After the description of wholesale industry in Latvia, the chapter presents the official
statistical data about structure of wholesale industry in Latvia and wholesale turnover
dynamics. After the comparison of the official statistical data with changes over the years in
the retail and wholesale industries in Latvia, the author makes a conclusion that in parallel
with total increase of retail turnover and increase of turnover per retail shop on the Latvian
market, there is an obvious tendency of concentration of wholesale suppliers which is
characterised by significant decrease of number of wholesale companies.

In the conditions of presented market situation, it is obvious that wholesale companies
should find the appropriate management tools, develop competitiveness, and enhance the
performance of enterprise in order to keep the market position. The author discusses the
possibility of using TQM as a basic philosophy for choice of management tools for trade
enterprise in the mentioned market conditions, and proposes the use of category management
tool as a basic management tool for the performance enhancement of the enterprise. In order
to perform the successful interaction processes, the author proposes the model of using
category management that together with effective coordination of interaction processes

among the retailer and wholesaler enterprises is based on logical objective to maximise the
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profit within the category of products and possibility for wholesale to increase the market
share.

Chapter three starts with the overview of research methodology presenting the basic
methods used: interviews with experts and quantitative research conducted by the author
starting from the year 2010. After the constructs were defined, in order to measure and
compare the results of the survey, the author has put forward six hypotheses that were
approved in the result of the research.

The research questionnaire is presented and explained and the sampling population is
indicated. Further, the third chapter presents the thorough classification of results of research
and demonstration of statistical approvals of hypotheses. After the hypotheses are approved,
the author presents personal solutions and recommendations for use of category management
tool in the process of interaction of trade enterprises that can help the wholesale enterprise
ensure the performance enhancement as a result of increase of market share of the enterprise.

As a result the following conclusions were made by the author:

1. The basic condition that requires enhancing the competitiveness of enterprise
was defined. The market situation brings to the continuous decrease of the
number of wholesale companies and tough concentration on a wholesale market.

2. Concentration on the trade market of strong retail chains and biggest wholesalers
leads to losing the competitiveness of smallest wholesalers and retailers.

3. Contemporary executives of trade enterprises suffer because of lack of
knowledge about available management tools for the competitiveness
enhancement.

4. Wholesalers are more ready to work with retailers with higher market share and
do not wish to make investments in cooperation with small retailers.

5. Category management is an important management tool that enhances the
competitiveness of enterprise.

6. The success of implementing category management principles depends on the
compliance of quality management principles.

7. The opportunity of enterprise to strengthen and develop the desired position on
the market and enhance the competitiveness depends on the level of
development of quality management in the enterprise.

8. By use of the model developed by the author, rational use of TQM and category
management approach principles and the possibility to reach competitiveness

enhancement is guaranteed.
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9. The proposed model serves as a practical enterprise management technique that
assists in the creation of competitive enterprise.

Once again the author would like to point out that the use of popular marketing
basics is a must in trade process. However, it is not enough — strategy that is based
on continuous implementation of Total Quality Management principles in
management processes with combination of category management approach leads to
enhancement of competitive advantage of enterprise. In the current market situation,
especially management of wholesales enterprises need to increase the
competitiveness. The model proposed by the author of combining the Total Quality
Management techniques and category management principles will help the
management of wholesale enterprises to enhance the competitive advantage.
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Recommendations

Recommendations for trade enterprises

Aiming to enhance the performance of trade companies, both wholesale companies and
retail trade companies should seek for the improvement of interaction process among the
enterprises. The theoretical model developed by the author provides the executives with
methodology that regulates the coordination process between management of wholesaler sales
department and retailer purchasing department.

The executives of trade enterprises should constantly develop the knowledge of
employees about possible management tools they can use in fulfilling the responsibilities.

It is recommended to define the set of management tools necessary to implement in
enterprise, to use a wide range of management tools, and to narrow the number of used
management tools up to optimal level taking into account that successful management
practices use 15 tools on average.

To the management of wholesale enterprises

It is recommended to executives of wholesale enterprises to implement the category
management in regular process of interaction with the management of retail enterprises.
Implementation of the category management technique requires following and participating in
all the steps — define the category and category role; regularly perceive the category
assessment and scorecard. By using the data shared by retailer, the management of wholesale
enterprise should propose and agree with the retailer on the category strategy, tactics, and
implementation plan.

By implementing the category management techniques, the wholesaler should
remember that managing categories as strategic business units should be regarded as one of
the goals to maximise profit within the category. It is essential for the wholesaler when
planning the category sales strategies in the process of interaction with the retailer to propose
strategy that helps the retailer to maximise the profit.

It should be remembered to take the role of management captain in order to get the
control on the category development.

It is also important to implement both the category management technique as a basic
tool that may increase the market share of the enterprise first within the market of retailer, and
influence by the mean of increasing market share on the whole market.

For the enterprises with more than 100 employees or turnover of more than
LVL 1 000 000 per year, usage of category management should definitely be complemented

with implementation of Total Quality Management principles.
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To the management of retail enterprises

It is recommended for retail enterprises to make the use of category management
principles as a basic principle of procurement strategy.

In order to get the best results from the implementation of category management, it is
necessary to share the sales data and other analyses on category with wholesaler and actively
participate in the development of category strategy and tactics and implementation of
category plan.

During the process of category assessment the management of retail enterprise should
explain the wholesaler the possibility of increasing the market share and possible scenarios. It
Is essential to clarify the importance of increase of profit for the retailer and the power of
retailer to change the wholesaler market share.

When taking the decision about transaction on the market share for retailer, it is
necessary to remember not only about the possible profit increase but also about the rational
planning of cash flow.

Proposals for further studies

The author is convinced that this study is only a beginning for the development of
research on successful category management implementation. The important complimentary
research could be made on the influence of cash resources on the possibility to increase the
market share of wholesaler.

Additionally, it would be valuable to test if the use of methodology in the process of
interaction between other types of enterprises, for example operating in construction industry,
pharmacy or even public education sector, is applicable.

It would be valuable by such additional research to broader the scope of application of
the methodology by applying it not only to specific trade enterprises, but also to any business

and government, as well as non-profit enterprises.

148



Bibliography

1.

10.

11.

12.

13.

14.

15.

Aalst, W., & Hee, K. (2004). Workflow Management. Models, Methods and Systems.
Cambridge: MIT Press.

ACNielsen.  (1992). Positioning Your Organisation to Win. Chicago:
NTC/Contemporary Publishing group.

Anderson, R., & Eriksson, H. &. (2006). Similarities and differences between TQM,
Six Sigma and Lean. The TQM Magazine, 18(3), 282-296.

Ansoff, I. (1991). Critiques of Henry Mintzberg’s ‘The Design School: Reconsidering
the basic premises of strategic management. Strategic Management Journal, 12, 449-
461.

Arnheiter, E. &. (2005). Research and concepts: The integration of lean management
and six sigma. The TQM Magazine, 17, 5-18.

Arshinder, A. K. (2008). Supply chain coordination: Perspectives, empirical studies
and research directions. International Journal Production Economics, 115, 316-335.
Austin, J. (1980). How to do Things with Words. Oxford: Oxford University Press.
Bacon, N., Blyton, P., & Dastmalchian, A. (2010, May 19). The impact of
organizational change on steelworkers in craft and production occupational groups.
Human Relations 2010, 68(8), 1223-1248.

Barringer, B. R. (1998). Small business growth through geographic. Journal of
Business Venturing, 13(1), 467-492.

Basuroy, S., Mantrala, M., & Walters, R. (2001). The impact of category management
on retailer prices and perfomance: theory and evidence. Journal of Marketing, 65(4),
16-32.

Bechel, C. Jayram, J. (1997): Supply Chain Management: A Strategic International
Journal of Logistics managment, Journal 1, pp. 15-34

Bergman, B., & Klefsjo, B. (1994). Quality- From Customer Needs to Customer
Satisfaction. Lund: Studentlitteratur.

Berman, B. &. (1998). Retail Management (7th ed.). Upper Saddle River, New York:
Prentice Hall.

Bhulai, Sandjai (1997): Efficient Consumer Response, published in; Business
Mathematics and Informatics paper, Amsterdam.

Bhattacharya, A. ; Coleman, J. ; Brace, G. (1996): The Structure Conundrum in
Supply Chain Management, in: International Journal of Logistics Management, Vol. 7,

No. 1; pp. 39- 48
149



16.
17.

18.

19.

20.

21.

22.
23.

24.

25.

26.

217.

28.

29.

Blait, D. (2003). Osnovi marketinga (OcuoBsl mapketurra), published in Znanija.
Blattberg, R. (1995). Category Management Guides. Washington DC: Food Marketing

Institude.
BNS. (2010, October 4). http://bizness.delfi.lv. Retrieved July 2011, from Delfi
Bizness: http://bizness.delfi.lv/biznesa_vide/sogad-likvideti-jau-5520-

uznemumi.d?id=34435173

Born, G. (1994). Process Management to Quality Improvement. Chichester: John
Wiley.

