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5 (0,000 (0,000 (0,000 (0,000
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The Analysis of Large-scale Discount Store Location
on the Performance of Dairy Product Agencies and

Its Importance Factor for Agency Assessment

Chulsoo Park®, Pilsung Kang™

Abstract

The recent distribution revolution that triggers the excessive growth of large discount stores
raises an issue of building new marketing tactics and a fair assessment system for sales agents
in the dairy product retailing industry, These new marketing tactics are closely related to the
agencies that deal with supermarkets, domestic markets and delivery services. In business
management, setting the assessment standard for the company’s agencies and maintaining
fairness when trading with the agencies are critical. The purpose of this study is to analyze
how the entry of large discount stores affects nearby fresh food retailing agencies, and to
determine the appropriate relative importance of it when assessing the performance of fresh
food retail agencies.

In order to investigate the influence of the entry of large discount stores, the sales of the
Company S are collected for a total of 31 large discount stores that are open in 2012 by the top
three big companies in South Korea, We first compare the three months’ sales figures after its
entry with the sales figures prior to the entry, The agencies are categorized into five groups,

according to their relative location to the large discount stores that are newly installed.

O Group A! Fresh food retailing agencies that supply the products to the large discount
stores that are newly installed, (27 stores)

O Group B: Agencies nearby the large discount stores but do not supply the products (B1 C
B2 C B3)

* Ph.D Candidate, The Graduate School of Public Policy and IT, Seoul National University of Science & Technology
** Corresponding Author, Assistant Professor, Deptartment of Industrial & Information Systems Engineering, School of
Business and Technology, Seoul National University of Science & Technology (pskang@seoultech.ac. kr)
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- Group B1: Less than 1km from the large discount stores. (37 stores)
- Group B2: Less than 2km from the large discount stores. (54 stores)
- Group B3: Less than 3km from the large discount stores, (61 stores)

O Group C: Agencies not related to the entry of the large discount stores.

With the relative sales performance of the five groups before and after the entry of the

large discount stores, we construct three research hypotheses as follows,

Hypothesis 1: Group A’ s average of increase rate of the sales is larger in number
than Group C,

Hy:xy = p, Hyixy > pe
1 m+3 1 m+3
al 3 z Revenue;, 3 Revenue 4 ,
_E t=m+1 o t=m+1
He = 1 m—1 ) ‘U'A? - 1 -1
j=1
- z Revenue;, - Z Revenue 4
3t:m*3 375:7”73

Hypothesis 2: Group B s average of increase rate of the sales is larger in number
than Group C.

Hy:xp i) = e H ixp ) < fe k=1,2,3.
1 m+ 3 1 m+3
al 3 Z Revenue c(;) 3 Z Revenuep (;)
_ t=m+1 _ t=m+1
He = 1 m—1 ) MBk,i - 1 —1
j=
3 Z Revenuec(]—)vt 3 Z RevenueBk(i)_’t
t=m-—3

t

m—3

Hypothesis 3: In Group B, influence of large discount stores is stronger when the
distance between the large discount store and the branch retail
store,

Thesis 3-1: Hy, : Py = Ppy » Hy i Py > Py

ThCSiSB—Z: HOl:PBZZPBS ) H11:PB2>PB3
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(Table 10) Detailed Evaluation Factors and the Evaluation Rank

Level 2 Final Weights and Rank
Level 1
Assessment Criterion Weight Rank Weight Rank
Total
Retailing Channel Sales 0.r18 W 0.220 1
Retailing Channel | 0.306 —
Specific Channel Sales 0.282 5 0.086 3
(School meals)
Product Category 1 Sales 0.637 1 0.167 2
Product Portfolio | 0,263 Product Category 2 Sales 0.214 2 0.056 7
Product Category 3 Sales 0.149 3 0,039 12
The surrounldmgs of branch 0.179 4 0.034 13
retail stores

Management 0190 Customer complaint 0.251 2 0.048 10
Capability ’ Product Payment 0.360 1 0.069 6

Cold Chain

21 4

(Temperature in Retailing Process) 0.210 3 0.040 M
Improving Special Client 0,184 4 0.044 9
The Ratio of Treating New 0.216 3 0.052 8

Process and 0239 Products,
Environment ’ Carrying Out Policy and Values | 0,308 1 0.074 4
The Effect Qf the Entry of the 0,292 5 0.070 5

Large Discount stores,

Based on the Student’s t-test, we found the null hypotheses of the hypothesis 1, 2, and 3 can
be rejected. In other words, the entry of large discount stores resulted in the increased sales of
Group A, but decreased sales of Group B. In addition, the influence of large discount stores on
the sales performance is stronger when the distance between the large discount store and the
agencies becomes closer,

In order to build an appropriate evaluation model for the fresh food retailing agencies by
taking the large discount store entry effect, we established thirteen assessment criteria under
four perspectives, Then, we conducted the analytical hierarchy process (AHP) to estimate the
relative importance of the assessment criteria. The relative importance determined by the AHP
is listed in Table 1.

For the higher level (Level 1), it was found that the Retailing Channel was the most important
assessment criterion, followed by Product Portfolio, Process and Environment, and

Management Capability, Among the detailed assessment factors, it was found that the “Total
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Retailing Channel Sales”, “Product Category 1 Sales”, and “Specific Channel Sales” were the
three most significant criteria, The rank of “The Effect of the Entry of the Large Discount stores”
was determined as 5, which implies that it is almost as important as the sales volumes when

assessing the performance of fresh food retailing agencies.

Keywords: Dairy Product Sales Agents, Large-Scale Discount Store, Agent Performance Assessment,

Analytic Hierarchy Process (AHP)



