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ABSTRACT

Based on interviews with retdibod storemanagers and a subsequent survey, this paper
traces the pathways that spawn competewmcgiisition inthe retail food industry. Iitinds that
having an essential capabilityr learning, that is, obtaining new ideasncepts, methods, tends
to breed competencies in a number of avdaish are of bothbusiness and social significance. In
this studythe capacity of this essential capability generate competenciesefficient consumer
response (ECR) anehvironmental managemefiEM) areexamined. These competenches/e
attracted the attention of the retail foodlustry in its efforts to become more competitivith
alternative retail foog¢hannels. The resulshow thaffirms possessing thessential capability of
generating new ideas are more likely to have higher sales per square foot. Ties with se@gliers
to higher saleper square foot througimproved environmental practices and more consumer
education. Technical assistance helps retaibcers acquire a social competencenrironmental

management
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COMPETENCE ACQUISITION IN RETAIL
FOOD: EFFICIENT CONSUMER RESPONSE
AND ENVIRONMENTAL MANAGEMENT

Alfred Marcus, Brian Spielmann, and Lu Qu

Based on interviews with retafbod managers and a subsequent survey, this paper
explores theroutes tocompetence acquisition ithe retail food industry. th the level of
competition in the foodndustry rising and a rapidly changing retail environmeatnpetence
acquisition will be a key to the grocers’ long-term successRelative to other sectors,
supermarkets have traditionally h&h levels ofcompetence irdinking key resources and
capabilities and combining, transforming, arfthnneling them to satisfgustomer needs. As
such, they have enjoyed a dominant positiorfood retailing. They have had a history of
investment in productivity and have set standards in the retail sectsedffeervice and point-of-
sale information (scanners).

More recently, howevergrocershave been challenged lother retailchannels. With
changing consumer demographics &fesbtyles, alternative whole @al replacement chain&.g.,
Boston Market)have been flourishingcross the Unitedbtates,while market growth for the
grocershas remained flat. Specialiyod stores (e.g., PetSmartypermarkets, deep discounters,
and, mostsignificantly, general merchandisers likal-Mart haveeroded market gsitions
grocers once controlled. In 1995, Wal-Malteady had?75 supercenters (Progressive Grocer,
1996). It wapening another 100 of theswres per year. Each sold an average ofr§iion

worth of food peryear. Wal-Mart and thether nass merchandisers had become mggotors



with which the supermarkets had to contend and soowentional supermarkets wenaving
difficulty holding their own.

In response, the retail grocerydustry andfood manufacturersnitiated a joint
cooperative effort to improve “the effectivenesfficiency and responsiveness tfe grocery-
productssupply chain(ECR 1994 Progress Report, FMIThis effort, under thaimbrellaterm
efficient consumer respong&CR), identified four main processes for improvement. Each
depends on electronic/computer technologies -- point-of-sale scanning, electronic transmission of
information, and bar codes for case and pallet identification. The groasiryess ithe past was
not aparticularly high-tech endeavolHowever, todaythis mingling of hightech and advanced
human resources is common tall businesseqStewart, 1997). As stressed in tECR
Technology Guide (Grocery Manufacturers of Americajndated), while investment in
technology can be significanthe “solutions forimplementingECR strategies are 80 percent
people, policies and processes . . ."

There is general agreement thta industry’s future depends dhe skills andcapabilities
of its people. What isot clear, however, is theoutes to theacquisition of new competencies in
the industry. How can grocers acquire the competendlesy need, so that they célourish
under conditions othanging consumer demographics &festylesand intense competitidinom
alternative distribution and retail formats? Some organizations appear tettee dtacquiring
competencies than others. What accounts for their being able to do so?

To investigate competency acquisitiontire retail food industry, wdid interviews and
carried out asurvey amonghe grocers in one stat€his paper reports on theesults of the

interviews andhe survey. It focuses dwo types of competencebusiness competencehere



the benefitsaccruemainly to the firm; and social competencenhere thebenefits diffuse more
widely to society. Since competence acquisition is affected by uncertainty, complexity, and
organizational conflicts, understanding it “cannotdmimally derived from normativéheory”
(Amit and Schoemakef,993:333).Given that optimal derivation from normativieeory is not
possible, we aim for some systematization based on our empirical results.
The Resource-Based View of the Firm

We placethe pathways that spawn competeacquisition inthe context of the resource-
based viem(RBV) of the firm. RBV comes close tdeing strategic managementgominant
paradigm (Collis antlontgomery, 1995).Industrial economics, an earlier paradigm, hdlus
superior performance arises from a competitive position. fifineseeks monopolpower and
strives to be in the right segment and stratggaup in an mdustry and to neutralize pressure
from competitors. RBV, in contrast, attempts to understpadormance differencewhich
industry conditions cannaxplain (Peteraf, 1993). It sees thiem as acollection of resources,

capabilities, and competenci¢le disposal ofvhich, overtime, is determined by administrative

decision(Penrose, 1968;1a edition). Thefirm is distinguished byhow it converts its resources,
capabilities, and competencies into goods and services that customers value.

