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Abstract

ZABO], M.: Position and development of the food independent trade and its prediction on Czech market. Acta univ.
agric. et silvic. Mendel. Brun., 2010, LVIII, No. 6, pp. 633-640

The paper deals with a problem of independent trade in Czech Republic which means small and me-
dium sized retail and wholesale enterprises without capital linkage to big companies abroad. Tt is es-
pecially focused on Czech food sellers trying to compete against transnational companies entering
and operating on Czech market. One of possibilities how to face geographically and financially strong
subjects is vertical cooperation and creation trade alliances. It means joining individual small and
medium sized wholesalers and retailers into one association representing all members. Main advan-
tages of these cooperative structures are lower purchase costs due to common negotiation with sup-
pliers and co-financing of some activities (for example promotion). It is very important to sustain the
diversity of retail market because of ensuring and forming competitive environment and offering the
miscellaneous forms of retail to final consumers. That is why the main goal of this paper is to find out
last changes and contemporary position and structure of the food independent trade alliances with
prediction of future development. It is necessary to mention the fact that data is quite difficult to gain
for this purpose. There are yearbooks of Czech and Slovak trade where some important information
are published namely sales of food trade alliances are used like main indicator to describe and predict
their development. A suitable statistic method has to be selected to fulfil the stated goal. Time series
and interlay with trend curve seem like the most suitable instrument. In case of individual trade alli-
ances the linear or logarithmic function will be used according to course of sales.

independent trade, retail, trade alliance, cooperation, trend curve, sales, competition
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Independent trade is not new term in Czech trade
terminology. It is classical form of retail business
which however had been pushed out of leading po-
sition after 1989, when foreign high integrated trade
firms entered the Czech market. There was a pro-
gressive reducing of number of independent stores
which were not able to compete with low prices
and wide assortment of transnational trade chains.
Rapid growth of number of new foreign retail firms
stagnated on about 2000. Now the situation is quite
stabilized and it means new chance for visibility of
independent traders.

Developing trends also indicate the changes on
preferences of consumers. They rank not only price
on the first place but mainly quality and comfort as

well during process of choosing of retailer. The sel-
lers try to reduce area of their stores and go over to
conception of convenience representing comfort
for customer and long opening hours. Gradual de-
velopment forecasts turning back of customers into
stores with friendly and professional staff where
they will not have to wait too long at cash-desk and
they will be able to buy daily goods in accessible
distance from house or job. All this with forms of
cooperation represents the possibilities of compe-
tition with high integrated chains for independent
traders (Zaboj, 2004).

Independent trader is doing business under own
registration number and tax number and indepen-
dent trade belongs to group of small and medium
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sized enterprises. Its importance and market share
was reduced significantly on 90-ies of 20" century
and it is stabilizing now (Cimler, Zadrazilovi; 2007).
According to Juracka, Z. (chairman of Union of
Czech and Moravian consumer cooperatives) Czech
sellers understand better the needs of Czech cus-
tomers than foreign chains'. However Czech experts
work even for these chains and it is controversial if it
is possible to consider this fact like competitive ad-
vantage of the Czech independent traders.
Clustering of smaller trade firms into cooperative
structures have become in principle the necessity.
Thanks to increasing competition, concentration in
structure of trade and even supplying firms and spa-

1I: The biggest Czech trade alliances based on centrally invoiced sales

tial expansion of retail chains the position of smaller
companies became worse compared with custom-
ers and even suppliers. Relatively faster growth of
strong trade companies forces out smaller retail
firms but even smaller wholesalers. Cooperation is
concentrated mainly on overcome the key competi-
tive factors (volume of goods, common distribution,
creating of own retail network). Due to these factors
the big trade companies are still more successful
(Gilbert, 2003).

The main goal of this contribution is prediction of
the role of food independent trade in Czech market
which is represents by individual trade alliances.

