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Abstract
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This thesis investigates market practices and buld the insight that markets are
shaped and performed through multiple calculatigenaies. It studies how the
introduction of category management as part of aiosiechnical agencement

contributes to shaping goods, market place, cordigan of buyers and sellers and

their encounter in the fuel retail industry.

After offering a critical analysis of four researsfnands (a practice based approach to
markets, the Foucauldian study of governmentalitg, sociology of translation and
the sociology of socio-technicalgencemenjsthat take a performative view to the
study of the economy and markets, | develop ancaagmbr that proposes to study
markets rather than marketing through the analydebundles of practices. The
identification of socio-technicahgencement§STAS), the exploration of calculative

practices and the study of how calculation is lohke agency, frame the way we



understand how particular calculative practices enakerable the assemblage of
ideas, artefacts, practices, people, etc. that forchshape mundane markets.

The thesis uses empirical data derived from a tad@al ethnography of the petrol
retailing arm of a multinational oil company. My aysis highlights the role of
category management, a fuzzy theory, that helps glarket constituents together. It
argues that valuation necessarily combines meticdbgpractices and practical
judgement resulting from experience, experimentatmd equilibration. | identify
two types of contexts involved in calculative prees, heuristic and algorithmic
situations, and four type of practices involvedcneating desirable and intelligible

futures: realisation, potentialisation, virtualisatand actualisation practices.
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Markets and calculative practices

Chapter 1. Markets and calculative practices

1. Introduction

Any attempt to gain knowledge through theoreticahses is coloured by the
researcher’'s background and trajectory. These restinclude the researcher’s
interests, the intellectual and disciplinary tremhs he is inclined to follow.

When | started my professional life as an assidieamid manager, | was exposed to a
situation | can still remember vividly. It was myst meeting with the marketing
director who asked me what the market share of mpdwas. With confidence, |
answered that it was 56.5%. “Impossible”, he replidooked at my “facts “ and said
hesitantly: “Yes, | am positive, it is 56.5% in uale, Nielsen source, based on a
mobile, cumulated annual calculation”. “Hell!”, lamswered back, “how can | then
ask you to double your market share in 5 years®"gdint was that a market has to be
defined and shaped to create the sense that ondocdohe market share every five
years. This was my first challenge to define armpshwhat a market is, whereas | had
been taught that the market is out there and allnged to do is to dis-cover it.

This short story aims at sharing with the readev havas first sensitized to the issues
which are the subject matter of this thesis, madet calculative practices. In this
introduction, | want first to discuss the importaraf this study for the scholars of my
intellectual and disciplinary tradition, namely rating and the social studies of

markets. Secondly, | will outline the overall stwe and format of the thesis.
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2. Why is the study important for scholars?

In order to position this study and to explain whgrket practices remain a subject
worthy of interest, | propose to frame the objddhés study through five perspectives
inspired by a framework suggested by Mattsson (RAQA&ill first situate this research
through a perspective labelled practice based apprto markets. Secondly, | will
justify it through the idea that markets are thsuleof performation effects where
market theories play a major role. Thirdly, | wpbsition the study in terms of
calculativeness and measurement. Fourthly, | wdine the study from an angle
related to managing (in) markets. Finally, | widlchte the study in relation to really

existing markets.

2.1. Market practices

In marketing, many scholars have offered explanatiof how marketing works and
prescriptions of how managers should operate irketar(e.g. Kotler, 1976; Aaker,
1991). Such perspectives are based on microecondheory of imperfect
competition and have generated approaches commoaled marketing mix
approaches. These theories are rather normative aed widespread among
practitioners. However, this view of marketing hibsen criticized by scholars
originating in Industrial Marketing and Purchas{iigP) Group and lately, in a subset
of these scholars that have formed the Market 8su@roup (MSG) following a
trajectory suggested by Science and Technology i&u{STS) scholars. These
scholars (Araujo, Kjellberg and Spencer, 2008) ssggarkets are not given a priori,
practitioners can have their own local theoriesnafkets and deploy efforts to shape
these markets. In short, they propose a performat@rspective, an idiom that directs

attention to the emergent and unfolding practited actors engage in to construct
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and problematize markets (Pickering, 1995). Theyppse to study performances
rather than representations, the production ofilgtalbather than the enactment of
change (Latour, 2005). As Latour’s (1987: 258)tfitde of method puts it: “We study
science in action and not ready-made science bntdéagy”. In short, this perspective
proposes a practice approach to the study of nmearket

For Reckwitz (2002: 250), a practice is ‘. . . aitiized type of behaviour which
consists of several elements, interconnected taanther: forms of bodily activities,
forms of mental activities, “things” and their usehackground knowledge in the form
of understanding, know-how, states of emotion aradivational. Building on this
general definition, Araujo et al (2008: 5) specifyarket practices’ as the: “...bundles
of practices including material arrangements thamtribute to perform markets,
highlighting a preference to study markets as eanging performances, rather than
as stabilized entities, shaped by multiple andribisted calculative agencies”. This
view of market practices considers that materialaragement contribute to a
distributed agency of subjects. To highlight theaidf distributed agencies, Callon et
al. (2007) propose to use a notion first indicabydDeleuze and Guatari (1972) of
socio-technicahgencementéSTAS). The study of STAs is important, as they sgen
as the set of devices that hold markets together.

This view of marketing described as the work thaan®mic actors engage in when
performing markets has led to various conceptuabiss. Kjellberg and Helgesson
(2006, 2007a, 2007b) have suggested that marketscamstituted through three
interlinked classes of practices, namely: i) excearpractices involved in the
consummation of individual transactions; ii) noripiglg practices concerned with the
formulation and reformulation of rules and norms@arning market behaviour; and,

iii) representational practices depicting the st and workings of specific product
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markets. A special issue dfarketing Theory(Araujo, Kjellberg and Spencer, 2008)
illustrated how this approach can be applied toousrempirical settings, namely the
oil industry (Finch and Acha, 2008), electronic kes (Simakova and Neyland,
2008), and mass retail (Cochoy, 2008).

This thesis adopts the perspective that is moranging to study markets rather than
marketing. In my study of market practices, | ardaethe utility of studying the
STAs that make markets hold together and allow reaicedegree of stability. My
general interest can thus be summarised by thewly question: what market

practices contribute to the shaping of markets?

2.2. Market theory

The contribution of theory to the performation ofnkets is not a novel topic in
market studies. Over the last ten years, many achdlave used a performation
approach to markets following Callon’s (1998) preglo that the economy is
embedded in economics rather than in society, asdvetter (1985) suggested. The
study of Garcia Parpet (1986) has frequently béte ¢o illustrate this point (Callon,
1998; MacKenzie, Muniesa and Siu, 2007). In herolsion of the formation of a
strawberry auction market, Garcia Parpet shows dtteulation made between
instruments of calculation, material investmentsl @atonomic theory. The study
illustrates how economic theory and the neoclaksitarket template served as a
frame of reference to create each element of thigian market. Callon (1998)
remarks that to claim that something is economie aeeds to have a theory of
economics. Further studies have developed thism@iacKenzie, 2003; MacKenzie
and Millo, 2003; Muniesa, 2003; MacKenzie, 2004;ddanzie, Muniesa and Siu,
2007) and have analysed the role of economic andnée theories in shaping

markets.
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These views have generated important insights @ntheories perform markets. But
these studies suffer from two limitations. Firstey have focused on formal theory,
standard economics and mid-range theories suchhascfal economics. They have
hardly addressed the role of other kind of theoaesthe performation of markets,
such as industrial organization for example. Selypridey have only partially shown
how the newly shaped markets are able to reneve ttieories. MacKenzie (2007)
notes the time it takes to see the counter-perfoomaffect of real markets back on
theories. In line with this observation, this tisesiill strive to address this issue by
observing the reciprocal effects of markets onranédised set of practices and local
theories.

Furthermore, if market practitioners help to parianarkets, we should also study the
various type of theories referred to by these agénémselves. In organizations,
practitioners are frequently called marketers &y itmay refer to more or less formal
bodies of knowledge. They can involve other thepreeich as industrial organisation-
based models, the marketing mix or marketing mamagé models. Indeed, Cochoy
(1998) sees the emergence of marketing as provalinglternative discipline of the
market economy. Marketers can also refer to theim eet of practices, organised as
local theories, or methods formalised by consuffastich as category management,
even if these have not been proposed or legitimagestholars.

This thesis sheds light on this type of theoried practices that the literature has
glossed over. It argues that less formal theorsesh as category management,
provide more interesting examples to analyse theuahyperformation of markets and
the set of ideas that underpin performations. Aaresting research question is thus:
what theories or set of ideas shape and are shHapé#ie performation of mundane

markets?
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2.3. Calculativeness and measurement.

Calculativeness is an essential feature of mareation, 1998). If this is the case, a
performative view should lead to asking what are ttonditions that make
calculativeness possible. In other words, the eerarg of calculative agents has to be
explained rather than assumed (Callon, 1998).

Calculation, in Callon’s (1999) terms, designates processes, which make possible
the assignment of numbers (such as prices or rgskito entities, an assignment
which, in turn, endows these entities with relatstability and makes possible their
circulation throughout society. Instead of takingemats as calculative by nature,
Callon (1998) observes that calculative agentsccowlt exist without the numbers
and tools that produce them. Numerous studies lygmreerated a large body of
knowledge that has helped us to understand therpsative effect of measures. For
example, Rose (1991) has shown how governing caache&eved by numbers or
Miller and Rose (1990) explored the interrelatibve$ween accounting and the State.
Within organisations, accounting scholars have eweéd the importance of
metrological displays that include metrics and phgsical infrastructure that allows
measurement (Vollmer, 2003; Power, 2004; Vollm@&)& Vollmer, Mennicken and
Preda, 2009).

Beyond performation, further studies have beeniedhrout to understand how
numbers seen as inscriptions (Latour and Woolga86)l work. Accountants (e.qg.
Robson, 1992; Vollmer, 2006) as well as other smisalBerry, 1983; Moisdon, 1997)
have detailed the morphology of metrological instemts made up of material,
conceptual and procedural dimensions. Sociologaftsquality (Karpik, 1989;
Musselin and Paradeise, 2005) have observed thd tweequalify whatever is

calculated. Cochoy (2008) coined the expressipmlculation to highlight the
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permanent tension that exist between the trial uslification and quantification in
commensuration operations. Before calculation ssiide, things must be placed in
some kind of order involving classification devig@owker and Star, 1999) to allow
work to be done on them.

These numerous research streams study convincihgly calculativeness is
distributed and embedded in material devices. Tmgetvith actor-network (ANT)
scholars, they suggest to shift from a generabwmisif an actor as a calculative entity
to that of an actor-network with calculation at ttoge of agency: “The agent network
is by construction calculative, since action is lgsed in terms of combinations,
associations and strategies of positioning. Thetaigecalculative because action can
only be calculative.”(Callon, 1998: 12).

In this thesis, | argue that the type of studiesitmeed above are illuminating but
they focus on a limited range of phenomena and kttledight on the broader role of
calculation in the shaping of markets. Very fewdss investigate the role of
metrological devices and their effect on marketse framing of goods, which is at
the core of market exchange, has been largelyestuditerms of qualification and the
formation of prices (see e.g. Dubuisson-Quellied &euville, 2004). However, the
interactive shaping of goods, markets, the conéigon of buyers and sellers as well
as their encounter, remains to be analysed asweorketLargely drawing on the
literature that deals with calculation, one of tens of my study is show how a
network of numbers and calculations assemble aerafignarket constituents. | will
argue later that calculations take place interattivand involve all the market

constituents mentioned above.
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A complementary research question can now be fa@tedi what calculations are at

play in the assemblages of practices that formsiwaghe mundane markets?

2.4.Managing (in) markets

Market practices aim at influencing particular nerhttributes. To manage is to be
able to establish a correspondence between thel iaut there” and the techniques
of representation (e.g. lists, hierarchies, stasistthat abbreviate and condense the
essential features of that world (Cooper, 1992)alsimilar vein, Czarniawska &
Mouritsen (2009) regard management as essentiallgragess of turning the
complexity embodied in things and people, with tie¢p of managerial technologies
such as accounting inscriptions, into simplifiedagjeobjects that can be treated and
acted upon as discrete and separate entities.

The literature on market orientation (Kohli and drakski, 1990; Narver and Slater,
1990) has tried to understand how firms try to ng@naarkets or as Arndt (1979) put
it, to domesticate markets. In broad terms, theswhas considered the existence of a
market structure and behaviours of market playersaaconstraint. The role of
marketers, inspired by the Industrial Organisatapproach (Porter, 1980), is to
enhance customer value within these constraintgord&i et al (2000) have identified
manoeuvres designed to keeping the status quo €eigfing customer preferences)
and to pro-actively shaping customers and / or etarke.g. shape market structure
through deconstruction or construction, shape ntdo&leaviour directly or indirectly).
They suggested that firms can be market driven cGard attempt to drive markets,
building on the tension that March (1991) identfidetween exploration and
exploitation.

Our perspective is not market orientation as wep@se to analyse markets in-the-

making focusing on the analyses of practices, & \tleat doesn’t sit well with the
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notion of set market structures. However, a pracéipproach can accommodate the
observation that practitioners may mobilize thigetyof conceptual notions when for
example, they speak of a blue ocean strategy (KichMauborgne, 2004) or when
they employ Porter’s (1980) five forces with reggedheir industry’s context.

By adopting a practice approach, this thesis seéeksnderstand the way market
practices are deployed in organizations, a task thast of the functionalist
approaches to marketing have eschewed. For insténtteere is an abundance of
segmentation taxonomies for consumer and busineskeits in the academic
literature, examples of how segmentation strategrescarried out in practice are
scarce. We know relatively little about how classifion systems are deployed in
market segmentation, how they interact with exgstitassification systems and how
that interaction shapes the way firms relate toketar

With respect to exploration, the study of experitagan in relation to markets is in
its infancy. Millier, for example (1999) studiecdetivays practitioners of innovation or
entrepreneurs investigate the future. DoganovaQRfisearched the role of academic
spin offs in relation to markets showing that expentation practices involve action
before knowledge. This research topic is promisiegause it puts at its core the study
of on-going valuation processes in uncertain emvirents, a type of environment
where calculation is said to be problematic. Intipalar, these studies shed light on
the type of devices that agents implement to cateuhnd interpret the result of their
calculations in order to act under uncertainty.

This thesis will shed further light on these issaed will argue that exploitation and
exploration are managed through a series of devioedved in making current or

future perspectives both desirable and intelligidefurther research question can
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now be added: how do actors articulate the redutalzulation with the actions that

have to be put in place in their efforts to shapmdane markets?

2.5. Really existing markets

The perspectives that | have drawn from requir@ry detailed scrutiny of concrete
market practices that allows the study of the datean of goods, markets, the
configuration of suppliers and buyers, and thecoemter in really existing markets
(Boyer, 1997).

According to Callon and Muniesa (2005: 1245), bseaaf its obsession with the
singularization of goods, mass retail providesigilpged site to study the collective
work undertaken by market professionals. Fast ngpwionsumer goods markets
involve a large number of calculative agencies gadan activities such as design,
production, purchasing and marketing. Barrey e{2000) describe the supermarket
as a place where supply meets demand, a theatree véhelay is choreographed
according to the backstage work of a number of etapkofessionals. The designer,
the packager, the merchandiser are the back stayerp that organize the way
consumers and products get together, and thusilootetto performing this market.
Whereas Barrey et al.'s (2000) study evokes maltgbcesses of interaction within
the retail environment, it does not address thetre@s interactions between
manufacturers and retailers that frame the dowastrevork of professionals at the
store level. And vyet, manufacturer and retaileratiehships are crucial to
understanding how markets for consumer goods ampesh (Mouzas and Araujo,
2000; Holden and O'Toole, 2004; Hingley, 2005). Mawcturer—retailer relationships
thus constitute a relevant empirical field to irigete how multiple calculative
agencies come together to perform mundane prodadiets and how generic

performativity works in these cases (Kjellberg addlgesson, 2006). Our study
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further examines the configuration of “the shop”aimetail company that contributes
to shaping the consumer when he is travelling, rsemer that progressively will be
shaped and labelled “on-the-go consumer”.

The challenge of studying market practices, itdcstechnicalagencementand its
calculative devices is a matter of selecting tigatrfield, but also of gaining access to
it, with attending methodological consequences. Uige of multiple embedded case
studies through an ethnographic study that all®vescbllection a hybrid body of data,
in a longitudinal setting is the recommendation AT and accounting scholars
(Latour, 2005; Ahrens and Chapman, 2006). Thisishesl follow these prescriptions
and will argue that heterogeneity can be found lotthe type of data that can be
collected, as well as in the position of the resiear towards his field.

My findings highlight the interactive stabilizatiof goods, market place,
configuration of sellers and buyers and their entens. They suggest that a fuzzy
method, category management, glued and shapedrfaket constituents. My study
shows the usefulness and the details involved enctidculation stages proposed by
Callon and Muniesa (2005). Following the propositaf Muniesa (2007) to use the
semiotics of Peirce (1984), it also highlights thmportance of interpretation once a
result is extracted from calculations. It proposedramework of valuation that
articulates metrological practices with interprigtatprocedures. In terms of managing
markets, the dynamic between change and stabéidgloitation and exploration, is
explained through a series of devices that corteiio making current or future

situations both desirable and intelligible.
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3. Overview of the remaining chapters

This thesis comprises three main parts. The fikich includes chapters 2, 3 and 4, is
entitled “Markets and performation”. The objectethis part is to frame the study of
market practices in terms of theoretical positignin

Chapter 2 explores what a practice based appraaomatket means. It studies how
the performativity concept that originates in l#enre and rhetoric has progressively
been used in political science, in public economacsl in organization studies.
Foucault and his work on governmentality highlightbe role of commensuration
and the performative nature of technologies of gavent. | argue that government
through instruments has disciplined individualgpagicular types of agents. Drawing
on the ANT literature and its latter focus on méaskel progressively build a
framework to account for calculation practices tlyio on-going qualification
processes. | argue that these strands of reseanshitate useful bodies of knowledge
to understand market practices.

Chapter 3 draws the consequences of a practice bageoach to markets. It presents
the ontological and epistemological position imgliey the kind of perspective that
we have adopted. Interpretive practices and ethtfmdelogy in terms of
methodology and method follow from a theoreticalerast in practices. In this
chapter, | justify the casing process | adopteelwhys | gained access to the field and
the data collection and analysis procedures | eyeplo The chapter ends with a
discussion on the type of analysis that can baethout with ANT methodological
principles and when the production of knowledgal$® considered a practice.
Chapter 4 concludes the first part of the thesih &idescription of BEST, the focal
firm of the study. Its goals, structure and sedbactivity are presented to help the

reader understand the background of the marketsvithdoe studied.
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The second part of the thesis contains the empuoarpus. It comprises chapters 5, 6,
7, 8 and 9 and is entitled “Making up the consuorethe- go”. The aim of this part is
to show how the mutual shaping of various marketstituents through calculative
practices is accomplished.

Chapter 5 entitled “Organising to manage marketsidies the emergence of a
practical methodology, called category managemdntBEBST. | use category
management to show how a formalised set of practst@pes one type of agent
assigned to the management of markets. | show lhewcalculations which were
made to adopt and implement category managemeetihgplications for the grading
of category managers, the redesign of the orgamsadnd the number of managers
that will look after product categories. This claptdocuments an experiment
designed to test whether category management sheuichplemented at BEST and
who should become category managers.

Chapter 6 is entitled “Relations with supplierg”atldresses two issues: how suppliers
were qualified through category management to becpraferred suppliers; and how
suppliers proved their ability to run a categorynaigement project. This case draws
on the initiative carried out by one supplier of BEin the beverages business. It
highlights how a so called fast-lane chiller operatwas valued both in terms of
calculating the reasons why it was appropriatewalh as how the results of the
operation were to be interpreted.

Chapter 7 entitled "Yearly negotiations” continube study of the relation of BEST
with its suppliers. It focuses on the annual negmn rounds and studies two aspects
of these sessions: first, the way suppliers inftgetine representations of the beverage

market by BEST’s category managers; secondly, tag BEST's managers try to
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create value added services to capture additiomagim points from suppliers. This
case is particularly important because it marksramdtic shift in terms of roles:
BEST managers become progressively more confidethieir ability to be demanding
towards their suppliers, to negotiate better mamgeprograms and sales conditions.
Through these encounters, the roles of both plagsrsvell as the processes that
mediate their relationship are continuously beeghaped

Chapter 8 is entitled “Redefining the market plack”studies how a typology of
shops is built up in practice, thus challengingken for granted definition of a petrol
station which had been stable for years. The psotesuild this typology draws
heavily on a precise representation of how a setatien should be carried out,
putting the consumer at the core of the process tthallenged by other types of
logics that create a controversy on the level ahdardization that should prevail in
the shop network. The case shows how the enacwhamshop typology enhances the
role of category managers and an evolving versiahe “consumer-on-the-go”. The
exercise of building typologies exemplifies theerof processes of categorisation and
classification in the shaping of markets.

Chapter 9, “Measuring business performance” presdhtee perspectives on
performance measurement. It first looks at differgmpes of margins employed in
category management. Because of the combinatiofuraftions that the category
manager role encompasses, the way margins ardataltihave to be changed. The
hit parade of suppliers and brands based on diffetefinitions of margin, upsets the
rankings that prevailed before category managenvastintroduced. This impacts on
the selection of brands and products that will laegx on the shelves for consumers
to buy, thus shaping the encounter of consumers pibducts. This chapter also

explores how the quality of implementation was assé in the case of category
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management. Through the implementation of a taatl tbndered visible what country
had implemented what aspect of category managemesgnt<et practices become
progressively disciplined and standardised. Lastlg,case focuses on the importance
of speed in implementing novel initiatives. Through experiment designed to
standardize the processes of deployment, the mblbba second generation of shop
concept can be finalised at much greater speed.cCHse illustrates how suddenly, the
network of calculative devices reaches a new dimensboth valorising what
category management has achieved, but also natogplit — i.e. rendering it less

visible.

The third part extends the empirical corpus of tthesis and is entitled “Valuations,

metrologies and judgements”. It comprises chapi€rsand 11 and analyses the
empirical material presented in the second part.

In chapter 10, | detail how the effort to govermreamic life have generated a shaping
effect on markets through a socio technieglencementhat contributes to the

valuation of goods, markets, the configuration afydrs and sellers, and their
encounters. | then detail how ideas are linked atcutation, using the process
proposed by Callon and Muniesa (2005) resultingpeframing, disentanglement and
extraction of results. | finally present a detailadcount of how the results of

calculations are interpreted for action.

Chapter 11 revisits the theoretical framework arghlights the permanent effort to

value goods, markets, the configuration of buyerd aellers and their encounter
through various kind of practices. | elaborate Harton my conceptualisation of

valuation practices, stressing that practical judget is an inevitable stage to convert

the result of metrological practices into actiamthis chapter, | identify three kind of
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practical judgement mechanisms: recourse to expEzje experimentation and
equilibration. | argue that realisation, actual@at potentialisation and virtualisation
practices contribute to maintaining te&atus quoof markets or to induce change,
though our research did not allow for a clear atiiton between them. A series of
devices involved in these practices are eventuddtified. In the last section of this
chapter, | explore the implications that my frameéwbas for practitioners and for a

future research agenda on valuation processes.
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Chapter 2. The theoretical framework

2.1. Introduction

This research can be broadly located within thiel iid economic sociology and seeks
to understand markets and in particular, the réleatculative practices in markets.
The purpose of this chapter is to explore and dsdaur theoretical strands for their
possible contributions to the understanding of hmarkets are performed, as
indicated in figure 2.1.1. The chapter is thereftixeded into four sections.

The first provides a general overview on what datunsts a practice-based approach in
general and how this approach might be applied @aokets. We then explore three
additional theoretical perspectives with an explpriactice orientation and a special
interest in calculation, providing us with a stromgntage point to study market
practices. The second section focuses on the Fli@awapproach to governmentality
which provides useful insights into the role of tinsents and socio-technical
arrangements in governing economic life. The teedtion covers the contributions of
the sociology of translation which sets the basis d fruitful discussion on the
combined role of ideas and instruments in sciemcktachnology. The fourth section
addresses the sociology of socio-technagggncement§STAS), that explicitly deals
with processes of economization and marketizatidre chapter concludes with a
discussion of the features of these perspectivaisstmould be incorporated within a

framework for understanding market practices.
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Theoretical contributions to the understanding of market practices

Project:
Practice based approach Studying bundle of practices
to markets including material arrangements

that contribute to perform markets

J

Performance of markets

e

Sociology of
Studies of governmentality Sociology of translation Socio Technical
Agencements (STAS)

Project: Project: Project:
Studying set of concrete Studying science and Studying economy and
devices and practices technology “in the making” markets through the
that contribute to governing through the analyses of analysis of STAs that
public and economic life translations that turn include theories
facts and artefacts as stakeholder of the STAs

into black boxes

Figure 2.1.1: Theoretical contributions to the undestanding of market practices

2.2. Studying ordering from a practice-based perspective

The problem of ordering economic life and markess,primarily a matter of
understanding social order, where order is equatéh stable and routine
arrangements. The understanding of what accountssdoial order is a central
guestion in social science but the answer to théstion is varied and contested.

A first possible answer is to say that individuaie rational and that they behave in
such a way as to maximize their utility. They atdjscts governed by rational
calculation. This view is dominant in neo-classieabnomics. A second possible
answer is to locate social order in phenomena warehbeyond individuals. Subjects
are determined by external forces such as discdmrsaning is structured in language

and discursive behaviours produce order), macrditutisns seen as underlying
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abstract structures (e.g. individuals share intem®@ norms) or even social entities
like the type of society described by MalinowskiRarsons (Schatzki, 2001).