Brown, P., & McDonnel, B. (1995). The balanced scorecard: short term guest or long
term resident? International Journal of Contemporary Hospitality Management, 7(2),
7-11.

Caune, J. (2005). Konkurétspgjigas prieksrocibas radisanas, attistiSanas un parnesanas
metodika Latvijas uznémumos. Doctoral thesis.

Charantimah, P. M. (2011). Total Quality Management. India: Dorling Kinderslay.
Chavan, M. (2009). The Balanced scorecard: a new challenge. Journal of Management
Development, 28(5), 393-406.

Cheng, T. &. (2007). Measuring success factors of quality management in the
shipping industry. Maritime Economics & Logistics, 9, 234-253.

Chris, L. K. (2007). The impact of ISO 9000 on operating perfomance and senior
executive compensation: an empirical analysis. Hong Kong: The Hong Kong
Polytechnic University.

Comitee & partnering group inc. (1995): Category Management Report: Enhancing
Consumer value in the Grocery Industry, ECR Canada Concepts, E. B. (n.d.). ECR
Foundation.

Cook, ml & Chadad, FR (2000): Agroindustrialisation of the global agrifood economy
bringing development economics and agribusiness research. In: Agricultural
Economics, 23, pp. 207-218.

Cooper, M.; Lambert, D.; Pagh, J.(1999) : Supply Chain Management: More Than a
New Name for Logistics, in: International Journal of Logistics Management, Vol. 8,
No. 1, pp. 1-14.

Cooper, Martha C. And Lisa M. Ellram (1993), Characteristics of Supply Chain
Management and the Implication for Purchasing and Logistics Strategy, The

International Journal of Logistics Management, VVol. 4, No. 2, pp. 13-24.

150



30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.
43.

44,

45.

Corsten, Daniel (ed. 2000): Academic Perspectives on the Future of the Conusmer
Goods Business, ECR Academic Partnerhsip: St. Gallen Cravens, J., & W., D. (1997).
Strategic Marketing (5th ed.). Chicago, Irwin.

Corsten, Daniel; Hofstetter, Jorg S. (2004): Efficient Consumer Response Adoption —
Theory, Model and Empirical Results, Bern.

Dahlgaard, J., Kristensen, K., & Kanji, G. (1998). Fundamentals of Total Quality
Management. Lundon: Chapman & Hall.

Datta, D. K., Guthrie, J. P., Basuil, D., & Pandey, A. (2010, January). Causes and
Effects of Employee Downsizing:A Review and Synthesis. Journal of Management,
36(1), 281-348.

Davenport, T. (1993). Process Innovation. Reengineering Work Through Information
Technology. Boston: Harward Business School Press.

Delfman, W And Albers, Sascha (2000): Supply Chain Management in the Global
Context, Working Paper No. 102, Dept. of General Management, Business Planning
and Logistics of the University of Cologne.

Deming, E. (1986). Out of the Crisis. Cambridge: MIT.

Deros, B. Y. (2006). A benchmarking implementation framework for automotive
manufacturing SMEs. Benchmarking: An International Journal, 13(4), 396-430.
Dienas Bizness. (2009). TOP 500 Latvijas lielakie uzneémumi. 2009, 40.

Dienas Bizness. (2011). TOP 500 Latvijas lielakie uznpemumi.

Dienas Bizness. (n.d.). www.db.lv. (Dienas Bizness) Retrieved august 1, 2011, from
www.db.lv:  http://www.db.lv/citas-zinas/partikas-tirgotaji-apgrozijusi-pusmiljardu-
174745

Dietz, J. L. (2006, May). The deep structure of business proceses. Comunication of the
ACM, 49(5), 59-64.

Downs, A. D. (2003). Emergent strategy development for. Emergence, 5(2), 5-28.
Drake, M. J. (2006). The Design of Incentives for the Management of Supply and
Demand. Georgia: H. Milton Stewart School of Industrial and Systems Engineering.
Dries, L & Swinnen, Jfm (2004): Foreign direct investment, vertical integration and
local suppliers: evidence from the Polish dairy sector, World Development, 32(9), pp.
1525-44,

Dries, L, Reardon, T, And Swinnen, Jfm ( 2004): The rapid rise of supermarkets in
Central and Eastern Europe: implications for the agri-food sector and rural

development. Development Policy Review, 22(5), pp. 525-556.

151



46.

47.

48.
49.

50.

51.

52.

53.

54,

55.

56.

57.

58.

59.

60.

61.

Dunn, S., Robert Seaker, M. A. Waller: Latent variables in business logistics research:
Scale development and validation. Journal of Business Logistics, 15(2), pp. 145-172.
Dussart, C. (1998). Category management: strengths, limits and developments.
European management journal, 16(1), 50-62.

ECR Baltic. (2005). ECR Basic concepts. ECR Board.

ECR Baltic. (2008, December 17). www.ecr-baltic.org. Retrieved from www.ecr-
baltic.org: www.ecr-baltic.org

ECR Board. (1995). ECR Europe Executive Board Vision Statement. Retrieved
November 21, 2008, from http://www.ecrmet.org: http://www.ecrmet.org
Euromonitor International. (2009, September). Global Retailing: How Consumer and
Retailing Fragmentation are changing Grocery Retailing. London.

Euromonitor International. (2010, December). Global Cash and Carry Chanel -
Wholesale Format With a Future? London.

Euromonitor International. (2010, November). Global Corporate Strategies in
Retailing.

Euromonitor International. (2011). Country Sector Briefing, Grosary Retailers in
Latvia. London: Euromonitor International.

Euromonitor International. (2011, January). Country Market Insight, Retailing -
Latvia.

Euromonitor International. (2011, January). Country Sector Breafing, Grocary
Retailers - Estonia. London.

Fel, E. (2004). Managing Consumer Goods in an Efficient Consumer Response
Manner. 677, 142-151.

Fel, E (2004): The Profiles of Demand and Interest at the (UMTS) Wirless
Communications Market, published in: Proceedings if the Intetnational conference ,
University of Vilnius, Lithuania.

Fel, Eli (2008): Empirical insights on Efficient Consumer Response in Latvia, in,
University of Latvia publication, volume 721.

Fel, E. (2008). The impact of efficient consumer response (ECR) on suppliers to retail
in Latvia. Doctoral thesis, University of Latvia, Riga.

Flynn, B., & Schroeder, R. &. (1995). The impact of quality management practicies on

perfomance and competitive advantage. Decision Sciences, 26(5), 659-692.

152



62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

Ford, R., Heisler, W., & Mccreary, W. (2008). Leading Change with the 5-P Model:
"Complexing" the Swan and Dolphin Hotels at Walt Disney World. Cornell
Hospitality Quarterly, 49(2), 191-205.

Fortune Global Europe Edition. (2009, 2010). Fortune Global Europe Edition.
www.fortune.com, www.forbes.com.

Frazier, Gary L., J.D. Gill, And S. H. Kale (1989): Dealer dependence levels and
reciprocal actions in a channel of distribution in a developing country, Journal of
Marketing, 53 (January), pp. 50-69.

Frazier, Gary ; L. R. Spekman, And C. R. O 'Neal (1998): Just-in-time exchange
relationships in industrial markets, Journal of Marketing, 52 (October), pp. 52-67

Fugate, B. (2005). Supply chain management coordination mechaniam. Working
papers.

Furrer, O. T. (2008). The structure and evolution of the strategic management field: A
content analysis of 26 years of strategic management researc. International Journal of
Management Reviews, 10(1), 1-23.

Firstenau, D. (2008). Process Performance Measurement: Integration of Process
Information in the Performance Measurement System. Munchen: Miinchen GRIN
Verlag GmbH 2008.

Gerning, David W. And Anderson, J.C. (1998): An updated paradigma for scale
development incorporating unidemensionality and its assessment, Journal of
Marketing Research, 25 (May), pp. 186-92.

Ghikajanu, M. (2008). Activity based management - efficiency method of the
management control systems. Annals of the university of petrosani Economics, 1(8),
219-223.

Glynn, W., & Lehtinen, U. (1995). Understanding services management: integrating
marketing, organisational behaviour, operations, and human resource management.
Chichester: John Wiley.

GMYD database. (n.d.). Global Market Information Database. London.

Goldkuhl, G. (1996). Generic business frameworks and action modelling. Proceedings
of Conference Communication Modelling — Language/Action Perspective’96.
Goldkuhl, G. (2006). Action and media in interorganizational interaction.

Communications of the acm, 49(5), 53-57.

153


http://www.forbes.com/

75.

76.

77.

78.
79.

80.

81.

82.

83.

84.

85.

86.

87.

88.

Goldkuhl, G., & Lind, M. (2004). Developing e-interactions — a framework for
business capabilities and exchanges. Proceedings of the 12th European Conference on
Information.