Resources consist fihancialandphysical capitabndother aingibleproperty. Protected
by legalrights, they can be owned, transferred, tmaded(Hall, 1992;1993). Capabilities and
competencies are less measurable, analyzable, and understandable than rédueycasnot be
owned, transferred, and traded in Hane waylndeed, the termeapabilities and competencies
often are substituted for each eth They are synonymsusedinterchangeably wittwords like

capacities, endowmentsskills, and aptitudes. The distinction betwe@apabilites and



competencies is "subtle at best" (Barney, 1996; p. 144; also see Barney, 1991), but, though subtle,
it is important if the RBV is to be fully developed.

We propose thatapabilitiesstand for an organization’s potentiathile competencies
denote its achievegroficiencies(See Figurel). Capabilitiesare asystem’s components,hile

competencies are its realized wholes. This distinction is similar to one made between an

Figure 1. Constituent Capabilities and End-Result Competencies

Constituent End Result
Capabilities Competencies
» Efficient production Low Cost
e  Skilled people Products and
* Low cost supply Services
» Efficient delivery &
ordering

» Timely customer
information
* Market research Innovative
+ Sales force feedbak Products and
» Designer-engineer- Services
customer
interaction
* Managerial patience
* Understanding what is
happening in the field
* Point of sale data to
sent to vendors Quick Response
» Distribution center and Flexibility
continuous contact|
* Cross docking
* Rapid inventory chang¢
Discrete Elements Demonstrated Proficiencies

With Value to Customers



organization’s elements arttie fitting together of theselements intocoherent structures or
architectures (Henderson and Clark, 1990, also see Henderson and Cockburn, 1994).

Through its competencies the organizatiombte totie togetherits variouscapabilities
(see: Ackoff, 1994King, 1995; Stalk, Evans, an®&hulman,1992) inways thatgive value to
customergHamel and Pralahad, 1994). Becausepetencies involve complex harmonization of
parts, they are difficult to imitate. Indeed, the moreomplexthe integration among discrete
elementsthe moredifficult it is to comprehend and copy a competency and the easier it is for a
firm to sustain a competitive positigGrant, 1991).

An organization hasnany capabilities,but few competencies (ségamel and Pralahad,
1994). Identifying which capabilitiesire relevant and understanding hibwy relate is complex.
Just to participate in an industry, thember of capabilities needed can be very Ilgtgag and
Vickers-Koch, 1995).Many threshold capabilities can be necessary (Hamel and Pralkff),
We believethat essentiakcapabilitiesarefew in number and generic in qualiggeeCollis, 1994).
They are deeper and morenderlying than constituentcapabilities. They directly lead to
competencies asell as beinghe sources of constituecapabilities(see Figure). Theyare at

the root of competency acquisition.

Figure 2. Essential Capabilities, Constituent Capabilities, and the Acquisition of Competence

ESSENTIAL COMPETENCE
CAPABILITIES ACQUISITION

CONSTITUENT
CAPABILITIES




An important essentiatapability isthe capacity to obtain new ideas, concepts, and

methods and move beyotite supplythe organization currentlyas (see Brumagin, 199@pllis,

1994; Powell, 1992Miller and Shamsie, 1996; Lenz, 1980; Pralahad and Hamel, 1LB%h

and Lake, 1990; McGrath, 1996; Abrahamson, 1991; Nelson and Winter, 1982; Winter, 1987;
and Chamberlainl968). Thecritical feature of thicapability is its generativpowers. It can
affectthe acquisition ofmanycompetencies and constituaatpabilities. Its impacts can spin off

in a number of directions, some intended and some not.

One way of conceiving this capacity is in terms of additional impatttsy than those that
provide directbusiness benefit. Thus, an essentiadapability shouldyield not only business
competence and the constitueapabilities thatre associated with it, where theim benefit
accrues to those who own, work fand aredirectly associated witthe firm; but, it also should
yield social competence (see Figure 3) and the constituent capabilities associated with it. Here the
benefitsaccrue morewidely to communitiesvhere thefirm is located and to society at large

(what economists call a public good).

