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Abstract. The primary goal of retail operations similar to any other businessisto make a profit by satisfying consumer
needs. To achieve the goal and ensure competitiveness retail enterprises need to carry out their operations as efficiently as
possible by applying the latest, most modern work organisation methods. Work efficiency can be achieved by reducing
supply chain costs which in turn can be achieved through successful cooperation among all the partiesinvolved. Efficient
Consumer Response (ECR) is not just a new approach to process organisation in retail trade but affects all business
processes as a whole taking them to a totally new and much higher level, thereby ensuring an increase in customer
satisfaction and loyalty levels. The aim of the present research is to review the latest scientific literature on ECR,
understand its working principles and carry out a survey of expertsin order to ascertain the level of application of ECR in
retail enterprisesin the Baltic States and put forward recommendations for the enhancement of application of ECR.
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distributers and retailers could receive the reingin
I. INTRODUCTION 46% [8].

Despite the overall growth of the retail trade  The research reviewed the use of most popular
sector, internal competition within the respective efficient consumer response (ECR) principles iaitet
sectors is increasing. Therefore it is very impurta trade. ECR system elements are never a finished
find opportunities on how to successfully survivela process but an enhancement tool for enterprises.
develop in circumstances of intense competitiore Th ~ The aim of the research is to assess the level of
consumer is the one who makes the choice and thase of ECR systems and development perspectives in
satisfaction of the consumer needs is the primagt g retail enterprises as an effective tool for inciegts
of retail trade. The consumer’s choice is basethen competitiveness.
good (assortment and quality), price and place. The The following tasks were set for achieving the
consumer would also like the service to meet theiraim:
expectations and to receive the necessary 1. Study the theoretical base of ECR.

information. In the modern information era it issga 2. Characterise the retail trade sector in the
for consumers to gain information about the befgtrof Baltic States and the prerequisites for
on the market and retail enterprises have to come u implementing ECR in retail trade.

with solutions to be leaders in the fight to attrac 3. Determine the level of use of ECR and its
consumers and maintain long term relationships with possibilities in Baltic retail enterprises.

them. According to existing research [1] the cdst o Research limits: 9 Baltic state experts in theilreta
attracting new customers is 5 — 10 times moretrade were surveyed in order to identify the treimds
expensive than selling to your existing ones ancthe Baltic States and put forward the conditions fo
existing customers spend 67% more money than ne'building and strengthening customer relationship
customers. Therefore it is essential that retailmanagement. The following limits were set due ® th
enterprises work out a system that would creatgedes information necessary in the enterprise for engurin
in existing customers to carry out repeat purchasecustomer relationship management: customer
and continue their relationship. One of the system:relationship management was researched primarily
offered for ensuring efficient operations in retadlde  from the point of view of methodological aspectsl an
is ECR Efficient Consumer Respons&n American  the opinions of retail trade experts. Researchogeri
marketing management firm has researched that th1lst September 2014 to 1st September 2016.

benefit of introduction of ECR would be a reduction  The following research methods were used:
of retail prices by 10.8% [13]. It is expected that monograph or descriptive method, logical -
manufacturers receive 54% of the savings andconstructivist method — comparison of theoretical
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materials with empirical results; the experts’ ®yv  intense competitive circumstances one of the most
was processed using SPSS — to ascertain the Ievel asignificant success factors of enterprises is ensto
use of ECR in retail enterprises in the Baltic &at satisfaction with the range of products and sesvice
The methodological base of the research is basedffered and their loyalty to products/brand/entisgar
on works of foreign author8gést R.; Doyle J.; Evans In fact, a favourable attitude and loyalty are Iaesis
M. etc) and publications in periodicals that provide for creating the enterprise’s customer capital.
an overview of trends in the field of customer However, to achieve the desired level of customer
relationship management and the novelties in thesatisfaction and loyalty, the enterprise’s relatiups
field. with its customers must be managed. Analysing the
process of formation of satisfaction and loyaltg th
II. RESULTS AND DISCUSSION following correlations can be observed (refer
Many specialists, researchers and managergigure 1).
nowadays have come to the conclusion that under