Trade alliance

Central invoicing (mil. CZK)

2000 2001 2002 2003 2004 2005 2006 2007
COOP centrum 10830 11100 11250 10873 10323 9993 9841 10221
Hruska, Ltd 3960 4320 5060 4550 4850 5500 6000 7200
COOP Morava, Ltd 3180 3960 3700 3270 3225 3100 3372 3300
Flop jih, Ltd 1650 1800 2240 2650 2865 2914 2982 2500
VONET CR, Ltd NA NA NA 2323 2547 2307 1931 1673
CEPOS /Bala 2180 1900 1530 1641 1856 1973 2180 2500
SVOP 1810 1910 1900 1847 1777 1700 NA NA
ENAPO, Inc. 1370 1610 1870 1418 1418 1420 1353 1300
AFEP NA NA NA NA 524 629 NA NA
Spar Sumava, Ltd NA NA NA 521 504 433 418 435
Eso market 610 530 450 297 NA NA NA NA
§ipka 600 NA NA NA NA NA NA NA
TOTAL 26 190 27130 28000 31247 32041 32900 31616 33072
NA: not available
Source: Yearbooks of Czech and Slovak trade 2005, 2006, 2008
IL: Tradealliances based on centrally invoiced sales - relative changes

. Relative changes of central invoicing (%)
Trade alliance
2001 2002 2003 2004 2005 2006 2007

COOP centrum 2,49 1,35 -3,35 -5,06 -3,20 -1,52 3,86
Hruska, Ltd 9,09 17,13 -10,08 6,59 13,40 9,09 20,00
COOP Morava, Ltd 24,53 6,57 ~11,62 -1,38 3,88 8,77 2,14
Flop jih, Ltd 9,09 24,44 18,30 8,11 1,71 2,33 -16,16
VONET CR, Ltd NA NA NA 9,64 ~9,42 ~16,30 -13,36
CEPOS / Bala -12,84 -19,47 7,25 13,10 6,30 10,49 14,68
SVOP 5,52 -0,52 -2,79 -3,79 -4,33 NA NA
ENAPO, Inc. 17,52 16,15 -24,17 0,00 0,14 -4,72 -3,92
AFEP NA NA NA NA 20,04 NA NA
Spar Sumava, Ltd NA NA NA -3,26 -14,09 -3,46 4,07
Eso market 13,11 -15,09 -34,00 NA NA NA NA
TOTAL 3,59 3,21 11,60 2,54 2,68 23,90 4,61

NA: not available
Source: Original processing based on Tab.

1 http://www.strategie.cz/scripts/detail. php?id=355113
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MATERIALS AND METHODS

Paper deals with just part of independent trade
namely food trade alliances and it was used of the
methods of scientific work during elaboration.
Firstly, the professional literature and other re-
sources were studied in which was found theoretical
basis. Secondly, the data was gathered from statistic
yearbooks of the Czech trade. Method of time series
and subsequent interlay with trend curve was used
to find out possible development in the field of in-
dependent trade.

Development in rank of trade alliances on Czech
market is illustrated in Tab. I figuring the biggest
Czech trade alliances according to centrally invoiced
sales in 2000-2007. Relative changes in centrally in-
voiced sales are stated in Tab. II.

Absolute total central invoicing indicates con-
tinual growth except 2006. It is more suitable to il-
lustrate this development in relative formulation
through chain indexes. Sizeable percentage grow of
total central invoicing was recorded in 2003 against
2002. Main reason was new alliances entering the
Czech market.

COOP Centrum

RESUILTS

Some alliances have gone down and the others
were newly created during given period. The fixed
star among trade alliances is COOP Centrum and
COOP Morava Ltd. They are the biggest according to
total sales and they join together individual chains
like COOP Tip and COOP Tempo (created by divi-
sion of original chain COOP Supermarket), COOP
Tuty and COOP Diskont. Next important alliances
are BALA Ltd, Hruska, Ltd, VONET CR, Ltd and
SVOP. Interesting fact is trend of sales going down in
alliances COOP whereas sales of VONET or Hrugka
are going up. Alliance Brn&nka sustain stable level of
sales as well as SVOP. ENAPO has recorded decrease
of sales in five years period. Fig. 1, fig. 2, fig. 3 and
fig. 4 illustrate changes of sales for chosen alliances
(COOP Centrum, BALA, Hruska and Brnénka) in
all monitoring period (1997-2007), interlay of trend
curve and prediction of figures for next five years.