Figure 3. Essential Capabilities Generative Powers: Acquisition Pathways for Basidess
Social Competence
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In theory, the power oéssential capabilities is that thegn, butnot necessarily do,
stimulate thesemanifold impacts. When they stimulate such impacts, wtientype of cross-
fertilization in competence acquisition that \@ee referring to occurs, it canhelp sustain a
competitive position, since the array of competencies created would tend to be eveasualig
ambiguous, complex, and hard to copy (Reed ReHillippi, 1990; Barneyl986a and 1986b)
than otherwise would be the case.

It is ourargument that theame essential capabilities tlypgneratebusiness competence
can generate social competence. @&xample of a sociatompetence is environmental
managementEM). It has relevance fananybusinessectors (Porteand Van detinde, 1995;
Gladwin, 1993). While it first appeared mostritical for manufacturers, it iplaying an
increasingly important role in theervicesector. In Western Europe, grocers compétke each
other to demonstrate whitasthe most advancednvironmental practices. Likmtal quality
management, EM can hetpocersincrease profits by reducing operatiogsts (e.g.glectricity
and gas, waste dispal fees,water usageand sewer). Ifully implemented, it bridgesnany
business functions. For example, with regard to the simple decision on lighting, thepsiatr
must consider capitalostand energyefficiency (costimpact), along with aesthetics and desired
product presentation (markehpact), and future disposal issues (risk impact)thi@ United
States,consumer demand fdenvironmentally friendly’goods is expected to grow. However,
with regard to a social competence likanaginghe environmentthe privateincentive to move
forward may not be great (Walley and Whitehead, 1994). The motivation to act may be weak.

Giventheselimitations, carthe same essential capabilities that stimutageacquisition of

business competence be effective in stimulatimg acquisition of social competence? The



obstacles and resistance to social competence acquisition have to be high. Besidesfpyodding
government, authorities what stimulus is there for social competence acquisition?

Technical assistancgedicated to the purpose of Edtquisition isone possibility (see
Figure4). This assistance can be given by business associatmms,ltants, and government
agencies. It can come frooontactswith peers and be in the form glblications, training
sessions, workshops, and conferences. Of course, this assistance has to loeisbytitefirm,
but if available, it maycreate gparallelroute thatbolsters theeffects of essential capabilities on

the acquisition of social competence.

Figure 4. Technical Assistance, Constituent Capabilities, and the Acquisition of Social

Competence
TECHNICAL SOCIAL
ASSISTANCE COMPETENCE

CONSTITUENT
CAPABILITIES

Study Methods

A survey wasconducted to explore thesgeasabout competencacquisition. Prior to
carryingout the survey, in-storenterviewswere conducted with thgrocers. Theseterviews
wereespecially informative since th@yovided an opportunity for open dialogue and allowed us
to hear perspectives that mighot be captured in anailed survey. Initially volunteers were
solicited through articles and announcements in Minnesota Grocer's Association (MGA)

magazine. Theroject team also tried to recruit manageosn a diversity ofstores by category



(e.g.,convenience, supermarkets, natucalds) and location (metro area and greiemesota
grocers). We obtaineftiteen volunteers andonductedeleven in-depthon-site interviewawith
either the store owner or manager.

The in-store interviewsvere an important input to theurvey that was designed. The
design ofthe survey also was based on discussions thighFoodMarketing Institute (FMI), a
review of a previous FMI surveys, an international literature search of best practices in the
grocery industry, information learned at several national industry conferencedisausisions
with key regional grocery leaders. We developed a preliminary survey and distributed it to several
grocers to test foviability, clarity, and ease of completion. Feedback from tlggreeers was
used to fine tune the instrument that was distributed broadly.

The survey that was sent tioe grocers had questionsrjadning to storecharacteristics,
management policies andyudgets, efficient consumer response (ECR)ynvironmental
managementEM), implementation difficulties, anchethods of obtaining external assistance. The
original elevenstore managers that were interviewed completieid survey as well as several
more storemanagers whoseameswere obtainedrom MGA. To increasdhe number of
respondents, MGA’s 1996 directory was used. The surveynadsd t0120 grocers oduly 22,
1996. To ensure ambiased sample, weent thesurvey to every thirgyrocer in the directory.
Follow-up calls were made tothose grocers whdid not compete the survey. This mailing
resulted in an additional 34 responses fototl of 45 completedsurveys. Surveys with
insignificant data weredisqualified. In manyinstances,store ownersand managers were
contacted and recontacted to check the accuracy ofdateand to be certain that they

understood the questions. We were especially careful to verify sensitive information.



Operationalizing the Variables

To understand the routes tompetence acquisition the grocery industry, weefined
and operationalized tHe=y variables. The firstariablewasthe essential capabilitgf obtaining
new deas, concepts, and methodd wasdefined interms of the respondents’ answer®ight
survey questions. On a 7 point Likert scale tiveye asked to indicate the extentwhich they
agreed or disagreed with the following statements:

» Searching for new ideas and methods is part of what we do.