Management of
) ) relations with
Customer satisfaction \ customers Creating
creation process . enterprise’s

Types, theories, customer capital
models

Practical

Customer loyalty creation implementation
process (methods, techniques

Fig. 1. Managing relationship with customers in connectigtih customer satisfaction and loyalty creation
processes

Analysing several publications and other sources 3) Efficient Consumer Response — ECR;
in the field of management of customer relationship 4) Relationship Marketing Management — RMM.
[15; 9; 3; 12; 20; 10; 2 u’s.], the authors have Retail enterprises use several management
concluded that four systems researched in thealty ansystems in practice but with evolution, each newly
applied in practice need to be highlighted: developed system includes both positive and tested
1) Loyalty Programme — LP; elements of previous systems and new elements. This
2) Consumer Relationship Management — CRM; process is illustrated in figure 2.

4 ) 4 ) ( )
CRM (including ECR (including RMM (including

LP |:> positive elementg |:> positive elements |:> positive elements

from LP) from CRM) from CRM/ECR)

N J \. J N J

Fig. 2 Evolution of customer relationship management systin retail trade

LP is used by many enterprises worldwide. however the authors also point out some of its
Characterising the advantages and drawbacks obbjective drawbacks:
LP one should distinguish its objectively inherent e LP content, structure and types in fact relate

content and subjective implementation that do not only to the purchase/ sales process of
always correspond to the demands. For example, both products/brands even though the customer
descriptions of positive as well as negative satisfaction/loyalty creation process which is

experiences can be found in scientific publications the basis of customer relationship management
this field [12; 20; 3; 10 etc.]. In this case theds is is related to pre purchase and post purchase
on the subjective implementation of LP options, processes as well (refer figures 1.);
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e LP in fact does not impact the basic factors ofhigh value and high quality products and service
customer satisfaction and loyalty (refer quality. Researchers have underlined that it is the
figures 1.); mutual trust between all the partners involvedhia t

e LP does not correspond to the dynamics of theproduct supply process which is a prerequisite for
customer satisfaction and loyalty creation achieving positive ECR results [5]. ECR is longier
process; relationship with the respective stakeholders ia th

o Relatively less attention is paid to marketing Product supply process that foresees the management
research — modelling consumer behaviour,and resolution of disputes in a timely manner ideor
market segmentation etc. to achieve an overall positive result [18].

These drawbacks to some extent may be While agreeing to the statements of the
overcome by using CRM, which on the one handabovementioned researchers regarding ECR one
includes the positive elements from LP (customershould however consider that it is unreasonable to
segmentation, differentiation, stimulation, Plan and implement this relationship management
communication with them etc.), but on the otherchan System with consumers in practice separately and
is the next stage in the field of creating and ngéam ~ independently from the introduction of CRM in rétai
customer relationships. trade. In essence ECR is modernised and updated

Consumer relationship management (CRM)CRM as it serves the same purpose — managing
systems were followed by ECREfficient Consumer  relationships with consumers to satisfy their nefeds
Responsewhich means ,efficient response to meet Products and increase their loyalty level. It isacl
consumer needs”. Analysis of results of publication that close cooperation between manufacturers and
in the field of ECR [5; 17; 11; 16; 18 etc.) allmg to  retailers is necessary in this field. Improvememt i
conclude that despite the insignificant differenas ~ Product quality may mean nothing if retail entesps
the authors consider that ECR is ,cooperationare unable to ensure high quality service to their
between retailers/distributors and manufacturets wi customers (CRM system function) and their loyalty
the aim of satisfying customer needs and promotinghdicators would go down due to the above reason.
prevention of irrational costs in the supply chfsom Summarising the information gathered it could be
the manufacturer to the consumer. concluded that the efficient use of CRM and ECR

ECR became popular in developed countries inSystems are the basis for creation of consumer
the mid 90's of the 2D century and the grounds for relationship management systems in retail entepris
its creation was the increasing competition in worl ~ ECR is more emphasised by lItalian researchers
markets, rapid information technology development,[4], who highlight four important ECR blocks that
creation and development of international tradeComprise cooperation between manufacturers and
organisations, necessity for optimisation of the retailers in the respective fields (refer table 1).
distribution channel and growing consumer need for

