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e 45%E Aot Qe HE ol HuElE P20 AT FRASE(LEol: BAIRM (LU 5
o] RNHFE9] BAAQ o 2hA PBYES & LD x 9 UA, MU 57 PBEE L= 1978 A
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Ql dlap=, A9dl, W= L2 o]= 33~ 30%2] Aobd AAlS o= MRS 4540 R &
A fES 19 FRH=7ER J7te, & =0 gFoto] olF AJ-5-AlE ol th(https://www.media. fast
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A Study on the Cooperation and Coexistence Strategy
between Lage Scale Distributors and
SME's through the PB Product*

Ik-seung Kim**

ABSTRACT

A fair and reasonable partnership, symbiotic relationship and optimized consumer welfare are required as there
are ongoing conflicts and problems between large retailers and partner small and medium-sized manufacturers.
The purpose of this study is to identify problems and conflicts that are derived from the production, distribution,
and consumption of PB products and to find the best-integrated policies to improve and overcome them. This
thesis is part of further and continuing research based on the results of existing preceding studies utilizing
inductive research methodologies. At the same time, it is a policy paper that aims to establish a win-win
cooperation culture among small and medium businesses through the development and diffusion of PB products
and to maximize consumer convenience.

The research targets large retailers that are selling PB products and cooperative small and medium enterprises
that are manufacturing and supplying them. The main focus of this study is to understand the implications of PB
products in the distribution market and their development and growth based on prior research. Next, the
researcher will analyze and discuss the development factors of PB, the problems that are derived, and their
causes. Finally, the researcher will present policy measures that can address and overcome the problems and their
expected effects. The policy options presented in this paper could contribute to establishing a cooperative
management culture among large and small businesses and enhancing the wellbeing and convenience of
consumers.

PB is generally designed by retailers such as supermarkets, large discount stores, outlets and department stores
according to customer preferences, and products are sold only through distribution companies. The economic
downturn, the growing trend of one-person households and the corresponding strategies of retailers to meet the
convenience needs of consumers have emerged as an enemy measure and are well positioned as an important

source of income.

* This study was supported by the 2018 Research Fund of Dongduk Women’s University.
** Professor of EU Trade & Marketing, Dongduk Women’s University.
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Large commercial retailers in Korea own and operate department stores, marts, SSMs, supermarkets and
convenience stores. They accounted for 90.4 percent of total retail sales in 2014. There is a concentration of retail
and monopoly among them in the distribution market. Looking at the share of PB sales by industry, nine
companies, including the three major retailers, show an average increase of 24.3 percent in 2013. This also
reflects the large impact on the purchasing power of the large retailers for their PB products. The increased
control over partner manufacturers of large retailers was a requirement for PB to be introduced, thus leading large
retailers to the planning and development of products, the production of PB products to manufacturers, and the
placement of PB. In this context, cooperative small businesses that have a low status of their brands and poor
ability in capital and marketing will be relatively more influential.

The problem is that although the increase in sales of PB products has a positive effect on the profits of
distribution companies, overall sales of delivery manufacturers are declining—i.e., no trickle-down effects are
shown (see KDI). The distribution margin of retailers was found to be higher than the operating profit ratio of
small and medium-sized manufacturers. In contrast, a KDI survey of 1,000 domestic manufacturers supplying PB
products found that the share of sales of PB in all conglomerates, excluding small entrepreneurs, increased as the
percentage of sales increased. In other words, the overall sales of PB have a negative impact on the business of the
manufacturers that produce and supply PB despite the growth of sales. Not only small businesses but also small
businesses that have experienced an increase in sales have experienced significant improvements in operating
profit. This implies that even if the size of production increases with PB sales, economic benefits cannot be
guaranteed. In other words, PB that is similar to NB has been released for self-indulgence, and the wealth
generated by sales of PB is shown as a low-profits distribution structure for partner small businesses.