Description of sales development for alliance
COOP Centrum and especially the interlay of trend
curve is quite complicated (see Fig. 1). At the begin-
ning there are extreme figures which practically

y = 370.43x + 24962
R* = 0.248

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

1: Line and prediction of sales (mil CZK) - alliance COOP centrum

Source: own processing
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2: Line and prediction of sales (mil CZK) - alliance BALA

Source: own processing
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make impossible equalization of data through suit-
able trend. After all the linear trend was used even
if it describes the real situation insufficiently accord-
ing to regression coefficient. Estimating figures were
stated for five years following after last established
piece of information. When downward trend of
sales would stop, level of sales could reach almost 31
billion CZK in 2012 which means approximately the
same level in 2001.

In case of BALA the line of sales is practically still
growing (see Fig. 2). Interlay of data through loga-
rithm function was suitable. BALA could be one of
the leaders in the field of independent alliances who
could threaten and decrease the sales of COOP. It
also offers assortment in all Czech regions and mar-
ket position is quite stable.

Alliance Hruska achieves very dynamic growth of
sales (see Fig. 3). The most suitable function was li-
near to interlay trend of sales development. Market
position of this subject seems like thread for alliance
COOP but Hruska operates only in several Czech
regions (Moravskoslezsky, Zlinsky, Olomoucky and
partly Jihomoravsky).

Hruska

Fig. 4 illustrates levels of sales in trade alliance
Brnénka. There are periodical increases of sales
but it comes step by step always after several years.
The most suitable way to represent this develop-
ment is logarithmic function. Brnénka evidently
cannot threaten position of alliance COOP because
it operates only locally namely in Brno and sur-
roundings. However this alliance has regionally very
strong position and good image between customers.
Representing development begins since 1998 be-
causc the data was not available in previous year
(note: Brnénka was created in July 1997).

DISCUSSION

Tt is possible to conclude that sales are chang-
ing in various course in the frame of individual al-
liances in the food independent trade. So that it is
quite difficult to forecast positively future develop-
ment of the whole branch of independent trade. The
most important alliances like COOP Centrum and
COOP Morava have recorded decline of sales in the
latest years whereas increasing trend is found out in
alliances Hruska, BALA or Brnénka.

y =694.11x + 3479.8
R%=0.9682
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3: Lineand prediction of sales (mil CZK) - alliance Hruska
Source: own processing
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4: Line and prediction of sales (mil CZK) - alliance Brnénka
Source: own processing
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Fig. 5 is showing the prediction of possible sales
development of food independent trade. The last
five years are estimated with optimistic, pessimis-
tic and intermediate (real) variant. The deviation of
intermediate variant is 16 % which is the largest de-
viation of forecasting and real sales development in
2001-2007. Deviations were even more than double
in previous years but due to extreme first figures in
graph neither extreme deviations were not taken to
account. The logarithmic function was chosen to
interlay the data. It seems like the most suitable in-
strument to show existing changes and not so rapid
growth like trend in the future. Moreover the ma-
jority of food trade alliances demonstrate right loga-
rithmic line of sales.

