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Analyzing the problems of Slovak
local stores focusing on the price
and availability of dairy products

Abstract:The main aim of the article is to identify issues and analyze the af-
fordability of dairy products at the local retailers in all regions of Slovakia.

The main objective of the study is investigation of the availability of local dairy
products in farms stores, and comparison of the prices of dairy products at the
local stores with the prices of Slovakian products on the shelves of the selected
major retailers. The European Union's efforts are to support rural development,
including farmers at local, regional and national levels.

Our assumption is that specialized local stores offer mainly high cost and high
quality products from the region and retail chains offer products from major
Slovak dairy processors. The authors analyzed the relationship between the type
of specialized store, region and demand for local dairy products using methods
of Chi-Square Test of Independence and the Kruskal-Wallis test. The second part
of the survey consisted of interviews to find out what the owners or operators of
local farm stores are having problems with. The obtained data were collected
from 67 local and farm stores. The stores which offered dairy products were
compared with three selected major retail chains from the Slovak market.

The survey showed the results that point to consumers’ low awareness of the
importance of purchasing local products, customer inability to buy these pro-
ducts, the inability to compete with the retail chains or higher price and weak
link between specialized stores and local farmers. If the prices of dairy products
in local stores are higher, the availability of products is weaker, this situation
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is creating space for a short food supply chain which, by reducing the number
of intermediaries and using innovative tools, can scale down the price of the
product and increase consumer interest.

Study shows that even customers are increasingly interested in local dairy pro-
ducts which they are buying in specialized stores, stores have problems with
direct availability of farm products. Another problem which this study confirms
is the price competitiveness of the retail chains, which is directly related to the
consumer behaviours of buying products which are produced and processed in
the region.

Keywords: local stores, short food supply chain, dairy product, retail chain

Introduction

The European structure of food retailing is changing rapidly. Concentration
is increased through ownership, and large-sized enterprises and companies
react to the slow growth of domestic markets by expanding to other mar-
kets. Retail chains are increasingly labelled to increase the differentiation
between strings and then increase the loyalty business (Juhl, 2012). Retail
chains based on their sizes can buy large volumes of goods at low prices and
achieve economies of scale (Francova, 2009).

Changes in developed countries are geared towards universal forms of retail-
ing, with companies specializing in spreading business risk and developing
several business concepts (Kotler et al, 2007). This is also one of the reasons
why they specialize in a particular product range, thus achieving the highest
quality. Strong position of retail chains is also caused by the situation that the
share of products with higher added value is constantly decreasing in Slova-
kia’s agri-food exports and the share of basic agricultural raw materials with
low added value is increasing.

Commercial retail chains sell especially products without added value. But
then, processed products are imported from abroad (Petrilak, 2017). The for-
malization of the concept of the local food economy, which includes short
or direct personalized supply chains as an alternative structure to the inter-
national supply chains that distribute anonymous products, has added to the
growing academic and political interest (Watts, 2005).

The specialized local food store is an integral institution of rural communi-
ties and rural life. Specialized local food store not only provides a liveli-
hood, but also performs the role of economic driver, community builder,
employer and meeting place (Bailey, 2010). Larger food stores, such as
supermarkets and retail chains versus smaller specialist stores, are more
likely to supply healthy food and to offer food at higher prices (Powell,



2007). On the other hand, it is difficult to build or expand a network of
local shops, taking into account the characteristics of local food product
suppliers, as well as the characteristics of consumer demand in the food
sector (Martinez, 2010).

Therefore, the development of new specialized food stores should be com-
bined with price and accessibility initiatives that could help to overcome
the gap between improving the perception of accessibility and behavioural
change. Such initiatives could be supported by local health departments,
which could, in cooperation with supermarket developers, provide targeted
neighbourhood health promotion programs to increase their effectiveness.
Small town residents are aware that local food businesses are improving their
health (O’Brien, 2008). Farmers who sell locally grown food through farmer
markets, roadside stands and other local grocery stores represent a small,
but growing segment of agriculture. Consumer demand for food produced
locally is driven by demand for freshness, support for the local economy and
personal communication with the producer (Low, 2011).