Goldkuhl, G., & Lind, M. (2008). Coordination and transformation in business
processes: towards an integrated view. Business Process Management Journal, 14(6),
761-777.

Goldkuhl, G., & Ro’stlinger, A. (2003). The significance of workpractice diagnosis:
Socio-pragmatic ontology and epistemology of change analysis. Proceedings of the
international Workshop on Action in Language, Organisations and Information
Systems.

Gooner, R. (2001). Managing product categories. Chaoell Hill: Chapell Hill.

Gooner, R. A., A. Richard, M. A., & William, P. J. (2011. gada September). Is Retail
Category Management Worth the Effort (and Does a Category Captain Help or
Hinder)? Journal of Marketing, 75, Ipp. 18-33.

Grimshaw, D., & Miozzo, M. (2009, August 28). New human resource management
practices in knowledge-intensive business services firms: The case of outsourcing with
staff transfer. Human Relations, 62(10), 1521-1550.

Greenbaum, J.M. (1997): Efficient Consumer Response: How software is remaking
the consumer packed good industry, Software Magazine, 17, pp. 38-48.

Gruen Thomas W. (1998): Category Management: The new science of retailing,
Financial Times: Mastering Marketing, (October),pp. 4-6.

Gruen, T., & Shah, R. (2000). Determinants and outcomes of plan objectivitu and
implementationin category management relationships. Journal of retailing, 76(4), 483-
510.

Gummesson, E. (1999). Total Relationship Marketing. Rethinking Marketing
Management: From 4Ps to 30 Rs. Worburn: Butterworth- Heinemann.

Gunasekaran, A., & Ngai, E. W. (2009). Modeling and analysis of build-to-order
supply chains. European Journal of Operational Research, 195, 319-334.

Gupta, Sunil (1998): Impact of sales promotions on when, what, and how much to
buy”, Journal of Marketing Research, 25(3), pp. 342-355.

Hamister, J. W. (2007). Impact of Category Management Practices. Buffalo: The State
University of New York at Buffalo.

Hammer, M. (1990). Reengeneering work: Don't automate, obliterate. Harward
Business Review, 68(4), 102-112.

154



89. Hammer, M., & Champy, J. (2003). Reengeneering the Corporation. A Manifesto for
Business Revolution. London: HarperBusiness Essentials.

90. Harari, O. (1993). Ten reasons why TQM doesn't work. Management Review, 82(1),
33-38.

91. Harmon, P. (2007). Business process change : a guide for business managers and BPM
and Six Sigma professionals. Amsterdam: Morgan Kaufman.

92. Harrington, H. (1991). Business process improvement. The Breakthrough Strategy for
Total Quality, Productivity and Competitiveness. New York: McGraw-Hill.

93. Harrison, Terry P. (2003) : Principles for the strategic design of supply chains. In. The
Practice of supply chain management, p. 5.

94. Hazlett Shirley-Ann, M. R., & Seamus, G. (2005). Theory Bulding in Knowledge
Management: In serch of Paradigms. Journal of Management Inquiry.

95. Hecker, A., & Kretschmer, T. (2010, May 4). Outsourcing decisions: the effect of
scale economies and market structure. Strategic Organization, 8(2), 155-175.

96. Heskett, J. (1987). Lessons in the service sector. Harvard Business Review,, 65(2),
118-126.

97. Heskett, J., & Sasser, W. &. (1997). The service profit chain. New York: Free Press.

98. Heskett, J., Jones, T., Loveman, G., & Sasser, W. &. (1994). Putting the service profit
chain to work. Harvard Business Review, 72(2), 164-174.

99. Hill, T., & Westbrook, R. (1997). SWOT analysis: it's time for a product recall. Long
Range Planning(30), 46-52.

100. Hoch, S. And Lodish, L. M. (1998): Store Brands and Category Management.
In: papers of Wharton School, University of Pennsylvania presentation for METRO
Group, tsseldorf 2003, p.68 (on CD-ROM).

101. Holzer, M., Charbonneau, E., & Kim, Y. (2009). Mapping the terrain of public
service quality improvement: twenty-five years of trends and practices in the United
States. International Review of Administrative Sciences, 75, 403.

102. Houlihan, John B. (1988), International Supply Chains: A New Approach,
Management Decision, VVol. 26, No. 3, pp. 13-19.

103. Hur, Daesik Et. Al (2004) An exploration of supply chain structure in Korean
companies. In. International Journal of Logistics 7.2004,2, pp.151-164

104. Hunter, P. &. (2007). Contemporary strategic management practice in
Australia: "Back to the future™ in the 2000s. Singapore Management Review, 29(2),
21-36.

155



105. Hutchins, R. (1997). Category management in the food industry: a research
agenda. British Food Journal, 99(5), 177-180.

106. lyer, Ananth V., Jianming Ye (1999): Assessing the Value of Information
Sharing in a Promotional Retail Enviornment, Manufacturing and Service Operation
Management, 2(2), pp. 128-142.

107. lyer, Ananth V., Bergen, Marc E. (1997): Quick response in manufacturer-
retailerchannels, Management Science, 43 (4), pp. 559-570.
108. Jap, Sandy D. (1999): Pie-expansion efforts: Collaboration processes in buyer-
supplier relationship, Journal of Marketing Research, 46 (November), pp. 461-475.
109. Jacka, M. a. (2009). Business Process Mapping, Improving Customer
Satisfaction. New Jersey: John Wiley.

110. Johanson, M. P. (1998). Supporting the category management challenge: how
research can contribute. Journal of the market research society, 40(1), 33-53.

111. Johansson, H. M. (1994). Business Process Reengineering. Chichester: John
Wiley.

112. Johansson, L : How can a TQEM approach add value to your supply chain?, in:

Total Quality Environmental Management, VVol. 3, No. 4 (Summer), pp. 521-530.

113. Johnson, J.L. (1999) Strategic integration in industrial distribution channels:
Managing the interfirm relationship as a strategic asset, Journal of the Academy of
Marketing Science, Vol. 27 No. 1, pp. 4 — 18.

114. Jones, T. ; Riely, D. (1985): Using Inventory for Competitive Advantage
through Supply Chain Management, in: International Journal of Physical Distribution
and Materials Management, Vol. 15, No. 5, pp. 16-26.

115. Juran, J. (1995). A history of Managing for Quality: The Evolution, Trends,
and Future Directions of Managing for Quality. Milwaukee, WI: ASQC Quiality Press.
116. Kaipia, R., & Tanskanen, K. (2003, 9). Vendor managed category

management—an outsourcing solution in retailing. Journal of Purchasing & Supply
Management, 165-175.

117. Kaplan, R., & Norton, D. (1992, January - February). The balanced scorecard:
measures that drive performance. Harvard Business Review, 71-80.

118. Kaplan, R., & Norton, D. (1996). The Balanced Scorecard: Translating
Strategy into Action. Boston: Harvard Business School Press.

1109. Karolefski, J., & Heller, A. (2006). Concumer Centric Category Management.
New Jersey: John Wiley&Sons.

156



120. Karolefski, J., Heller, A., & ACNielsen. (2005?). Consumer-Centric Category
Management. New York: John Wiley&Sons.

121. Keen, P., & Knapp, E. (1996). Every Manager's Guide to Business Process: a
Glossary of Key Terms and Concepts for Today's Business Leaders. Boston: Harvard
Business School Press.

122. Kolp, M. &. (2007). Patterns for organizational modeling. International Journal
of Enterprise Information Systems, 3(3), 1-22.

123. Kondo, Y. (1993). Companywide Quality Control - Its Background and
Development. Japan: 3A Corporation.

124. Kotler, P. (1994). Marketing Management (8th ed.).

125. Kotzab, Herbert (1999): Improving supply chain performance by Efficeint

Consumer Response : A critical comparision of existing ECR approaches, Journal of
Business and Industrial Marketing, 14, pp. 365-377.

126. Kotzab, Herbert (2002): Managing the Grocery Industry in an Efficient
Consumer Response manner, pp. 217-229.

127. Kracklauer / Mills/ Seifert (Ed.) (2004): Collaborative Customer Relationship
Management, Springer-Verlag Berlin, Heidelberg, New York.

128. Kurinia Et. Al. (1999): A Preliminary Comparison of U.S: and European
Experience, The Eleventh International Electronic Commerce Conference, Bled,
Slovenia, 126-143.

129. Kurt Salmon Associates, Inc (1993).. Efficient Consumer Response —
Enhancing cosumer Value in the Grocery Industry, published by Food Marketing
Institute, Washington DC.

130. Kurt Salmon Associates (1995): ECR 1995 Progress Report, Joint Industry
Project on Efficient Consumer Response.
131. Kurtulus, M., & Toktai, L. B. (2011. gada January-February). Category

Captainship vs. Retailer Category Management under Limited Retail Shelf Space.
Production and Operations Management Society, Ipp. 47-56.