* We compare our practices to those of the best grocers in the industry.
* We constantly seek new ideas and practices.

* We are constantly researching what are the best practices.

* We encourage individuals to acquire new competencies.

» We work to be the best at what we do.

* We encourage team building.

» We evaluate other industries’ practices for relevance to our industry.
This variable was called Newidea. Its reliability coefficient was .830.

A number of performance measures have been usé#teimdustry to showbusiness
competencgCoopersand Lybrand,1996). They include saleper employee and sales per
checkout, but the most important, by fars@édesper square footThis indicatorsuggests rapid
inventoryturns and fastycle times. limplies thatthe store’smanagers have good grasp of
the right assortment aherchandise to offer ithe proper proportionand appropriatenix. The
managers provide customers wilte correcformula ofgoods tomaximizetheir stores’ returns.

In the grocenbusiness, whemnanyproducts are sold (dryogds, perishables, bakery, deli, fruits
and vegetables, meats, and non-edibleaning products, greeting cards, cosmetics, and

housewares), thehallenge of choosinthe right assortment @oods is great (FMI, 1995). For
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purposes othis analysisthe nain limitation of salesper square foofSalessqu) is that it is an
indicator of demonstrated or realized competencedod#s notrevealthe patterns that produce
this result.

Obviously, many constituent capabilities are needgataducethis result. Theonstituent
capability chosen for focus was closeness to supplier. The rationale for choosicaptidity is
that supermarkets are at the end point in a Idmgn offood distribution that starts with the

grower and processor/manufacturer and mowvissough an assortment o#holesalers,

distributors, and warehouses befdiral purchase and consumption. The average supermarket

deals withmanydifferent suppliers. The industry understands thasupply chain isSmportant
to improving itsefficiency (i.e. salesper square foot). Ihas organized a campaigefficient
consumer response (ECR), dohievegreatersupply chaincoordination and cooperation and to
eliminate what it believes to besome $3Million in supply chairexcesscosts:“The ultimate goal
iS a responsive, consumer-drive system in whddtributors and suppliera/ork together as
business allies to maximizonsumer satisfaction amdinimize cost” (Kurt Salmon Associates,
1993).

Much of the concermas been wittthe efficiency of Wal-Mart’s distribution system in
comparison to that of supermarkets. Wal-Mart’s distributiosts aresstimated to babout 3
percent of totalsales,while those of the supermarkets are estimated taalmeut 6 percent
(Progressive Grocer, 1996). Thus, ithaustry’s goal has been to reengineer its suppén with
new alliancesand incentives and to create matficient partnerships and relationships with
suppliers to saveosts(McKinsey and Company,996). Strongealliancesbetween retailers and

suppliers should mean leaner inventoriesier inventorycosts, bettefogistics, and improved
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exchange of information. It should result in highesduct turnoveand greatesalesper square
foot.

Closeness to supplier waefined interms of the respondents' answersitoquestions.
On a 7 point Likert scale, the respondantcatedthe extent tavhich theyagreed or disagreed
with the following statements:

*  We are familiar with efficient consumer response.

» Developing closer alliances with our suppliers is a high priority.

* We have been developing stronger alliances with our suppliers.

*  Working with our suppliers has enabled us to reduce waste.

»  Working with our suppliers has enabled us to reduce paper work.

* We have been able to reduce transportation costs by working with our suppliers.
This variable was called Supplier, and its reliability coefficient was .765.

As indicated, thesocial competenc®n which thisstudy focused wagnvironmental
managemen{EM). Thoughnot asmokestack industry, numerous environmeptalicies and
regulations affect retafiood. They range fromlabeling topackaging, st@ge,handling, shelf-
life, and transportation. Opportunities for increas#tiency and lowercostexist acrossnany
areas from refrigeration to heating, ventilation, air conditioning, lighting. Consumers have
concerns abouhealth risks andabout causes like bottlinggackaging, andanimal welfare.
Though theenvironment affectnanyaspects of a grocefasisiness, in comparison to lakmsts
and competition, it has been near the bottom of the list of prioritigsSfsupermarkehanagers
and their customers (Progressi@ocer, 1996). Precisely because it is nedre bottom we
considered it a good social competence to study.