As an alternative to these two answers, the pe&jproach locates social order in
the field of practices (practice nexuses). In taeception, practices are “...embodied,
materially mediated arrays of human activity cdhtrarganized around shared
practical understanding.” (Schatzki 2001: 2) Congedly, the social can be defined

in Schaztki’'s words, as “...a field of embodied, tenally interwoven practices
centrally organized around shared practical undedshg.” (ibid: 3)

To open up this definition, we have to clarify tieems that constitute a practice, and
then to make more explicit what a field of practiogght be. The array of human
activities that composes a practice is organized thgee phenomena: the
understanding of how to do things, rules and piggons, and a teleoaffective
structure, ends and projects that are shared Hicipants who engage in a practice.
For Schatzki, the field of practices (practice rsea) constitute the site of the social.
Human coexistence, that is social life, is linkedat type of context in which it is
observable. This type of context is “a site” (Sekgt2005). The term site is chosen to
highlight the notion that something happens inecs place. In the physical world,
one can speak of the site of a building to refatstéocation. More generally, “....sites
are arenas or broader sets of phenomena as pahidf something exists or occurs”
(Schatzki, 2005: 468). Sites need not be physipakes. Inspired by Heidegger
(1978), Schatzki defines a site as a space ofligielity. He gives an example of
such a space of intelligibility that forms a sitéhwthe notion of field developed by
Bourdieu (1990). A field is a realm of activity which people pursue certain stakes
drawing on the capital available. What people ddrigen by a series of dispositions

that Bourdieu called amabitus People acquire dmbitusby carrying on the practices
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of a specific field under the conditions that reipere. Once acquired, drabitus
generates agency combined with their associatedinggsa An habitus perpetuates
the field’s practices.

Practice theorists share a number of views (Reek&i®02). They believe that order
is not a matter of regularities but instead of mgements of people, artefacts and
things. They discard sociological views that comgalise the social as starting from
common frames of understanding rather than pragmenigagement (Thevenot,
2001). The social is not a starting point but aultesPractices govern both the
meanings of arranged entities and the actions diedte these arrangements. The
resulting practices form eventually the social. yaéso share the idea that practices
are materially mediated nexuses of activity, whodans that non-human entities help
constitute human sociability. In short, they agae the role of non-humans in
forming and stabilizing human worlds. However, piactheories diverge on whether
or not to ascribe agency to non-humans in theicsiring role for human practices.
Organizations can be seen as a site of practicgmnzations have been defined in
various ways by organization theorists. Weick ()968r example, defines them as
ensembles of interrelated actions beginning withddy Barnard (Barnard, 1938) saw
them as conscious, deliberate and purposeful pteddicooperation. Schatzki (2005)
sees organizations as bundles of practices thalapvand connect. They overlap
when particular actions are part of more than ometge and when practices share
material arrangements.

Therefore, a central task in accounting for orgainan with a practice-based approach
is identifying the actions that comprise it. A seddask is identifying the practice
arrangement bundles of which these actions are pad discovering whether the

bundles cohere or compete. This task includesttigy ©f material arrangements and
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the different ways humans, artefacts and thingoeganised within it. A third task is
identifying inter-related nets of practice arrangem bundles to which the net
composing the organization is closely tied (Scha@®05).

A practice-based approach has been used by seaf@lhrs to account for a variety
of phenomena in organizations. Accounting scholaase made an interesting
contribution to the understanding of economic tlieough the analysis of accounting
and calculative practices. Accounting researchngusan interpretive perspective,
studied the power of accounting in relation to oigations and society (Hopwood
and Miller, 1994). They have sought to understaod hccounting shapes the social
through numbers delivered by particular arrangemerdde to represent the reality of
past economic life, as in the case of financiabrepg practices, but also for future
projects, as in investment appraisal. Hopwood (138%W Miller (1994) sought to
understand the implications of accounting in theraponal processes of particular
organizations through the unpacking of the histdriayers of accounting systems as
well as through a detailed observation of orgaional settings, that Ahrens &
Chapman (2007) called the situated functionalitp@founting.

Scholars such as Miller & Rose (1990) and Millefeary (1987) moved from the
study of implications of accounting in organizasoto the study of structures of
intentionality which is a way to understand howa@gading constitutes organizational
processes themselves. With a direct referencehat8d’s practice approach, Ahrens
& Chapman (2007) have conducted one of the few iesudhat deals with
management control practices around marketing iieBv They show how
management control practices are central to organigince they help coordinate a

variety of practice bundles.
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Technology scholars have contributed to the undedstg of the role of technologies
in organization using a practice-based approaclkdrski (2000) argued that a
practice approach helps to understand people’atseiiuuse of dynamic technologies,
in particular because it makes no assumption aktalility. While studying the
engagement of people with technology, she arguat tdthnologies are not there
waiting to be appropriated. Rather they emerge fpmople’s repeated and situated
interaction with particular technologies: “The fiee lens approach recognizes that in
both research and practice we often conflate twpe@s of technology: the
technology as an artefact (the bundle of matenal symbol properties packaged in
some recognizable form e.g. hardware, softwarehniqoes) and the use of
technology, what people actually do with the tedbgical artefact in their recurrent
situated practices” (Orlikowski, 2000: 408). Shes heonvincingly shown how
technology structures human action through rectirsmtial practices, routinely
enacted as we use technologies in our situatedtaagi(Orlikowski, 1992).

The focus on managerial practice has been exploragélation to topics such as
communities of practice (Brown and Duguid, 200T)pwing-in-practice (Cook and
Brown, 1999), strategy-as-practice (Johnson, Landlielin and Whittington 2007)
and learning-as-practice (Gherardi, 2000). Gheré&rdlicolini (2002), for example,
identify a range of practices that can be iderdifigithin an organizational field:
organizational practices which reflect the opegatimoutines that enable the
organization to function (e.g. project managemenignagement practices which
reflect the strategic routines that link organiaaél practice and define their purpose;
and, promising practices which reflect the conmgctoutines allowing management

and organizational practices to create new pogs#sile.g. innovation).
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In marketing, a few scholars have used a practased) approach. Araujo et al. (2008)
argue that the term practice has generally beed tsedescribe what marketing
practitioners do (Brodie, Coviello, Brookes andtleit 1997; Coviello, Brodie,
Danaher and Johnston, 2002), but the practice hamyet to make a mark in the
discipline, bar a few exceptions (see e.g. Hol@5t9Varde, 2005; Korkman, 2006).
Araujo et al. observe that a practice-based apprammarkets moves us away from a
representational to a performative idiom, as suggedy Pickering (1995): “A
representational idiom is founded on the assumpgtiahwe can and should strive for
comprehensive and accurate representations antb¢yp® of markets. By contrast, a
performative idiom directs attention to the emetgand unfolding practices that
actors engage in to construct and problematize etsirkAraujo et al, 2008: 7). They
thus define market practices as “the bundles ofctmes including material
arrangements that contribute to perform markeiisid(8).

Two dimensions of market practices follow from thsfinition: efforts to shape
markets, as well as efforts to operate in marketholars such as Alderson & Cox
(1948), but also and more recently Jaworski ef24l00), established the idea that an
organization could be market-driven but could adsive markets, a distinction that
helps to understand phenomena such as innovatiowevr, these scholars have
neither studied the type of practices involvedhamng and operating in markets, nor
their coordination.

Kjellberg & Helgesson (2006, 2007a, 2007b), by castt have researched interlinked
classes of practices, namely exchange practicesmatiaing practices and
representational practices to depict markets. Tdteserve that multiple versions of
markets can co-exist or compete and may need tedmmciled in concrete situations

(Kjellberg & Helgesson, 2006). For them, marketisgdefined as the work that
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economic actors engage in when performing markéiis. interest in performativity is
not new and has been a long concern within thesimidili marketing literature which
provides many concepts and empirical descriptidmst thave a performativity
orientation (Mattsson, 2003). To discuss issuestedl to market practices and
performativity, Mattsson (2003) takes a differengle@ and proposes exploring four
interrelated aspects: (real) markets, market mastimarket theories and measures,
and managing in markets. In fact, as Araujo (20i8erves, the study of marketing
covers three interconnected phenomena, the studhadfets, of market-making, and
marketing understood as operating in markets. €hieavour is at the core of the
initiatives run by the Market Studies Group (MS@&)group of marketing researcher
that has emerged in the mid-2000s from the Indalsifiarketing Purchasing (IMP)
group and that has recently broadened its scopettét organisation of the'Inulti-
disciplinary Market Studies workshop held in Sigium June 2010. It is in this
emerging tradition that | wish to position the sdbtjmatter and contribution of this
thesis.

If the performative idiom (Pickering, 1995) is aykaspect of a practice base approach
to markets, the idea of using a performation concap be detected in various other
research strands that deal with the organisaticecohomic life. | now turn to one of

these strands, the Foucauldian studies of govenatitgn

2.3. Foucauldian Studies of Governmentality

The very idea of managing organisations, marketsthea economy presupposes the
existence of individuals acting upon things or ashdlichel Foucault’'s work, though

not explicitly concerned with economic life, raisasnotion of power as a way of
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guiding the possibility of conduct and striving fobjectives (Dreyfus and Rabinow,
1982). For Foucault, there is a conduct of everith ws dual meaning of leading
others as well as a way of behaving within a maréess open field of possibilities.
He uses the terrgovernmento refer to the ways the conduct of individuals ¢ee
directed. A characteristic of Foucault’s work, wihimakes it interesting for this study,
is the idea thatgovernmentdoes not only refer to political structures or the
management of the state through legitimate formpaditical or economic power.
Though he does not downgrade these forms of gowarpmFoucault adds a
dimension to the verb “to govern” which suggestt tihe possible field of action of
others can be structured within a system of sooetworks. But the unique
contribution of his work relies in the role that baes to forms of rationalization,
including instruments that he calls technologiesgovernment. Because of his
conception of agency, Foucault thinks of governmasta series of activities,
materially mediated by instruments that shape @ietsvbut also discipline the minds
of free subjects. It is this feature that makes daoilt’'s work relevant for the
development of a practice-based approach to govarom

In the next section, | will review some importanténsions of Foucault's work to
understand the role he gives to instruments in @nand to commensuration
instruments in particular. Secondly, | will explatee way his work has been used
when applied to the government of economic life,tle¢ State level or within
Weberian bureaucracies. | argue in this sectioh ttietype of practices studied by
Foucauldian scholars have a performative effeabtier words, they are not meant to

merely describe the world but to influence the aartaf individuals.
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2.3.1.Foucault and governmentality

Long before scholars started to talk about managerpances were interested in how
to govern their kingdoms. The ruler was the embtemégure and classical
philosophers had long debated the nature and reaty of rulers. Foucault (1978)
suggested that the complex practices of governriigntee placed at the heart of
power relations, rather than the character of sulérhile doing this, he left classical
political philosophy debates behind and moved tlseugsion on governmentality
towards the study of its devices. His research narmogne, focusing on the study of
concrete devices and practices, showed that power lme analysed through
disciplining efforts rather than exerting consttaithrough force (Foucault, 1977). In
his analysis of the seventeenth and eighteentlugest Foucault stressed a dramatic
shift in the way power was exerted, through a ettd, rationalized and
“technisized” authority. This new political ratiditg was based on a series of specific
government apparatus and a system of knowledgeseTteehniques and knowledge
were applied to a new ensemble called “the popanaticonstrued as a set of
resources and needs. This way of seeing “the pbpulaas a resource, led to a
profound transformation in the conception of powre challenge was no longer to
conquer and assume a powerful position, but tors@ntways through which a
population could develop its potential. Power waslanger a matter of domination
through war or taxation over territories; it washex a matter of organizing and
valuing resources through activities structuredlpplitical authority.

The central concern for Foucault was not the stoidyhe essence of the state, its
ideology or the factors which could confer it l@giacy. Through an inversion of this
view, the central question was that of the esthbient of state control, or the

development of a set of concrete devices and pescthrough which power could be
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materially exerted. Contrary to the tradition thragards power as a top down,
authoritarian mechanism, Foucault proposed a disaly conception relying on
concrete techniques of individual framing, the Wignaf which would be to lead
action from a distance.

For Foucault, power was both enabling and consbhginlt was conceived as a
recursive, ubiquitous, and contingent relationde@f Knowledge and power are
therefore difficult to distinguish in that they aaspects of the same phenomenon. The
concept of power / knowledge (Foucault, 1980) wargdd to reflect the idea that
power was both relational and positional. It was canceptualised as capacity or as
the possession and control of resources. The swfigyower and governmentality
could be carried out through the study of deviceindd as “...the network one can
trace between heterogeneous elements includinguitse, institutions, architectural
arrangements, laws, administrative measures, sicestitements, philosophical and
moral statements, in short: explicit as well a# @lements” (Foucault, 1977: 299).
With this notion of device, Foucault pinpointed thecessary role of heterogeneous
networks in the production of knowledge, power tietss, subjectivities and
objectivities. The study of devices, and in patacwf those which are meant to
produce knowledge that include measurement instntsnes particularly rich to study

mechanism of governance.

2.3.2.Commensuration and the performative nature of instuments

Since Foucault's seminal work, the study of instemits and the processes through
which they are chosen has been pursued by Lascatirhessales (2004). According
to these authors, the operationalisation of insémnisy long seen from a functionalist
angle, is now problematized. A shift in interest fiee political dimension attached to

instruments, moving the analysis beyond the digstindetween politics and policies,
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is now clearly observable. The selection of insiats cannot be regarded as a mere
technical choice or marginal to the study of ingiitns and agency. Numerous types
of instruments have been studied including ledg@hat economic and fiscal,
incentives, information and communication devicemder & Peters (1989) for
instance, studied policy design by analyzing therettppment of a systematic
understanding of the selection of instruments aed evaluative dimension.
Foucauldian scholars believe that to govern isdlorgéze the mind of the governed
through ways of thinking which become naturalizethd serve to coordinate
individuals through frames which combine cognitage well as material dimensions.
Processes of commensuration are part of this effortoordinate social life, as
Espeland & Stevens (1998: 315) remind us. Theyndeiommensuration as the
transformation of different qualities into a commmetric. It is “...the expression or
measurement of characteristics normally represemyedifferent units according to a
common metric.” (ibid) Commensuration transformsalgies into quantities,
difference into magnitude. It is a way of reduciagd simplifying disparate
information into numbers that can easily be conghaF®r example, the idea of net
worth allows a comparison across firms (Carrutteerd Espeland, 1991). And this
type of comparison also enables the understandingompanies as financial
portfolios rather than as productive units. Becawusethe existence of such
commensuration processes, managers can buy anfirresliwhile focusing on their
profitability rather than on what they produce (Blspd and Hirsch, 1990). By
providing common metrics, commensuration offersmasadized ways of creating
routines. The categories which are being instruaieretd and gradually enacted

become naturalized and taken for granted. The tregutoutines form the base of
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practices which contribute in holding the sociayether (Schatzki, 2001; Schatzki,
Knorr-Cetina and von Savigny, 2001; Reckwitz, 2002)

All instruments that can help to rule a group, @rparamount importance when in the
hands of rulers. As suggested by Foucault (19778)9administrative practices
create what they purport to describe. Alain Desres (1993) showed how statistics
generated about a population create a common lgegalad representations that, in
turn, produces truth effects and specific inteigtiens of the world. Statistics, he
suggested, are provisional and fragile conventitms result from a series of
equivalences. They are the subject of permanerateetout the definition of specific
issues, by all sorts of parties aiming at breakivem. Counting and measuring are at
first hotly debated, as long as the similarity asamparability of the units being
counted is disputed. The simple fact that sometBiags to be counted reflects the
work of creating similarities. Indeed, it makes sense to count people if their
common features are not perceived as more signtfitean their differences (Porter,
1986: 24).

The performativity of statistic practices has bemdressed in various fields of
investigation such as in the study of the effect@fisus. For example, Porter (1995)
explained how bureaucrats turned South and Ce#tnaéricans into Hispanics.
Similarly, Urla (1993) showed how the Basque idgnivas built through statistic-
based processes. Ventresca (1995) further argaesitidern census procedures help
to create the nation-states or the political objleat they quantify through the fact that
they render them more comparable. Censuses cdasihat they measure, but also
what they compare through these measures (Desesi£®90). As illustrated with
one specific type of instrument, measurement insgnis are a key tool in the

production of representations pertaining to a aeriasue. Instruments, and the
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commensuration that they help create, are not aleaid inert, ready to be used for
any socio-political purpose. They are innately fodi and contribute to establishing
new interpretive frameworks. They serve and stmecpuwblic action according to their
own logic: as they get used, they tend to produdginal effects, sometimes
unexpected ones as if they had their own agensyruments do more than create new
relations. They can also produce new entities amtribute to stabilize them.

But census and the creation of populations are onby of the many practices that
have been studied using a performative lens. Ppblicy scholars have also analysed
various types of risks and the effects generatexhupe population being informed.
The objective of public policies to communicateksiss an incentive to develop easy
to understand simplifications which leaves to ok ghe subtlety inherent in any
controversial issue. Bayet & Le Bourhis (2002) stdchow maps of severe flooding
are negotiated because of the effect they havéemprice of land. In their research,
the map was seen as a way to problematize andfygoale geographical area with
very different effects among the farmers or thd essate agents. The perception of
the risk was conceived differently at a local leaecording to the perspectives of
different players. When farmers could see a bemnefit piece of land being qualified
as liable to flooding, real estate agents woul@sss$he risk in a very different manner
as one can imagine.

Public policy scholars have also studied the rdlendexes in the measurement of
issues that are to be governed. Desrosiéres (2@dysed the way of creating a
standard to combine different measures which weiltdken to be significant as well as
easy to communicate. For example, the creatiomdhdex to measure the level of
crime creates major controversies, reflecting dmewsiays to problematize the issue.

This type of index classically observes young peppgtudies crime on people in
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suburban areas stigmatized by immigration. For @s8res, statistics structure the
public space by imposing categories and therefoemihg the issues under

discussion.

Instruments do not only contribute to the makingh# political issues they claim to
study. They also create inertia which gives theenatility to resist external pressures.
To introduce or to suppress one procedure is restgumatter of public utility. Such
actions refer to what Callon (1986) calls actommek effects. Instruments, when
institutionalized, involve a network of devices winiare difficult to reverse. Official
statistics, for example, become in Latour & Woolgaerms (1986), black boxes that
are hard to discredit or even to open. Once dStatlistategories become routinized in
bureaucracies or integrated into other governmestruments such as laws, they
become increasingly real and fateful (Espeland &tevens, 1998). Once the
definition of crime, as presented above, has besd by media, political actors,
police or judicial officers it acquires an ineschlea character. An alternative
proposition such as “crime is also what middle-agettepreneurs do to evade the tax
system” is difficult to establish so long as whdaellar or managerial crime is not
defined, measured and brought into existence tlraugpecific index.

As we have shown, through the study and constitutib phenomenon such as the
population through census, of flooding areas thinowgaps, or crime through a
measurement index, commensuration practices adgedtiy public policy scholars
who, as Lascoumes & Le Galés, (2004) suggest, gharedea that measurement

instruments frame and stabilize the political issueder their magnifying lenses.
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2.3.3.Economic policies and public calculation

One specific area of public management where instnis have become a central
issue is the domain of economics. Statistical nusmigave a degree of tangibility to
the abstract notion of the economy. Leontief's w(ir#66) on input-output matrices,

for example, helped to solidify this idea. The mgament of the national income and
the development of an international system of mubtcounts emerged in parallel,
contributing to a better visibility of this area ptiblic policies. The Marshall plan

illustrated the links that exists between the meaments of the economy and
economic development. The economists and stasie8ciwho designed Gross
Domestic Product (GDP) as a measure of the ecorfawg contributed to defining

what counts as part of the official economy. Inndpso, they have shown that the
outline of what constitutes the economy is hardlééne or, at least, is problematic.
Some questionable choices have been built int@GDE index, as Desrosieres (2003)
observed - e.g. domestic work was kept outsidenteasurement of GDP despite

intense controversies on the subject.

In their calculative practices, public policy makere not concerned with the idea of
profit. When for entrepreneurs the object of caltioh is profit, public bodies try to

assess the idea of benefits. For the state, agpiisj@ustified if it generates savings or
advantages in excess of costs. This is why theeminaf benefit, as Porter (2008)
argued, is not just a matter of money. The constm®f a bridge can be justified by
the easier passage from one side of a river totier, even when no toll is charged.
In public policy, a cost / benefit analysis dematits quantification of all sorts of

intangibles, including dimensions which are nodgdar: savings of time and expense,

improved health and safety, better education, andrs Calculation tools in public
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policies are not restricted to the calculation ofcgs. This idea prompted Porter
(2008) to claim that measurement instruments design make areas governable
were ahead of what private corporations did. Ther e profound difference between
private entrepreneurship and public calculationabee of the need to legitimise
public policy interventions: administrative decissohave to be accounted for in a
rigorous way. They have to be made objective andimzed and, in that respect,

measurement instruments are an efficient way oéiggimg “mechanical” objectivity.

Foucault, as we have shown, played a pioneering wadhen he gave material
technologies of government a distinct role that e@strary to the classical theories of
government which were predominantly based on therseggn and legitimate role of
the rulers. He problematized the role of instrureant public action by redefining
them as techniques of government. Before Foucsdthber (1930) highlighted the
role of devices in two ways: a) by placing accoogtipractices at the heart of
“rational” capitalistic economic activity and b) liefining accounting practices as
central to the spread of the modern calculatingudi within large bureaucracies.
Foucauldian devices have also been considerednwilid field of management, in
large organizations.

For example, Berry (1983) studied Weberian buresies and the instruments used
to structure the choices and behaviour which caheymnd the actors’ control. Using
a similar logic to the one proposed by FoucaultyBelaimed that in most studies of
organizations, the focus was on actors, conceige@tzonal and autonomous beings.
The instruments that facilitate their action wemers as secondary objects. He
proposed reversing this logic and looking at ageimoyn the point of view of the

instruments defined as a type of social institut{erg. census, cartography, laws,
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taxation), of the techniques described as conatetéces that make the instrument
operational (e.g. a statistical nomenclature, yipe tof graphic figuration, the type of
law or decree) and of the tools seen as micro dsyithat work as a sub-set of a
technique (e.g. the statistical category, the soélthe map, the type of obligation
embedded in the law, the equation that calculatesindex). All together, the
combination of these three layers forms sometheny gimilar to Foucault's device.
For the sake of convenience, | suggest callingvacdeghe combination of these three
levels of analysis.

Attached to instruments, techniques and tools (thaill now call a device), Berry
observed that one can identify material elemenisfoastructure, such as computers,
as well as conceptual ones, such as indicatorsdedgscount rate meant to study the
life of an investment), models (e.g. marketing mede facilitate the launch of a
product) or procedures (e.g. audit procedures) fitwah a simplified view of the
organization within a certain managerial philosaphy

Devices impose tacit rules regarding their sigaffice in terms of power and diffusion
of cognitive models. This political dimension ofetluse of instruments has been
analysed by a series of French scholars creattragiion within the Ecole de Mines

and the CRG in Paris from Berry (1983) to Moisdd897).

Coming from a different tradition in the UK, at thenction of sociology and
management, Nikolas Rose and Peter Miller suggestiadlying the emergence of
calculative instruments, that is to say, the medmanthrough which programs of
government are articulated and made operable, éohsgy managerial accounting
(cost accounting) shapes social and economic oekatiFollowing the Foucauldian

trend in accounting during the 1990s, they studissl ways in which calculative
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practices alter the capacities of agents, orgapizaind the connections, among them
(Rose and Miller, 1992; Miller, 2001).

As a technology of government, one of the principethievements of management
accounting is to link responsibility and calculaticto create the responsible and
calculating individual, within the context of thernmi. Rather than governing
individuals through a precise line of actions, theonduct can be affected by
economic norms that will guide them, and yet letivan with the feeling that they are
acting autonomously. This is the disciplining efféescribed by Foucault: “Rather
than tell individuals which investments to choosdy not specify a percentage of
return to be earned and leave the managers ‘feegiake the decisions as to which
investment to choose. Why not produce an individuhb comes to act as a self
regulating, calculating person” (Miller, 2001: 38X paraphrase Hirschman (1977),
management accounting provides a way of harnesengqiterests of individuals and
of utilizing their autonomy rather than seekingtgppress it.

This relation between the freedom of individualsl dhe power which is exercised
upon them is a classic concern that has long besgarched since Marx during the
era of industrialization. Girin (1981) proposedttansfer to the area of management
the distinction established by Marx between toold emachines. The characteristic of
a tool is its availability and specialization: aftsman uses a wide variety of tools,
each one specialized for a certain task. A macltonethe contrary cannot be easily
moved. It needs to be made profitable, and these$twould work on a permanent
basis. In order to increase its efficiency, proessseed to be simplified, as well as the
produced objects. The machine has its own paceagedts have to adjust to its
rhythm. A large part of the knowledge needed talpoe a certain good is integrated

in the machine and individuals are made substilatdor Marx, the relative roles of

36



The theoretical framework

agent and machine are reversed: in craftsmanshugkens produce with tools, in the
industrial model, machines produce with workersthia first case, individuals are at
the heart of the system, in the second one, thénimacs. Girin used this metaphor to
highlight the role of agents in large organizatioitiey feed the system with
standardized data, sometimes with little visibiliyp the outcome of the process.
Computers are the machines of large organizatidtemagerial machines are the
complex set of indicators and procedures embeddidihvwechnologies that constrain

actors as much as they enable their decision making

2.3.4.Instruments, epitomes and decision making

Large organizations make managers face a large ewwibdecisions. Agents are
engaged in complex management situations whereltheg to formulate judgments
and choices with limited information and for whikdbility is uncertain. Since they
cannot deliberate on every subject at every montkat; need to be equipped with
instruments featuring a complexity reduction thands them the routines they need
(Berry, 1983).