132. Kruglov, M., & Shishkov, G. (2006). MeHemKMEHT KayecTBa Kak OH €CTh.
Moscow: Eksmo Education.

133. Lambert, D.; Cooper, M. Pagh, J. (1998): Supply Chain Management:
Implementation Issues and Research Opportunities, in: International Journal of

Logistics Management, VVol. 9, No. 2, pp. 1-19.

157



134. Langley, C.; Holocomb, M (1992): Creating Logistics Customer Value, in.
Journal of Business Logistics, VVol. 13, No. 2, pp. 1-27

135. Latvian Academy of Sciences. (2000). http://www.lza.lv/. Retrieved February
8, 2012,
fromhttp://termini.lza.lv:http://termini.lza.lv/term.php?term=tirdzniec%C4%ABba&lis
t=&lang=LV

136. Law, J. (2006). A Dictionary of Business and Management. Oxford University

Press.

137. Law, J. (2006). A Dictionary of Business and Management. Ozford University
Press.

138. Lee; Padmanabhan; Whang (1997) : The Bullwhip Effect In Supply Chains,
Mit Sloan Management Review; Spring ; 38, 3; ABI/INFORM Global, p. 93.

139. Lee, C.-C., & Lee, T.-S. &. (2001). Quality/productivity practices and
company perfomance in China. International Journal of Quality & Reliability
Management, 18(6), 604-625.

140. Lee, S., & Ko, A. S. (2000). Building balanced scorecard with SWOT analysis,
and implementing "Sun Tzu's The Art of Business Management Strategies" on QFD
Methodology. Managerial Auditing Journal(15/1/2), 68-76.

141. Legett, D. (1996): 1 know what I want... and I want it Now, Journal of
Marketing,12, pp.20-21.

142. Lepore, D., & Cohen, O. (1999). Deming and Goldratt: the theory of
constraints and the system of profound knowledge : the decalogue. North River Press.

143. Lind, M. (2006). Determination of business process types founded in
transformation and coordination. Systems, Signs and Actions, 2(1), 60-81.

144, Lind, M., & Goldkuhl, G. (2003). The constituents of business interaction —
generic layered patterns. Data & Knowledge Engineering, 47(3), 327-348.

145, Lindblom, A., & Olkkonen, R. (2006). Category management tactics: an

analysis of manufacturers' control. International Journal of Retail&Distribution
Management, 34(6).

146. Ljungberg, J. (1997). From workflow to conversation. Goteborg University.
Goteborg: Department of Informatics, Goteborg University.

147. Lowson, Bob (1999): Quick Response: Managing the Supply Chain to meet

consumer demand, New York

158


http://termini.lza.lv/
http://termini.lza.lv/term.php?term=tirdzniec%C4%ABba&list=&lang=LV
http://termini.lza.lv/term.php?term=tirdzniec%C4%ABba&list=&lang=LV

148. Majumdar, S. (2008). Modeling Growth Strategy in Small Enterpreneurial
Business Organisations. Journal of Enterpreneurship, 17(2), 157-168.

149. Mather, C (2005): The growth challenge of small and medium Enterprises
(SMEs) in South Africa’s food processing complex, in: Development Southern Africa,
Vol. 22, No. 5.

150. Martinez-Costa, M., & Jimenez-Jimenez, D. (2009). The effectiveness of
TQM: The Key Role of Organizational Learning in Small Businesses. International
Small Business Journal, 27(1), 98-125.

151. Mascarenhas, R. K., & Bernacchi, M. (2008). Buyer Seller Information
Asymetry: Chalenges to Distributive and Corrective Justice. Journal of
Macromarketing, 28.

152. Matthews, Ryan (1995): Is ECR dead?, Progressive Grocer, 74(March), pp. 58-
59

153. Matthews, Ryan (1997): “ECR — More promise than performace?”, Progressive
Grocer,

154. 76 (April), pp. 26-28

155. Matthews, C. (2006). Linking the supply chain to TQM. Quality Progress,
39(11), 29-35.

156. McLaughlin, E., & Hawkes, G. (1994). Category management: current status

and future outlook. . NewYork, Ithaca: Cornel University Food Industry Programm.

157. Medina-Mora, R. W. (1992). The action workflow approach to workflow
management technology. Proceedings of the Conference on Computer_Supported
Cooperative Work.

158. Mentzer, Johm T. And Daniel J. Flint : Validity in logistics research; Journal of
Business Logistics, 18 (2), 199-216
159. Mentzer, John T. And Kennth Kahn: “ A framework for logistics research”

Journal of Business Logistics, 16 (1), pp. 231-250.

160. Mentzer, Min, Zacharia (2000): The nature of interform partnering in supply
chain management, Journal of Retailing, 76(4), p. 549-568.

161. Mintzberg, H. (1990): The design school: reconsidering the basic premises of
strategic management, Strategic Management Journal, VVol. 11(3), pp. 175-195.

162. Mitchell, A. (1998, April 16). ECR's big idea requires sharing of information.

Marketing week.

159



163. Morgan, A., Kaleja, A., & Gooner, A. (2007). Focal supplier oportunism in
supermarket retaoler category management. Journal of operations management, 25,
512-527.

164. Morgan, G. (2006). Images of organization. Thousand Oaks.

165. Nacionalais apgads. (2002). Latvijas Enciklopédiska vardnica. Nacionalais
apgads.

166. Nonaka, I., & Takeuchi, H. (1995). The Knowledge-Creating Company. UK:
Oxford University Press.

167. Nunnally, C. J., & Bernstein, 1. (1984). Psychometric Theory. New York:
McGraw-Hill.

168. O'Rourke, P. (2005). A multiple-case comparison of lean six sigma deployment

and implementation strategies. ASQ World Conference on Quality and Improvement,
59, pp. 581-592.

169. O'Shaughnessy, J. (2002). KonkypeHTHblli MapkeTHHT CTpaTeruuecKuit
noaxox. Cn6 ITurep: Cn6 [Tutep.

170. O'Shonessi, D. (2002). KoHKypeHTHBII MapKETHHT, CTPATErHYECKUN MOIXO/.
Cu0. ITurep.
171. Oliver, R Keith; Webber, Michael D (1992).: Supply-chain management:

logistics catches up with Strategy, in: Logistics. The strategic issue, London, New
York et al., pp. 63-75

172. Osterle, H. (1995). Business in the Information Age: Heading for New
Processes. Berlin: Springer.

173. Parker, T., & McKinley, W. (2008). Layoff Agency A Theoretical Framework.
Journal of Leadership & Organizational Studies, 15(1), 46-58.

174. Passport Gmid. (2012). http://www.euromonitor.com. Retrieved 2012, from
http://www.euromonitor.com:

http://datubazes.lanet.lv:2136/Portal/Pages/Search/SearchResultsList.aspx

175. Pepe, S. M. (2008). The longitudinal impact of private label brands on category
profitability and loyal customers. Nova Southeastern University: Proquest.

176. epe, S. M., Abratt, R.,, & Dion, P. (2012. gada February). Competitive
advantage, private-label brands, and category profitability. Journal of Marketing
Management, Ipp. 154-172.

177. Pfeifer, T., Reissinger, W., & Canales, C. (2004). Integrating Six sigma with
quality management systems. The TQM Magazine, 16(4), 241-249.

160


http://datubazes.lanet.lv:2136/Portal/Pages/Search/SearchResultsList.aspx

178. Porter, M. (1985). Competitive advantage: Creating and sustaining superior
performance. New York: Free Press.

179. Porter, M. (1998). Clusters and competition: New agendas for companies,
governments and institutions. Cambridge MA: Harvard Business School Press.

180. Porter, M. E. (1990). The Competitive Advantage of Nations. New York: Free
press.

181. Raid, D. (1995). Fayol: from experience to theory. Journal of Management
History(1 (3)), 21-36.

182. Rasiel, E., & Friga, P. (2002). The McKinsey mind: Understanding and
implementing the problem solving tools and management techniques of the world’s
top strategic consulting firm. New York.

183. Reeves, T. C. (2005). Communication clarity in strategic management data
sources. Strategic Organization, 3, 243-278.

184. Rigby, & Darell, K. (2009). Management Tools and Trends 2009. Boston: Bain
& Company.

185. Rigby, D. K. (2009). Management Tools 2009, An Executive Guide. Boston:
Bain&Company.

186. Rummler, G. a. (1995). Improving perfomance. How to manage the wite space
on the Organizational Chart. San Fransisco: Josey-Bass.

187. Scalem, M And Divyanshu (2003): Category Management: A Strategic
Perspective and it’s Application in Indian Context.

188. Schmitt, A., Borzilo, S., & Probst, G. (2011). Don’t let knowledge walk away:
Knowledge retention during employee downsizing. Management Learning, 43(1), 53-
74.

189. Schmitz-Whipple, Frankel, Anselmi (1999): The effects of governance
structure on performance: A case study of Efficient Consumer Response, Journal of
Business Logistics, 20(2), pp. 43-62.