In Western Europe, thgituation has been different (sBeole, 1996)with the industry

being more aggressive at "green management” and custdmeirsy astronger eco-ethic and
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being more receptive to environmentgbodsand environmentallysound practices. Western
European supermarketavereduced costs bptroducing advanced wasteanagement practices
(this is more possible because salidstehandlingcharges are smuch higher inEurope), and
they have raised profits by offering environmemsbdductswith high margins. U.S. managers
havenot shown thesame appreciatiofor the role theenvironment camplay in showing off the
elegance of atore, making for a special ambiance viaesthetic touches like propéghting,
enhanced visual impression, aptbper layout and display. Nor have they showrthe same
appreciation for the role thaventemperature control anghiform air quality anchumidity can
play in motivatingcustomers tdinger in astoreand shop more. Evddl.S. managersvho have
an interest in resourcefficiency and a desire to be environmentaltiendly report thattheir
knowledge of resource and energysts is inadequatend they cannoverify savings if they
introduce innovative practices. dgt U.S.managers sethe environment as a worthy objective
but one that costhem money thatould be better spent elsewhefdready operating atvery
slim margins, they wonder if they can afford the expense.

Thus, in terms ofour modeling, a social competence that is distinct frbosiness
competence, thenvironment hagiood properties. Howeveenvironmental competencoes
not have a simple, generalfccepted indicator, likealesper square foot. Aumber of measures
were tried; thdollowing two were adoptedbecause thdata were goodnd they caméogether
in a logical and statisticallgoherent way. Eveso,these measurdsave much to be desired, as
they donot account formportant aspects of trenvironment thaare related to technolode.g.
equipment use such as refrigeration) and energy. Information was collectettefrigeration,

but there werenly two items onthe survey (developing a refrigeration management plan and
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changing CFC refrigeration to HCFC refrigeration). Ehghors tried, bufailed, to get data
about energy useMany of the respondentdid not know howmuch energy they consumed and
were in no position to edy obtain this information. Thus, measures @fvironmental
competence captumaerelythe most obviousigns of environmentalompetence, onkaving to
do with how managers deal with backroom issues andttierhaving to do witthow they relate
to customers.

In both cases, the respondents were given a 7 point Likert scale with choices from “we are
not familiar with this practice” to “we do thiall the time.” Thefirst measure, that refers to a
store’s in-housgoffice and warehouse) programs, was operationalized with reference to the
following items:

* Aluminum cans recycling

* Newspaper recycling

» Plastic bottle recycling

*  White paper recycling

» Wooden pallets recycling

»  Stretch/shrink wrap recycling
» Composting of organic waste

» Sending food to a food bank/shelf
This variable, called In-house, had a reliability coefficient of .770

The secondvariable refers tdhow much consumeeducation thestore offers. It was
operationalized with reference to the following items:

» Shelf labeling/signs

e Carrying product lines made from recycled paper
» Offering a special line of environmental products
* Providing bulk selection of products

» Advertising about environmental programs

14



» Distributing environmental brochures/flyers
* Using environmentally smart campaigns

e Operating information booths/stands

» Participating in environmental organizations

» Asking suppliers to reduce packaging/shipping materials
This variable was called Consed, and it had a reliability coefficient of .835.

Choosing aconstituent capabilitythat contributes to environmental competence was
difficult. What set of skills and aptitudes best prepared managers for these tasks? The most
generic measure that could be devised focused on policies, training, and administrasion.
variablewas measuredia a 7point Likert scale invhich respondents wergiven choices from
“we are not familiar with this practice” to “we do thisll the time.” Theitems that
operationalized this variable were:

» Having an environmental policy statement

* Having an environmental task force

* Environmental education and training for management
» Environmental education and training for employees

* Providing environmental reports to managers
The variable was called Envmgmt, and its reliability coefficient was .884.

In interviews with managers, thegportedmany obstaclesto acquiring environmental
competence. These itemgere captured with dist of 10 items. On a Point Likert scale,
respondents were asked to indicate the extenwvhizh theyagreed or disagreed that the

following were hindrances to environmental projects

. Lack of technical assistance

. Lack of capital

. Lack of time and labor (cost benefits not clear)
. Lack of management support

15



. Insufficient information

. Lack of interest

. Availability of technology

. Other corporate priorities

. Space limitation

. Lack of time to research best practices

This variable was called Obstacles. Its reliability coefficient was .853.

Finally, a variablewas created t@xaminethe idea thattechnical assistancean help
overcome these obstacles. It is anothwmite to thenew ideas, concepts, and methods the
managers need in a setting whehe managersown motivation tofind them is weak. To
operationalize this variable, 11 organizatiovere listed from whomthe managers could obtain
technical information to help them implement environmentaglepts and 6 types ohformation
and training that they could receive. On a 7 point Likert scale, wleeg asked to indicate the
extent towhich they relied orthese organizations or used this type of information and training.
The organizations ranged from national oneshe retail food mdustry to local retaifood
associations, th€hamber of Commercéhe utility company,consultants, government agencies,
and other supermarketdnformation and training extended from requesting publications to
attending conferences and workshops anfiscribing to journals. This variableas called
Techasst. Its reliability coefficient was .869.