The main reason for this is that the trade deal between Korea and China has a low manufacturing margin and a
high distribution margin due to the imbalance in bargaining power. The problems are attributable to low brand
awareness of partner small and medium-sized manufacturers and insufficient management power, which is a
result of a dependence on retailers or an imbalance of bargaining power. It is worrisome that this phenomenon
could negatively affect the autonomy and competitiveness of cooperative small and medium manufacturers. In
addition, PB products pose problems of quality degradation and liability for products resulting from them. There
are also legal constraints on PB that partner small and medium manufacturers cannot continue to use after price
indication violations and the expiration of PB contracts. The unfair trade of PB products between large and small
business partners is causing problems and conflicts.

As a policy measure to address the ideal problem, the company stresses the importance of establishing a
collaborative symbiotic culture among large and small business partners that do PB transactions and integrating it
within management. To support this, the government needs to implement various industry-oriented “carrot
policies to establish cooperative symbiotic attitudes within the enterprise. Reward and promotion of favorable
policies such as emotion in support and good best practices should be attempted first. In addition, special policies

such as supporting related tax (investment tax deduction) are needed for investment activities such as the
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introduction of automated machinery for the manufacture of new PB products. In addition, if it is able to produce
and supply PB to distributors and small businesses and to small businesses such as design, production cost
reduction, quality improvement R&D funds, and associated consulting and training expenses.

It should establish trade-related management and supervision guidelines, including quality control of PB
products, to prevent unfair trade practices against large retailers in advance as well as to protect consumer rights.
In particular, for quality control of PB products, the government needs to appoint and utilize relevant specialized
research institutes to manage and supervise them fairly and accurately. In addition, manufacturers tend to accept
unfair trade practices in fear of retaliation resulting in economic loss, and the protection, compensation, and
punishment system that follows through the confidentiality of whistleblowers. The government has prepared a
strategic alternative to maintain the price tag of PB products for a certain period of time, and the government is
also required to protect consumer rights and interests and to induce appropriate operating profits. After-sales
service (AS) and compensation system for PB are discussed in an advance contract between the distributor and
manufacturer. In order to protect and convenience of consumers, the distributor receives AS request and
compensates for damages. It is also necessary to guide users to continue using their brand institutionally through
a prior contract even after the PB contract expires. In addition, it is necessary to actively utilize the
double-branded system in which a joint brand of a company can be used together with the PB brand when
contracting PB. In particular, it is a fundamental methodology that allows small and medium companies to sell
their PB as their own brand in the future. Introduction and support of a self-help consultative body that can reflect
the interests of small and medium-sized manufacturers of PB is also required. The organization could help
maintain a fair, equal and fair PB transaction—cooperative symbiotic relationship with large retailers instead of
governments.

The proposed policy proposals for collaboration between PB-trade distributors and cooperative small and
medium-sized enterprises may be able to allocate optimum profits to PB-related degraders. Collaborative
symbiotic consciousness leads to a fair and fair distribution of costs and revenues from the purchase, production,
sales and consumer satisfaction of PB products by establishing a healthy trading culture. At the same time, it can
contribute to ensuring sustainable generator meetings between suppliers with shared objective values that can
protect them from the risk of business disruption that could result from mutual conflict and dissatisfaction.
Ultimately, the business culture of cooperative symbiotic management will be in effect when integrated into
mutual transactions and management processes through a mental code guide and behavior between these retailers
and small and medium partner companies. These ongoing innovation efforts will also help improve
competitiveness in the distribution market by overcoming the costs and time associated with conflicts among
suppliers.

First, as shown in the case of European developments based on the collaborative symbiotic culture, retailers’
active planning and development and marketing investment in PB products can contribute to a sustainable and

stable profit system for retailers. As the affordability of PB products is an important part of the competition,
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continuous efforts to improve and innovate PB products are needed to maintain consumer convenience. A
collaborative symbiotic culture could expand joint R&D on new PB products, contributing to greater ease of
consumption and value. The revitalization of PB products would lead to ongoing sources of income for small and
medium-sized companies in question. If a fair trading system between the distribution and the manufacturer was
completed and the cooperative symbiotic relationship was continued, this would lead to a new investment. Thus,
new product development and innovation will help drive the mid-line of collaborative SMEs by creating a strong

source of competitiveness and a new market.

Keywords: PB Product, Large Scale Distributors, SME, Cooperation and Coexistence Strategy, Policy Proposal,
Expected Effect