190. Scott, J. &. (2009). A Dictionary of Sociology. Oxford Reference Online.

191. Seifert. (2003). Collaborative planning forecasting and replenishment - How to
create a supply chain advantage. New York: American ManagemetnAssociation.

192. Shewhart, A. (1931). Economic Control of Quality of Manufactured Products.
New York: D. Van Nostrand Company.

193. Singh, J. (1997). WEurope Category Management Best Precticies report.
Rpland Berger & Psartner and the partnering group.

161



194. Singh, Jerry & Blattberg, Robert (2001): Next Generation Category
Management - The power of Information Technology to Focus on the Consumer, (ed.)
Datamonitor PLC ,London.

195. Simchi-Levi D., Simchi-Levi E., Kaminsky P. (2003): Managing the Supply
Chain, The Definitive Guide for Business Professional, McGraw-Hill Professional.
196. Sherman, J. (1989): Modeling managerial behaviour: Misperception of

feedback in a dynamic decision experiment, Managerial Science, 35, pp.321-339.

197. Sherman, R. (1994): ECR - another acronym or a real opportunity,
Transportation and Distribution, June 8, 60.

198. Simonin, Bernhard L. (1997): The importance of collaborative know-how: An
empirical teest of the learning organization, Academy Management Journal, 40 (5),pp.

199. Sinkula, James M. (1994): Market information processing and organizational

learning Journal of Marketing, 48 (January), pp. 35-45

200. Slocum, J., McGraw-Hill, & McGill, M. (1994). The new learning strategy:
anytime, anything, any-where. Organizational Dynamics(23(2)), 33-47.
201. Smith, Ken G., Stephen J. Carroll, And Susan J. Ashford (1995): Intra- and

interorganisational cooperation: Towards a research agenda, Academy of Management
Journal, 38, pp7-23.

202. Spee, A. P., & Jarzabkowski, P. (2011). Strategic planning as communicative
process. Organization Studies 2011 32, 32(9), 1217-1245.

203. Stank, Crum, Arango (1999): Benefits of interfirm coordination in food
industry supply chains, Journal of Business Logistics 20 (2), pp. 21-41.

204. Statistical Yearbook of Latvia 2011

205. Statistical Yearbook of Latvia 2010

206. Statistical Yearbook of Latvia 2019

207. Swaminathan, J. T. (2003). Models for supply chains in e-business.
Management Science, 49(10), 1387-1406.

208. Taylor, J., & Van Every, E. (2000). The Emergent Organization.
Communication at its Site and Surface. London: Lawrence Erlbaum.

209. Teece, D. G. (1997). Dynamic capabilities and strategic. Strategic Management
Journal, 18(7), 509-530.

210. Terblanche, N. &. (2001). Measuring customer satisfaction with some of the

controllable elements of the total retal experience: An exploratory study. South

African Journal of Business Management, 32(2), 35-41.

162



211. Tiwari, A., & Turner, C. &. (2007). A framework for implementation cost and
quality practices within manufacturing. Journal of Manufacturing Technology
Management, 18(6), 736-760.

212. Towill, Denis R.; Naim, Mohamed M., Wikner, Joakin (1992): Industrial
Dynamics Simulation Models in the Design of Supply Chains, in: International
Journal of Physical Distribution and Logistics Management, VVol. 22, No. 5.

213. Trotta, R. J. (2003). Rranslating Strategy into Shareholde Value. New York.

214. Tsouskas, H., & Vladimirou, E. (2001). What is organizational knowledge.
Journal of management Studies(38).

215. Valentin, E. (2001). SWOT analysis from a resource-based view. Journal of
Marketing, 52-69.

216. Vanags, A., & Chandler, M. e. (2006). Competition in Baltic Grocery Retail
Markets, A BICEPS Report. Riga.

217. Vanderveken, D., & Kubo, S. (2002). Essays in speech act theory. Amsterdam:
John Benjamins Publishing Co.

218. Vitek, S. (1998). A work in progress - Category Management. Progeressive
Grocer, 5.

2109. Vollman, T., & Brazas, M. (1993). Downsizing. European Management
Journal, 11, 18-29.

220. Voswinkel, U.: Efficient Consumer Response- BBE Sonderdokumentation,
Cologne, BBE-Unternehmensberatung, Vossen, C. (ed.), 2001.

221. Waal, A. (2003). The future of the balanced scorecard: an interview with
Professor Dr Robert S. Kaplan. Measuring Business Excellence, 7, 30-35.

222. Walton, S. (2003). Cnenano B Amepuke, kak s cozgan Wal-Mart. Moscow:
Anbnuna [TaGmmep.

223. Wang, V. W. (2010). Promoting Balanced Competitiveness Strategies of Firms
in Developing Countries. dissertation.

224, Wang, W. (2009). The role of knowledge management in achieving effective
crisis management: a case study. Journal of Information Science, 35.

225. Weinhrich, H. (1982). The TOWS matrix - a tool for situational analysis.
Journal of Long Range Planning(15(2)).

226. White, Chris. J. (2000): The role of slotting fees and introductory allowances in
retail buyer’s new-product acceptance decision, Academy of Marketing Science
Journal 28 (Spring), pp. 291-298.

163



2217. Whitworth, M. (1996, November 9). Category management: special report. The
grocer, Sippliment.

228. Winograd, T., & Flores, F. (1986). Understanding Computers and Cognition: a
new foundation. Norwood: Ablex.

229. Wong, W., Qi, J., & Leung, S. (2008). Coordinating Supply chains with sales
rebate contracts and vendor managed inventory. International Journal of Production
Economics, 1-11.

230. Wooldridge, J. (2003). Introductory econometrics: a modern approach. South -
Western College.

231. Woswinkel. (2001). Efficient Consumer Response (c ed.). BBE-
Unternehmensberatung Vossen.

232. Zook, C., & Allen, J. (Harvard Business School Press). Profit from the Core:
Growth Strategy in an Era of Turbulence. 2001.

Data sources

1. CSB Latvia databases, available at http://www.csb.gov.Iv/csp/content/?cat=355
(accessed 23/09/2008 — 27/09/2012).

2. Eurostat http://epp.eurostat.ec.europa.eu/portal/page/portal/eurostat/home/
(accessed 23/09/2008 — 27/09/2012).

3. Eurostudent 1V, National  Profile  of  Latvia, available at
http://eurostudent.his.de/eiv/report/ (accessed 22/08/2012).

4. Passport GMID (Global Market Information Database) available at:
http://www.lu.lv/?1d=4296 (accessed 23/09/2008 — 27/09/2012).

5. ISl Web of Knowledge / Web of Science available at:

http://www.lu.lv/biblioteka/resursi/datubazes/web-of-knowledge/ (accessed
23/09/2008 — 27/09/2012).

6. Emerald available at http://www.lu.lv/biblioteka/resursi/datubazes/emerald/
(accessed 23/09/2008 — 27/09/2012).

7. EBSCO available at http://www.lu.lv/biblioteka/resursi/datubazes/ebsco/
http://www.lu.lv/biblioteka/resursi/datubazes/emerald/ (accessed 23/09/2008 —

27/09/2012).

8. ProQuest Dissertations & Theses available at
http://www.lu.lv/biblioteka/resursi/datubazes/proquest/ (accessed 23/09/2008 —
27/09/2012).
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http://www.lu.lv/biblioteka/resursi/datubazes/proquest/

9. SAGE Journals Online available at

http://www.lu.lv/biblioteka/resursi/datubazes/sage-journals-online/

10. ScienceDirect available at
http://www.lu.lv/biblioteka/resursi/datubazes/sciencedirect/ (accessed
23/09/2008 — 27/09/2012).

11. Scopus available at http://www.lu.lv/biblioteka/resursi/datubazes/scopus/
(accessed 23/09/2008 — 27/09/2012).
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Appendixes

Appendix Al

Examples of organizational structures of trade organizations

Sales Department

Manager

Merchandising Key Accounts

Product Sales Sales
Call Center Manager Dﬁgﬁgggnt Managers Sale’\;lagzgzrrtsment Representative
Projects Manager P o (Spec. products)
Merchandising
Senior Sales Rep. Department

Manager Assistant

| 1
Sales Reps. Client Service :
Client Service Operators Merchandiser
Specialistt
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Appendix A2

“,Maxima Latvija” ir profesionali organizéts uznémums, kura darbiba ir
pilniba parskatama — no veikalu biivniecibas un precu iepirksanas lidz pat
pircéja grozam un kases lentei. Turkldt kompanija pastavigi domd, ka sos
procesus vel vairak efektivizet un padarit pircéjiem un darbiniekiem értakus. To
apliecina prestizais 1SO sertifikats, kas novembri péc ilgstoSa sagatavosanas
darba tika pieskirts ,, Maxima Latvija”.