Results

The average totadtoresize ofthe respondents was 21,262 square feet, compared to a

national average a28,077 (Progressive Grocer, 1996\Vhile these stores weremaller than

national average, average salesre $11.22million, compared to a national average$df0.46
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million. Thus average salgmer square foot wereonsiderably higher thatte national average
($472.46 compared to a national average of $372.63).

The means andstandard deviations dhe variableswere computed and a correlation
matrix constructed. Glancing at theeans ofthe variables(See Table 1) bearsut that the
environment is a lower priority thaathers. Themeansfor the environmental variables, for
instance fall under 4,while those for newideas and suppliespproach, or are above 5. The
exception is the in-housvironmentaprograms, whosmean isabout thesame as that of close

ties with suppliers.
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Table 1. Essential Capability and Competence Acquisition: Correlation Matrix

Variable mean std.dev. Newidea Salessq Supplier In-house Consed Envmgmt Obstacles Techaast
Newidea 5.73 .81

Salessq 4725 5841 .37*

Supplier 4.90 .96 .61** .22

In-house 4.82 1.21 .35* .00 37*

Consed 3.77 1.45 .08 .02 27 A42*

Envmgmt 3.17 1.78 .24 -.01 AS** BOx*k BT

Obstacles 4.64 1.08 -.14 -.13 -11 .02 -.07 -.24

Techasst 3.49 1.06 -11 .06 .09 .38* A1** 44%* -.02

Totalsq 21085 19145 .23 A1 .28 .29 .09 .23 -.04 .24

* Significant at the .05 level
** Significant at the .01 level

Figure 5 tracesut the significant relationships that emanate fréme essential capability,
Newidea. The trail osignificant impacts moves much tine way weexpected it would. Newidea
has significant positive effects dime business competence of salesr square foot. It has
significant positive effects omhe constituentcapability of thiscompetence, close tiewith
suppliers. Close ties with suppliers, howewsres nothave significant positive effects on sales
per square foot. A number of possible explanations will be consideredHfatally, Newidea has
significant positive effects on the social competence, in-house environmental programs. The route
to its effects orthe othemeasure of social competence, consumer programs, iS more circuitous.
However, it can be drawn byoving from Supplier to Envmgmt or by moving from Supplier to

In-house and then to consumer education.
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Figure 5. The Trail of Significant Relations That Emanate from Newidea

Newidea——— Suppliem/xgt\

Inhouse » Consed

Salessq

The significant relationsdetween supplier and environmental management and between
supplier and in-housare interestingsince theypoint to thekind of cross-fertilization between
business and social competencies believed possible. Supipdeconstituentapability of the
businesscompetence, contributes to the social competehiaztly (In-haise) andindirectly
through its positive effects on environmental management.

A general receptivity to constitueskills may explainthe relationship between supplier
and environmental management. The acquisitiooneftype of constituertapability may make
an organization morékely to acquire another type of constituesapability. The relationship
between supplier and in-house makes sense wheuanterstood that goaslipplier relations are
needed to effectively carry out in-house recycling programs.

Environmental management has a significant positive influencdadh measures of
environmental competencelaving environmental policies in place, creating an organizational
structure forcarryingout of thosepolicies, and raising employee awarerssughtraining and

other means seems to play a very important role in the acquisition of environmental competence.
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Figure 6 traces theagnificant relationships that emanate from technasdistanceThis
variable behaves asxpected. Techasst hagnificant positive impacts oboth measures of
environmental competence, In-house @whsed. It has indirect effects agll through the
acquisition of environmental management capabilities. Technical assis{gmears to be wery

good supplement to the essential capability of Newidea in stimulating social competence

Figure 6. The Trail of Significant Relations That Emanate from Techasst

Inhouse

Techasst—— Envmg

Consed

acquisition. The lack osignificant effects thathe variable Obstacles hdsee Table 1) also is
interesting. Despiteclaims made, thecommonly mentioned barriersvere not influential
constraining forces on the acquisition of environmental competence. Also interettiaack of
significant effects of size.