They have to rely on summaries or simplificatiowides that Berry et al. (1979) call
“epitomes”. They distinguish the epitomes of theetand of the good. Epitomes of the
true are made of simple numbers. For example, gdtlv of a nation is summarized
by four numbers (inflation, unemployment, foreigade balance, and budget surplus/
deficit). The wealth of a company can be summeditp a few accounting measures.
A company’s activity portfolio can be reduced tsimple matrix based on the growth
rate and the relative market share (BCG), etc. dpimmes of the good are typically
these indicators that managers integrate withirstibaards” or scorecards (Kaplan
and Norton, 1996). Epitomes of the good are shemtesices that capture a principle:

the budget deficit should not exceed 3%; a goodstment should deliver 15% return
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on capital employed; a good manager delivers ortangets. All these epitomes are
there because they facilitate the task of managdrey help them to get a quick
impression about a given situation. And they alstp them to justify their choices.
Because controllers and the controlled base theilyais on the same principles, the
epitomes facilitate coordination and reduce the lemof opportunities to diverge.
This aspect leads to a general belief that tratafi@riteria for good management are
based on a universal rationality. The effective epbation of organizations shows
however a multitude of local logics engaged in am@ment confrontation, but since
the epitomes are simplifications, they make usledsiget the assumptions behind
the models reflecting a process of black boxingguaand Woolgar, 1986).

Cost accountancy is a managerial set of practicas generates epitomes of truth.
Similar to the ways political scientists observedttcensus or index give visibility
and make the object of their study, Miller (200&¢s in the accounting metrics a way
of giving a particular visibility to areas of comoe creating an illusion of objectivity.
The manager is “made” as a result of the visihildglculability, and comparability
that metrics provide. His actions can be linkechwiite calculations of others, inside
or outside the organization. Accountancy, as autalive practice, is therefore a
device to produce commensuration in the economitdwti places the agents within
a calculative network. Let's consider Net Preseatu¢ (NPV) calculations as an
example. They give both visibility and calculalyilto investment opportunities. They
also provide a tool by which the decisions of ma&anagan be made legitimate with
simple norms that define what is profitable and twhanot, which eventually results
in the creation of epitomes of good: “one should dare present an investment

project which has a forecasted return of less &#n!”
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Epitomes, of true and of good, are needed by masdggeause of the speed at which
their decisions have to be made. But this attradoo the simple is done at the cost of
loyalty for the observed phenomenon: the urgenayaking quick decisions leads to
an over simplification of reality. Management instrents link agents within one
organization and impose forces upon individualstemal forces, institutional norms,
cultural norms and political forces. This is whyamagement instruments are difficult
to change since they work as the cement that nasnta relative coherence in the
organization (Miller, 2001).

Because they operate forcefully, as a result ofsihgplification that they provide,
epitomes and their instruments have a strong pcesém organizations and are
difficult to change. They generate routines that ba solidly kept in place. It follows
that agents do not have freedom to choose the sthethey think would be
appropriate for a given situation. Every instrumtrat makes people save time can
make them dependent on institutionalized routinksy managerial innovation
consequently calls into question existing wayshaiking.

If instruments empower agents, they also constthe@m: they can serve as
instruments of control at a distance (Foucault, 5)97Father than through direct
inspection as in the Panopticon of Jeremy Bentha@87). Accounting and its
associated instruments such as profit and losuatgobalanced scorecards, auditing,
and other performance measurement reports, gamncthestraining effect through the
impression that they deliver an administrative otiygty (Power, 2004). As in the
natural sciences, management practices have ineteoothe idea that measurement
should not depend on who does it. The impressionbgéctivity of administrative
measures is combined with the idea of the measing mpersonal which gives it its

naturalization (Bowker and Star, 1999).
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This social demand for objectivity is at the soun€@uditing practices that consists of
controlling agents’ performance through collectwehared procedures and norms.
They are a decisive political technology: “Audittise shadow of hierarchy which
saves the appearance of central control” (Powed34:1902). Audit practices are far
from being neutral as they construct the values thiednorms of what has to be
interpreted as performance. Accuracy and tracéloleate the feeling that measures
are reliable and objective but the reliability ofreeasure for management purposes
evolves over time. Reliability is a matter of remcha consensus on what is reliable,
and managers’ consensus about reliability charfgmsaudit practices to function, the
environment has to be auditable, which means thas to be structured to conform
to the need to be monitored, rather than to thécled one specific area to be
managed. Audit calls for standardization, whiclgédy means it will set a priority on
what can be measured. It inscribes the auditee théhmaterial basis upon which it
can operate. The making of an auditable objectutjitanorms and procedures makes
audit likely to fail to recognize those risks whielscape the norm of auditability
(Power, 2004), as the notion of effectiveness i¢ necessarily reducible to
measurable variables. A device, in the Foucauldarse of the term, is put in place to
fulfil a certain strategic functions, and oftenaddress some urgent matter. One of its
features is to survive the intentionality and thsions which were central at the
moment of its creation.

One strong input of Foucault's work related to gtedy of governmentality was to
sensitize scholars to the essential role playedcbsplex practices including
instruments and material devices. To govern isstaldish a set of concrete devices
that contribute to framing individual minds in asclplining way. Commensuration,

defined as a way of creating equivalences, is aga®that produces categories and
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numbers that result in routines which make a aent@sion of the world appear as
natural. We have argued that commensuration, seeanaadministrative practice,
generates and enacts the phenomenon that it ckaimseasure. The sociology of
translation that we will discuss next, offers a ptementary vocabulary to understand
the phenomena Foucauldian scholars are interestdalii at the stage where things
are still “in-the-making”. The subject matter oethext section is thus to explore the

possible contribution of this literature to the ergtanding of market practices.

2.4. The Sociology of translation

The sociology of translation refers to a set ofagland language developed by two
leading members of th@entre de Sociologie de I'lnnovatiam the FrenchEcole des
Mines in Paris, Bruno Latour and Michel Callon. Also ko as Actor Network
Theory (ANT), it encompasses related works by otbanolars who are broadly
sympathetic to the primary authors’ ideas, sucliadms Law, Susan Leigh Star, Bob
Cooper, Steve Woolgar, Karin Knorr-Cetina, Andykeiring and Madeleine Akrich.
The abbreviation ANTers is used to refer to thet®lars.

In the next section | describe ANT’s backgroundsedepment and tenets, and next, |
discuss its application in various fields of inquito explain why it provides a
promising theoretical framework for studying théjget matter of my research. | then
outline the significant aspects of the theory thdtaw on in this study, while in the

final section | reflect upon ANT’s current state.

2.4.1.The social nature of science

The New Sociology of Science (NSS) argued thatnseieis essentially a social

activity. This idea continued a long tradition ietsociology of knowledge: Durkheim
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(Durkheim, 1983:105) claimed “that concepts worked out by the masses and those
worked out by scientists are not essentially ddifeérin nature”, while Merton
(1973:11), asserted that “...not only error orsitun are unauthenticated belief but also
the discovery of truth is socially and historicatlgnditioned”. This view of science,
called epistemic relativism, asserts that systefrizebef, including knowledge, vary
and that this variation is relative to the specdicumstances of each group (Knorr
Cetina and Mulkay, 1983).

Epistemic relativism set the ground for a princifitst developed by Bloor (1991)
within NSS, the principle of symmetry. It contentigt both true knowledge (facts,
science) and false knowledge (fiction, myth andiefgl require a sociological
explanation. Consequently, the sociological studysaentific facts was just as
appropriate as the sociological study of mythgielis beliefs and other fictions. “Les
faits sont ... faits” (facts are ... constructed) asolua (1992) would later declare.

The immediate implication for the sociology of suaie is that it should be centrally
concerned with the processes of knowledge congirueind willing to open or de-
construct the black box of science, in the sensshofving how the insides work.
Hence for constructivists, outcomes — scientifit$aand knowledge — are the result of
interactive and interpretive processes betweenicahts and consequently, this
demands that the practices and discourses of tbesdme studied in close detail over
an extended period of time. This is why, for eprstéogical and methodological
reasons, constructivists subscribed to anthropcddgapproaches for studying the
production of scientific knowledge.

In terms of empirical implication, situations wherature and society can be studied
in the making were needed. By the mid-1970s a nurabsociologists of science,

such as Karin Knorr-Cetina, Bruno Latour, Steve Wao and John Law had
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embraced ethnography as an appropriate methodatogyudy laboratories. Latour
(Latour, Mauguin and Teil, 1990: 287) explains wihg study of laboratories was
decisive: “The reason why we went to study the flatmyies’ active controversies,
skills, instrument making, and emerging entitiess wa encounter unstable states of
nature / society and to document what happenssetkextreme and novel situations.”
Bruno Latour & Steve Woolgar's (1986) “Laboratoryfd” study became famous.
Using rich descriptive evidence, they began to andwe question of how scientific
knowledge is constructed. After facts are constdi@nd accepted as true, reference
to their construction is redundant and so the osigdf truth are dispensed with,

forgotten or at least, made difficult to detect (Mgar, 1988).

2.4.2.The sociology of translation, a semiotics of mateality

As a result of his empirical research, but alsduariced by the French general
academic interest for semiotics, texts and themodstruction (e.g. Greimas, Derrida,
Foucault) of the 1970s and 1980s, Latour and Wool$y886) were struck by the
impact of mundane elements in the laboratory thay tstudied: equipment, devices
and apparatus are co-substantive of the phenomtmhed by scientists. The
existence of reality is dependent on these ordidargces that he called “inscription
devices”. Latour and Woolgar (1986) argued thatotatories and technological
systems can best be understood as languages asdwieich could be interpreted
using available technigques from semiotics. In “8ceée in Action”, Latour (1987)
presented a picture of the scientist as a prodofctxts which progressively become
difficult to undo. Scientists produce numbers, alsvenore numbers. The laboratory is
a centre of calculation that both generates faats @mbines them into irrefutable
statements as they succeed in going through numénals. Scientists are presented

as experts of rhetoric who handle texts which etein numbers, reflecting the length
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of the networks involved. Metrology and calculatokevices are thus central elements
in the processes of scientific production.

As a result of this work, Latour recognizes thahssically, humans and non-humans
are equally agents in the sense of Greimas’ (19&8)ative semiotics: they are
defined by the way they act and are acted uponnietaorks of practices. ANT takes
the semiotics insight that entities are producetkelations. Humans and non-humans
are defined relationally, as arguments in a netwbdec ANT (Law, 1999; Law and
Hassard, 1999), agents are the result of relatiefiatts emerging from the endless
attempts to order the socio-material world. Erditiake their form and acquire their
attributes as a result of their relation with otleatities: “In this scheme of things,
entities have no inherent qualities: essentialgsins are thrown on the bonfire of
the dualisms...” (Law, 1999: 3). ANT is thereforeesrsotics of materiality.

It results in nature and society not being causgbtcomes of human scientific and
technical work, which is also a key characterisfithe American pragmatic approach
(Peirce, 1984). It means it shares something impobrivith Foucault who, with
Derrida, suggested unpacking what is consideredatea moment in time, if one
wants to understand how things came into existedoeiety cannot be used to explain
the practice of science, since it is also the tesukcience and technology in-the-
making. Facts and artefacts are transformed irgokidboxes, once a network of many
actors has been stabilized. In short, society anense have to be explained as
emergent, relational phenomena.

The consequence of taking entities as performexligir relations is that everything is
uncertain and reversible, at least in principlaslhever given in the order of things:
“... Relational materiality on the one hand, and perativity on the other. The two

of course go together.” (Law, 1999: 4).
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2.4.3.The sociology of translation, from science to soci@chnical networks

After several empirical initiatives to study sciéiot controversies in the making
within scientific laboratories, sociologists of aece began to seek new fields of
inquiry. Latour started a study that led to “Thestearisation of France” (Latour,
1988a) where he described a dynamic network ofczssans between laboratories,
on one hand, and also farms, cows, microbes, higggerscientists and the army, on
the other. This study of the interactions betweeasté&ur, science, technology and
society is a vivid example of science-in-the-makidgscribing the emergence of a
scientific discipline that would later be calledana-biology.

Callon (1986) researched technology and the roteetforks, a distinct field from the
sociology of science, focusing on empirical setiag different as the making of an
electrical vehicle or the domestication of scallgl fishermen in the Bay of St
Brieuc. His collaboration with Latour and the suipsent theoretical framework that
they jointly developed eventually produced the fdations of ANT.

The conceptual vocabulary of ANT (for a definitiof key concepts, see Akrich,
Callon and Latour, 2006) constitutes a form oftrefeal materialism committed to the
project of understanding the idiosyncratic, mateaiad procedural character of the
networks that make up what may provisionally béecathe social. Its main interest is
to investigate the tactics through which heterogeseelements, human and non-
human, are combined and made durable. These taatescalled “translation”.
Inspired by Serre (1974), “...this notion postulaties existence of a single field of
significations, concerns and interests; the expyassf a shared desire to arrive at the
same result ... Translation involves creating coneecgs and homologies by relating
things that were previously different” (Callon, I1811). In other words, translation

is the semiotic ordering and organizing of sigmifions, interests and concerns. The
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word “translation” conveys both the sense of thginal Latin word “translatum” that
we can use in physics to denote the idea of phlysicaement or displacement, and
the linguistic one of undertaking a change from taregyuage to another in which
betrayal is inevitable (Nicolini, Gherardi and Yan®003).

Unlike epidemiological models such as the ones doum studies of new product
adoption and diffusion of innovation (Rogers, 196276), ANT emphasizes that the
propagation in time or space of anything— statememders, artefacts, products or
goods — depends on what the concerned individuablggctive actors do with it. Each
of these actors may ignore the thing, alter, orappate it.

With its relational characteristic, translation ates a network, the actors and the
objects through interaction. ANT, with these ideagarding relational materiality,
dissolves the classical divides of sociology: thereo separate agency and structure,
nature and technology, etc. Instead there is aor-aetwork, understood as an
assemblage of materials operating through immutatabiles (Latour, 1990) which
can be entities as diverse as maps, textual désaspimages, but also heterogeneous
artefacts (devices) and have the property of benalpile, stable and combinable
(Law, 1986).

Focusing on practices, ANT emerged within the figidocial studies of sciences and
technology with a particular position about theedetining role of the social and
technology. As a reaction to technical determingsoiaims that technology develops
thanks to its own internal dynamics and outside d&uroontrol, social determinism
points to technology as being social through amdugh. In reaction to these two
extremes, ANT considers social and technologicakld@ments all at once (Latour,

2005).
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2.4.4.The sociology of translation and the study of orgamations

In the 1990s, ANT became increasingly adopted@maeptual framework outside its
original home, SSK or SST. | will now briefly disssifour major areas of research
which | believe exemplify how ANT principles havedn applied to various settings
related to organizations.

With a special interest in information technolo@rlikowski, 1996) examined how a
technology achieves stabilization through procesdgasegotiation until a rhetorical
closure is reached. They focus more specificallyhanv dominant interests are
reflected in the form and functioning of the teclugy, a process referred to as
“inscription”. Users, in this view, can choose taseutechnologies in ways
unanticipated by their designers, thus activelypsitg the artefact to fit their
particular needs. Technologies are thus never &idbilized or “complete”. They are
never fully commoditized although we may choosé&re¢at them as black boxes for a
period of time.

In accounting, Robson (1992) sought to understaeddbminance of quantification
approaches to managerial objects. Classical theaiescientific knowledge have
tended to support the idea that numbers providescipion”, “rigour”, and
“objectivity” beyond our perception (Duncan, 1982pontrary to such perspectives,
Robson claimed that the quantitative orientatiorm@ctounting can be understood in
relation to the utilisation of inscriptions thatoal long distance control (Latour, 1986;
Law, 1986). Inscriptions refer to the various taghes of marking an object or event
that is to be known — writing, recording, drawingbulating. Knowledge is an
outcome of the practical procedures of inscriptiointhe technologies for inscribing
the world, and accounting is a technology that malates mobile, stable and

combinable inscriptions that are continuously redinThe success of the quantitative
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orientation in management, that accounting subistast cannot be attributed to any
general epistemological status. Techniques of dfiGation do not simply measure
progress. Rather the increased usage of mathensticsign of progress. Statistics
has come to be the tool of the social reformerepaellence.

With an interest for organisations and manager@oanting, Miller & O’Leary
(1994) argued that science and technology studied to adopt a much wider view of
what counts as a laboratory. In their study of @egfield Caterpillar manufacturing
plant, they claimed that the factory is as muchieaaf invention and intervention as a
laboratory. The remaking of a factory is analyssdan assemblage, a historically
specific and temporarily stabilized complex of telas among ways of
problematizing the factory in a multiplicity of sefys. A diverse and heterogeneous
group of consultants, politicians, managers, exspantd commentators, expressed their
views on the deficiencies of existing ways andezhiior new beginnings. Miller &
O’Leary (1994) wondered how it is that such a fundatal transformation of
working practices and principles is made to appeaessary: “It is to the intricacies
of practice that we have to turn our attentionirOFoucault’s words, it is regimes of
practices that we have to analyze, with the aingralsping what it is that makes
certain practices acceptable at particular momelftitsit: 472). Their way of
addressing the factory as a laboratory is congistéh ANT’s notion of assemblage,
concerned with the heterogeneity of the compontraiscome to be linked together.
They also emphasized the instability of the refiahat form between such
components. Miller & O’Leary’s study articulatecethelationship between the world
of discourse and rhetoric with the material realdy the shop floor. Latour’s
inscriptions and in particular, the metrics andcahitive devices contribute to the

making up of the manager and of the factory, thhotlge construction of a certain
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vision of performance. The competitiveness of Aweni industry was
instrumentalized, made real and calculable withingle number designating the
extent of the restructuring that would be requifedaterpillar was to remain globally
competitive.

In the same vein but with an interest in financeu®a & Stark (2007) argue that
trading rooms are a site of productive analogieh wtientific laboratories. Both are
heterogeneous assemblages of human beings andctdctevices, devoted to the
production of knowledge and like scientific labaraés, trading rooms are equipped
with high technology. Using Hacking’s (1983) notittrat scientists intervene as much
as they represent the world, these authors sugiggistechnologies in trading rooms
reshape social action rather than simply makingteg forms of social action more
efficient. They change how participants act in tielato each other and to markets,
and also how they think about markets.

ANT conceives of practices as nexuses of activitrediated through materiality,
without focusing specifically on the human subj@dtrough its rich empirical studies,
ANT works as a mid range theory. It is close to dom of investigation as varied as
natural sciences, technologies and organizatior dcounter with the economy,
markets and economics as a discipline, was to pregpecific challenges for ANT. It
is to the study of the articulation of STS with eomizing practices, that we now turn

our attention to.

2.5. The theory of socio technical agencements

After more than two decades of working with thenfeavork developed by the

sociology of translation, Callon (2009b) is conwdcthat the key merit of this
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approach is to have re-opened the discussion otregament of non-human in social
theory. For Callon (2009a: 24), “...so-called non-lam® participate in collective
action: they influence it, redefine it from the ioes and generate changes of direction
and trajectories”. But the distinction of human am@mh-human perpetuates the idea
that they are different. This is why, in variousysascholars of ANT have started to
move away from the traditional vocabulary usedha 1980s and 1990s to jettison
this distinction. Callon (2009b: 24) , in particylaurned to the classic question of
agency “...to explore the infinite nature of itsrfoand modalities”. Building on the
concept of socio-technicafrangementfrom Deleuze and Guatarri ([1972] 1988), he
wanted to contribute to the rejuvenation of thal®s on situated action and cognition
(see e.g. Lave, 1988), but from an ANT perspective.

In situated action and cognition perspectives,ectiNe action is better understood
through the notion of arrangement, something atamd in the work of Foucault.
Arrangements include technologies and ideas, witer@s can be discourses, texts,
theoretical statements and models. Using an ANTragmh, arrangements are
operators of translation: “...acting means transtgtirand translating means
influencing the capacities and modalities of actisince it means establishing links,
connections, circulations, exchange properties anginal distributions” (Callon,
2009b: 24). And because arrangements are operdtorg, are closely linked to
agency. This is why Callon et al. (2007) proposkd hotion of socio-technical

agencemenfSTA), first introduced by Deleuze and Guatari.

We now have to address two areas of concern fer réBearch project. First, by

exploring the performativity program, we focus dre tstudy of the economy and
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markets in particular. Secondly, we need to explloeeidea of marketization as an on-

going process by revisiting the concept of cal¢oiat

2.5.1.Performing the economy and markets

“The market is a considerable challenge for ANT duse it introduces a strict
separation between what circulates, goods whichireme, passive and classified as
non human, and human agents who are active andleapf making complicated
decisions. Agents are calculating, know and purh&® own interests, and take
informed decisions. In short, the market seemsttetmine ANT’s hypotheses. ANT
was developed to analyze situations in which itlificult to separate humans and
non-humans, and in which the actors have variabsle$ and competencies” (Callon,
1999: 182-183).

The study of the market, which can be traced badké seminal volume “The Laws
of the Market” (Callon, 1998) was certainly a majohallenge for ANTers,
particularly if one considers neo-classical ecormsmas the benchmark. In the
neoclassical approach, the economy is everywheteimghvidual action, through
instrumental rationality, is economizing behavipar se. The market therefore is an
outstanding object of research to check the validihd the robustness of ANT.
Instead of taking markets for granted, as one wtakd nature for granted, one has to
understand how it is that we consider it an unmolaltic object in the first place. In
Latour’s terms, one has to reopen the black boxstumtly markets-in-the-making.

For Williamson (1993: 456), “Calculativeness is tieneral condition that | associate
with the economic approach and with the progressktension into the related social
sciences”. Callon (1999) suggests provisionallyepting Williamson’s hypothesis

but instead of taking calculativeness as an inpatperty of agents, he suggests
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looking at it as an outcome and study the condstionder which calculativeness and
calculative agents emerge.

Using the insight from linguistics that some statais establish what they claim
(Austin, 1962; Chomsky, 1968), Callon (1998) boreovthe term performativity from
the pragmatics of language to highlight that soselences and economics in
particular, do not restrict themselves to reprasgrihe world. Economics contributes
to enacting or performing the economy (Callon, 1998 his mind, economic
sciences should include micro and macro econonbos, also more managerial
disciplines such as finance, accounting and margetn other words, he proposes to
include under economics every discipline that hamething to say about the
economic world.

The attempts to address these questions has lkidlegthe “performativity program”.
Pursuing the anti-essentialist agenda of ANT, @aterommends one should not take
society, technologies, science, and economicshasatural order of things. One
should analyse the processes that constitute giesemena as objects. This proposal
has been followed by numerous studies, (e.g. Mazi€er2003; MacKenzie and
Millo, 2003; MacKenzie, 2004; Kjellberg and Helgess 2007b) that adopt a
performative angle on the way markets are createdteansformed. The result of
using the performativity idea in many disciplineasheventually resulted in a
polysemic definition of the term. Within the progranitiated by Callon, the idea of
performativity is not just a matter of language,saggested by Austin (1962), or of
sociological disposition (Bourdieu, 1982). The natof performativity highlights the
role played by knowledge in the constitution oflitgaas a way of investigating

phenomena.
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The discussions led by a number of scholars (segairicular Kjellberg and
Helgesson, 2006; MacKenzie, Muniesa and Siu, 20Q&éllberg and Helgesson,
2007a) on the polysemic dimension of performatifityve helped to clarify two main
orientations (MacKenzie, 2003). Austinian perforivigit is the term used to denote
the effect of statement; the linguistic dimensidrstatements and their effects is the
central concern. Generic performativity looks agpices rather than statements only.
It uses the term performation rather than perfonitgtto stress the idea that
performing requires a certain type of work thatludes STAs. This perspective is
dominant within the studies carried out by ANT deln® When applied to the realm
of the economy, the performation program initiated Callon, proposes to study
processes of economization and see the economy mersomenon which is the
results of actions of performation through deviceSTAs.

Economization is defined as the process of estabtisSTAs which are able to do
what they claim they do (performativity). The tefetonomization” was coined to
define the “... processes that constitute the belasjmrganizations, institutions and,
more generally, the objects in a particular societhich are tentatively and often
controversially qualified, by scholars and/or laople, as ‘economic” (Caliskan and
Callon, 2009: 370). The study of processes of eeoration can include two
dimensions: a) the modalities through which thesecgsses contribute towards
shaping what is called the human being: his agesapjectivity, and mode of
socialisation. This is anthropology of economizatib) the study of the arrangements
that have a collective dimension. This is the datiady of economization.

In the process of economization, the role of thaergentral as one cannot qualify
something as being economic without at some powmtbilaing a theory that defines

what is meant by economic. Callon (1998) rejects tbea that markets are
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spontaneous creations that result from individual® are calculative by nature.
Building on the debate between formalist and sulbisiat approaches to economic
anthropology, Caliskan and Callon (2009) obserag tifis position is characteristic of
a formalist neoclassical economics view which niped two ideas. First, individuals
are decision-makers and tend to maximize theintyitinder conditions of scarce
resources using instrumental rationality. Secontilyaccount for the diversity of
behaviour, the concept of culture is mobilized. rrr@ formalist perspective,
economizing is synonymous with instrumental ratity@nd the economy as a set of
activities, is secondary.