Sertifikats apliecina, ka , Maxima Latvija” atbilst augstajam 1SO
9001:2000 standartam, proti, més varam lepoties, ka katrs darbinieks atseviski
un viss uznemums kopa strada ka precizi noreguléts pulkstenis.

Turklat jaatzimeé vel kads svarigs fakts — ,,Maxima Latvija” ir pirmais
mazumtirdzniecibas veikalu tikls Latvija, kas ir organizéjis savu darbibu

atbilstosi starptautiskajam standartam un tadejadi sanémis sertifikatu.”
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Appendix A3
Table A3-1: % share of GDP from trade from Total GDP

Historic | € mn | Current Prices | Fixed 2010 Exchange Rates

Categories Geographies 2005 2006 2007 2008 2009 2010 2011
Total GDP World 34 587 327.9| 38 733 778.4| 41 722 442.1| 44 249 419.2 43 755 037.2] 46 963 988.4[ 50 232 489.8
Total GDP Eastern Europe 1367 476.7) 1538602.7] 1813301.7] 2126998.3] 2048 349.3| 2256 371.2] 2560 011.8
Total GDP Estonia 11 181.8 13 390.7 16 069.4 16 304.2 13 839.6 14 305.3 15 738.7
Total GDP Latvia 12 891.4 15 833.1 209475 22 888.5 18 599.2 18 127.2 19 399.7
Total GDP Lithuania 20877.1 24.104.2 28 738.8 32 461.7 26 620.1 27 535.4] 30 694.5
Total GDP Western Europe | 10 674 463.3] 11 569 687.8| 12 215 366.7] 12 564 811.8] 12 154 221.2| 12 589 430.6] 13 043 152.2

GDP from Wholesale and Retail Trade;
Repair of Motor Vehicles, Motorcycles and Eastern Europe 195 585.2 226 979.1 266 870.6 316 403.2 287 991.7 317 587.2 349 202.8

Personal and Household Goods

GDP from Wholesale and Retail Trade;
Repair of Motor Vehicles, Motorcycles and Estonia 1433.8 1708.3 1999.5 1909.4 1539.7 1590.0 1659.2
Personal and Household Goods

GDP from Wholesale and Retail Trade;
Repair of Motor Vehicles, Motorcycles and Latvia 2270.3 2905.5 3653.5 3516.3 2552.7 2718.3 3002.0
Personal and Household Goods

GDP from Wholesale and Retail Trade;
Repair of Motor Vehicles, Motorcycles and Lithuania 3272.0 3640.7 4289.3 4974.2 4048.3 42125 4 547.6
Personal and Household Goods

GDP from Wholesale and Retail Trade;
Repair of Motor Vehicles, Motorcycles and Western Europe 1078867.3| 1151546.3|] 1206 850.1| 1254 283.0f 1191147.8] 1241591.8( 1288 842.0
Personal and Household Goods

Eastern Europe 14% 15% 15% 15% 14% 14% 14%
Estonia 13% 13% 12% 12% 11% 11% 11%
Latvia 18% 18% 17% 15% 14% 15% 15%
Lithuania 16% 15% 15% 15% 15% 15% 15%
Western Europe 10% 10% 10% 10% 10% 10% 10%

Source: The data summarized and calculated by author based on statistics gathered from
GMYD Database, Euromonitor International from national statistics
Research Sources:

GDP from Retail Trade, Except of Motor Vehicles and Motorcycles; Repair of Personal and Household Goods: Euromonitor
International from national statistics

GDP from Sale, Maintenance and Repair of Motor Vehicles and Motorcycles; Retail Sale of Automotive Fuel: Euromonitor
International from national statistics

GDP from Wholesale and Retail Trade; Repair of Motor Vehicles, Motorcycles and Personal and Household Goods:
Euromonitor International from national statistics

GDP from Wholesale Trade and Commission Trade, Except of Motor Vehicles and Motorcycles: Euromonitor International
from national statistics

Date Exported

(GMT): 08/02/2012
15:42:50

© Euromonitor International
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Appendix 4

Table A4-1: Retail turnover Baltic States

2005 2006 2007 2008 2009 2010 2011
Retail turnover in MLN EUR |Estonia 2794 3282 3924 3972 3388 3 564 3816
Retail turnover in MLN EUR |Latvia 3473 4 338 5277 5524 4 265 3990 4151
Retail turnover in MLN EUR  |Lithuania 4560 5080 5976 6416 5149 5003 5280
30//‘(;;’: change to previouse e i 17% 20% 1%|  -15% 5% 7%
://‘é;’: change to previouse |, iy 25% 2204 50|  -23% 6% 4%
;’f"e;’: change to previouse |, i, iania 11% 18% 7%|  -20% 3% 6%

Research Sources:

Retailing: Euromonitor from trade sources/national statistics

Date Exported (GMT): 10/02/2012 11:05:52

© Euromonitor International
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Appendix A5

Table A5-1: Distribution of store and non-store retailing

Market Sizes | Historic | Retail Value RSP excl Sales Tax | € mn | Current Prices | Fixed 2011 Exchange Rates

Geographies Categories 2005 2006 2007 2008 2009 2010 2011

Estonia Retailing 2794.1f 32823 39235 3972.1f 3388.3] 35635 3816.3
Estonia Store-based Retailing 2743.0f 32225 3855.6] 3897.2[ 3331.6] 35042 3749.2
Estonia Grocery Retailers 14134 14955 18342 1937.1] 1715.1] 1812.7] 1885.1
Estonia Non-Grocery Retailers 1329.6] 1727.0] 20215/ 1960.1] 1616.4] 1691.5] 1864.1
Estonia Non-Store Retailing 51.1 59.8 67.9 74.9 56.7 59.4 67.1
Latvia Retailing 3472.8] 4338.1] 5277.0f 5524.0] 42648 3990.4f 41514
Latvia Store-based Retailing 3415.1f 4249.7[ 5170.8] 54152 4189.3] 39143 40654
Latvia Grocery Retailers 1858.8] 2171.4] 25925 2968.7] 2471.8] 23325 2415.1
Latvia Non-Grocery Retailers 1556.3] 2078.4] 2578.3] 2446.4] 17175 1581.8] 1650.4
Latvia Non-Store Retailing 57.6 88.4 106.2 108.9 75.5 76.2 85.9
Lithuania Retailing 4569.3] 5080.1f 5976.3] 6415.6] 5148.7] 5003.4f 5280.0
Lithuania Store-based Retailing 4513.2 5003.3] 5879.1] 6304.6] 5028.4] 4860.6f 5102.1
Lithuania Grocery Retailers 2659.00 2996.6] 3542.7[ 37822 3199.7[ 3157.9f 33352
Lithuania Non-Grocery Retailers 1854.3] 2006.7] 2336.4] 2522.4] 1828.7] 1702.6] 1766.9
Lithuania Non-Store Retailing 56.0 76.9 97.2 111.0 120.3 142.8 177.9

Table A5-2: The structure of Retail Turnover

2005 2006 2007 2008 2009 2010
Retail turnover 3253438| 4090927 5167 091] 5327 796| 4 086 993] 3525 386
Non- grocery turnover 1419925] 2037 602| 2634 229| 2527 301] 1759020{ 1334654
Grocery turnover 1833513] 2053 325| 2532 861| 2800495| 2327 973] 2190732
Non-store turnover 63 392 95248| 142101] 158625| 159488 150243
% of non-store turnover 1.90% 2.30% 2.80% 3.00% 3.90% 4.30%
% Grocery turnover 56% 50% 49% 53% 57% 62%
% Non- grocery turnover 44% 50% 51% 47% 43% 38%

Source: The data summarized and calculated by author based on statistics
gathered from GMID and Central Statistical Bureau of Latvia provided data

170



Appendix A6

Table A6-1: Dynamics of change of number of employees in industry

2005 2006 2007 2008 2009
Grosay 46 626 44 255 45790 44726 40302
Non-Grosary 59 189 62 572 65711 64933 55988
Grosay % 44% 41% 41% 41% 42%
Non-Grosary % 56% 59% 59% 59% 58%
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Appendix A7

Table A7-1: Turnover share, Grocery retail by brand

Company name (GBO)

2006

2007

2008

2009

2010

Cum share
2010

24.3%

24%

cooperations together

Source: The data summarized and calculated by author based on CSB statistics,

172

GMID database, Lursoft.