Table 1
Keys elements and fields of cooperation with sigsplin ECR systems
ECR
Demand management Supply management Integrating demand and Use of infor mation technology
supply
Needs and demands Identifying supply strategies and Planning and forecasting Identification standards
Value creation for customers possibilities manufacturer and retailer Information technology and
Optimisation of product Supply standards and indicators cooperation communication standards
assortment Supply corresponding to Measuring effectiveness of Harmonising and synchronising
Communication optimisation demand cooperation databases
Launching new products on the Supply corresponding to
market demand from the “price-quality’
perspective
Supply efficiency
One could agree to the conclusions of tECR Greater choice and more convenient
Baltic” research that in case of efficient use of the purchase according to consumer needs;
system the following four parties could benefitnfro Ensuring product sufficiency;
it: society, consumers, retailers and manufacturers Ensuring product variety.
[7]. Benefits for retailers:
The main benefits for the society from ECR: Greater consumer trust and satisfaction
quick response to consumer needs; with the service quality;
preventing loss and reducing costs in the wider possibilities of market research;
product supply chain; enhancing relationships with suppliers;
ensuring high quality customer service. increasing efficiency of the supply chain.
Benefits for the consumer: Benefits for manufacturers:

Increasing production efficiency;
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Coordinating market demand with consumer needs and reduction of supply chain costs.

retailers; ECR also comprises such customer service approach
Ensuring product sufficiency; as product category management which is rapidly

Ensuring product/brand positioning in the developing in European countries.

market; Since regaining independence, retail trade in

Long term trading relations. Latvia in particular and the Baltic States in geer

ECR foresees the creation of product assortmenhas developed with changing effects. For many years
through product category management. Producthe sector has been one of the largest contribtors
category management assess assortment not &DP. During the global economic crisis, retail was
separate product sets but divides them into categjor one of the economic sectors to experience the sarge
based on consumer needs and psychological aspeat®wnturn. Since 2011, retail has developed simdar
of product purchase [11]. Each retail enterprisekwo the economy as a whole. While retail is generally
out its own product categories based on consumeinfluenced by internal events, it is also indirgctl
needs and therefore consumer research andffected by external factors. The Russian-Ukrainian
segmentation is necessary to ascertain and unddrsta conflict and the related sanctions, as well asabak
the target audience for each category and thegrowth within the European Union (EU) leave
perception of specific retail outlet (location, @erice  negative impact on consumer behaviour and stimulate
etc.). savings, thus hindering the total consumption.

ECR in essence is based on CRM principles but To gain understanding on the situation in the
has been appended with methods of cooperatiomBaltic State retail sector, the shadow economyxnde
between enterprises of the manufacturing and retai(SEI), which provides the best description of the
sector with the aim of ensuring satisfaction of industry situation was analysed (refer Figure 3).
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Fig. 3. Shadow economy in the Baltic State ref@gitor 2010 — 2014 (% of GDP) (According to theadst Putnins, Sauka) [14]

As seen in Figure 3, Latvia is the leader amongretail enterprises in the Baltic States, it is lvita
the Baltic States regarding shadow economy in theunderstand the current level and future prospetts o
retail sector. While there was a positive trendnrfro CRM application. For this purpose, an expert survey
2010 to 2013 with SEI decreasing by 20.4 percentagevas carried out. Taking into account the experts’
points, the indicator increased by 8.1 percentageknowledge level and connection to the relevant
points in 2014. It should be noted that the indesw questions, 9 experts were selected —leading spssial
only 12.4% in Estonian retail sector in 2014. Adlwe of trade associations of the Baltic States, who
for Estonia and Lithuania the index shows constantevaluated the situation in their country in geneaal
decrease trend. This means that companies can reagvell as the representatives of retail chains Iatate
their goals applying legal and transparent businessll three Baltic States, who evaluated the situmaiio
methods, incl. in the field of consumer relatiopshi their respective companies.
management.