Terms such as local food and local food system are often used to designate
a place for food consumption in a modern or common food system (Peters,
2008). Local foods can be defined by the characteristics of the intermedi-
ate supply chain, such as processing and sales (Marsden, 2000). Based on
research at the Jowa University Centre, it was determined that local product
manufacture for on-farm markets and local farm stores is competitive with
the same non-local items in supermarkets but possibly higher during the sea-
son (Pirob, 2009). There were some changes in food policy in the member
countries of the Organization for Economic Cooperation and Development
(OECD) over the last two decades. These mainly referred to the mandate
for the elimination of subsidies and income support for farmers. Changes
in these policies have led to predictable increases in food prices (Bekkers,
2017), which in turn lead to changes in the world food prices that can also
lead to changes in local food prices (Baffes, 2003).

One important group of products in the food system is the group of dairy
products that are greatly influenced by freshness. Milk and milk products are
very important for our body because they help to keep it in good condition.
Milk consumption is declining along with all the positive effects following
from milk consumption, which is why some nutritionists are trying to solve
this problem (Habanova, 2010). While the recommended consumption of
milk and milk products is 220 kg per capita/year, current scientific studies
suggest that in Slovakia total per capita consumption of milk and milk prod-
ucts in 2016 was only 176.2 kg without butter, which noted an increase of
7 kg or 4.1% compared to the previous year (Report on the market for milk
and milk products, 2018).
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Methodology

Our assumption is that specialized local stores offer mainly higher price and
high-quality products from the region compared to products from major Slo-
vak dairy processors offered retail chains. The research compares prices of
products from specialized local stores with an average price of the dairy
product offered in 3 most famous retail chains in Slovakia, except corporate
brand products which are mostly lower price. The second part of the study
consisted of interviews conducted to find out what are the main problems
of the owners or operators of local farm stores. The research was based on
a questionnaire survey and personal interviews in the second quarter in 2018.
The data were collected from 75 local and farm stores. The stores which of-
fered dairy product were compared with three selected major retail chains
from the Slovak market.

Results

The research observed specialized stores that offer dairy local products. Each
region within the Slovak Republic was represented in the survey. Stores
in smaller towns or rural areas were often separate buildings, but in larger
cities, they are often centralized and located in shopping malls.
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Figure 1. Type of specialized store
Source: Questionnaire surveys — personal processing (2018).

The survey was conducted among 75 stores, where the authors held a ques-
tionnaire survey and an interview with shop owners. Today’s market situa-
tion and the growing trend of healthy diets show the results of a survey of
16 stores offering only organic products. On the other hand, a consequence
of centralization may be a small number of stores directly on farms, sales
at the market place and decreasing number of chalets.
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Figure 2. Availability of dairy products (%)
Source: Questionnaire surveys — personal processing (2018).

In specialized stores, we investigated the availability of dairy products. Yo-
ghurt products offered the highest share of up to 88% of the analysed stores.
This offer also reflects the production of sour milk products in Slovakia.
It reaches the highest value among milestone products in 2017, and a slight
decrease in production was recorded. Also, in the consumption of dairy prod-
ucts, yoghurts have the highest value and since 2013 they have had a constant
impact down to a slight decrease in 2017. An interesting percentage of 33%
can also be seen in traditional Slovak dairy products, such as sheep cheese:
korbaciky, zin¢ica and parenice.

The survey also compared prices of products offered by specialized lo-
cal stores with prices of products offered in 3 of the most popular retail
chains operating in Slovakia. Prices of individual products, which were not
in discount, were averaged, and had no major fluctuations. The study did
not take into account the brand labels of retail chains, but brands of large
milk and dairy processors. Prices of 7 products were compared. The aim of
the study was to prove or reject the thesis that products in small specialist
stores are getting more and more expensive than products offered by chain
stores, and to verify which products in particular are lower in price com-
pared to retail chains.