But Callon (1998) is equally dismissive of the patiof embeddedness of the
economy in society (Granovetter, 1985). This idea{ proposed by Polanyi (1957:
250), puts society and institutions at the cor¢hef economy: “...human economy is
embedded and enmeshed in institutions, economiciangconomic.” What needs to
be studied in the substantivist view described bBjiskan and Callon (2009), are the
mechanisms that lead one given society to meendterial needs. The substantivists
consider “economic” the processes which cause gdodsirculate. Production,
distribution and consumption are analysed sepgratehd institutions ensure
reciprocity, trading and redistribution. For thebstantivists, the task is not to study
cognitive processes of decision making. For thestyumental rationality is only one
possibility in the processes of economization taat play a role in trading, but not in
reciprocity or redistribution. The task insteadasinderstand institutional differences.
The two approaches described by Caliskan and C#R2609) have one thing in
common: economization is embedded in economic yhieot of a different kind. For
the formalists, neoclassical theory is the pretetradition, while substantivists are

inclined towards political economy.
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Against these two approaches, Caliskan and CafloA9) suggest that the economy
is constructed through a range of practices whextemal devices play a crucial role.
As mentioned earlier, this concept of device haenbi@troduced within the field of
social sciences by Foucault to study in particuta@litarian social projects (Beuscart
and Peerbaye, 2006). It appears as if the cond¢ejgvice has always been implicit in
ANT. We can observe that “...the concept of traimmiadoesn’t mean much without
the devices that give it its material existencethaut the assemblages of
heterogeneous elements, statements, technical gamamts and incorporated
competencies that make up chains of translaticBallgn, 1994: 50-51).

Devices are always present in the background abm®tsuch as translation or an
actor-network. It is therefore unsurprising that tlea of device is present when the
object of enquiry becomes the study of processescofomization which is a new
way of labelling the idea that “economy” can bedgtd in the making. In that sense,
“economizing” means constitutinggencementsvhich are interpreted as economic.
With a similar logic that prevailed in the study sfience and technology, the
economy exists as amgencementhat combines discursive and material activities.
However, and this is the key characteristic thagtimguishes the sociology of
translation of the 1980s and 1990s from the thedr$TAs: “the signification and
effectiveness of scientific statements cannot Issatiated from the socio-technical
arrangement involved in the production of the fabest those same statements refer
to. Statements are entangled with technical deyioesrporated competencies, rules
of thumb, rules and procedures. With the fact thay describe, they are embedded in
the arrangements in which they are stakeholdef3allgn, 2009b: 18). It is only

through the material elements included in thesecdsvthat a particular version of the
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economy can gain a degree of longevity and stghitaliskan and Callon, 2009,
2010).

Within this large process of economization, ondipalar area of research is the one
that studies the establishment of markets, thramgihket STAs, that Caliskan and
Callon (2009, 2010) call “marketization”. Callonat (2007) introduced the idea that
markets are constructed through a range of praciideere material devices play a
crucial role. In a definition of markets as STAsli€kan and Callon (2010) stress
furthermore the importance of valuation processescalculation practices. Below, |
guote extensively the three characteristics thamnfmarkets as STAs according to
Caliskan and Callon (2010: 3):

“1. Markets organize the conception, production amdulation of goods, as well as
the voluntary transfer of some sorts of properigghts attached to them. These
transfers involve a monetary compensation whicllsgba goods’ attachment to their
new owners.

2. A market is an arrangement of heterogeneoustitwersts that deploys the
following: rules and conventions; technical devjce®trological systems; logistical
infrastructures; texts, discourses and narrativeg. (on the pros and cons of
competition); technical and scientific knowledgec(uding social scientific methods),
as well as the competencies and skills embodidding beings.

3. Markets delimit and construct a space of confdtbon and power struggles.
Multiple contradictory definitions and valuation$ goods as well as agents oppose
one another in markets until the terms of the txatign are peacefully determined by

pricing mechanisms.
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We define the study of marketization as the entiddt efforts aimed at describing,
analysing and making intelligible the shape, caatstin and dynamics of a market

socio-technical arrangement as outlined above.”

These processes of marketization are at the hetre ®o-called market studies, such
as those developed by the Market Studies GroupmiithP (see e.g. Kjellberg, 2001;
Mattsson, 2003; Kjellberg and Helgesson, 2006; pxa007; Kjellberg and
Helgesson, 2007a; Finch and Acha, 2008) as memtiongection 2.2.

Empirically, scholars such as Cochoy (2002) anddaet al. (2000) have focused on
consumer goods marketing and the supermarket goehighlight how markets are
configured, how distributed practices carried oytnbarket professionals configure
the purchasing act, leaving room to understand tmwsumers’ choices occur within
a frame that they have contributed in shaping. &rssdies have observed within
consumer goods markets what other scholars haveelgadrom more specialised
settings, namely financial markets (MacKenzie, 2@®4; Beunza and Garud, 2007;
Muniesa, 2007). According to a practice view of keds, any effort to realize a
particular mode of exchange is likely to be entadgboth with efforts to configure
buyers and sellers and with efforts to stabilizeobject of exchange in terms of their
relevant properties (Callon, Méadel and Rabehari2e@2; Callon and Muniesa,
2005). From these discussions, a fruitful line edearch has been opened on the role
played by calculative agencies, qualification &jabuantification and valuation

processes in the constitution and operation of etark

2.5.2.Valuation and calculation

Markets have been defined as collective devicesitrieaeach an agreement which is

necessarily a compromise on the nature of goodaielisas on the value that should
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be attributed to them. To discuss this idea that doality of goods need to be
assessed, Vatin (2009) reminds us that to evais@estatic judgement that consists of
attributing a value to something. The idea of viaktion is more dynamic and refers
to the process of value creation through notiorhsas incremental value or value
added. Vatin suggests that a market theory cammetli-sufficient: the price becomes
the only variable to be discussed in exchangenid, @nly if, all the characteristics of
the good have been defined. This point made expbgi conventionalists in
economics (Eymard-Duvernay, 1986; Dupuy, Eymardddoay, Favereau, Orlean,
Salais and Thévenot, 1989), in management and tagk€somez, 1994; Marion,
1997, 1999), created a mutual inspiration and disobetween the economics of
conventions and the new economic sociology (Ja@@7R These bodies of research
suggest that exchange can only occur if there @eaexisting agreement on the
quality of those goods to be exchanged, as wetimathe cognitive instruments that
allows us to capture it.

This is the reason why Thevenot (2001) defines starks valuation networks. The
idea of valuation is not restricted to economicueallt can be made of rankings or
ratios to create equivalence in phenomena otharsd¢kchange, as for example in the
measurement of risk, of public opinion, etc. Thimgess of creating equivalence
between various entities is called, as mentionetieeacommensuration (Espeland
and Stevens, 1998). What is then the specificitgadtulation defined for purposes
related to economization processes, as propos€&alskan & Callon (2009, 2010)?
According to Callon & Muniesa (2005: 1231): “Calatihg does not necessarily mean
performing mathematical or even numerical operati¢bave, 1988). Calculation
starts by establishing distinctions between thiogsstates of the world, and by

imagining and estimating courses of action assediatith those things or with those
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states as well as their consequences.” As argudchy (1988) in her seminal essay
about cognition and everyday life, one cannot oppmaculation to routines, where
calculation would be the result of instrumentaliality and routine, a kind of
automated behaviour where there would be no cadioalan fact, as in mathematics,
one can observe everyday behaviour where the thaiviseems to use a continuum of
approaches that oscillates between qualitativegohaes and quantitative ones. Guyer
(2004) for example, studied the network of semadisses through which objects
acquire their singularity. She analyses the reperttf measurement scales that can be
relevant to monetary transactions. In particuléwe gxamines the use of standard
scales (nhominal, ordinal, interval and ratio scabesd the valuations that take place
simultaneously through what she calls a scalar godent. In her study of
commensuration, she looks at equations of wordspods and numbers and the role
of tropes that allow navigation between scales.

Calculation starts by establishing distinctionswesin objects or states of the world.
And the result of this first evaluation is thenkia with imaginative practices or
estimated courses of action associated with thbgets or states of the world as their
consequences, which is also congruent with theqsalp of Miller (1994) and Power
(2004) to study the relations between calculabifitd government with regard to
accounting and managerial practices, as indicatsedtion 2.3.

In terms of process, calculation can be describethiee steps according Callon &
Muniesa (2005). First, to be calculated, the obpéanquiry has to be detached - that
is to say, it has to be taken out of its contextnsértion and put within a space that
frames a basis for commensuration. The work ofnitgdi the categories, to which
these objects can be assigned to, is one way tactxhem (Bowker and Star, 1999).

Secondly, the framed entities can then be compaedl,manipulated on a common
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basis. Once they have been sorted out, the entiiede combined, associated with
one another and subjected to further translatidlaso(r and Woolgar, 1986) - i.e.
manipulations and transformations. This combinai®nly possible if the entities
have been cut off or disentangled from their oafjicontext. Disentanglement makes
entities mobile and combinable. Inscriptions relate the objects are essential here
(Latour, 1987): once studied entity can be subsumi#id an epitome that is mobile
and combinable on a computer screen, within an I[ESpreadsheet, on a board, etc. A
third step is necessary to accomplish a calculatiaesult has to be extracted. A new
entity must be produced. And this result generatesrtain effect on the world, which
is a performance. Isolating objects from their ordd) context and grouping them in
the same frame, establishing original relationsvbet them, classifying them and
summing them up before defining actions, are caoatlyvities define the work put
into calculation. Callon et al. (2002) and Callordaviuniesa (2005) see calculability
as intrinsic to the character of markets, not @dyallocation mechanisms, but mainly

as collective devices for assigning value.

2.5.3.From quality to quantity

According to the calculability notion, the processehich make possible the
assignment of numbers (such as prices) to entiiesssential. Once entities are
assigned a number, they become relatively stalidecan circulate within networks.

Commensuration, the process of making things etgnvahas been discussed in
section 2.3.2. The notion of qualification suggéktd to calculate, agents have first to
agree on the quality of things.

The notion of qualification in sociology is assdeth with the idea that collective

agreements define attributes to be ranked and veslgiQualification, in the field of

labour sociology (Musselin and Paradeise, 2005¢&01s the problem of building the
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right fit between a job, a worker, and a salaryediizing qualification involves a
dialectic movement between constructing a persgnalification and qualifying a
job, as Abott (1988) suggests. It was a Frenchualeaonomist, Eymard-Duvernay
(1986), who first proposed transposing the ideajudlity to the study of product
markets. Markets of goods may be segmented byreiftating between several
qualities of products that break the homogeneityit linterchangeability and create
niches. This idea suggested interdependency betwepply and demand. The
concept of “economics of quality” coined by Karp{k989) blurred the borders
between sociology and economics by linking togethercollective arrangements and
social mechanisms of production, intermediation anathange which standard
economy had separated. It provided a theoretickldetween qualification and socio-
technical networks (Callon, 1989; Cochoy and DufmmsQuellier, 2000; Callon,
Lascoumes and Barthe, 2001).

Using shopping as the example, Cochoy (2002) aeslys a detailed way the
operations carried out by individuals to make tlohioices within a frame defined by
the shop and the product on offer. He convinciraghyues that choices are affected by
material displays, resulting from the work of mdrkgeofessionals. Cochoy refers to a
space ofqualculation,a neologism coined to suggest the idea that lonk are
both qualitative and quantitative and stress thiempaent tension between the two. He
suggests that no measurement is possible withdakaification system.

The study of these classification systems has shbanthey help to move beyond
and finally to ignore non-essential differences egalice complexity (Bowker & Star,
1999). Various systems need to be distinguishedoienclature, for example, is “an
agreed upon naming scheme” (Bowker & Star 1999:, Mlich cognitive

psychologists have noted is the most elementaryitiog operation (Piaget, 1975;
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Piaget, 1977a, 1977b, 1985). Classifications areeratructured and linked to action:
“A classification is a spatial, temporal or spateinporal segmentation of the world.
A classification system is a set of boxes into Whitings can be put, to then do some
kind of work” (Bowker & Star, 1999:10). The desdrgm is meant for a certain
purpose, which is another calculative operatiomtified by Piaget (1977a). Once
classification systems are institutionalized, tigeperate standards defined as “any set
of agreed upon rules for the production of objettike any rule, a standard spans
more than one community of practice, it persistsrdime, and it makes things work
together over distance and heterogeneous metegs] bodies enforce standards;
standards have significant inertia” (Bowker & Ste999: 11).

It is only once they are accepted that such systgmpear natural and incontestable.
(Bowker & Star, 1999). Classification systems e itesult of a work of making and
maintaining them which appears more clearly whesy tbreak down or become
objects of contention. To understand the role thadsification performs, one should
unpack the black boxes of categories, through agssof analytical deconstruction,
as explained in section 2.4.2. This is what Bowke3tar's project seeks to do. They
want to understand how these categories are matikeg invisible. They remind us
that that each standard and each category values point of view and silences
another, which is precisely what framing operatiankieve (Goffman, 1974; Callon,
1998). Changing categories is a difficult proc&3mssification systems are thus the
site of political contestations. In modern bureacw@s, the contestation of existing
categories is often used in processes of destatidiz of existing practices with
significant consequences: “One consequence follbes the canonization of a
category: people then socialize themselves to ttrouwtes of the category... The

result of the change in category, and its placgorial order, is a shifting of balances
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of distinctions, a change in the architectural trefeships.” (Bowker and Star, 1999:
230-231)

As stressed in section 2.3.4, political scientlstse taught us that categories give
visibility to certain phenomena, and one shouldgtthis agenda with in particular
the possibilities of comparability as well as cohtBowker and Star (1999) explore
this logic further. They stress that the categdiogais not just about making things
visible. It is also making other areas invisibldyieh is an invitation to study what is
made invisible when something is put under thetlajtihe categorical projector.
Classifications systems allow the qualification thiings through a process of
constructing and shaping differences. Because tiley create intra categorical
similarities, they enable at the same time the gerare of quantification practices
which is noticeable already in the work of Foucawtt “governmentality” (Porter,
1994, 1996) when he discussed the rise of statistica mode of government (see
section 2.3.4).

With regard to markets and the economy, classifinatievices are central to the
orthodox market segmentation concept, for examplare in line with the
interactionist view espoused in this thesis, whekegories construct and shape the
phenomena they classify, Sjogren and Helgesson7§2&@alyse the pharmaceutical
industry in Sweden from a qualification angle. Tis¢gte that the quality definition of
a good is a central activity in markets becauseh@axge depends on a series of
devices including classification tools and standatibn bodies. The enactment of
tools and devices meant to qualify goods rendantbalculable and therefore make
economic valuations possible. In this sense, dlaasbn devices are market devices

because they underpin economization.
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To account for the reflexive process of qualifioatof both agents and things, Callon
et al. (2002) raise a series of apparently simpiestions: how can we describe the
process through which a thing is transformed ingmad to which an economic agent
assigns value? How can we explain the integratimto ithe buyers’ world of
something that is designed and produced outsidevibidd?

Callon et al. highlight the importance of the preses of mutual adjustment between
things and human beings, consisting of multipleatiens and engagements, that also
reminds us of the positioning processes which dre tesult of continuous
gualifications between the world of the buyer amelworld of the object. This process
of co-elaboration leads to a singularization of dgoan idea proposed by Edward
Chamberlin as early as 1933. It consists of a gradefinition of the properties of the
product, shaped in such a way that it can entertle consumer’s world and become
attached to it. Throughout the process of objeifon (it has to be a thing) and
singularization (it has to be a thing where thepprties have been adjusted to the
buyer's world), the thing (a product undergoing ldication) is progressively
transformed into a good (Callon et al. 2002). Thedyleaves the world of supply,
breaks away from it and slots into another wortt tof the buyer, which has been
configured to receive it.

The purchase is not the result of an encounterdmtva subject and an object, both
external to each other. It is a process of attachmehich, through successive
qualifications, leads to the singularization of psoperties. This co-production
requires market professionals (Hatchuel, 1995; é8aricCochoy and Dubuisson-
Quellier, 2000; Cochoy and Dubuisson-Quellier, 20d@llard, 2000) that build the
cognitive prostheses that will contribute to or¢resg the deployment of consumers

choice (Cochoy, 2007), or develop the market devi¢eallon, Millo and Muniesa,
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2007), explicitly aimed at organizing the markejglkberg, 2001). It also implies the
existence of metrological networks that will credbe chains of equivalence that
finally reach a compromise on value. With this ratgionist view, where the object is
shaped at the same time as the agent, there isauméible opposition between the
practices that produce entanglement and the m&nkesaction that implies a break
(Slater, 2002).

The definition of the quality of things, also calléfirst order measurement” by
accountants (Vollmer, 2006) relates to the ingonhg of classification that make
counting possible. This phase witnesses extensegotiation over categories of
similarity and relevance, which translate qualitie® quanta. Once the quality of
things is agreed upon, a second order or meta mesmasat can be undertaken as the
further aggregation of numbers and a further coeatvia statistical and mathematical
operations, via ratios and indices. As second ordeasures are normalized, they
become cut-off from their original imperfect databs, they travel and are mobilized
in unqualified form, constituting techniques of dpdistance control between remote
centres of calculation (Law, 1986; Latour, 1987 #&me basis for new interventions in
organizations (Hacking, 1983).

The naturalization of the quality of categorietigh their quantification is obviously
a matter of politics, as discussed earlier. Thiy mvall explain why a practice like
accounting is constantly beset by critics abouteftgacy and impact. Performance
measurement systems function to define performadicect management attention
and induce behavioural change, rather than to septephenomena faithfully, as
mentioned in section 1.2. This leads us to thedtlimension of calculability,

performation generated laypalculationspaces (Cochoy, 2008).
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2.5.4.Qualifying and translating for a certain performance.

Greimas (1983) and Serres (1974) brought to ANTidea of a chain of translations.
The interpretation of an object X is translatedayew object “X marked with A”. In
networks, this new object will be translated agtinough a new interpretation,
producing a new sign B and a new object [(X manké&t A) marked with B] and this
chain will continue until a provisional stabilizati, which means that the network
stops growing. To illustrate this process, Lorird®45) takes the example of the
interpretation of a machining activity through aality indicator. The object
“machining activity tagged with a quality mark” iisterpreted as a diagnostic that the
tool is worn out. Then the complex object “machgactivity / quality mark / worn
out tool diagnosis” is interpreted by the projextréplace the tool. Such translations
progressively enrich the object with explicit repgatations and move it into an object
which will finally hide the initial object “machinig activity”.

With the perspective that we have adopted, whertenmbty plays an important role
within social relationship, Peirce semiotics, imasteof the Greimasian one, is
particularly interesting because of its focus oagpnatism which mobilises a ternary
logic that includes materiality. These chains @nslations / interpretations reflect
what Peirce (1978) calls “semiosis”. The seriestrafslations finally result in a
specific interpretation which selects a form ofi@tt a routine if relevant, or a newly
created action if needed. Peirce calls this typatefpretation “habit” to designate the
reasoned recourse to a well established routinectbn, or a change after having
established that a new routine is needed. Theudation of framing, inscribing to
disentangle and performing proposed by Callonrigely similar, if not inspired by a
logical figure in Peircian semiotics which linkge¢le elements (Muniesa, 2007). The

triadic logic of Peirce is a type of interpretatiarhich translates one object into a
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representation via a theoretical judgement. Thaltiag representation gives way to
the application of a certain kind of action towatlds object.

To illustrate this idea, | will continue to use tbeample developed by Lorino (1995).
Let's define a particular object, a machined pigualified as faulty. When | qualify a
piece as “faulty”, I am interested in it througls@ecific angle: the piece seen through
the angle of quality, which is a process of framiitig cost, for example, doesn’t
interest me at this specific moment in time. | amydooking at it through its physical
dimensions, within a tolerance frame. The objectha interpretation anchors the
thinking process into the real and into the cowfkaction. When one designates a
piece as faulty, the object of the judgement isthetpiece in general, but its quality.
The judgment “this piece is faulty” creates theeabj‘quality of the piece”.

To qualify this piece as faulty, the analyst neadsnterpreter, a general law or a rule
of interpretation that allows linking this object & general category. The interpreter
calls a set of knowledge related to the objeds & general law, therefore a concept (|
have a certain conception of the faulty piece)sTaw opens up a repertoire of action
modes (what should be done with faulty pieces). iflterpretant is a law (certain
dimensions of the piece should lead one to considey faulty), a judgement (behind
this law, a certain actor has a certain opiniomd a theory (a general model of
correspondence between the dimensional featurespaéce and its qualification as
faulty or non-faulty).

The interpreter opens up a repertoire of possittieras, but in a general way, without
a precise application instance, similar to thepés of good. It is a potential for
action, the definition of generic action modesour example (Lorino, 1995), the law
could be “We estimate in the factory that a pided has these dimensional features

should be considered as faulty”. As soon as theabh$ linked to a general category,
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all the modes of action applicable to this geneategory will apply to it: “the
procedure for this type of faulty pieces is X", i4hype of fault on a piece is the result
of the machine operator”... and finally preciseaw will follow such as “this piece
will be machined again” or “we need to train theegiors”. The triadic interpretation
is meant for action. It generates and transformmggodar actions, by linking them to
general laws, but it also transforms general lawpuitting them to the test through
particular actions.

The triadic interpretation involves inscriptions stigma that work as signs. The
adjective word “faulty” works like a tag that quas the object. It signals a
qualification trial. It defines the object withincagrtain space where the object is seen
through a quality prism. The inscription / sign staflizes the link between the
interpretant and the object: the tag placed ord#fault piece delivers information to
people, and by so doing allows for further commation, critiques, improvement,
interpretations, etc. The sign is both the imagthefinterpretant and the image of the
object: it represents the object from the poinviefv of the interpretant, the concept
of faultiness which means that the object is reduoea tagged object or a non-tagged
object. It transposes the object into a spaceasaeing.

The sign has a double nature. It first has an dbgexistence: it is a trace, a sound, a
visual signal. Peirce calls this dimension tepresentamenBut this objective form
constitutes a sign further to its immediate appsagaonly in that it is grounded, as a
generic representation, outside the particularasidn. Therepresentamercan be
grounded as a representation through vocabulaeyséinse of defect in general or in
one company in particular, through a social coneentt is commonly agreed to tag
default pieces with a red mark. The sign appeal®ta concrete action possibility: as

soon as a piece is tagged with a red mark, a sefiastion starts, which otherwise
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would not be contemplated. The marked product Withtag “faulty” will be given a
further interpretation (“marked products should destroyed”), the product marked
“to be destroyed” should be sent back to the seppdic.

Following this chain of interpretation, the obj&dtl suffer transformations. It will be
enriched with all the signs which are getting aailsted on it, it will be in-formed,
and it gets loaded with a history of interpretasiothat form the process of
singularization mentioned by Chamberlin (1933).

In the construction of the triad “object — interfan® — inscription / sign”, each of the
three elements benefits from a certain degree edfdivm towards the other two. A
dyad “interpretant-sign” does not totally determitie object. It allows a certain
degree of choice regarding the interpretation efréal environment. A dyad “object-
sign” doesn’t determine the interpretant fully eithlt allows certain flexibility
regarding the relevant laws valid to interpret osiuation. The last dyad,
“interpretant-object” doesn’t close the represeatathrough signs. It lets a certain
choice be possible with regards to the expres&gister.

Within the tradition of the sociology of STAs, Mesia (2007) applies Peirce’s
vocabulary to interpret what a price is. He disegshe manufacturing of stock prices
on the Paris stock exchange, tackling the issumggfegation and the concept of the
quality of a price. He takes prices as signs inragmatic way, that is to say
considering signification as an action involvingel kinds of aspects and materials.
Prices are taken as material entities, always teedconcrete arrangements. He
considers their material shape and display, the iwayhich they stand as a trace of
something and, finally, their fit into a series @dnnections to other actions. He
concludes by proposing that: “Peirce’s method aofiséic inquiry helps us to be alert

to the fact that to signify is always an action, and that to price is, among all
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signifying actions, one in which the materiality agsignation is most empathetically
at stake” (Muniesa, 2007: 390).

We can see the similarity of Callon’s work with feen semiotics in that cognition or
the process of semiosis is situated and is thedfdong chains of translations within
networks. Finally, in the introduction tMarket Devices Muniesa, et al. (2007)
explicitly refer to the French pragmatist traditi@eleuze & Guatari, 1980) and to the
pragmatic turn in economic sociology. A ternary ryagh is particularly visible for
example in Beunza & Garud (2007) who structurertlagialyses of the valuation

networks on financial markets with categorizatianalogies and key metrics.

This discussion of the theory of market STAs pra&goly Callon and associates ends
this review of theoretical approaches that havengly contributed to develop a
vocabulary for the understanding of market and utatve practices. We can now
turn our attention to the limitations of these agmhes which will lead us to the

research questions of this thesis.