A number of regressioanalyseswere conducted to furthdest these ideas. In these
analysessupermarket size was controlled by udiogl square feet, or Totalsq, tperationalize
it. Table 2 shows thahe essential capability, Newidea, hasignificant positive effect on the
acquisition ofthe businesscompetence, Salessq, and on #wuisition of the constituent
capability of thiscompetence, Supplier. However, the constitieamability ofthe competence,

Supplier, does not have a significant positive effect on the business competence, Salessq.
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Table 2. New Ideas, Concepts, and Methods and Business Competence

Dependent Variables

Independent Salessq Supplier Salessq

Variables beta T SigT beta T SigT beta T SigT
Newidea .36 2.42 .02 .62 5.32 .00 .37 2.03 .05
Totalsq .03 .17 .87 14 1.20 .24 .03 .18 .86
Supplier -.02 -.09 .93
R Square .14 .46 .14

F Signif .05 .00 A1

Table 3 shows thate essential capability, Newidea, hasignificant positive effect on
one measure of the social competence, In-housentuon the otherConsed. Technical
assistance has a significant positive influencettos acquisition of both indicators ofsocial

competence.

Table 3. New Ideas, Concepts, and Methods and Social Competence

Dependent Variables

Independent Inhouse Consed Inhouse Consed

Variables beta T SigT beta T SigT beta T SigT beta T SigT
Newidea .32 2.06 .05 .13 .80 .43 .26 1.65 .10 A2 .77 45
Totalsq 22 1.42 17 .10 59 .56 .07 .47 .64 -.02 .09 .93
Obstacles 12 .89 .40 -.04 -28 .78
Techasst 40 2.43 .02 .37 2.10 .04
R Square .20 .03 .34 .18

F Signif .02 .52 .01 A1

Table 4 shows that the essential capability, Newidea, does not stitmgatesation of the
constituentcapability ofthe social competenc&nvmgmt. Howevertechnical assistance again
works as an alternatemute. Inthis instance, technical assistance has a significant positive

influence on Envmgmt, the constituent capability of this social competence.
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Table 4. Newldeas, Concepts, and Methods and the Constit@agability of Social

Competence

Dependent Variables
Independent Envmgmt Envmgmt
Variables beta T SigT beta T SigT
Newidea A2 78 .44 -.01 -.09 .93
Totalsq 21 1.37 .18 -.02 -.13 .90
Obstacles -.10 -.70 .49
Techasst 45 2.69 .01
R Square .07 21
F Signif 21 .06

Table 5 shows thahe constituentapability ofthe social competenc&nvmgmt, has a

significant positive effect on the social competence, measured either as In-house or Consed.

Table 5. The Constituent Capability of the Social Competence and the Social Competence

Dependent Variables

Independent Inhouse Consed Inhouse Consed

Variables beta T SigT beta T SigT beta T SigT beta T SigT
Newidea .29 2.24 .03 16 1.22 .23 .26 1.94 .05 A3 91 .37
Envmgmt .51 4.08 .00 .56 4.23 .00 A7 4.23 .00 .51 3.46 .00
Totalsq A6 1.27 .21 .02 .21 .83 .08 .63 .54 -.01 -.06 .96
Obstacles 17 1.36.18 -.02 -.18 .86
Techasst A9 1.27 .21 13 .76 .45
R Square .48 .38 .38 .39

F Signif .00 .00 .00 .00

Table 6 shows thahe constituentapabilities ofthe business and social competencies
have significant positive effects on eachesttClose supplier relations is tied to environmental

management and environmental management is tied to close supplier relations.

Table 6. The Constituent Capabilities of the Business and Social Competencies

Dependent Variables

Independent Envmgmt Supplier
Variables beta T SigT beta T SigT
Supplier .31 2.11 .04
Envmgmt .30 2.11 .04
Totalsq A5 .99 .33 22 1.52 .13
R Square 14 A7
F Signif .02 .03
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Finally, Table 7 shows thahe constituentapability ofthe social competencEnvmgmt,

does not significantly influence the business competence, Salesshgahstituentapability of

the businessompetence, Supplier, doast significantly influenceeither indicator of th&ocial

competence, In-house or Consedlhis route from the essential capability tdhe social

competence goes away when controls for other variables are introduced.

Table 7. The Constituent Capabilities: Cross Fertilization

Dependent Variables

Independent Salessq Inhouse Consed

Variables beta T SigT beta T SigT beta T SigT

Newidea .36 1.99 .05 40 2.35 .02 A2 71 48

Supplier .02 .08 .94 -.19-1.00 .32 .07 37 .71

Envmgmt -.09 -52 61 57 4.11 .00 .54 3.94 .00

Totalsq .04 28 .78 .19 1.46 .15 .02 .15 .88

R Square 14 .49 .38

F Signif 21 .01 .00
Discussion

This study tries to systematize our understanding of competence acquisition. How far does

theinfluence of an essential capabiléxtend? That theariable Newidea extends as far as it did,

significantly affectingthe acquisition of businessompetence, the constituecdapability ofthat

competence, and social competence, and that it dthdr indirect effects, is grounds for

considering this method eewing competence acquisition promising. Tiwte tocompetence

acquisition appears to begin, as scholars like Bruméb94), Collis (1994), andGinsberg