sjonpoud Auep jo Aupiqepieae pue eaud ayj uo Buisnooy sa.ojs [820] 3eAo|S Jo swajqoid sy BuizAjeuy I';,:



ebn-{ JJWIPBIA‘IA0N [ JOZO[ ‘BYSIOH BUS|T Yellod YoIel Iﬂ

Cream sweet/sour m 39
Processed cheese and raw spread m 40
Yoghurt [ e 7
Cottage cheese [ 52
Natural straight cheese [t — 7
Durable milk m 29
Fresh milk [ 53

0 10 20 30 40 50 60 70

m Percentage with lower price m Percentage with higher price

Figure 3. Differences in prices of the selected dairy products in specialized
local store compared with brands in retail chains (% of local stores with
higher or lower price)

Source: Questionnaire surveys — personal processing (2018).

Figure 3 shows a comparison of the product price from specialized local
stores and product price from retail chains. The graph shows the percentage
of stores where individual products were compared. It shows the percent-
age of specialized stores which have lower or higher product prices com-
pared to the prices of products in retail chains. As research shows yoghurts
(67%), cottage cheese (52%), natural straight cheese (67%) and fresh milk
(53%) — all have a higher price in almost all selected specialist stores,
if compared to products from retail chains. Products such as cream sweet/
sour, processed cheese and raw spread and durable milk have a lower price
in specialized local stores than products in retail chain, making them com-
petitive in terms of prices.

The next part of the survey focused on the origin of product offers and the prob-
lems encountered by owners and operators of specialized stores. Up to 70%
of the companies surveyed offer products, of which 75-100% are from Slo-
vak manufacturers, which are the main products and the rest are complemen-
tary products. Furthermore, 48% of the stores, offer products from the region
where they are located, others import products from other regions. This refers
more often to local shops and organic stores that offer mainly organic products.
The study evaluated the most common responses from owners of stores, which
were assessed as arithmetic average.
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Figure 4. Significant problems of local specialized stores
Source: Questionnaire surveys — personal processing (2018).

The most common problems are: high cost of transporting products from
the farm to the store and the low availability of local products in the re-
gions where the shops sell their products. These 2 problems may be related.
If a vendor wants to keep the freshness of their products and does not have
enough suppliers (farmers) in the region, then the farmer must travel to an-
other region to secure missing product range.

Other important factors include lower cost of Slovak products that are placed
on the shelves of retail chains. These products are better promoted and are
more available directly in the retail chain, where — as research shows —
a large proportion of consumers buy today. As a result of the transformation
of agriculture in Slovakia in the 1990s, the patriotism of consumers ceased
and they were no longer proud of buying Slovak products and thus support-
ing their country. The current time is changing and consumers are returning
to Slovak products, but it is still at a very low level. Poor awareness of the
need to buy products from the regions is associated with the need to search
for these products.

Conclusion

The survey results point to consumers’ low awareness of the importance of
purchasing local products, customer inability to buy these products, the in-
ability to compete with the retail chains or higher price, and weak link be-
tween specialized stores and local farmers. If the prices of dairy products in
local stores are higher, the availability of products is weaker, which creates
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room for a short food supply chain. This in turn, by reducing the number
of intermediaries and using innovative tools, can scale down the price of
the product and increase consumer interest.

If CAP 2020 was an option, we would suggest two solutions. Support the cre-
ation of community-based small and medium farmers and local retailers. An-
other solution is support and creation of the short food supply chain at the na-
tional level of the Member States, with institutional support, able to compete
with multinational business corporations. Creating communities and short
food supply chain systems directly support rural development, contrary to
retail chains, whose primary objective is profit.

The study shows that even customers are increasingly interested in local
dairy products, which they buy in specialized stores, but stores have prob-
lems with direct availability of farm products. Another problem, which this
study confirms, is the price competitiveness of the retail chains, which is di-
rectly related to the consumer behaviours of buying products which are pro-
duced and processed in the region. The study identifies that the market with
local dairy products can compete with large retail chains, in case of price.

In our research, we have not evaluated the quality of the products, but ac-
cording to previous findings, we can assume that local products are better,
fresher and have a higher nutritional value than products sold in retail chains.
Therefore, we recommend examining this issue in a more detailed survey of
consumer behaviours and motivation to purchase local products.
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