For the evaluation of how entrepreneurs use
consumer relationship management principles in
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Table 2

The use of ECR, incl. product category managenmergtail enterprises or enterprises on the whotaérBaltic States, key indicators for
expert assessment

L evel of use of CRM

Mean

Standard error of Mean

Median

Mode
Skewness
Range
Maximum
Sum

Standard deviation

Level of cooperation of product category
managers with suppliers of the same
category products

5.33

0.7§

5.0

4.00

N

1899.00 48.00

Product category managers use
information from CRM databases

3.23

0.7

3.0

D0 2.11 4.44 7.27 8.00 29.00

Product category managers are respons
for sales of products in the category

b

e

5.7

06.

D 6.00

2.28 5.19 4.38 9.00 52.00

Product category managers determine
pricing for products in the category

5.0

0.8

4.Q

0 9.00

2.55 6,5 5.67 9.00 45.00

Product category managers are respons
for promotion of products in the category

=2

e

4.7

0.8

8 4.00

4.00 2.64 6.94 6.13 9.00 43.0

Product category managers consult
salesmen of products in the category

N

002.00

2.05 4.19 7.06 7.00 29.00

Accessibility of product category managg
to information regarding customer
satisfaction

rs

4.67

0.82

5.00

8.00 2.4% 6.00 5.4 08.p 42.00

Possibilities of product category mangers

to respond to changes in consumer need

4

56

.82.00 ¢

1

4.00 2.46 6.03 5.99 8.00 41.0(

As can be seen the use of ECR databases by
product category managers is rather poor (3.22 —
mean regarding use of ECR databases, incl. 5.33 for
cooperation with suppliers; 4.67 — regarding cusiom
satisfaction). Product category management is at a
high level in some individual enterprises. Mo =réla
Mo = 9 indicate the use of information regarding
prices and customer satisfaction from ECR database2.
by product category managers. Approximately similar
level,
category
management should be enhanced as a whole and not
just its separate elements. Moreover, the process

is an
that

assessment, that
figure 2) indicates

should definitely be

insufficient
the product

(refer

integrated with the ECR

database. Otherwise, product category management

will not be closely linked

to

the specific

characteristics of the target audience, commumioati

modes and consumer needs.

CONCLUSIONS

3.

The retail trade sector in the Baltic States has
developed at the same pace as the economy on
the whole since the regaining of independence.
Reviewing the situation according to the shadow
economy index (SEI) Latvia is the leader among
Baltic States in the retail trade sector (28.5 % in
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2014). The SEIl is only 12.4% for Estonia in
2014 and 8.9% for Lithuania. Moreover, the SEI
index is constantly decreasing for Estonia and
Lithuania. This means that companies can reach
their goals through legal and transparent
business methods, incl. in the field of
management of consumer relationships.
Consumer relationship management systems are
constantly evolving in retail trade both in theory
and in practice (refer figure 2.). At present there
is the development of CRM and ECR systems in
retail trade. CRM is a company’s operational
strategy to attract, differentiate, serve and
maintain consumers by understanding their needs
and satisfying them, developing long term
cooperation based on creating and maintaining
consumer databases. ECR system elements and
fields are being integrated into CRM systems.

The experts’ survey indicates that the level of use
of ECR in retail enterprises in the Baltic States i
insufficient from the consumer needs satisfaction
and loyalty creation perspective and therefore the
systems need to be improved and developed
taking into account the specifics of the target
audience.



(1]

(5]
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In relation to the development of CRM/ECR [6]
systems in retail enterprises it is necessary t0[7]
invest into and develop the product category
management approach using CRM/ECR databases
and coordinating it with other marketing and [8]
promotional activities. S
In depth research has not been carried out ir{
Latvia as yet on the benefits of ECR and its use[10]
that would convince retail enterprises to use #in
full-fledged manner. [11]
Retail ~enterprises should use assortment
management by category in their operations to
ensure consumer satisfaction and loyalty as welll13]
as high quality service.

[14]
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