2.6. A framework for the study of market practices

The last section of this chapter summarizes the ikeps that emerge from our
theoretical discussion. It proceeds to show whgehearious theoretical strands are
compatible and complementary. It continues by Mhiyting a few gaps in the

literature leading to the formulation of a numbérr@search questions that will be

investigated in this thesis.
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2.6.1.A summary of the theoretical orientations

Our research is concerned with the government ohamic life, and markets in
particular. Within the general field of market seg] my broad aim is to research

market practices. The key elements of the fourrétexal perspectives covered in this

chapter are summarized in figure 2.6.1:

Theoretical framework for understanding market practices
Practice based approach Studies Sociology Sociology
to markets of governmentality of translation of STAs
Projects Studying bundle of practices | Studying set of concrete Studying science and Studying economy and
including material devices and practices technology “in the making” markets through the
arrangement that contribute to governing through the analyses of analyses of STAs that
that contribute to perform public and economic life translations that turn facts include theories
markets and artefacts into black as stakeholder of the STA
boxes
Key Market practices Technologies of government, Translation, Performation
concepts Bundle of practices Discipline, Socio technical networks, Socio Technical
Material arrangements Epitomes Actor-network Agencements(STAS)
Performative idiom Market devices
Calculativeness
Valuation
Scalar judgement
Major Practice based approach: Foucault, 1977, 1978, 1980 Latour, 1987, 1992, 2005 Callon, 1998, 1999
milestones Schatzki, 2001, 2005 Weber, 1968 Latour & Woolgar, 1986 Callon et Al, 2002, 2007
Reckwitz, 2002 Girin, 1981 Law, 1986,1999 Caliskan & Callon, 2009,
Pickering, 1995 Berry et Al 1979 Callon, 1986 2010
Practice based aproach to Moisdon, 1997 Akrich et Al, 2006 Callon & Muniesa, 2005
markets: Miller, 2001, 2008 Miller & O’Leary, 1994 MacKenzie, 2003,2004,
Araujo, 2007 Bowker & Star, 1999 MacKenzie et Al. 2003,
Araujo et Al., 2008 Espeland & Stevens, 1998 2007
Kjellberg & Helgesson, 2006, | Desrosiére, 1993 Guyer, 2004
2007a, 2007b Porter, 1986, 1995
Cochoy, 1998, 2002, 2008
Ahrens & Chapman, 2007
Key Industrial markets, Economic policies and public Science and technology, Markets
domains Consumer goods markets calculation, Organisations
of study Large organisations
Figure 2.6.1: Theoretical framework for understandirg market practices

This thesis adopts the view that it is more frdidad rewarding to study markets-in-
the-making rather than marketing, more narrowlyraf. It seeks to understand how
markets are defined and shaped from the vantage pbia focal organization. It
shares the insight of Araujo et al (2008: 5) tharkets are made to hold together
through ‘market practices’ defined as“...bundles pryactices including material

arrangements that contribute to perform marketkis Tdea has directed our general
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interest for market practices towards understandihgt market practices contribute
to the shaping of markets.

A first, pragmatic approach to study market pradidnvites us to consider what
“market professionals” do when they claim to managekets. But as Araujo et al
(2008) suggested, practices cannot be limited ® dtudy of processes. Market
practices should include the study of all arranganpeit in place by economic actors
when performing markets, including the instrumemd devices they use.

A second implication stemming from a pragmatic apph is to study specific
practices as Kjellberg and Helgesson (2006, 208Z@a¢ suggested through a model
that combines exchange, normalizing and represengtpractices. Calculativeness
is seen as a collective and distributed set oftjmex which is consistent with Araujo
et al's (2008) view of markets as ever-changingqgearances rather than stabilized

entities.

The Foucauldian studies of governmentality is aeaesh perspective that has
compatible with our framework since it adopts af@@native view that addresses
power and the instruments of government. Foucaaligsed the idea that devices are
both constraining and enabling. Commensurationge®es offer standardized ways of
creating routines. They contribute to the makinghef political issues they claim to
study. Devices made up of instruments, techniqued ®ols form epitomes,
simplified views of the world that serve technoksyof government. In this tradition,
to govern is to establish a set of concrete dewitatscontribute to framing individual
minds and conducts in a disciplining way. The Faoldian studies of governmentality

generated abundant rich seam of literature thalieguthe role of calculative devices
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in shaping public policy and economic life, inclngiorganisations. This literature

however, has not addressed markets specifically.

The sociology of translation or actor-network thedtANT), provides a rich
vocabulary to study the emergence of phenomenlagiviaking (Latour, 1987). With
its relational approach, translations create ngksjathe actors and objects through
interaction. This type of approach aims at de-cowcsihg the black boxes of the
phenomena under scrutiny, to de-naturalize them tandecover the social and
political work that has gone into their construnticANT has increasingly been
adopted to study a variety of subjects outside nseieincluding technology,
accounting, finance, and organisational change.latsst extension have pushed
researchers such as Michel Callon to consider enmsoas a challenging field for the

sociology of translation.

The theory of socio technicagencement§STAS) is a way to nhame the evolution of
ANT towards the study of the economy and markeatscésses of economization and
marketization are explored, putting at the cenfrihe conceptual framework the idea
of agencementleveloped by Deleuze and Guatarri. A theoretibdt sccurred when
Callon mobilized the concept of STA to stress tiheaithat theories are stakeholders
of theseagencementsThe focus of this research program is the stufiyhe
conditions under which calculativeness and caloidabgents emerge. Valuation
processes involve calculations in a broad sens&ul@dons involve establishing
distinctions between objects or states of the wartsnbining entities that have been

cut off from their original context, and finallyxtacting results. This triadic structure
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is reminiscent of the pragmatics of Peirce thatdiobject to inscriptions through a
law of interpretation, as used in the work of Meai€2007).

The contribution of the sociology of STAs is highliievant for our research project.
First, the view of agency, mediated by instrumestsvell as the ingredients that take
part in government technologies, can be understdtodugh the concept of
agencementSecondly, it pushes the tenets of ANT furtheclmging the gap between
theories that describe the world and a theorietspddorm the world. With the idea of
co-performation, the theory and the material deviaee part of the same system.
Thirdly, it explicitly puts economization and matization processes at the core of its

concerns through the focus on market devices.

2.6.2.Complementary view points

The Foucauldian studies of governmentality, theicdogy of translation and the
theory of STAs are theoretical perspectives thathaghly complementary with the
market practices view presented at the outseti@ictiapter, in three different ways.
First, all these research strands put the ideaeofopnation at the core of their
concerns. They stress the performative dimensioth@bries and they believe that
science, and quantification in particular, counséitthe world as much as they describe
it. These views question the “taken-for-grantedhest things. They consider
commensuration and calculation as central in tlyameation of social life and they
see these processes as highly political. Calcelagss, in all these traditions, is a
practice that shapes the world in a performativg.wa

Secondly, they all adopt a practice orientatiothiat they consider a nexus of human
participants and technologies which, while genagati specific body of knowledge,
also generate behaviours. All these theoreticantations have been influenced by a

pragmatic semiotics to a greater or lesser de{reey place devices, socio-technical
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networks, arrangements or socio technag¢éncementat the core of their theories.
They draw attention to the complex relations thestebetween various types of
heterogeneous elements, including humans and naaial More specifically the
sociology of STAs with the idea @gencemenéxtended traditional ANT concerns
with science and technology to the sphere of tlm@my, economics and markets. In
particular, scholars of market STAs have speciffezlinteraction between a specific
body of knowledge, economics broadly understood, ezonomic behaviours. They
have put calculative practices at the core of tresearch programme and shown that
markets are made of sets of knowledge and acsvitiich go beyond mere
allocation mechanisms. They have studied individoatket devices to understand the
material and discursive assemblages that interwerthe construction of markets
(Muniesa et al., 2007).

Finally, these theoretical orientations view agemsy a result of practices which
include activities and processes, but also shapeksentations through ideas, models
and instruments. Agency is thus mediated and diged.

In other words, the research strands examined is ¢hapter offer a rich and
congruent vocabulary to address our subject mattarkets and calculative practices.
The next sections will build on these researchastiee and will frame the research

guestions of this thesis.

2.6.3.What remains to be done?

In all the research strands that we have summarnbede, research on calculation
provided us with rich insights into the nature oérkets. However, five areas of

concerns create a renewed interest in calculatiothe study of market practices.
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2.6.3.1. The deployment of modes of calculation
Callon & Muniesa (2005) and Kjellberg & HelgessoR0@6) amongst others,
demonstrate how markets are performed and shapetlliiple calculative agencies.
Other contributions (namely Kjellberg (2007) andn@&rsson, Aspenberg and
Kjellberg, 2008)) illustrate how the emergence ofrket agencies is closely
associated with particular calculative tools. Hoamrthe interest in calculation hasn’t
been matched by an interest in how modes of cdlonlare deployed in efforts to
govern economic life (Miller, 2008). To put it céffently, we still need to understand
how do modes of calculation link up with, represanti embody particular ideas
about how economic life should be governed. To,df& empirical studies have
examined this interaction between calculation atehs through the involvement of

particular devices, such as classification systemexample.

2.6.3.2. Formal and less formal theories
The notion of performation suggests that thereoieconomy without economics. If
scholars of market STAs have discussed the waysoetics as a discipline performs
the economy as a field of practice, they have aocti$sed on other kind of theories or
formalised set of practices that practitioners wken involved in the management of
markets. For example, category management is afsptactices that may not be
approved by scholars as sound. In any case, iblElized by marketers who claim to
manage markets. This aspect would invite scholétsavpractice orientation to study
all kind of theories involved in the performatiohmarkets, including those which are
less formalised than economics or management. €sungption is that less formal
theories would allow analysing the mutual perfoioratof markets and the set of

ideas that underpin performations.
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2.6.3.3. The study of mundane market constituentsi  n interaction
Callon (1998) invited scholars to explore under aihconditions calculativeness is
rendered possible and how calculative agents emeviyige specifically, this
invitation suggests the need to understand how gydbé configuration of sellers and
buyers agencies and their encounters are calculated
Instead of studying these various market constituseparately, as most studies have
done so far, a relational perspective should atimwaccount for the reflexive process
of qualification of both agents, goods and thecamter. Studies that take an interest
in these diverse dimensions often take a part@dvirhey tend to study one aspect or
one device in isolation without analysing their dmnation in concrete practices.
Furthermore, studies of performation have tendxjgaee specific types of markets
such as financial markets (e.g. MacKenzie and Miflo03; Lepinay and Callon,
2009), entrepreneurial ventures (Doganova, 2010),carbon trading markets
(MacKenzie, 2009), exploringgencementa/here formal theories about economy are
involved. Few studies explore these issues in nmw@dane markets (with some

exceptions such as (Kjellberg, 2001; Cochoy, 2@i;hoy, 2007))

2.6.3.4. Disciplining agents, altering their capaci  ties
The literature on governmentality was found to beipularly relevant to explore the
performative role of instruments. The morphology iobtruments that embeds
technical infrastructures as well as conceptual soife.g. indicators, models,
procedures) imposes tacit rules and create indMsduvho come to act as self-
regulating, calculating agents. Because instrumeat® a political dimension and a
performative nature, social and political actorsengery different agency according
to the instruments that they mobilize. This ideatiessed by Miller (2001: 392) who

called for the “...examination of the emergencealtulative practices, and the ways
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in which new calculative practices alter the capegiof agents, organizations and the
connections among them”. If they are countlessistuthat show how instruments
impact human behaviours (Caliskan & Callon, 200®g disciplining effect of

calculative practices in relation to markets stéeds exploring.

2.6.3.5. Calculating and managing (in) markets
The sociology of STAs was found relevant to underdt market and calculative
practices in that it gives a definition of the metrkcompatible with a practice
perspective. To manage markets or to manage inetsgrk not to control in a
deterministic way the action of multiple actorst tuinfluence and shape the various
dimensions of STAs through calculations made oéehdistinct stages (Callon and
Muniesa, 2005): framing, disentangling and comlgnieind extracting a result out of
calculations. The variety of calculative practice®n essential aspect to study if one
sees multiple and distributed calculative agenakgey elements that shape market
practices (Araujo et al., 2008). Whereas framingrapons and the assignment of
numbers to objects have been addressed in thatliter studies that analyse the ways
actions are drawn out of calculation are very seafhe role of calculative devices
involved in making possible futures desirable,astabilize existing arrangement has

yet to be explored.

2.6.4.Research questions
The discussion of the theoretical framework defib@e@xplore market practices and
more specifically calculative practices has broughlight the importance of a series
of issues that call for further research. The netegquestions can now be formulated.

They are summarized and articulated in figure 2.6.2
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A practice based approach to markets involves thaenstanding of bundles of
practices that contribute to performing marketse Toncerns to explore how modes
of calculations are deployed, how less formal tlesoare involved, and how market
constituents shape each other in interaction leatbuaise an overarching research
guestion:

“What particular calculative practices are at play in making operable the
assemblages of ideas, artefacts, practices, peopdéc. that form and shape

mundane markets?

A practice based approach to markets also invallresunderstanding of particular
arrangements. The importance of theories and edical practices, that apply to
various market constituents in combination, leaslgsauemphasize the role of socio
technicalagencementthat need to be identifiedhe assemblage of ideas, artefacts,
practices, people etc. can be encompassed wittotieept of STA. We can therefore
phrase a first, narrower research question as :

What STAs are put in place to perform mundane markés?

Market practices can be analysed through STAs ihelude particular sets of
practices. Our purpose is to focus on calculativactices. The government of
economic life and markets in particular involvekakativeness that disciplines agents
and organizations and alters their capacities. @dress these issues, a second
operational question can be asked:

What calculative practices are involved and how dahey alter the capacities of

agents, organizations and the connections among th&
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Finally, the focus shifts to the issues relatedmanaging (in) markets. To better
understand the role of calculative devices involiregerforming markets, in making
possible futures desirable, or to stabilize exgs@gencemenisa third operational
guestion is formulated:

How do actors articulate the result of calculationsvith the actions that have to be

put in place in their efforts to shape mundane markts?

Research questions

Performation of markets General interest

Overarching research guestion:
Understanding market and “What particular calculative practices are at play in making
calculative practices operable the assemblages of ideas, artefacts, pract ices
people etc. that form and shape mundane markets?

Researching
bundles of practices:
Identifying STA

Operational research questionn _ °1:
“What STAs are put in place to perform mundane mark  ets?

Operational research questionn _ °2:
What precise calculative practices are involved and
how do they alter the capacities of agents, organiz  ations and
the connections among them?

Researching
bundles of practices:
Exploring calculative practices

Operational research questionn__ °3:
How do actors articulate the result of calculations with the
actions that have to be put in place in their effor  ts to shape
mundane markets?

Performing markets:
Connecting calculation
to agency

Figure 2.6.2: Research questions

To investigate these questions, the next chaptérewplain what it does mean to
study markets in practice. It will introduce bokte tempirical setting of the research as
well as the methodological procedures that have lpe¢ in place in the development

of the thesis.
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Chapter 3. Methodology

3.1. Introduction

Human beings are guided by abstract principles.s@harinciples combine beliefs
about ontology (what is the nature of reality?)sepnology (what is the relationship
between the inquirer and the known?) and methogalbgw do we know the world,
or gain knowledge of it?). The net that comprides tesearcher’s epistemological,
ontological, and methodological premises may b@aéeran interpretive framework, a
basic set of beliefs that guides the conduct ofélsearcher.

The objective of this chapter is to make explicis tinterpretive framework so that the
reader can gain an insight into the process | dadkrto carry out this study. The
chapter is structured as follows: the first secteaborates on the ontological and
epistemological position that derives from a p@etiased approach. The ontological
and epistemological position, together with theotle&cal framework that we
presented in the first chapter, play a key role@&termining the methodology and
research methods adopted in this thesis. Sectioles2ribes and justifies what |
consider to be the main strategic research deastbe choice of the field of enquiry,
my position as a researcher and the basic methgidaloapproach that | have
adopted. Section 3 addresses the procedures ofcddéxtion whereas section 4
discusses data presentation and analysis.

These elements are presented in this chapter inearl sequence, following the
conventions of a PhD dissertation. The practicthefempirical study, however, was

much more an iterative process for reasons thabeiexplained later in the chapter.
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3.2. Ontological and epistemological position

The theories mobilized in chapter 2 share a comderominator. They are practice
theories. This perspective embodies a strong ogyoltat this sections seeks to
clarify. Practices have been defined as “...emlahdmeaterially mediated arrays of
human activity centrally organized around sharextiical understanding” (Schatzki,
Knorr-Cetina and von Savigny, 2001: 2).

This definition stresses the importance of shanmedetstanding which points to the
contextualist view of this approach. In this pertpe, what is true is dependent on
the context of the truth claim. A scientific statmhtherefore only makes sense within
the context of its enunciation. Cultural, sociatlanaterial elements explain the role
played by tacit knowledge and incorporated skillthim the production of scientific
knowledge. These are the characteristics of sciesc@ “socio-cultural practice”
(Callon, 1994). Pickering (1992) shares this poinview and considers science as a
practice, as work. Science is a human activity thans distinct characteristics but
that should be analyzed like any other human prac€onsequently, good research is
one that generates consensus. Scientific succefslue should be explained like
success and failure in any other human activitp@Bl 1991). A scientific agreement
is a matter of trust and credibility. Because ttpedties are involved at all the stages
of the experimentation, from its conception to fingplementation, and because
objections are dealt with as they emerge, the reduhe experimentation becomes a
collective result. The credibility of the resulss the fruit of the way confidence is
managed (Pinch, 1986). Truth arises through comeation and negotiations within a
community of practice, as indicated in chapter 2thWhis view of science, the
consequence for a research like this one is treatrésearcher must display rigour,

relevance, logical consistency, breadth and dep#tmowledge. He must be able to
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monitor both empirical and theoretical materialstgpport his arguments and, in so
doing, convince the reader to take what has begtewseriously.

The definition of practice (Schatzki, Knorr-Cetiaad von Savigny, 2001) proposed
above also highlights a materialist view as the &wiractivities are closely linked to
constellations of material devices. “Order shoutd Ipe conceived of as regularities,
but instead as arrangements of people, artefautsthengs. | contend next that social
practices govern both meanings of arranged entdied the actions that bring
arrangements about, and that this governance ibdbis of social order.”(Schatzki,
2001: 6-7). The sociology of translation (Callo®86; Latour and Woolgar, 1986;
Callon, 1987, 1999; Latour, 2005) and the sociolofgocio technicahgencements
(Callon, 1998; Callon, Millo and Muniesa, 2007) sh#his view. With the idea of
translation, statements are particular kind of ripsions that can travel from the
physical world to the other worlds. Mobiles, madg@phical representations, tables,
reports, scientific articles, circulate which i® tbxpression of their existence (Latour
and Woolgar, 1986; Latour, 1988b). In this perspeciany statement is embedded in
a chain of translations. The success of a staterdepends on socio technical
agencementshat make them robust and able to resist coundmisiations. In such
networks, the idea of a grand divide between natani society doesn’t mean much
anymore, and even the idea of context mentionedels dissolved. A translation
network links heterogeneous elements that form la efeequivalence, in which one
can find technical devices, inscriptions, humarois;tand organisations that interact
(Callon, 1994). Star and Griesemer (1989) have quweg¢p the idea of
inter("n)pretation to highlight the idea that aestific statement can speak in the
name of nature after a cascade of representatiotise model of enlarged translation

(Callon, 1994), the notion of action disappearthwbenefit of translation, because to
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act is a matter of circulation, of deviation, artinuately, of translation. A translation
cannot be explained because it is the mode ofemdastitself. However, the strength
of a statement can be described by the network bhatight it into existence.
Pickering (1990) argues that the convergence throtrgnslations of models,
experimental procedures and interpretive frametshtbaalls the “mangle of practice”
creates the robustness and the stability of amstate Therefore, he suggests that the
robustness of scientific statement can be explaingdthe exploration and the
description of interactions between heterogenederments, including ideas, things
and inscriptions.

Within this ontological and epistemological pogitioa theory can be seen as a
network of terms and constructs which together mayide a plausible explanation
of a setting. Schatzki (2001) defines theory asemegal and abstract account. He
admits that “...this definition depart from botretbnce dominant conception that ties
theory to explanation and prediction, and the nootquial and still prevalent notion
that theories are hypotheses” (Schatzki 2001: dhs€quently, the term theory covers
practices as diverse as systems of generalizatigpslogies of social phenomena,
and also “...description of social life — so lorgy are couched in general abstract
terms” (Schatzki, 2001:4). Because practice theofegsgely link their theories to the
field of practice, they raise doubts about genexiglanations of social life. The theory
that can be produced are rather modest sociologisslaw (1994) stressed.
Consequently, the objective of our research is *“..donstruct reasonable,
communicable and disputable statements throughdthele game of experience
(rather than experimentation) and the exerciseogict (Martinet, David, Hatchuel

and Laufer, 2000: 121).
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3.3. Research methodology

Methodology is the general approach taken to thaysbf a research topic. It refers to
the choices we make about cases to study, metHogatlering data, and forms of
data analysis. The type of object at the centrmuofenquiry, market practices, reflects

a certain vision of the world and advises a certad of methodology.

3.3.1.Interpretive practices and ethno-methodology

This initial point of departure will lead to an Im@ation for methodologies that respect
the complexity of the social, defined as a fielcpadctices which includes individuals
in their context, with a certain history (Schatzk@02). In this section, | argue that
interpretive practices in general, and ethno-mettogy in particular offer such
features and are highly relevant for the studyadtdative practices and markets in-
the-making.

Interpretive practices can be broadly describedhasprocedures, conditions and
resources through which reality is apprehendederstood, organized, and conveyed
in everyday life. They are concerned with the goesbf how the social reality is
constructed, but also with what is being accomplishunder what conditions and out
of what resources. People construct their worldrimtitcompletely in their own terms
(Gubrium and Holstein, 2000).

Among interpretive practices, ethno-methodologyus®ss on how members “do”
social life, aiming in particular to document hdwey concretely construct and sustain
it. In reaction to Parsons, and rejecting a vissbactors as being “cultural dopes the
founder of ethnomethodology, Garfinkel (1952), welv actors as possessing
linguistic and interactional skills through whichely generate accounts of their

everyday life which are meaningful to them. In fagproach, actors are deeply
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involved in the production of social order. To uredand how they make sense of
social order and to make visible how social realigcomes taken-for- granted,
Garfinkel and Sacks (1970) recommend that the reseashould temporarily put his
or her a priori version of the social world on holdhis is why ethno-methodologists
take subjects’ practical reasoning as an adequaie oi interpreting the world at
hand. They consider how they account “artfully” tieeir actions, rendering them
orderly. They set aside the idea that actions atermally governed by rules (the
classical sociological explanation) or internallptimated (the classical psychological
explanation) because they want to observe how stsbfhemselves establish and
sustain social regularities. Social order is notemally imposed. It is locally
produced by way of the practices of mundane reéBolner, 1987). Social order and
its practical realities are reflexive.

In terms of procedure, these studies considerithated content of talk in relation to
local meaning-making. Actions and objects are inchx which means that their
understanding depends upon context. It is throughtextualization that practical
meaning is derived. In principle, the texts proadudeom such studies should be
highly descriptive of everyday life, with both cargational extracts from the setting
and ethnographic accounts of interaction used hvepthe methodical production of
the subject matter in question.

ANT scholars share a large number of views witmetimethodologists. However,
they refuse to limit their accounts to the regtiesi of ordinary conversations and do
not share the idea of reducing social life to taikl conversational sequencing. Instead
they recommend focusing on the rich social fabradenup of heterogeneous actants
(Lynch, Livingstone and Garfinkel, 1983). Still, ANscholars since the very

beginning of their studies of science in the makihgve applied most of the
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principles of ethno-methodology. These researclstrare the belief that actors
possess a complete vocabulary and theory to uadersheir behaviour and account
for their actions (Garfinkel, 1967; Latour, 200%hey refuse to distinguish between
actors that have a common sense language and @nalige own the theoretical
language in which the first is embedded. Actorseh#vwe ability to create and to
express their own theories of action to describd pstify agencies’ effects as
explained in Latour's (1987)6cience in Action(appendix 1). To study these
interpreting actors, Latour suggests further medhmgical prescriptions that can be
summed up by a number of principles. With the gaineim of studying science in
action instead of ready-made science, Latour (188%)nds us that we should look at
how things get transformed instead of looking &t ititrinsic qualities of claims. We
should look at the angle and the direction of theeover’s displacement and at the
length of the network that is being built. The imgttons and the translations that they
generate, he insists, play a crucial role: by agiaty how inscriptions are generated,
put together and combined, we can follow the astant the associated translations
that they inevitably generate, during their contnmies, until they are settled. In terms
of analysis, Latour recommended operating a detsen of the existing black boxes
of those things taken for granted. The analysisilshadd to description and not seek
to reduce a phenomenon to a finite set of linkenlstracts. The specific explication
will always be a one-shot account exclusively taib for the problem at hand
(Latour, 1997). Generalization is thus a matteiudher translations.

ANT scholars have been able to maintain the tiaaitif generating detailed accounts
thanks to the study of networks of relationshipsveen heterogeneous actants using a
longitudinal and processual perspective, as inctse of the laboratory life (Latour

and Woolgar, 1979). Scholars influenced by thiglitren have also produced very
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rich empirical descriptions of market devices (eCgllon et al, 2007). This is the

approach that I intend to follow.

3.3.2.Selecting a field and the casing process

Doing qualitative field research is not simply engal but a profoundly theoretical

activity (Walton, 1992). The field in itself is nptst part of the empirical world but is

shaped by the theoretical interests of the researthhe practice of doing qualitative

field studies involves an on-going reflection ontadand its positioning against

different theories such as the data can contributend further develop the chosen
research questions. Data are not untainted slit@bjective reality but aspects of

recorded activity that a study finds significant tbeoretical reasons.” (Ahrens and
Chapman, 2006: 820).

| now want to explain why the selection of my figtistudy, the phenomena and the
cases are relevant for answering the researchigngst argue that the choice of the
fuel retail sector, of BEST as a focal companywal as the observation of category

managers in this company are an appropriate sdétirgjudying market practices.