(1994) have suggested, in the search for new ideas and in the effort to use them &eeval$p

1997). Learning, vision, and creativity are based on the desire to know and do what is best.
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That a significant positive relationshipetween the constituemapability of business
competence, Supplier, and the measurbusinesscompetence, salgser square footlid not
materializemay bedue to anumber offactors. Theimprovement needed in suppbhain
management thahe ndustry seeksnaynotyet be producing thenpact forwhich it hopes. The
ability to form efficient relationships thdbwer total systemcosts is a&ormidable undertaking.

Many types of partnerships have to be refashioned and a vast array of distributors, manufacturers,
and brokers arénvolved. Moreover, it is notjust a matter ofreforming these relationships.
Efficient consumeresponse hasanycomponents. Temamebut afew of these elementtjere is

a need for masteringhe use of technologies like point-of-sale information, electronic data
interchange, and computer-assisted ordering, and for impganastlict introductionselection,

and promotion. All may be necessary if the goal of continuous replenishment is to be realized. Not
all of them have been captured by the measure of close supplier relations that were used.

Forinstance, Phumpiu anding (1996), who had a mom@mprehensive definition of the
practices associated widfficient consumer response (ECR), found that st@es that adopted
more ECR technologies and practices were neffieient in terms of salegper square foot.
However, many grocers were not doimgchacross the entire spectrumaaftivities. Trustlevels
in the industry remained low. Many retailers saw ECR as a power shift toward the manufacturers,
and many manufacturers saw it gswer shift toward theretailers (Progressiv&rocer, 1996).

Much more work on cooperation still was needed (Lee, 1996).
Conclusion
This paper explores the paths to competeacquisition inthe retail food mdustry.

Rooting theanalysis inthe resource based theory of five, it has beerargued that aessential
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capability for searchingout and applying new ideas is athe foundation ofcompetency
acquisition. What makes thapability essentialis what emanates from it. It can befraitful
route tomanykinds of competencies and the constituentapabilitiesassociated with these
competencies. The search for new ideas, concepts, and methods appesesranyeffects on
a firm’s businesand social competencies. By havihgsemanifoldimpacts, whichmay behard
to predict and analyze, it can helgeate a patteraof fully realized competencies thate casually,
ambiguous, complex, and hard to copy. In this way, it can contributleetmaintenance of a
distinct competitive position that resists being assailed.

With respect to business competence, a route to acquisition is proposed that goes from the
essential capability tahe competence anfiom the essential capabilitthrough constituent
capabilities to the competence. With respect to a social competence, two routes to acquisition are
proposed -- thesamepath that holds with regard to thesiness competence and a different or
supplementaryoute that isspecial tothe social competence. The social competence needs the
supplementary route because of the weak incentive for acquiring a competence whesedss
benefit isnot apparent.This secondaryoute startawith external technical assistance. It affects
the social competence directly and through the constitagatbilities otthe social competence in
a manner that is parallel tbe influence ofthe essential capability. These pathways to acquiring
competence werexamined in thistudy of the retail food industrythey help to illuminate the
routes to competence acquisition generally.

The study shows thertile character of thessential capability of searchif new ideas,
concepts, and methods. It has direct effects bustnessompetence, a constituent capacity of

this competence, and a social competence. The social competence, an enviramaghtd an
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additional route toits acquisition. Technical assistance affectied acquisition of this social
competence and the constituent capability associated with it.

It is acknowledged that this study has a numbdmafations fromsmall samplesize to
difficulties in operationalizing key variables. It is meambre as an illustration dhe concepts
than asscientificproof. Competencacquisition is aighly idiosyncraticprocess that is na&asily
investigated from the perspective of normal science. The incrensegpialtaken here to look at it
in a more systematiway shouldnot replaceother kinds of study. Nevertheless, thitew of
competence acquisition is a promising one that deserves further study.

Themanagerial implications of this viemay bestated as follows. Manageran think in
terms of end states whetteey want togo. These would be theealized competencies tite end
of the pathways thdtave been sketchdtbr example, see Figurk). Managers then can consider
what constituentapabilities they need tget to theseend states. However, there is another
approach they catake. They can cultivate essential capabilities, like seeking new ideas and
methods, and allow thesmpabilities totake them whereveithe generative powers of these
capabilities mayo. Inthis way, they would benanaging in a less deterministic walowever,
their style of management might beore harmonious andchieve a better fit withhe internal

possibilities and external circumstances that they actually face.
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