Data concerning independent trade is available
only till 2007, so that prediction in shorter time pe-
riod (five years) contains also data which will be pos-
sible to compare with real situation in the nearest

time. The next five years are considering from long
time perspective and possible development is elabo-
rated. Concretely growth of total sales is showed in
Fig. 5 through summation of sales in four given in-
dependent alliances (COOP Centrum, Hruska,
BALA and Brnénka). The sales should reach 52.7 bil-
lion CZK from 48.6 billion CZK in 2007 in period
five years. Alternative development of sales is pos-
sible since 2012. There will be increasing of sales
value up to 64.4 billion CZK with using the opti-
mistic trend till 2018. In case of pessimistic variant
the decline of sales in independent alliances will
go down to 46.6 billion CZK. Intermediate alterna-
tive forecasts gentle growth namely up to 55.5 bil-
lion CZK. Market share of the whole independent
trade in Czech republic will oscillate probably about
30%, while share of transnational trade chains will
be about around 70%.

SUMMARY

The independent trade has recorded a number of changes in Czech republic since 1989. Firstly there
was a rapid development and establishment of new Czech retail firms and stores. Then however fo-
reign subjects (mainly retailing companies) newly entering Czech market have gained still stronger
position. Due to the enter of transnational chains and growing stronger market competition the range
and structure of assortment on offer and services have changed. The shopping atmosphere in retail
stores has transformed significantly as well. That is why Czech independent sellers have started to use
the cooperative structures to be able more competitive against foreign trade chains.

Nowadays the situation on retail market is stabilizing. Some transnational firms have left the Czech
market and remaining retailing chains are trying to offer their products to their customers even in
smaller seats where they establish own smaller stores. Tt represents certain thread for independent
traders. However market share of the independent trade should oscillate about 30 % in several follow-
ing years similarly as contemporary portion.

The sales of independent trade alliances have demonstrated various trends of development in given
period. However it is possible to say that in sum of sales in all trade alliances the sales should achieve
a gentle growth. The real situation in the independent trade will be affected by economic crisis and
ability of independent traders to overcome temporarily higher price sensitivity of customers.

The paper has been written with the support of the GACR 402/09/1513 grant - “Strategic Alliances in
the Independent Trade and Services Sectors as a Competitive Instrument of Small and Medium Sized
Enterprises”.

SOUHRN
Postaveni a vyvoj nezéavislého obchodu s potravinami a jeho predikce na ¢eském trhu

Nezavisly obchod prodélal od roku 1989 fadu zmén. Nejprve doslo k jeho velkému rozvoji a zakla-
daninovych Eeskych nezévislych prodejen. Postupem ¢asu viak zataly Eeské firmy prenechévat svoje
misto nove vstupujicim zahrani¢nim subjekttim, zejména obchodnim firmam retailingového typu.
I diky vstupu nadnarodnich Fetézcti a silici konkurenci na trhu se zménila 3ife a skladba nabizeného
sortimentu a sluzeb. Také se vyrazné& proménila ndkupni atmosféra prodejen. Cesti nezavisli obchod-
nici za¢ali vyuZzivat koopera¢nich struktur, aby byli schopni konkurovat zahrani¢nim obchodnim fe-
tézclim.

V soucasné dob¢ se situace na maloobchodnim trhu stabilizuje. Do3lo k odchodu né&kterych zahra-
ni¢nich Fetézctl z Eeského trhu a stavajici retailingové subjekty se snazi oslovit zdkazniky i v men-
sich sidlech, ve kterych zakladaji své men3i prodejny. To pfedstavuje pro nezévislé obchodniky uréi-
tou hrozbu. Trzni podil nezavislych prodejcti by se viak v ndsledujicich letech mél pohybovat kolem
30%, stejné jako tomu bylo doposud. Trzby nezéavislych obchodnich alianci ve sledovaném obdobi
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vykazovaly rozdilné trendy vyvoje, aviak celkové je mozné ¥ici, zZe by v sou¢tu obchodnich alianci
mély trzby nadéle mirnym tempem riist. Skute¢ny vyvoj v oblasti nezavislého obchodu bude ovliv-
nén stavajici ekonomickou krizi a schopnosti nezavislych obchodnikt vypotidat se s do¢asné vetsi

cenovou citlivosti zakaznikt.

nezavisly obchod, maloobchod, obchodni aliance, kooperace, trendova k¥ivka, trzby, konkurence
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