3.3.2.1. Justifying the field selection
Our interest in market practices and in particutaiculative practices presupposes
that we can access a field where the various cosrgenof a socio-technical
agencementshat form a market can be observed in a longitidmay. The retalil
sector is such a field. Because retailers managpsshthey offer an ideal vantage
point to observe and analyse the framing of theoenters between consumers and
products (Dubuisson-Quellier, 1999; Cochoy, 200Rktailers depend on and
negotiate with suppliers which in turn allows fdsservation of meetings between

these types of market actors. Retailers have dedicmmanagers concerned with
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managing markets and they are exposed to vari@iguitional constraints, such as
legislation on prices, margins, etc. Finally, antovded the retailer has an
international presence, such a site offers theilpitiss of comparing and making
sense of actions against various country-spec#akgrounds.

Within this sector, the fuel retail sector is mostsual in that it has been transformed
profoundly over the last two decades. This mears this a field undergoing
transformations, where one will inevitably meet mgentroversies. As Latour (2005)
puts it, the study of things in the making suggésés one observes entities when the
black boxes are still not closed or when they amd reopened, through networks
that are changing their length and configuration.

Finally, the choice of BEST as a company that dperan the fuel retail sector is a
relevant one because this company belongs to thd veading fuel corporations with
a presence in most of the European countries dealdarship position among the four
largest countries of the European Union. The sizBEST makes it an inevitable
partner for the suppliers, a banner brand withgaiicant level of awareness for the
consumers and finally, a company that can initiatajor changes and make a

difference to the markets it operates in.

3.3.2.2. Why is category management an interesting  phenomenon?
The intention of this research project is to untird market practices and the way
they evolve; the introduction of a new businesshoetis a moment that destabilizes
existing practices, that channels them throughl@mnative process. In other words,
the introduction of a new business method createsr@aversies about ways of doing
things, which is the story that | want to follow.
Category management is a staged method designedriage suppliers, their offers

and the in-store marketing activities proposed aiotly by the manufacturers and
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their clients. Category management was initiatedabge retailers such as Walmart,
Tesco and Carrefour together with large manufarduseich as Procter & Gamble,
Colgate and Henkel in the early 1990s. For reastmaiswill be described later, BEST
senior managers had the feeling that category nesmewgt could help improve the
competitiveness of their company within the fuelailesector. The study of how
BEST implemented category management is relevarthéoresearch project because
it is a methodology designed to be put in the haridearket managers to develop the
business through the management of categories:uowrs categories, product
categories. In addition, category managers areuatable for the negotiation with the
suppliers which provides the researcher with ailpged access to the discussions and
negotiations that occur with the manufacturerssuppliers of goods.

Studying the implementation of category managenmamdbles the researcher to
compare ways of doing both before and after theodhiction of category
management, to record perceptions of performancd, assess the transformation

needed within the organization and its relationstiip suppliers and consumers.

3.3.2.3. A longitudinal case made up of four embedd ed cases
Because practices include material devices, theerstehding of specific practices
necessarily involves capturing material configunasi. Consequently an ethno-
methodological approach will be needed to undedstdwe material setting within
which activities propagate. Because practices laceraade up of daily conversations,
of decisions and concrete actions, studying the lempntation of category
management at BEST in Europe is a process thatr®douweal time. This makes
possible the elimination of two types of bias: tiweakness of the researcher’s
memory and the ex-post rationalisation of the imfants (Van de Ven, 1992).

Procedural research should multiply the pointsatadollection, which requests that
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the researcher be emerged in the field for proldrmggiods (Girin, 1990). These three
reasons advocate for the use of a longitudinal, Gasesearch protocol entirely suited
to the understanding of practices within organiseti (Ahrens and Chapman, 2006;
Ahrens and Chapman, 2007).

The use of this type of case implies a series asequences for the researcher that
Latour (2005) highlighted. First, translation netk® imply a broad set of
heterogeneous elements, which involves a broad atdiiection method operating at
multiple levels. Secondly, it is necessary to ifscprocesses in history to understand
the length of these networks, which means thatlllméed to give an account of the
history of the company and the genesis of categmpagement within it. Thirdly,
following controversies hardly leads to linear ser Thus issues that appear in one
case in the foreground, may reappear in anothex, ba be in the background.

To make sure that the case at hand is rich enaugtiné purposes of this research, it
is imperative that the focal company is involvedsimping the key constituents of
Callon’s (1999) socio-technicahgencementsthat form markets, namely the
configuration of buyer and seller, and their endeyras well as the configuration of
the goods, as described in chapter 2. Thus ouitlatigal case is broken down into
five embedded cases that emerged as | followeddh&oversies around these key
constituents. The choice of a case is persuasilyeion is properly selected for the
sake of a research question. Oriented cases (MildsHuberman, 2003) should be
justified according to the way they constitute us@istances of particular phenomena
and this is the reason why we have split the brnoadse into five embedded sub-
cases.

The first embedded case focuses on the emergereaegfory managers. The second

sub-case follows the controversies that occurretvden category managers and
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BEST’s suppliers. A third sub-case studies yeaégatiations and shows how market
categories are progressively shaped in negotiabehwseen BEST and its suppliers. A
fourth embedded case elucidates the processegthmhich the definitions of what
constitutes a petrol station and the on-the-go wmes mutually shaped and
influenced each other. Finally, a fifth sub-caskofes the shift that occurred within
BEST on how performance was measured.

Processual research also demands that the reseeachleave an immediate access to
the discussions and the material that constitugefitid. This raises the issue of the
access conditions to the field. | had to be abléolbiow, in real time, the process of
formulation and implementation of category managanfiom the very beginning of
the initiative. This requirement is demanding bssential for it conditions the

relevance and the originality of this study.

3.3.3.Gaining access to the field

Atkinson & Hammersley (1994: 249) suggested thatgbsitioning of the researcher
within the field of research can be clarified bydesksing the following questions: is
the researcher known to be a researcher by alhadet being studied, by some of
them, or by nonePlow much, and what, is known about the researchbgnagthom?
What sort of activities are or are not engagedyithle researcher in the field, and how
does this locate him or her in relation to the masi conceptions of category and group
membership used by participant@hat is the orientation of the researcher and how
completely does he or she consciously adopt tlentation of insider or outsider? To
address these questions, the next section detailvarious roles that | completed
under a variety of status in the 5 years that hspe the field, between the end of

2001 and 2006.
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3.3.3.1. Doing conferences and training
| first got in touch with BEST in December 2001. 8E is a fuel company that
operates a network of petrol stations across Eureple shops attached to each
station. My employer, EMLYON, was contacted to pdavsomeone who could give
a series of talks on category management in tiad netlustry.
As a specialist of management methods within thailrsector, | was proposed by
EMLYON to give a series of talks on the subjecfromt of BEST’'s European retail
managers on three occasions during February 200thig\time, | knew that | was
planning to undertake a PhD project broadly coreenvith managerial innovations.
In relation to BEST, | was first a business schiaaulty member, talking to them
about the state-of-the-art in category managemettia retail industry. Through my
CV, | was identified as a marketing expert, spesgal in consumer goods and
interested in retailing, supplier-retailer coopenatas well as innovation, in terms of
product development as well as managerial methaftidle giving these three talks, |
was perceived by the participants as an academpeaksg as a teacher giving a
lecture, but also as someone who would be intetastevriting papers about what
managers do in companies. This status and assigrpnavided me with access to
documents about the fuel retail sector. It alspdeime to understand the history of
the company, the various mergers it has gone tiwoagd the dynamics of the sector.
This type of data is used in my research to undedsthe background against which
the controversies | studied occurred.
The status of an academic was clearly differerdidtem the status of a consultant.
The perception of a consultant, as | was to disctater on in the field work, is that of
a business man, trying to push certain methoddadogiih little adaptation to the

context, and in a repetitive fashion. An acadertiie, participants believed, can feel
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free to express open positions which are not nadgsspolitically correct” within
the company. And if he doesn’t speak much, thibasause he is involved in his
research, a type of activity that demands a ced&tance from the discussion. In
contrast, a consultant is less free in that hebe@s hired by the senior management
for a very specific task with a political agendags positively or negatively by the
various participants. Being identified as an acadewithin a business school,
potentially gave me the status of someone whoterasted in knowledge, and less
interested in securing revenues for his consultazmypany, which granted me a

presumption of neutrality.

3.3.3.2. Doing participant observation
After the three sessions in February 2002, it weddid that category management
would be implemented within BEST. | then declare¢ mterest for further
collaboration in my capacity as a scholar integkste management innovation. My
position as a researcher became overt within thedecof the retail managers in
Europe, and at the core of it, within theurBpean _Mrketing Bevelopment
Department (EMD), a department in charge of codsatilig the marketing activity at
a European level. This position led the managepetoeive me as someone who was
interested in advanced managerial methodologiesjesmes seen as fancy or
fashionable such as quality control or custometti@iship management (CRM).
| was warned that category management should netée as a fad or a fashion and
this forced me to clarify my theoretical positiogiand broadly explain my approach:
| wanted to research the process of implementatfan certain type of methodology,
category management in this case, because it wggd\tao do with managing markets
and managing supplier / retailer relationships. Mterest was not specifically in

category management as such, but rather in theaotien between a set of
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recommended practices and the company in which sucktaged initiative is
implemented. A short research proposal was wretah approved by the Head of the
EMD in March 2002. | was then directed to someohe would be my “Single Point
of Contact” (SPOC) within the company. In the fellag chapters, | name my SPOC
“Mike”. He was a member of the European MarketingvBlopment (EMD)
department, and he was assigned to the managefnina suppliers at the European
level. As such, the subject “category managemesit”ihside his remit. Mike had
been given the broad mission of helping BEST toobex a retail focused company
and in this context, he was asked to trigger thelementation of category
management throughout Europe after he had organizednitial sessions | had
delivered.

This contact was a great opportunity since Mike wagrant me access to all the
projects that would be related to the implementatid category management. As a
quid pro quo he asked me to assist him in the writing of theutes of the meetings.
This shift in terms of role slightly changed thates of my research and made it
become more of a participant-observation method.

Because of this position, | gained access to aplaocumentation, meetings and
privileged contacts with a lot of managers withive tcompany. But, by the same
token, | also became a member of a particular team,EMD Department, that |
realised forms an internal coalition that | wouldtrbe able to describe at the
beginning of my work. | was not a full insider oMb but still, | was someone
associated with the head of EMD. In the meetings thattended, | was declared as
someone helping Mike write the minutes of the nmgsti and an academic in a
business school with a strong interest in methodsrfanaging markets, and doing

occasional training sessions on category managefoemarious companies. When
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asked further by the participants, at coffee brefmksexample, what my precise

research subject was, | explained that my intevestin the implementation processes
of new methods of market management.

As part of my collaboration agreement, | had tonsagconfidentiality agreement that

specified that | had to protect the identity of dwmpany through a code name and
conceal any information that could lead a spedcialfsthe sector to recognize the

company. This led me to hide the name of the féwal company, the names of the
participants in the project and to disguise sonpeeis of the business figures that |
would have to display. My strategy in this regardswo show real figures, but at a
level of aggregation that would not be problematic managers as far as

confidentiality was concerned.

3.3.3.3. Doing action research
After several years of collaboration, | became knd@ar maintaining a neutral attitude
in the meetings, because | would not take parhéndiscussions. From time to time
however, | was asked to facilitate some Europeagtings by interviewing managers
on some topics related to the meeting to be prepaned by facilitating the dialogue
during the meetings themselves. This extra assighmmdified the status of my
research and made it more of an action researghgbraVriting minutes was still a
concern and, on these occasions, between 2003 @@l 2 was able to conduct
structured interviews and gather more private @pisiabout the views of managers

on specific issues.

3.3.4.Data collection

| would now like to detail the methods that mad@assible to produce the data to

understand market practices and in particularualwe practices. Since | had chosen

96



Methodology

to adopt an ethno-methodological approach, | hadotms my attention on the
location of the controversies, meaning to a largterd the meetings where the
strategic discussions were made public. | also toachake explicit the modes of
calculation, the justifications for using this dnat instrument, which involved
collecting material elements, such as documenp®rtg pictures, etc.

Throughout my collaboration with Mike, | had accessall the documents, people
contacts, databases, etc. that were useful towollee controversies that occurred
during my presence in the field. | worked as aitiadll ethnographer and in the
process, did what participant-observers usuallyl ttlmok voluminous field notes that |
expanded after each encounter. | collected archmeterial from the sites. | took
pictures from the shops. | printed computer screiews when needed to register
templates, databases or videos. | carried out ichai# interviews, socialized with
informants at coffee breaks, but also off-duty whies meetings took place in foreign

countries and participants stayed in the same .hotel

3.3.4.1. Attending project meetings

At the core of the data collection process, | hawilpged access to discourse
produced during meetings. These occasions werearty appropriate to capture

the controversies and to understand what the sfatke coalitions were. Meetings

make things visible as the actors are asked toesgpopenly their position on the
subject matter. My role, as a researcher, helpingeMo write the minutes of the

meetings was in this respect, a very favourabléaganpoint.

The organization of my data by project and by nmgetvas a key organizing factor.

Meetings had a date, a location, a list of atteaderd a list of attached documents,
mostly in the form of PowerPoint presentations dfxtel spreadsheets. These

elements constitute the framework of most of myesas
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To give the reader an impression of the time liheaxh of the cases, | have created a
number of tables (Figure 3.3.1 to 3.3.4 ) whichhhght the key events, usually
meetings.

Case 1 follows the debates that occurred in 20022803 to discuss the emergence of
the category manager within BEST. The case is fdabyea starting point, the request
to explore category management, and a closing pii@trecognition by the CEO that
category managers are operational and that they &evieved a notable feat with the

launch of a new type of store concept.

2002 2003
JEMAMIJJASOND|IJFMAMIJA

Case 1 Organizing market management

Organization meeting: Grading the job of CM
Organization meeting: Emergence of CRS department
EMD meeting [ |

CM meeting: Market analysis

CM Meeting: Outline role of the categories

CM Meeting: Assortment .
CM Meeting: space management I

CM Meeting: Promotion meeting
CONCEPT launch B

Information sessions on CM I

Figure 3.3.1: Case 1 key events

Case 2 reflects the evolution of the relationstepMeen category managers and their
suppliers through five stories that took place w2003 and 2004. Meetings are
central to structure these stories but PowerPorggntations are even more crucial,

particularly when the stakeholders discussed &sstlts of marketing initiatives.
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2002 2003 2004
JFMAMJJASOND|IJFMAMIJJASOND|JFMAMIJASOND

Case 2 Key events
Story 1: working with suppliers before Catman .
Comments by Anna .
Story 2: Best Is qualifying suppliers

a) Writing to suppliers

b) Category Management meeting

c) Kick off meeting in Brussel

d) Selecting Bevcorp as a category captain

e) Partnership agreement

Story 3: Starting a project with a beverage supplie r
a) Joint action plan presented to Rapland CRS manager
b) Preparing a test in Rapland

c) Category review in Discoland

d) Discoland Category managers internal meeting
Story 4: Suppliers and category reviews

Market reviews .
Story 5: Best ist enlarging the negotiation scope
Steven hired + field experience

Steven back to headquarter

Regional meeting

CRS Meeting

Figure 3.3.2: Case 2 key events

In case 3, the discussion informs the evolutiorp@fformance assessment. Reports
and Excel spreadsheets play a major role in thiygisaoften commented on by the

actors themselves.

2003 2004 2005 2006
JFMAMJJASONDJFMAMJJASONDIJFMAMJJASONDJFMAMJJASOND

Case 3 Key events

Paul's interview [ ]
Jennifer's interview .
CRS management meeting .

Mike's report .
Kick off of Speed project [ ]
Speed presented ot CEO [ ]

Green light for Speed recommendations published .

Figure 3.3.3: Case 3 key events

And finally, in case 4 where the definition of @& is discussed and challenged,
plenary sessions in meetings combined with facéate meetings were crucial to

understand the ways a network was described.
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2003 2004 2005
JFMAMJJASONDIJFMAMJJASONDJFMAMJJASOND

Case 4 Key events

Concept Launch assessment meeting .

Focus group Rapland B
Rockland typology meeting .
Focus group Discoland .
Rapland typology meeting .
CRS Meeting Groveland B

Face to face meeting Peter and Mike B B
Car Wash country visit B
Car wash market review and opportunities for growth .

Regional directors meeting -

CEO commenting annual results F

Figure 3.3.4: Case 4 key events

3.3.4.2. Interviewing managers
The data collected during the meetings was ofteitieed with individual interviews,
either in the context of my own initiative whendiltfthat a specific subject would
deserve consideration for a better understandinpefsituation at hand, or because
the agenda of one given meeting would requesthig. fdllowing tables (figures 3.3.5.
to 3.3.9.) give an overview of the key informartiattl met either in the context of
formal interviews or in informal conversations. Sonof these informants are

members of the executive committee of the Europ®rketing Development

department (EMD).

BEST COMPANY Function Category Education Age Years with the Previous functions
company

Exec Committee

CEO CEO nr Master degree >15

Andrew Head of refinery and Marketing nr Master degree > 15 Head of refinery

EMD

Howard MD Director nr Master degree 10 Country retail director

Mike Cat Mgt & suppliers relations nr Master degree 15 Country regional director

Bill Food Senice nr Master degree 2 Food senice marketer

Peter Car Wash & logistic nr Self made man 10 Technical manager car wash

Lawrence Concept nr Master degree 2 ?

Figure 3.3.5: Exec committee and EMD key informants

100



Methodology

More informants were members of the teams in the fwuntries that have been
integrated in the scope of the research. For cenfidlity reasons, code names were

given to each of these four countries that | caltiRand, Groveland, Rapland and

Discoland.

BEST COMPANY Function Category Education Age Years with Previous functions
company

Rockland

Christopher Retail Director

Paul CRS Director CRS 42 ?

Chris Fresh Food Self made man 38 18 PM, District Manager

Jeniffer Beverages  Master Degree 26 2 PM

Kate Dry food Master Degree 27 3 PM

Geof Non Food Master Degree 26 2 PM

Peter Tobacco Self made man 30 12 Sales, PM, District Manager

Frank Regional director

Figure 3.3.6: Key informants in Rockland

BEST COMPANY Function Category Education Age Years with Previous functions
company

Groveland

Gordon Retail Director

Alan CRS Director CRS 36 ?

Jef Category Manager Fresh Food  Master Degree 25 1 PM

Steven Category Manager Beverages Master Degree 27 3 PM

Annelise Category Manager Dry food Master Degree 28 0,5 PM

Frank Category Manager Non Food Self made man 30 10 Shop Assist., Shop Director, PM

Anneke Regional director

Figure 3.3.7: Key informants in Groveland

BEST COMPANY Function Category Education Age Years with Previous functions
company

Rapland

Bill Retail Director

Nick CRS Director CRS 38 ?

Uwe Category Manager Fresh Food  Self made man 28 8 PM, District Manager

Anna Category Manager Beverages Master Degree 30 6 PM

Andre Category Manager Dry food Master Degree 26 3 PM

Barbara Category Manager Non Food Bachelor Degree 32 12 Sales, PM

Jorg Category Manager Tobacco Self made man 30 5 PM

Swven Regional Director

Figure 3.3.8: Key informants in Rapland

BEST COMPANY Function Category Education Age Years with Previous functions

company

Discoland

Phil Retail Director

Stan CRS Director CRS 48 ? Retail Sector, Marketing Director

Susie Category Manager Fresh Food  Self made woman 36 16 PM

Joe Category Manager Beverages High School 32 14 PM

Ben Category Manager Dry food Master Degree 28 4 PM

Maurice Category Manager Non Food Master Degree 25 1 PM

Jose Regional director

Figure 3.3.9: Key informants in Discoland
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Descriptors such as the education, the age, thes ye#h the company and the
previous functions have been collected to giveahalyst a better understanding of
the profile of the informants and therefore, hedpunderstand some of the group

dynamic or opinions that were expressed in meetings

3.3.4.3. Collecting documents

Next to attending meetings and interviewing keyoinfants, | collected a large
number of corporate documents, to inform or to tjaesnore precisely the subject of
the discussions. These documents included PowdrRwesentations, corporate
reports, Excel documents, etc.

In fact, because most of the documents needed tordsented to third parties, in
meetings or sent via email, they usually took tbemf of a PowerPoint file. For
example, snapshots taken on the occasion of stsig were usually integrated in a

slide report as the sample shows.

JointMerchandising

Goal: Share knowledge between client's merchandisers and
CCE's Rayon Manager = increase tumover;

Wioudanneg
Marchand®sar Miraiia

Rayon Manager 50

Dismay: Fridgapaci{10x23c o3

% Enmipaan Patrersng Jues 2005 Sune BEST), M 00S

Figure 3.3.10: Sample of a PowerPoint slide with piure
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Excel spreadsheet could also be extracted andratezin a slide as in the following

example.

Scorecard t/m juni

SCORECARD chent & CCE
Axesin mn

1 Shgmane

L

Sk, Fara g na Paeraesas
TEaa Thard

Ewnpeac Facsrership June 2006 Buge BEST), Mie §0CE) T

Figure 3.3.11: Sample of a PowerPoint slide with Eel table

Therefore, a list of the documents that have bessd dor our research would very
much give the impression that PowerPoint is the maaterial when sometimes it is
only the presentation form of another text that ldayive a more interesting view of

the subject at hand.

The following samples show the type of informatitmat can be accessed through
Excel. In such a document, formulas can be seerttend/ay a margin is calculated,

for example, can be explored.
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P
B

1 Bmazetin euro [(x1000]

2 Petrol totaal Absoluut Yolume

3 PO400E  POSO0E  *YTO 2004 YTD 2005 PO400E

4 Softdrinks ETE T4 123508 12005 Softdrinks 3013

£ Sportdrinks 20B144 194234 818371 7EVES Sport drinks 2081

& Energydrinks 202756 22033 92935 993601 Energy drinks 201

T Water 126,76 16187 40F7AT  B29103 Water 126

& leed teatcoffes 29564 303826 I0IGFT  W06G48 lced tealcoffee 292

9 Still Drink.s 91564 MOTFT 13423 MTE2D Still Drinks W=

10 Juices ambient TIB503  TYIElE 338743 3340 Juices 934

1| Juices chilled 218865 243538 TR4282 5041 Dairy 12z

12 | Dairy ambient TE6,254 792,923 422305 451083 Wellness B3

12 | Dairy chilled BH,298  E20719 20109 4YEI2 MNARTD ezcl. dairy 874
14 Wellness E2.74 44,282 264 304 26745 Sum [eontrale] 4290
15 MARTD [incl, dairy) 112026 11587.3' 48126 ?.I BO7TESN

1&

7 L

15 Emazet in suro (x1000)

9 Petrol totaal Aandesl CCE i

20 FPO400E  POBO0E  %TD 2004 ¥TO 2005 P4008

21 | CCE in softdrinks 203707 230928 109406 102323 CCE in softdrinks 2587 ¢

22 | CCEin sport drink.s 0353 108s02 329774 41966 CCE in sport drinks a2

23 | CCEin water 132134 194727 424382 E44937 CCE in water 132

24 | CCEin iced teafcoffes 19,254 22086 3|5 BEFIE CCE in iced teafcofl 1

25 | CCE in still drink= 36,825 1747 136932 8,298 CCE in still drinks ar

28 CCEinwellness 173 17707 14529 134138 CCE in wellness 12

27 |CCEin NARTD 322849 363406 1BEITE 1B3IGE CCE in NARTD aze

28 Sum [eontrole] 3705

2

30

El

a2

33 BMZET IM EURO ¥ 1000
34 Petral totaal i =
% . o e e

Figure 3.3.12: Sample of a Power Point slide withx€el spreadsheet

3.3.4.4. Creating a corpus within a database

To keep track of this voluminous documentationtarted a diary from the very first
day to index all the sources that | could accesxt b this diary, | also created an
Excel database. The first sheet was designed tsteeghe timely events such as
meetings, moments of interviews or conference cdlle subsequent sheets were
organized by projects. On each sheet, | listedhdmae of the contributors present at
the meetings and the names of the files that weeel dluring these meetings for the
presentations, the index of my field notes and #isaninutes’ document.

Finally, the set of data has been indexed withidlagabase that constitutes my

reference co rpus.

3.3.4.5. Data presentation and analysis
As in any ethnographical research, the author sat@arrative that he expects to be

true to the actors’ understanding of the eventeiisure this result, | sent a copy of
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my write-ups to some of the key informants. Thigraidve is structured in the form of
linked vignettes, globally grouped in the five casmentioned above. The final
narrative was shared and discussed with Mike, whtheé meantime has changed
positions within the BEST organization. Many of tle¢her informants and in
particular the ones that were the key players oDEiMwve left the company. Mike’s
approbation of the way the story is told relieshsown memory, and today’s feeling
of what the past was. In fact his recollection lo¢ Eevents is as subjective as the
researcher’s one. This is the reason why, | belieakthe systematic inspection of the
minutes at the moment of the events constitutesnibst objective validation device.
For the rest of the elements, including observatidris the quality of the way | report
the data that will build the perception of autheityiand plausibility. For instance the
clarification of how the data was built is of pa@mt importance. One particular
aspect deserves for example, further clarificatibhe language in use in all these
meetings was English, and it was not the motheguenfor a number of project
contributors, including myself. In my notes, | weatown, in my best English, precise
guotations. When | used these quotations, andhi®réquirements of this thesis, |
rephrased some of these quotations to make thera mi@iligible. As | am a native
French speaker who is also fluent in German, itpbapd that some of the
conversations took place in those two languagethdse cases, the verbatim has been
translated by me, trying to stick to the essencehef exchange. As conversation
analysis was not the aim of my work, | found thpsmedures unproblematic.