Maxima UAB Maxima Groupe 17.9% 20.1% 19.8% 21.6% 23.6%
Rimi, Supernetto [Royal Ahold NV 19.0% 21.4% 22.3% 23.6% 23.8% 23.9% 48%
IKI, Cento Coopernic 3.1% 3.7% 4.0% 5.3% 3.7% 4.5% 53%
Mego Mego SIA 3.2% 3.3% 2.9% 2.1% 2.1% 2.3% 55%
Stockmann Stockmann Oyj Abp 2.0% 2.0% 1.9% 2.0% 1.9% 1.7% 57%
Sky Skai Baltija SIA 1.0% 1.4% 1.7% 1.7% 1.3% 1.3% 58%
Beta Zemnieciba SIA 1.4% 1.4% 1.2% 1.1% 1.0% 0.9% 59%
LaTS Latvijas Tirgotaju Savieniba SIA 0.0% 0.0% 0.9% 2.0% 6.1% 6.6% 65%
Aibe Aibe Baltic UAB 4.4% 5.5% 5.6% 5.8% 5.2% 5.3% 71%
Elvi Elvi Grupa SIA 3.6% 4.3% 4.9% 5.6% 5.2% 4.7% 76%
Tops! lepirkumu Grupa SIA 3.5% 3.8% 3.9% 4.0% 3.9% 4.5% 80%
Balstor Baltstor SIA 0.7% 1.2% 1.6% 2.7% 2.6% 2.3% 82%

Bigest retail chains 47% 53% 54% 57% 57% 59%

Joint Cooperations 12% 15% 17% 20% 23% 23%

Main retail chains and retailers 60% 68% 71% 78% 80% 82%




Appendix A8
Table A8-1: Share of GDP from Wholesale Trade and Commission Trade from total GDP
% of GDP from Wholesale Trade and Commission Trade, Except of Motor Vehicles and Motorcycles

from total GDP
Historic | € mn | Current Prices | Fixed 2010 Exchange Rates

Japan 9% 9% 9% 10% 10% 10%
Australia 6% 5% 5% 5% 5% 6%
Bulgaria 4% 4% 4% 4% 5% 5%
Czech Republic 6% 6% 6% 6% 5% 5%
Estonia 7% 6% 6% 6% 6% 5%
Latvia 9% 9% 8% 7% 7% 6%
Lithuania 7% 7% 7% 7% 7% 6%
USA 5% 5% 5% 5% 5% 5%
Austria 6% 6% 6% 6% 6% 6%
Belgium 6% 6% 6% 6% 6% 6%
Finland 4% 4% 4% 4% 4% 4%
France 4% 4% 4% 4% 4% 4%
Germany 4% 4% 4% 4% 4% 5%
Sweden 5% 5% 5% 5% 5% 5%
United Kingdom 4% 4% 4% 4% 4% 4%
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Appendix A9
Table A9 -1: Wholesale turnover data, Baltic States.

Wholesale
Wholesale and trade, except of Share of of
retail trade exept |motor vehicles |Wholesale of Share of food,
of motor wvehicles [and food, beverages [wholesale beverages Change
Country and motorcycles |motorcycles and tobacco trade and tobacco |[2009/2008
European Union (27
counltJries) ( 8013 812.49( 5416 762.32 911 722.97 68% 17%
2008 Estonia 16 739.50 11 443.0 1411.3 68% 12%
Latvia 20 918.10 13 760.6 2 394.6 66% 17%
Lithuania 25 205.20 15 642.8 2 947.0 62% 19%
2009 Estonia 12 368.00 8 017.4 1173.9 -17%
(Preliminary [Latvia 14 062.80 8 793.8 1781.0 -26%
results) Lithuania 18 664.10 11 027.2 2431.4 -17%

Eurostat statistics, Preliminary results on trade, main indicators (NACE Rev.2)
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Appendix A10

Process category

Process according to
Category Management

Process according to TQM Approach

Question

\g

Name oforganization's process

Question

Approach
Please define the level of importance for each
. . . Choice of organizational focus on |mentioned parameters - turnover, profit, quality and
Market orientation/marketing turnover, profit, quality or customer. Please distribute the figures in order to
Marketing Category Role focus 9|customer get 10 as a sum.
Market intelligence, regular
Marketing Category Assessment |Market intelligence 12|market researches Do you organize market researches
Please describe your marketing strategy, choose
The level of marketing strategy  |only one of the answers that fit most of all with your
Marketing Category Role Marketing strategy 13|development strategy
Do your suppliers provide you with information about
Suppliers readiness to share the |those quality control processes and share statistics
Logistics Category Assessment |Partnership with suppliers 16|information data
Do you have common information system in your
) enterprise that provide all the necessary information
Actions based facts, total for each employee that is required for the fulfilment
LOgiStiCS Category Assessment |involvement 22|Level of IT solutions development |of main responsibilities?
Lewel of supplier evaluation
Logistics Category Definition Supplier evaluation 15|procedures development Do you practise supplier evaluation?
Lewel of procurement procedures |Please define what is the most important in your
Logistics Category Role Procurement strategy 14|development purchasing procedure
Finance Category Scorecard Performance measurement 18|Finance planning procedures Please define yore finance planning process
Do you have any effective motivation system that
Teamwork, motivation and stimulates your employees propose innovative
Finance* Category Tactics Focus on employees , teamwork 27|empowerment suggestions?
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Process according to

Process category  Category Management Process according to TQM Approach Que'jrnon Name oforganization's process Question
Approach
) Innovations, continuous Do you introduce the newest IT technologies in your
Qu allty Category Assessment |improvement 11|Innovations in IT enterprise?
Do you provide the information to your clients about
. Quiality driven procedures with your quality control processes and share your
Quality Category Assessment |Focus on customers 17|focus on customer statistics data?
) Category Process definition and Do you have defined quality standards that are
Quality Implementation Focus on process 20| registration registered and clarified in official documents?
) Category Are yore company certified according to ISO 9001-
Qu allty Implementation Focus on process 21|Meta standard certification 2000 standards?
Continuous improvement by
Quality Category Review focus on quality 19|Quality controlling Do yore experience quality controlling procedures
Process definition and
) registration, documentation Do you have documentary formed strategy as a
Quality Category Strategy Formalised strategic procedures 10|according to quality standards  |business plan for example
factors putting as a first in a line the most important
) Focus, performance Understanding and awareness of |and 4 the least important. Performance
QU allty Category Strategy enhancement 28|quality management principles  |effectiveness, innovations, customer satisfaction,
Employees readiness for
Personnel Category Review Focus on employees , teamwork 24|changes Do yore enterprise' employees support changes?
Level of corporate culture Are yore company corporate culture principles
Personnel Category Strategy Focus on process 25|development formalised in an official document?
Employees involvement in profit  |Is your employee income dependent on company
Personnel |Category Tactics Focus on employees , teamwork 23|generation profit?
Level of learning, training and
Personnel Category Tactics Focus on employees , teamwork 26|education Do you practice your employee trainings?
Do you have any effective motivation system that
Teamwork, motivation and stimulates your employees propose innovative
Personnel Category Tactics Focus on employees , teamwork 27|empowerment suggestions?
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Appendix All

Zinatniskais Pétijums

Zinatniskais Petijums

P&fjums tiek veikts ar mérki izprast uznémumu vaditiju viedokli par piesjamo uzpémumu
vedifznas instrumentu kldstu un kvalitites vadifanas principu izmaniofznas lomu
uznémuma stratédiska vadiBand, k3 ar konkurdtepéjas stiprind&znd un atisthas
veicindSana.
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Appendix Al12

Correlation of tools with number of employees

VARIABLES:

ABM BSC TQM BNCHM BPR CM CI CC CRM CS DWNS EVAA GST KM
LSS LMT MVS OUTS POM SCP SA SP SCM EMPL

ROTATION: VARIMAX

METHOD: CORRELATION

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. ,890'
Bartlett's Test Approx. Chi-Square 1647,
Sphericity 154
df 276
Sig. ,000
Total Variance Explained
Extraction Sums of Rotation Sums of
Initial Eigenvalues Squared Loadings Squared Loadings
omp % Cu % Cu
one % of Cum of mulative of mulative
nt Total | Variance ulative % otal | Variance % otal | Variance %
8,022 33,424 33,424 8,022 33,424 33,424 | 3,444 | 14,349 14,349
1,676 6,982 40,407 1,676 6,982 40,407 3,156 | 13,151 27,500
1,389 5,787 46,194 1,389 5,787 46,194 | 2,883 | 12,013 39,513
1,285 5,354 51,548 1,285 5,354 51,548 1,974 8,224 47,737
1,190 4,959 56,507 1,190 | 4,959 56,507 | 1,613 | 6,722 54,459
1,001 4,173 60,680 1,001 4,173 60,680 | 1,493 | 6,221 60,680
,872 3,633 64,313
,858 3,576 67,889
,813 3,389 71,277
,751 3,127 74,405
0
124 3,015 77,419
1
,638 2,658 80,077
2
,590 2,459 82,536
3
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,581 2,420 84,955
,503 2,096 87,051
,459 1,914 88,965
,438 1,823 90,789
,393 1,637 92,426
,364 1,516 93,942
,345 1,437 95,378
,330 1,373 96,751
,281 1,170 97,922
,264 1,100 99,0
22
,235 ,978 100,000

Extraction Method: Principal Component Analysis.
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Rotated Component Matrix®