As stressed by Latour’'s conception of descriptiti:e analysis should add to
description and not seek to reduce a phenomenarfitote set of linked constructs.
Since the objective of a piece of research is tetstand how a system works, the

researcher uses his position to co-produce knowle@ige production of knowledge
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happens in interaction with the field. The methodatal consequence is that the
place where knowledge is produced and the plaé¢es efalidation are not separable.
We are therefore moving away from the principle rehhe data is collected in the
field and later analysed by the researcher. Howev@owerful explanation provides
explanation in multiple settings, which is why cteapl0 will seek to present an
explanation that connects and transcends the fiygireeal cases. As suggested by a
practice-based approach (David, 2000; Reckwitz220Be production of knowledge
and its integration in the processes of changedrappth a specific rational mode that
we can call interactive rationality. Research bengractice in itself, we are not just

in the business of interpreting but also of chaggire world.

3.4. Conclusions

This chapter has clarified the methodological issassociated with this research in
terms of ontological and epistemological posititinhas stressed the importance of
ethnomethodological procedures to research pracéisesvidenced by the scholars of
SST. It has explained how the researcher gaineglsado the field of observation (a
retail firm in the fuel sector at the moment itroduces category management) to
collect heterogeneous material, including narrativéowerpoint slides, Excel

spreadsheets, pictures, etc. that this study @l 10 explore market practices. The
next chapter that will conclude this part of thedis will set the stage of the empirical

field.
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Chapter 4. Introducing the empirical setting

4.1. Introduction

The empirical part of the thesis takes place insidlegading European company, that |
will call BEST, located in the Western Europe freghil sector. It all started at the end
of December 2001 when Mike, a manager from BESVe gae a briefing:

“I would like you to explain to our senior managenshat category management is and what it has
done for large retailers. When | attended the DELTAining in the US, my first impression was that
this method had great potential if we get it rightiowever, it was mainly applied to large retailets.
would therefore like you to address what Categonamdgement has done for major suppliers and
retailers, but you need to be prepared to answerestions from managers with different
backgrounds. To do so, you need to understand thel fretail sector, as well as the profile of our

company”. (Mike, Marketing director at BEST &opean_Marketing Development department called

EMD, Dec. 2001)

The objective of this chapter is to share with tle@ader some aspects of the
preparatory work | did before sharing my undersiagaf category management for
the senior managers of BEST. This is the point ehdrecome involved in the story.
Sharing the genesis of this project is a way fortmeet the stage where the five
embedded cases of my research are located. In dojrigvill attempt to introduce the
reader to three interrelated dimensions: the sewstwmere our empirical field took
place, the company’s operations and structure tladcenario that led the company

to consider introducing category management.
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4.2. The service station sector in Europe and its development

Right after my first meeting with Mike whose rolélivibe clearer to the reader soon, |
asked him to provide me with existing industry neépahat could help me understand
the structure and dynamics of the sector in ordebd able to challenge what my
informants would consider specific to their compaAyEuromonitor series had just
been published (Euromonitor, 2002) and in particubee issue summed up rather
nicely the key dimensions of the sector: “Europ@&amecourt to 2007”. The first
section of this chapter is made up of the notesoktfrom my reading prior to
attending my first set of interviews.

Our research focuses on the first tier of inteoral players in the oil industry. All
these players are market leaders in their hometgesnand belong to the world's
largest petroleum and petrochemical groups. Thesepg' activities span every
aspect of the oil and gas industry from exploratéord production (the upstream
sector) to refining and marketing (the downstreact@). They all operate across the
globe, though our research will focus on the WestBuropean activities only.
Geographically, the top 4 markets covered in thidysaccounted for more than 75 %
of the region’s fuel sales. For confidentiality seas, the name of the companies as
well as the name of the countries have been disguBEST is the name of the focal
company on which our empirical material is predamnity based. BETTOL, SRD
and PESSAL are the three major competitors of BEfAT all together operate in the
countries that will be called Groveland, DiscolaRackland and Rapland. The sector,
as the Euromonitor reports (2002) outlined, is abearized by high concentration in
terms of players. Oil companies have, for some tisweight ways of boosting the
efficiency and profitability of their networks. Senal mergers and acquisitions have

consolidated the sector where players are becofeugr and stronger. Consolidation
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and concentration across the European region ha®ased the control of the
dominant companies. However, this has been erogédebexpansion of hypermarket
retailers into the service station market leadiagptessure on fuel margins. As a
result, this move has had a considerable impacthenoffer of service stations.
Indeed, the expansion of hypermarket retailers thi#® sector has undermined oll
companies’ efforts to protect their business aralléd the service stations to position
themselves regarding the benefits they want toroffeeir clients. Aggressive
competition has led to a shift in emphasis from rit@iling of fuels, where there is
little room for differentiation, to the provisiorf oomplementary services and an ever
more diverse range of non-fuel offers.

The growing importance of non-fuel offers has re=iiin a general increase in shop
size and a significant expansion in terms of thmgeaof goods on offer. The range is
no longer limited to motor accessories, cigarettesl a small selection of
confectionery as before. Today, motorists can expedind a car wash, a mini
supermarket, a restaurant and a whole host ofiadditfacilities on the petrol station
forecourt. Meanwhile, with the expansion of unmahrehains, a second set of
operators can be identified in terms of forecoestelopment. Increasingly, unmanned
site operators are targeting the price-sensitivéonst, who is attracted primarily by
cost rather than additional services. Slowly, themajors have developed a portfolio
of petrol retail concepts encompassing the vandeas mentioned above.

To understand the dynamic of the sector, belowoViple a short description of these
four oil majors that compete in a background ofugsitjions and within a market that
was in 2002 already a European one. In 2002, BE®Fated service stations in 10
Western European markets. With the largest sestet@on network in Discoland, the

group dominated the market. With its sites repriisgr86% of the Discoland service
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station network, sales through the company siteswatted for only 27% of retail fuel
sales in the country. Rationalization of the BE®Twork has seen the group lose sites
in Discoland in recent years affecting the grouplsare of the market, which
decreased from 28.3% to 27.0% in the 1995-200@@eAs BEST is the result of the
merger of two big operators, FUEL 1 and FUEL 2yats under a legal obligation to
sell some of its motorway service stations in ortlerincrease competition on
Discoland’s roads. The company’s main competitiorthe Discoland market came
from the supermarket retailers who, between thempunted for 55.5% of fuel sales.
In all other markets in Western Europe, BEST shams under 10% and was
strongest in Rockland, where it maintained its fpmsias fourth largest retailer with a
market share of close to 9%.

SRD is the most serious competitor of BEST. Witreéourts in 17 countries, it had
more service stations in Western European counthas any of its competitors
operating in the region and it was among the t@er8ice station operators in all but
four of these markets. In Groveland, SRD was tlersé-largest retailer as a result of
acquisitions and this despite the request of Gemgelantitrust authority that the
company should sell off some of its service staidn Rockland, SRD’s position has
been weakened over the years by a severe netwiarkakzation programme that saw
its number of stations fall by 19% in the perio®32000. The company’s position
fell from that of second largest retailer to thlesigest, with a drop in market share
from 17% to 14.7%. In addition to car washes arieeiotraditional offers, facilities
available at SRD service stations included carf rack and trailer hire. The company
operated its own SRD-branded shops at many ofoitscburts across Europe. In
addition to the normal range of convenience go&RD shops had patisseries and

delicatessen counters and other fresh produce. ¥Haweot all SRD shops were to be
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found on the petrol forecourts. The company had &smed alliances with local
retailers in various markets in order to broades rdnge of groceries on sale in its
forecourt shops.

Another, though less serious, competitor of BESBES TOL. Among the top three
in seven markets, BETTOL had a fuel retailing pnesein 10 Western European
counties. Its largest network was in the Rocklaratket, where the company’s chain
accounted for 16.2% of retail fuel sales, despitéealine in the number of sites.
Rationalization of the company’s networks in Diseal, Groveland and Rapland
impacted negatively on the company’s share of ticesatries’ markets. As a result
of acquisitions, BETTOL tripled the company’s shaféhe Groveland market, up to
21%, even after the sale of a range of outlet2002, BETTOL launched its new
retail concept, designed to meet the needs of mes® increasingly busy lives. The
sites, which included convenience stores with fregld and drinks and additional
Internet access, were to be opened at selected BETFites. The international launch
of BETTOL also included newly designed fuel dispgesand, on some sites the new
pumps incorporated high-speed payment options af&b\screens. It was estimated
that over 300 BETTOL new concept service statioesewo be opened during the
year of 2002.

As a final rival of BEST, PESSAL operated servitaiens in 11 Western European
markets. While the company was leader in only ohéhese markets, Rockland, it
enjoyed a significant presence in almost all of terkets where it operated service
stations, featuring among the top four retailerseuery market. In 2000, in the
Discoland service station market, PESSAL’s fuelesabutstripped those of both
BETTOL and SRD, who had previously held secondtaird places. The company’s

market share in Discoland was only one-fifth ot thiethe market leader, BEST.
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Based on this background knowledge, | started terview BEST managers to
explore its structure, the way it managed its ddifé networks in Europe, and in

particular, the way its marketing departments veeganized.

4.3. Introducing BEST

BEST is an oil company that is the result of selvesaccessive mergers. Its
headquarters are located in Discoland. Both upstraad downstream activities are
managed from this location. In our research, waiged on the management of the
forecourt networks belonging to the downstream sitivi called “Refinery and

Marketing”. The key organizing principle for thisoropany was the geography.
Europe was one major region in the world along#ide and the Americas. Fuel was
refined and marketed for each region in one or re¢éveountries. In the case of

Western Europe, three out of the four countriedistiihad refineries.

4.3.1.How was BEST organized to manage markets in 2002?

Discoland, Rockland, Rapland and Groveland wereomhanized according to the
same model, as shown in the following organizatichart (Figure 4.3.1). At a local
subsidiary level, the organization consolidatededes of departments which dealt
with the management of refineries, the transforamliusinesses of fuel into chemical
specialities (glues, plastic products, chemicdis,),ethe distribution of fuel to large
key accounts and finally the distribution netwot@wards motorists. The head of the
distribution network covered departments in chasfjthe development of new sites,
their maintenance, the setting of fuel prices apdrations. In order to optimize the
distribution of fuel to the stations, operationsrav@rganized by regions and were

supported by a marketing department.
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In the description of the cases that follow, | ¢aknior management” of BEST the
managers that lead the distribution networks as$ agethe managers above them that

are mainly country general managers, right up ¢0GEO of the company.

BEST: Organization of the distribution network in the countries in 2002

Distribution Network
Retail Director

Prices Marketing Operations Maintenance Development
Regions
Product District Audit
Manager managers
Direct
Shop advisers supervision of

10 to 15 stores

Shop manager
Shop assistant

Figure 4.3.1: BEST - Organization of the distribution network in the countries in 2002

4.3.1.1. The regional organization in the countries
Regional managers were staffed with district marag®M), who themselves
supervised the shop managers (SM) and their astEstat the very start of our
research, fuel was the dominant activity which axgd why fuel sales were at the
core of every meeting: at the regional level withtlae district managers, or at the
outlet level when the DM met the shop managers. él@r as mentioned earlier, the
question of margin required diversification aciest to be pushed. To assist the

regional manager, a product manager (PM) defineat wioducts should be displayed

114



Introducing the empirical setting

in the stores and at district level, a shop adviedped to implement the marketing
programmes, usually with a shop assistant.

In the early 1990s, the competition in the sectarame fiercer, under the pressure of
large retailing companies, and the increasing aumnagon of the fuel retailing
players. Cost reduction became the mantra to maimargins whilst, at the same
time, sales from diversification activities becamere important. This had an impact
on the role of the product managers as Phil, aoritdirector, explained to me:
“Product managers were put under the spotlight besa their task was to identify products that

would sell in the stores. Regional directors woulten negotiate the best prices with the suppliers”.

(Phil, Discoland, 2002)

However, it was becoming obvious that these negotis could be carried out at a

national level, should the product managers be tabteordinate their effort.

“After all, a Coke bottle in the North region is #h same as a Coke bottle in the South. Joint
negotiation should allow BEST to get much betternelitions with greater volume. .." (Mike, EMD,

2002)

Also, a dream of pan-European negotiations couldriertained at some point in the
future. This logic sounded right, particularly febiquitous product families such as

soft drinks.

“But as soon as one thinks of beer, a product faynivhere the consumption is very regional, one

imagines how difficult such a dialogue can be”. (Biretail director, Rapland, 2002)

The problem becomes even more obvious when it sameroduct families such as

food, music or even clothing.
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4.3.1.2. The marketing departments in the countries
At a country level, marketing departments took cafduel marketing. First, the
department managed the loyalty card scheme. Fasuooers, points were awarded
each time a motorist stopped at BEST to refuel, @odnotional prizes were offered
when a consumer reached a pre-determined numbaoifs. For professionals, the
loyalty card gave drivers all sorts of benefitsliling a system to recap and manage
travel expenses, bonuses and also delayed payensrg. t
TV advertising was a new responsibility of markgtaepartments. With the objective
of promoting BEST’s advantages, a series of TV cemumls were developed. The
quality of the fuel was an important benefit whieteded to be communicated. But an
important issue discussed in the early 2000s wasuld the TV copy be based on
product attributes such as the reduced quantitiead? Or, instead, should it give
additional reasons to the drivers to stop at BEB@?example, messages about the
quality of the coffee, or the cleanliness of thegshnd toilets could be communicated
instead.
“These are dimensions which are secondary to thenise management of the company,

predominantly engineers who are very proud of BESTupstream exploration, and hydrocarbon

research” (Lawrence, EMD, 2002).

Market research, which was the third key activifyntarketing departments, could
certainly provide arguments for this debate, shauldveys be directed at asking
drivers why they stopped at BEST's stations. Unifioately, the focus of regular
surveys, carried out every 6 months, was primahk measurement of satisfaction
factors directly linked to the filling and the pagnt of fuel. The key dimensions of
this satisfaction measurement tool were items siscthe friendliness of the staff, the

cleanliness of the forecourt surface, store ardtiietc.
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“When the issue about global differentiation staddo be a hot issue, competitors were integrated in
the survey, and surprising questions were added;hsas: “do you know what petrol station you are

in?” (Lawrence, EMD, 2002)

BEST managers discovered that many consumers, \askad, were unable to
correctly identify the banner where they had juspped to refuel. Consequently, a
major marketing program was developed to raise ewesms of differences between
petrol station banners, and above all,

“..to make sure that consumers have a preferencer f... BEST fuel and BEST petrol

stations”.(Lawrence, EMD, 2002)

Until 2002, the marketing department was only maally interested in the
diversification activities, apart from a car wagtatt could easily be added to the
loyalty schemes.

“Confectionary, food, beverages, and in some cougst tobacco and newspapers, were product
families which were managed at a local level. Thgsthe reason why the product managers were

located in regional offices and were working dithc with the Region Director and the District

Managers”. (Mike, EMD, 2002)

Because he thought that promotions could be cafegeli at a national level, the
ROCKLAND network director decided to locate a prdimo manager for the

diversification activities at headquarters. He canted on the effect of this new
organization:

“We can clearly see improvements in the relationthvisuppliers when promotions are negotiated
globally for all regions. We discuss larger volumesich is beneficial for both sides. To justify the

creation of a full-time position, the guy who wasmnarked for this position was given a special

project: to create a range of sandwiches under tBEST brand” (Christopher, Retail director

Rockland, 2002)
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Since the promotion manager could coordinate thes sectivation activities of every
supplier, he soon became very important in supplEgotiations which was seen
positively by everyone, as he added:

“Needless to say, the regional directors were neally happy to lose responsibility for negotiation
with suppliers, for good official reasons, and bahofficial reasons! While solving the coordination

with the suppliers, we created problems with theldi’; (Christopher, Retail director, Rockland,

2002)

4.3.2.The European Marketing Development department

The European level of BEST organization was creatgd after the merger of FUEL
1 and FUEL 2 in 2000. The specific initiatives whiwere crucial to the strategy were
coordinated in a centralised way: pricing, commatians, marketing development
(EMD), and security. EMD is an entity that was t¢eelain order to coordinate the
downstream marketing initiatives of the various rdoes, and homogenise the
network. For this specific task, a very limitedrteaf managers was formed. Its first
assignment was the management of a project callp®@&ng, which consisted in the
alignment of the two networks throughout Europeinitluded elements such as
creating the homogeneity of the banner, the totehexe the company’s name and the
fuel prices are displayed to motorists, as welinastore elements such as signage,
lighting, in-store information and furniture. Inhatr words, the Big Bang project for
EMD was primarily a matter of visual identity. Thpsoject was led by previous fuel
managers.

However, this entity, which was at the crossroaflsEorope, soon became the
department to which all sorts of reports were sipt.only were the fuel sales figures

analysed there, but also the business figurehéodiversification activities.
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“This focal point enabled the team to clearly idéiyt that fuel margins were decreasing throughout

Europe. But they were compensated by the diveratfan businesses (Howard, EMD, 2002).

To research the forecourt market on a cross counasys, EMD decided to run focus
groups in each country and quantify the key findinghe core objective of this
survey (internally called Sonica, 2002) was to tdgrpotential growth avenues. To
the team’s surprise, fuel was not the main driver ¥isiting stores. As the
diversification activities were at the core of ttesearch, the various dimensions of
diversification were explored in depth. They ina@ddhot and cold beverages,
tobacco, newspapers, food and more precisely, wariormats of food service
ranging from sandwiches to restaurants, electrib@ns, guides and maps, cosmetics,
clothing, etc. Suddenly, the potential of theséedént businesses became thrilling, as
Ulrich commented:

“I remember the day we discovered that motoristsuicbstop at BEST for all sorts of reasons but
refuelling; we thought that these businesses cotlalve great potential, but that they would need to
be managed, and not marginally, as a “non-somethiragtivity. Managers were needed to develop

these businesses and they could no longer be cdltemh-fuel managers”(Gordon, Retail director,

Groveland, 2002)

The consolidation of the various BEST businesseEurope made the company a
potential European leader. But BETTOL, SRD or PEE$Auld have claimed the

same according to different indicators, for instafwel sales, the number of outlets,
shop sales, etc. (Euromonitor, 2002). In order déothee motorists’ preferred petrol

station in Europe, BEST developed a program cal@NCEPT: the best in class
shops in each country would combine the best ottlmepany’s know-how under one
single shop banner. CONCEPT would then be rolledtoithe best shops in each

country. The assortment would include fuel but astarge range of items for car
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passengers in the shops, as well as car washtieilNext to the BEST name that
would stand for fuel, the name CONCEPT would begdbon the roof of the shop to
signal a distinct entity.

“Behind this strategy was the idea that one day taetivities could be separated. The shop brand

could be sold and the shops could be operated, mahy through alliances, by a pure retail

operator. (Lawrence, EMD, 2002)

While the BIG BANG project was awarded to the foghnagers of the marketing
department, the CONCEPT project was to be manageatidonon-fuel managers at
EMD level, in cooperation with the country affikst Within the EMD structure, one
senior manager would be in charge of the overaticept, one would lead the
relationship with international suppliers, anotkeuld supervise the logistic issues
and the information system, and finally, the lase avould take care of the food
activity.

This department worked as a functional entityditiged subsidiaries, providing them
with help and support to carry out their operatioits modus operandivould be
based on influence because there would be no brecaf links over and above the
country managers. Thus legitimacy and credibiligrevtheir key assets.

“A legitimate EMD manager is someone who can saykmows about petrol stations because he was
in the field before. But he can also have a strosgnse of leadership and have been exposed to
important projects in the past. It is also goodhé has had international experience, if he knowseth

most advance management methods, and of course &eds to speak good English.” (Howard,

EMD, 2002)

When EMD managers work on projects with the coustiigsidiaries, two different
attitudes can be noticed. The dominant one is pesitive and welcoming. When

EMD managers are experienced, affiliates see tiportymity of learning with and
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from them. For instance, they see the benefitshafisg views on the European
strategy. This is usually the case in the smalldrswliaries which have limited

resources and enjoy extra help from the centrat@fBut an attitude of distrust can
also be noticed. This is the case when EMD is a&aténg with the large countries
whose local expertise is strong. These “big buse€sdo not like any initiative

which could augur any centralisation. In particular

“They don’t see favourably the creation of a glob@ONCEPT or the idea that someone else could
manage a central relationship with the suppliersha@y feel that they would lose their autonomy.
Somehow, they always see what is specific to theiwork, but | admit that they can also see what
they have in common with the other countries. Thalét Invented Here syndrome”, you know ...

Negotiations are a very sensitive matter. Our locslippliers do not like their international

counterparts. Nor do we” (Phil, Retail director, Btoland, 2002)

4.3.3.BEST to be the recognized European leader

After a positive 2001 financial year, the CEO ot thompany addressed all the
employees and gave them the key orientations fO2 2ihd the forthcoming years.
The upstream director presented the new fuel fmlospects which looked very
exciting, as did the head of the industrial diusiwith the presentation of new
technologies and processes. The head of refinedtynaarketing started his address
with one wish:

“...to make BEST the recognized leader in Europ@fanscript of the address to the employees, Jan

2002)

After the merger of two oil businesses which re=iilin the creation of BEST, the
combined networks made the company the Europealedea terms of number of

stations in the network. Nonetheless, consumersndidperceive it that way. The
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challenge for the company was to make this faclet under a unified brand, which
it thought was the way consumers would become awoftieis leadership. Initiatives

directed at motorists were seen as central:

“The customer is the core of our process. The camp has 1 million customers everyday in its
stores. These customers have cars and their atéttmwards their vehicles has changed : the design
of cars is continuously evolving (e.g. coupes, dalets, replicas), the comfort of the cars has exed
(e.g. air conditioning, wood panelling ), the 4- whl drive car segment has had a huge increase
(400% in ten years — 1990-2000), the number of deagarriers has multiplied by 20, and these are
just a few examples of major changes.” (Andrew, Heaf Refinery and Marketing, Address to

employees, Jan 2002)

But the diversification activities were also mentd as an integral part of the

challenge:

“... Apart from this analysis, many other factors aidentified which require an evolution in the way
petrol stations are run ... For the customers who i short distances, proximity is important.
Opening hours need to be long: from early in the ming to late at night including weekends. A top-

up purchasing offer should be available in food ¢ereadymade dishes, pizzas) beverages (e.g. beer,
wine, water, sodas.), impulse products (e.g. cotiferry, snacks), and car security spare parts (e.g
bulbs, windscreen wipers, brake pads , tyres).” dew, Head of Refinery and Marketing, Address

to employees, Jan 2002)

And the contribution of non-fuel activities was loager seen as a marginal business:

“

. The margin of the shops compensates for the litezin the fuel margin . Its contribution within
the business is becoming increasingly strongerwhs 27% this year and we anticipate it will be 34%
in 2010 ... In 2001, the average share value of thesgivities was broken down as follows: shop
60%, restaurant 14%, carwash 19%, car maintenanc®.7 (Andrew, Head of Refinery and

Marketing, Address to employees, Jan 2002)

As a result, the mission of the refinery and fuelsdion had partly changed :
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“Because of this, we are now becoming retailers atiterefore need to develop this culture and
expertise within our teams.” (Andrew, Head of Reéiry and Marketing, Address to employees, Jan

2002)

4.4. Enhancing a retail culture through category management

This last section of the introductory chapter te #mpirical setting introduces the
reasons why BEST became interested in category geament. Following the address
of the Head of refinery and marketing, Mike, whoswa charge of relations with
suppliers at a European level, volunteered to egplihe potential of category
management, a method presented as an advancedamardgechnology within the
retail sector. Through talks and reading profesdiogports, Mike got the idea that he
should attend a training course given by one ofntlagor consulting firms in the area
called DELTA. Together with three other colleaguesdecided to attend one of these
training seminars in the USA. On his way back, feedback to the EMD team was
both enthusiastic and rather puzzling:

“The method makes sense to us but it will need &ofdresented in a systematic way to all the network

directors if we want to get the benefits from it.gwrence quoting Mike, EMD, 2002)

When | asked Mike to tell me more about what hernled about category
management, he gave me a recent IGD report callatkfjory Management, the road
well travelled”, as well as a short Powerpoint praation of a Coca Cola study which
integrates data he had loaded on to an Excel sgiteatl The material he handed me
was fairly standard. It was very much like the matel had seen previously from

other FMCG manufacturers or from large supermanddgilers.
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In the words of the IGD institute (2002), categomanagement is the “...strategic
management of product groups through trade pattipe;swhich aims at maximising
sales and profits by satisfying consumer needsd’ titshell, category management is
about writing and implementing business plans &ppio a whole category of product
rather than to a brand, as a brand manager would do

Some assumptions are essential to this approasbkekis to integrate both consumers
and shoppers’ expectations to justify a marketimggmamme. It defines product
categories as strategic business units, whichdecthe idea that the management of a
business is not just the business of marketing lpeloyt rather of a multi-functional
team. It takes a supply chain perspective and filwereecommends that suppliers and
retailers should collaborate to develop joint bassplans. Finally, it suggests that
projects can be a powerful springboard to enharmding partnerships. Like any
business plan, category management seeks to daifisiaess goals. They form the
basis for a shared, collaborative partnership puogne.

The term category management, IGD (2002) suggests first coined by Marketing
Insight in Australia in the early 1990s. But thegass became famous with the 8-step
formulation of the Partnering Group. Companies sashProcter & Gamble and
Walmart, certainly contributed to its expansion whshowcasing their outstanding
business results which were attributed to the implatation of this so called
“management innovation”.

The institutionalisation of category managementaliso notable. In the wake of
interest in supply chains and process-based org@mis, category management
carved itself a high profile within the Efficieno@sumer Response (ECR) movement.
In Europe, ECR was established in 1994 and inveatiare reported, again involving

Procter &Gamble, as well as large retailers suchesso and Carrefour.