Component

4

ABM
BSC
TQM

BNCHM
BPR
CM

Cl
CcC
CRM

Cs

DWNS
EVAA

GST

KM

LSS
LMT
MVS

OUTS
POM

SCP

SA
SP
SCM
EMPL

438

696

580

447

692

621

495

503

434

464

,542
487

,516
,624
,663

29

35

, 7197
772
,576

,481

,531

473
606

,806

421

,531
,489

,810

, 799

ATT

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 29 iterations.
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Appendix A13 Correlation of tools with range of turnover

Table A13-1: Group statistics of usage of TQM by level of employment

EMPL N |Mean Std. Deviation |Std.Error Mean
TQ >=10 144 .35 478 .040
M <10 35 .03 169 .029
>=20 105 .37 .486 .047
<20 74 .16 371 .043
>= 100 49 .45 .503 .072
<100 130 .22 418 .037
>= 250 19 A7 .513 .118
<250 160 .26 441 .035

Source: author prepared table

Table A13-2: Independent Samples test for TQM usage by level of employment

Levene's Test for
Equality of Variances

t-test for Equality of Means

Selection Sig. (2-| Mean
Variable F Sig. t df | tailed) | Difference
10 Equal variances assumed 201.661 .000 3.880 177/ .000 319
Equal variances not assumed ‘ 6.503 155/ .000 .319
20 Equal variances assumed 47.138 .OOO‘ 3.120 177 .002 .209
Equal variances not assumed ‘ 3.266 176 .001 .209
100 Equal variances assumed 19.649 .OOO‘ 3.046 177 .003 .226
Equal variances not assumed ‘ 2.802 74| .006 .226
250 Equal variances assumed 5.330 .022’ 1.938 177| .054? 211
Equal variances not assumed ‘ 1.720 21| .100° 211

Source: author prepared figure based on research data analyses

or 5% significance level

with 1%, 5% nor 10% significance level
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the null hypothesis about the equation of means could not be rejected with 1%

the null hypothesis about the equation of means could not be rejected nether




Table A13-3: Group statistics of Category management usage by level of

employment
Std.Error

EMPL N |Mean Std. Deviation |Mean

CM >=10 144 44 498 .041
<10 35 .20 .406 .069
>= 20 105 A7 501 .049
<20 74 .28 454 .053
>=100 49 A7 .504 .072
<100 130 .36 482 .042
>= 250 19 .32 478 110
<250 160 .40 491 .039

Source: author prepared figure based on research data analyses

Table A13-4: Independent samples test of Category management usage by level

of employment

Levene's Test for
Equality of Variances

t-test for Equality of Means

Selection Sig. (2- Mean
Variable F Sig. t df tailed) |Difference
10 Equal variances assumed 57.500 .000 2.617 177 .010 .238
Equal variances not assumed 2.963 61 .004 .238
20 Equal variances assumed 21.857 .000 2.498 177 .013° .183
Equal variances not assumed 2.542 166 .012* .183
100 Equal variances assumed 3.569 .060 1.317 177 .189° .108
Equal variances not assumed 1.291 83 .200° .108
250 Equal variances assumed 3.290 .071 -.708 177 .480° -.084
Equal variances not assumed =724 23 476° -.084

Source: author prepared figure based on research data analyses

significance level

with 1%, 5% nor 10% significance level
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Table A13-5: Group statistics of TQM usage by level of turnover

Std. Std. Error
TRNO N Mean Deviation Mean
TQM  >=100 000 144 .33 473 .039
< 100 000 35 .09 .284 .048
>= 500 000 92 .39 491 .051
< 500 000 87 A7 .380 .041
>=1 000 000 51 43 .500 .070
< 1 000 000 128 .23 420 .037
>=2 000 000 37 .35 484 .080
< 2 000 000 142 .27 444 .037
>=5 000 000 20 .35 .489 .109
< 5000 000 159 .28 449 .036

Source: author prepared figure based on research data analyses

Table A13-6: Independent samples test of TQM usage by level of turnover

Levene's Test for
Equality of Variances t-test for Equality of Means

Selection Sig. (2- Mean
Variable F Sig. t df tailed) |Difference
100 000 Equal variances assumed 75.853 .000 2.966 177 .003 .248

Equal variances not assumed 3.986 86 .000 .248
500 000 Equal variances assumed 45.366 .000 3.324 177 .001 219

Equal variances not assumed 3.347 170 .001 219
1 000 000 Equal variances assumed 18.251 .000 2.784 177 .006 .205

Equal variances not assumed 2.583 80 .012% .205
2 000 000 Equal variances assumed 3.131 .079 1.002 177 .318° .084

Equal variances not assumed .953 53 .345° .084
5 000 000 Equal variances assumed 1.393 .240 .681 177 497" .073

Equal variances not assumed .637 23 531° .073

Source: author prepared figure based on research data analyses

a. the null hypothesis about the equation of means could not be rejected with 1%

significance level

b. the null hypothesis about the equation of means could not be rejected nether
with 1%, 5% nor 10% significance level
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Table 13-7: Group statistics of Category management usage by level of

turnover
Std. Std. Error

TRNO N Mean Deviation Mean

CM >= 100 000 144 44 498 .041
<100 000 35 .20 406 .069
>= 500 000 92 42 497 .052
< 500 000 87 .36 482 .052
>=1 000 000 51 37 .488 .068
<1 000 000 128 40 492 .043
>=2 000 000 37 .35 484 .080
< 2 000 000 142 .40 492 .041
>=5 000 000 20 .35 489 .109
< 5000 000 159 .40 491 .039

Source: author prepared figure based on research data analyses

Table A13-8: Independent samples test of Category management usage by

level of turnover

Levene's Test for
Equality of Variances t-test for Equality of Means

Selection Sig. (2- Mean
Variable F Sig. t df tailed) |Difference
100 000 Equal variances assumed 57.500 .000 2.617 177 .010% .238

Equal variances not assumed 2.963 61 .004 .238
500 000 Equal variances assumed 3.222 .074 .923 177 357" .068

Equal variances not assumed .924 177 357" .068
1 000 000 Equal variances assumed 445 .506 -.319 177 .750° -.026

Equal variances not assumed -.320 93 .750° -.026
2 000 000 Equal variances assumed 1.536 217 -.553 177 581° -.050

Equal variances not assumed -.558 57 579" -.050
5 000 000 Equal variances assumed .845 .359 -.397 177 .692° -.046

Equal variances not assumed -.398 24 .694° -.046

Source: author prepared figure based on research data analyses

a. the null hypothesis about the equation of means could not be rejected with 1%
significance level
b. the null hypothesis about the equation of means could not be rejected nether
with 1%, 5% nor 10% significance level
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Appendix 14 Correlation of tools with range of turnover

VARIABLES:

ABM BSC TQM BNCHM BPR CM CI CC CRM CS DWNS EVAA GST KM
LSS LMT MVS OUTS POM SCP SA SP SCM TRNO

ROTATION: VARIMAX
METHOD: CORRELATION

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. ,889
Bartlett's Test of Approx. Chi-Square 1630,
Sphericity 496
df 276
Sig. ,000
Total Variance Explained
Extraction Sums of Rotation Sums of Squared
Initial Eigenvalues Squared Loadings Loadings
Co ] % Cu T Cu T % Cu
mponent otal |of Variance | mulative % | otal |of Variance|mulative % | otal |of Variance| mulative %
1 {33,336 33,336 8,001 33,336 33,336 4,086 [17,026 17,026
,001
2 17,057 40,393 1,694 7,057 40,393 2,998 12,493 29,519
,694
3 5,744 46,138 1,379 5,744 46,138 2,995 12,478 41,997
,379
4 14,964 51,102 1,191 4,964 51,102 1,996 8,317 50,313
,191
5 4,911 56,013 1,179 4,911 56,013 1,368 15,699 56,013
,179
6 4,156 60,169
997
7 3,703 63,872
889
8 3,493 67,365
838
9 3,384 70,749
812
10 3,181 73,930
763
11 3,053 76,983
733
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12

13

14

15

16

17

18

19

20

21

22

23

24

711

609

587

504

457

448

393

356

350

333

278

265

235

2,961

2,537

2,447

2,101

1,904

1,866

1,637

1,482

1,458

1,387

1,158

1,102

977

79,944

82,481

84,928

87,029

88,932

90,798

92,436

93,918

95,375

96,762

97,920

99,023

100,000

Extraction Method: Principal Component Analysis.
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Rotated Component Matrix®

Component
1 2 3 4 5
ABM ,789
BSC , 743
QM 411 ,627
BNCH 425 /425
M
BPR 574
CM ,590
(¢]] ,547
CcC 577
CRM , 726
Cs ,630
DWNS -,437
EVAA | ,494
GST | ,657
KM ,620
LSS ,801
LMT , AT6
408
MVS ,
624
OouTS ,580
POM ,576 412
SCP ,463
SA ,402 ,516
SP 442 ,614
SCM 442 ,600
TRNO 725

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 12 iterations.
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