124



Introducing the empirical setting

As a way of proving their managerial innovativendsxh manufacturers and retailers
entered into a race claiming to be first in impletngg this approach, being first to
implement it in one specific market or channel, &ndlly being first in one specific
kind of technique such as a joint merchandising plaassortment optimization. The
issue, it seems, was to prove some sort of innmvdgadership on top of market
leadership.

“We need be the first to claim the use of Categdhanagement in the fuel retail sector. This will

prove to our senior management that we are deveigpa retail culture. It then will be a must to

show them the big numbers” (Mike, EMD, 2002)

Arguing for the benefits of category managemenkeMitressed that the method was
expected to result in valuable recommendationsatiion. Projects should be run,
based on superior expertise of consumers and stwppiey should deliver a
contribution to profitable growth in a category BEST, higher than that of other
players. Category management should lead to thabledtment of a privileged
relationship with a counterpart team at a sup@i@peration to deliver incremental

sales and profit.

4.5. Conclusions

This chapter has focused on how BEST, within a atitipe fuel retail market, grew
in the late 1990s through acquisition to achievEuaopean leadership position in
terms of number of shops. Its organization waselgrglesigned to manage the fuel
distribution in the regions of every country whédrevas present. The need to align the
network from the newly acquired company with thBB&ST led to the creation of a

European entity called EMD. Being in charge of imgitthe networks, this entity
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carried out market research and discovered thabnmstds would possibly stop at
stations for reasons independent of fuel refill.eThhop has therefore gained
importance to the point that the CEO of the compaisjhed to drive the retail culture
of the company further. Category management wasep&d as a method that could
help develop the retail culture of BEST. Mike, frothe European Marketing
Development department (EMD) is the marketing manag charge of exploring the
potential of category management. The idea of implgting category management at
BEST inevitably raised a lot of criticism. From dany 2002 to June 2006, marketing
departments at BEST were in constant turmoil ardsttene of many controversies.

This chapter ends the part | of this research.

| now would like to follow the way five controvees impacted on a number of
markets, as defined by the managers. Each of thestoversies constitutes an
attempt to shape a particular market constituemd,farm an embedded case within a
larger case. They will be introduced to the readehe following empirical chapters
that build up the part Il of this study.

Our first case (chapter 5) follows the discussionuad the appropriateness of
category management as a managerial tool withinopulption of marketing
managers. It focuses on how BEST was organiseddress its markets and how the
job of category managers emerged within the foetiler. Case 2 (chapter 6) reports
the changes that occurred in the relationship EEtWBEST and its suppliers. It
follows the ways some suppliers were progressivglglified to become preferred
suppliers. Case 3 (chapter 7) is about yearly nagms. It studies category reviews,
this specific moment where product markets are ethaiprough the many attempts of

suppliers to favour one particular version of tharket outline and what needs to be
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done to boost category sales. It deals specificaithi the Non-Alcoholic Beverages
(NABs) business. It also explores the ways marigebndgets are requested by BEST
to improve its margin.

Case 4 (chapter 8) is centred on issues relatdetavays the shop network was
clustered to ease the deployment of new concepitsalso the standardization of
category managers’ operations. It revisits thedssiudefining what a service station
is. Finally, case 5 (chapter 9) focuses on perfomaananagement and judgments on
what is performing well and what is not. Needlesssay, all these questions are
interlinked and form a larger case about the slgppirmarket constituents, which will

be analysed in detail in the third part of thisssh in chapter 10.
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Chapter 5. Organizing to manage markets

5.1. Introduction

After Andrew's address to the employees requestiegh to help make BEST the
preferred petrol station of European motorists, aftdr stressing the importance of
developing a retail culture, Mike was able to cowe the board that category
management was an option to explore. By the enthoflary 2002, the decision was
made that two sessions would be organized to infthen affiliates’ retail and
operations directors on the potential of categognagement. It was decided that
another meeting would be held after the two sesspdenned in February to officially
decide whether or not category management woulthpkemented.

This chapter explores how the assimilation of ahoet category management,
impacted on the job of product managers as wethasorganizational chart of the
company. It describes the mutual accommodation etetb make category
management and product managers adjust to each dthe chapter first explains
how the idea of category management was introdat8EST. Secondly, it shows
how the role of category managers was assessed rnefipect to the existing
organization. And finally, it explains how categananagement was put into practice

and how it worked on a specific project.
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5.2. Discussing the opportunity of Category Management

As planned, two one-day sessions were organizedruheé leadership of the BEST

training manager, together with Mike. | had the ajnity of meeting a number of

managers in the preparation stage, and also tofberied on the state of the fuel

industry. The objectives of the information sessiawere clear: a) to present the
typical structure of category management with isteps; b) to illustrate this process
with one case from the retail industry; c) to oplee discussion to identify the pros
and cons of the method. These elements of dismussere written on a board,

concluded by Mike and sent as minutes to the 2dgaeés who had taken part in the 2
meetings.

At the first session, the interest in the method wamediate because

"It nicely packages many of the existing ways ofidg which so far had not been integrated in a

formal way." (Paul C, Rockland, minutes of the Infmation sessions on CM, Feb. 2002)
The heads of the two networks confirmed this pointiew. In fact, they wondered if
the approach should not be relabelled marketing.

"This is marketing, this is simply marketing applieto retail, and this is what we've all done so 'far

(Nick, Groveland, minutes of the Information sessi® on CM, Feb. 2002)
One possible answer came from Uwe, opening the tldaaemployability was an
important dimension:

"...it seems that the job is called like this in marmgpmpanies. If we want to be able to recruit, we
need to have jobs aligned with the way they areelddd by the leaders" (Uwe, Rapland, minutes of

the Information sessions on CM, Feb. 2002)

The discussion on the employment issues soon became intense. In some

countries, the managers were looking to recruitdgpeople with a retail profile and
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the denomination of the job was important for théBut in other countries, and
because BEST was in the throes of merging twoljusinesses, the requirement was
rather to reduce the headcount, as Stan reminéealitience:

"We will have to rationalize our networks. It coulde important in some countries to train the people
that we are going to lay off, so that they can fimadjob in a different distribution network, with §ob

which is "readable" by the market" (Stan, Discolandninutes of the Information sessions on CM,

Feb. 2002)

The discussion continued by trying to define whiaénomination was the most
appropriate to describe the job of those who matiageetail activity. Should they be

called “product managers”, “marketing managers

‘category managers:

"...if the idea is to facilitate the employment of ouyeople, there are more transfers to expect
towards traditional marketing departments, so letieep the name "product manager" (Stan,

Discoland, minutes of the Information sessions otMCFeb. 2002

It became clearer that the job of a product managgin BEST was more related to

the stores and the merchandising of goods thaastwith product development or the
kind of activities performed by marketing peopldehin the supplier teams. So, even
if the process described during the informativentre sessions was "just marketing",
it was a specific kind of marketing that one coalily envisage within the retailer

structures because it included a downstream dirmenselling the goods at the point
of purchase and an upstream dimension, procur@@ribducts from suppliers.

"So what do we call a job that combines selling apdrchasing?" (Alan, Groveland, minutes of the

Information sessions on CM, Feb. 2002)

In this population of network directors, the dissioss were not so much triggered by

the processes of category management. Insteadoripnizational issues were

131



Organizing to manage markets

paramount in their minds with different overlappipgints of interest. Stan or Paul,
for example, were concerned by the practical asp®¢ho should do the job?
"Who do you see in that job? | personally think @hy product managers, but | don't see how the

future category managers will have the time to tedith suppliers, and also to be in the field with

the store advisers." (Stan, Groveland, minutes bétinformation sessions on CM, Feb. 2002)

"We already have some guys working at the head a#fi They coordinate the discussions with the
suppliers, they are developing the promotions, wingt give them one more hat, the design of the
planograms, and it will do the trick." (Paul, Rockhd, minutes of the Information sessions on CM,

Feb. 2002)

The outline of the activities combined under oneupation, as the minutes showed,
was a central question. Category management, megereshuffles existing activities
but it relocates them, under one role, and alsmmsite:

"All category managers will have to be moved to thead office” (Nick, Rapland, minutes of the

Information sessions on CM, Feb. 2002)

"For me, they will have to stay for sometime in thregions, because | don't want trouble with the
regional directors, we have enough to do merging thetworks of FUEL | and FUEL 2" (Stan,
Groveland, - and in a similar vein, Nick, Raplandmninutes of the Information sessions on CM, Feb.

2002)

The following diagram (figure 5.2.1) illustratesete two subsequent movements. The

job content of the purchasing and product managers grouped prior (indicated as
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1 in the diagram) to being moved to the headquarterder the denomination

“category manager” (indicated as 2 in the diagram).

BEST organization in 2002 : grouping marketing and purchasing

BEST | Retail director |

| Operations director | | Marketing director | 9 Other
N - . support
LrPurchasing assistant | > Advertising Moving the future functions
oot Category Management
________ | —  Fuel promotion to the headquarter
— Regional directors :
Grouping purchasing and product marketing
t Cost Controller 0
IProduct Manager
Support for
diversification
business
Shop
I District Managers Supervision
Shop Manager
Shop Assistant
—» District Managers

—> District Managers

: | B
i = Logistic director

Figure 5.2.1: BEST retail organization in 2002

The kind of questions raised during these discussghowed that the management
agreed with the ideas in principle. The cases whigre presented during the
information / training sessions (see IGD and ECRopge) made it clear that retailing
organizations were converging on the idea thatethermore to gain by creating
proximity between purchasing and marketing, rathan between marketing and field
operations. The presentation also reinforced theelasions in the articles they had

had previously been exposed to in professional ziags. It was also:
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“...in line with discussions they could have had ttvicompetitors like BETTOL, particularly in
ROCKLAND, where this kind of organization had jusieen implemented” (Personal field notes Feb

2002)

But one striking dimension was the absence of &udson on how category
management can contribute to profitable growthteld, the discussions that were
taking place were centred on structural rationtibma After all, this was also
consistent with the concerns of a post-merger paadewith the Euromonitor reports.
A few, more junior managers and more involved irragions, stressed this point:
"Category Management is a way marketers have foufcbeing more directive over stores. We are in

a phase of centralisation and integration. Power m®w in the hands of the up-stream managers

"(Nick, Discoland, minutes of the Information sessins on CM, Feb. 2002)

The reaction of two delegates was immediate, pyillive discussion back to business
strategy:
"If the shops have to be central in our strategys & understand they should be, we have to act as

retailers, and we will implement those methods thestlp us to be more professional" (Mike, EMD,

minutes of the Information sessions on CM, Feb. 200

And those delegates who were up against BETTOLaokRnd knew that category
management was not just a new way of packagingxtsting marketing activities

"Category Management is not a gimmick, it has to mplemented in its purest form. We have to
stick to real CM otherwise we will just implementemthandising and work out assortments just a bit

differently, but we will never get the full benefif the approach "(Paul, Rockland, minutes of the

Information sessions on CM, Feb. 2002)

When the delegates left the one-day sessions,ubstign was no longer "should we
or should we not implement category managemertt@ag rather: "how are we going

to do it?". The issue had much more to do with oizgtion, with changes in work
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contracts, including the outline of the missiore thcation of the job, and the salary.
It was anticipated that product managers, for examyould probably agree to

change roles but would be unsure on how the jobdvioe graded.

5.3. Creating the role of Category Manager

As initially planned, a restricted committee, catigig of retail directors, met at the
headquarters at the end of February 2002 to makina decision on the
implementation of category management. This meetwag called an “organizing
meeting”. It is referred to in the various quotas“arganizing meeting Feb 2002”.
Two weeks after the information / training sessjoitswas clear that category
management would be an interesting way to go. # seen as a combination of many
tasks factors known to everyone. And it was nowtestaopenly that the
implementation of this approach would help two daes rationalize their
organizations, namely Discoland and Rapland. FockRad, the employability
argument was dominant. And, for Groveland, the rnegorofessionalize the team of

product managers was key.

5.3.1.Who will be a Category Manager and for what reason?

The idea that the future Category Managers (CM) lvdoe the previous Product
Managers (PM) was obvious to everyone until it vessed with the PMs themselves.
In this meeting, the retail directors shared wiktkeit counterparts the comments
verbatimof the PMs they could interview about the ided®toming a CM.

PMs had no clear vision of what the evolution womlelan in Discoland or Rapland.
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"My career prospect within BEST is to move to a @@ontroller position because this is the surest
way to become a district manager" (Ben, Product Mager interviewed by the retail director of

Discoland, Organizing Meeting Feb. 2002)

But the change made sense for the target populati®ockland and Groveland. The
denomination Category Manager was known to everyoitee representations
attached to it were that of a purchaser with arckad mission.

"This job is a big job. It is much more interestindo become Category Manager than Cost
Controller, the future is in the offices at headquars, and it is probably much better paid"

(Jennifer, Product Manager interviewed by the retairector of Rockland, Organizing Meeting Feb.

2002).

The terms of reference in these two situations werg different. One was based on
the classic career track, and it suggested thainéve position would need to be
presented in a favourable way to attract produatagars. The other stressed that a
job title could be strongly connoted with an exigtiposition in other retailing firms,
the prototype being large retailers.

"If our future CMs compare their job with Tesco o€arrefour, and if we want to give them a similar

mission, we will need to define a very differentofite for that kind of job". (Paul, Rockland,

Interview, Organizing Meeting Feb. 2002)

It was left to the European coordinator to concltite discussion, using a diagram

exposed in figure 5.3.1.

"We will have to grade the job in our BEST system/e have two options. Either we appoint rather
junior managers and we can be consistent with owrrient situation. Or we appoint managers with a
degree of seniority, because they will have to tdikectly to the Key Account Managers of suppliers,
they will have to be able to impose their viewstbe regional directors and field managers, and we

want them to succeed in their mission” (Mike, EMIhterview 2002)
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Grading the CM occupation

BEST | Retail director (Grade 4) |
| |
Operations director Marketing director Other
(Grade 5) (Grade 5) support : LARGE
]_' . i . Advertisin functions : RETAILERS
Purchasing / promotion assistant |_, 9 :
(Grade 8) Fuel promotion
—
H e e e = 1 Category :
: J Regional directors | Squage:‘_f i MARKETING
H B enior profile H
L(Grade®) | Grad: pel ! F[);g:;
—t Cost Controller (Grade 8) SUPPLIERS
| Product Manager (Grade 9) | :
L

Support for
diversification
business

e

recruitment recruitment

" :
Inside ? Outside
T~ :

—> District Managers < ﬁategory COLLEGE
Grade 7 anagers | ¢—
(Grade 7) Junior Profile i STUDENTS
> District Managers Grade 72 :

Supervision Shop
- 5
Shop Manager
(Grade 9)
Shop Assistant
(Grade 9.9)

— District Managers

Figure 5.3.1: Two options when grading the job ofategory management

Inevitably, the consequence was to be a finanai@. &o long as the post merger
rationalization was raging, the payroll wouldn'tibereased.

"How many Category Managers do our competitors (BE®DL) have in their organization? How

many categories do they manage? How are they stmerd?" (Paul, Rockland, Interview 2002)

What appeared at first to be the implementatiora ahanagerial methodology to
improve business performance was in fact, a majgarozational change that the
network directors suddenly were not prepared te.fac

"If we take the same people and get them to worlkfatiently, this is fine. We also need efficient
organisations in the management of the shop operas. But don't create a mess, we have enough to
do with the standardization of security proceduremt to speak about BIG BANG and other projects

coming from our big bosses. And don't forget theg# issues with collective agreements. (Phil,

Retail Director, Discoland, Interview 2002)
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The implicit logic was becoming clearer. If we garomote some of the PMs, in a
limited number though, we would cap the salarys.0dte could possibly increase the
salaries of those being promoted, and this wodlnvato group various jobs under
one role, with more consistency, and probably nedfieiency.

Once this organizational move could be acceptech faorationalization perspective,
another dimension needed to be included in theudson. This was the human

resources (HR) dimension.

5.3.2.Grading the job of Category Managers

BEST, as a multinational company, uses a gradistesy to classify jobs, based on
Hay's international grading system, though differen the denomination of the

grades. An occupation requires the implementatibknow-how (competence), to

solve problems (creative initiative) in order tach final results (goals). Whatever the
function, all jobs are rated on a point system gisthese three dimensions
(competence, creative initiative and goals) by\adwation committee that consists of
an HR expert in the evaluation method, togetheh wiianagers who belong to the
same division but from different countries. Aftesalissions, a job is given a number
of points which result in a grade for the occupatibor management positions, the
scale starts at 9.9 for a junior role and rised tlor a very senior executive. For
marketing jobs, the classification is indicatedigure 5.3.2. below.

To decide which grade should be given to the CMseres of comparisons were
discussed. Figure 5.3.1 highlight the various omidf the CMs do the same job as
PMs, with the addition of a merchandising functemd an extra responsibility for

purchasing, the job should be rated above Prodaatager (graded 9 in figure 5.3.2),
and at the same level as the Purchasing / promasisistant (graded 8 in figure 5.3.2)

in the motorway network in Discoland.
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In Rockland, the staff envisaged to take on thisitmm have an age /experience ratio
which makes it impossible to grade the job belowtiit Manager (graded 7 in figure
5.3.2). If, finally we consider how this job is ded on the labour market at say,
Tesco or Carrefour or even BETTOL, one should pldocen a par with regional
director (graded 6 in figure 5.3.2) and this wasoirceivable at BEST. Product
managers had long been working under the supenvidithe regional directors, they
could therefore not be graded above them. MikeStipa on this issue was clear
enough:

“Those people who take on a new job in a role thatnew to us, and with the responsibility of

managing a margin that should compensate the deelinf the fuel margin, have to be senior

managers. (Mike, EMD, Organization meeting, Feb Z)0

BEST internal classification scheme

BEST COMPANY: JOB CLASSIFICATION

Grade Description of the position
Operational field Marketing activities
9.9 Assistant Shop Manager
9 Shop Manager Product Manager
Shop Adviser

8 Cost Controllerin regions Promotion assistant
- District Manager Category Manager? Junior Option
6 Regional director Category Manager? Senior Option

Network operational director Head of marketing (fuel activities)
5 Diversification activities director Head of CRS (shop activities)

Country director with no production

4 Retail director in a large country

Country Director of a large country with production (refinery)

3
2 Worldwide head of a division
1 CEO

Figure 5.3.2: BEST Internal classification scheme
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Obviously, to weigh this job, managers had to discuhe magnitude of the
responsibilities to be given to category managéisis question bore a direct
relationship to the grouping of product familiesldheir weight in the business. Using
the Profit & Loss Account of a petrol station the had in his fact book, Nick
(Rapland, organization meeting, Feb 2002) suggested

“Let's use the current product nomenclature to sitlee businesses. Apart from fuel, we track the

Food business, the Non-Food, the Food Service ahd Car Wash. So we need 5 to 6 category

managers.”

But on closer inspection, the food category inctudmnfectionery, sandwiches,
beverages, fresh products and a small offer ofalyg. The Non-Food included items
as diverse as tobacco, telephone cards, newspapensagazines, maps and a small
offer of hygiene and cosmetic products. In pringjpt could also include car spare
parts. Food service is the management of smakuestt units, and it may not work
with the management rules for packaged items. Astly, car wash is a very distinct
activity with a major investment component.

The existing nomenclature was certainly a classion that needed to be taken into
account because the reporting system was basetd ®herefore, the breakdown of
the products into accountable categories was neinagle as it appeared. After long
discussion about the organizing factors and prlasipa brief list of factors was
finally agreed upon: the size of the business mseof turnover, the number of
suppliers and their maturity - an internationainfisuch as Procter & Gamble, it was
assumed, would be easier to work with than a sragibnal firm - and the number of
items in the assortment.

Food service and car wash were defined as diffdrasinesses, and were assigned

one manager each - Restaurant and Car Wash mamagectively. This apparently
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obvious idea to most of the retail directors attegdhe organization meeting, was
disputed by Chris who was looking for more consisyein the global job description.
For him, all businesses deserved a similar coraiider and therefore should be
labelled category manager irrespective of the tfgaroduct or service family:

“I don't understand why we couldn't have a fuel cagory manager, a food service category manager,
a car wash category manager and finally a seriescategory managers for the other businesses. At

least the system would be consistent across thedidéChris, Discoland, Organizing Meeting Feb

2002)

The term category manager was finally discardedttier Restaurant and Car Wash
businesses. Patrick’s intervention argued forfihed decision:

"The technical dimension is very important. Whendhe people think about the development of their
entity, the investment dimension is key and the@lations with the technical department are very

intense. We need people with a different profiledamore field seniority." (Christopher, Rockland,

Retail director and previous district manager, Ongiaing Meeting Feb 2002)

The label "category manager" was eventually keptetecribe those who worked with
packaged goods. After analysing the various prodarctlies with the help of the
above mentioned dimensions, it seemed that thetgdwae the need for managers to
cover a) in the food sector: beverages, confeatigrsandwiches and fresh food, other
grocery items; b) in the non food sector, tobactthbse countries where it applied,
and the rest of non food including car spare partkmagazines.

In other words, there would be the need for sevaegory managers, given the
intention of carving out roles with equivalent lev@f responsibility. Based on this
idea, the grade of the job was provisionally ass$s be 7, the equivalent of a cost

controller or a promotions assistant.
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At the end of the meeting, everyone was apparéwippy with this conclusion though
not without acknowledging some limitations. FiBMs would read the new job as a
promotion, but future CMs would be on a lower grétuen the regional directors with
whom they would have to work directly. SecondlyitHevel in the grading system
would create a huge salary gap with people whaltkdsame job in other companies
but were much better paid. Thirdly, the job whit¢togld prove attractive for young
graduates would be slightly underpaid, in two dutooir countries, in comparison to
the average salary these graduates could get inaketmg position in other
companies. And the chair concluded:

“Let's put the whole thing on hold and sit on it foa while . We will put the subject on the agenda

again for our next monthly meeting” (Mike, EMD, Orgnization meeting, Feb 2002)

5.3.3.Defining who category managers should report to

At the end of March 2002, a further organizing nmegtvas set up to finalize the
discussions about the grading of category managées.global impression was that
the idea raised in February could be made conchetew aspects still deserved some

attention, “...if we are to meet a final decision the implementation of category
managers within our organization,” - one of the tdbators stressed - “we have to
define who the category managers will report to.”

The head of the networks in one country had to rsigee an operation manager as
well as the technical services including price,amgon and maintenance. Though the
shop business was essential to the achievemenis ah#rgin, it was not properly
delineated either in the business statistics dh@&organizational chart. So far, this
business was aggregated in the sales figures ofetfienal directors. All network

directors very quickly felt that they would needgecific entity to manage the shop

business under their direct control. An initial angzation was sketched on a paper
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board during the Organizing meeting of March 200y agreed that one department
would need to be created to supervise all the stotigities that included Car wash,
Restaurant and Shop (CRS). This would mean thabgseation managers would
become responsible of the execution of strategiiset] in the CRS department. The
retail directors present at the meeting quicklyarmstbod that the fuel business would
always be separate from the rest of the actividied this would justify keeping a
separate marketing department for the fuel busirtéswever, car wash, restaurants
and packaged goods could be managed within theeDiRtS.

Although the idea generated enthusiasm from theor&tdirectors it was too early,
the delegates discovered, to finalize the new orgéon. The future category
managers would need to be approached as well ast@tCRS directors. At least a
model of the new organization was now becomingreleaigure 5.3.3 shows the

organizational chart that was designed in this M&@02 organizing meeting.

Creating A CRS department for the shop business

BEST | Retail director |

Operations director | CRS director Marketing director Other
Shop business Fuel Business support
. functions
_________ Advertising
——1 car wash Manager | i
R o o o o o o Fuel promotion
|- ———— =
I_Restaurant Manager | e
| IS =
L Category Managers | SUPPLIERS

Category business : P
responsibility H

Cost Controller

Shop Goods
_— H delivery
> District Managers — > | shop Manager
Glotal business Shop Assistant
ibility
—> District Managers

— District Managers i [ A
|T == Goods delivery i i DISTRIBUTORS i
e LLO_gIEtIE lre_ctgr h H i (logistic) :
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Figure 5.3.3: Creation of a CRS department

The future managers would have to be identified September, be involved in
projects to expose them to their new functions, @aded within a new organizational
structure by January 2003. In the meantime, thegé&uexercise would confirm

whether or not the new structure could be impleeent

5.4. Experimenting with Category Management

The European marketing department that is resplen$ds developing new store
concepts had in mind that a new generation of star@uld be needed to unify the
networks resulting from the merger of FUEL 1 andBELR. An international project,
called CONCEPT, was about to start later in thengpit was recommended that the
Product Managers were sounded about how the mowatégory management could
demonstrate what could be achieved within this exintWhile the marketers were
working together with a design agency and the teahrnlepartment, it was decided
that the product managers would work on the pradtate offered in the stores. In
each network, throughout Europe, the Product MamsageM) / future Category
Managers were offered to work on the project onaat pime basis, under the
leadership of Mike from the European Marketing Depment department (EMD).
The team of product managers that were identifidoecome category managers were
selected across the countries and product catsgand were immediately called
category managers (CM) by Mike. As an addition heirt everyday tasks, the
contribution to this project would give them a sgioard for future promotion to the

job of category manager. In the data presented egabbwalso call them category
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managers (CM), though they were still not offigfdthbelled as such at that moment

in time. The team that was designed to work wittkéivas the following:

Countries
Category Managers |Category Rockland Groveland Rapland Di  scoland
1 Fresh Food| Chris Steven Uwe Susie
2 Beverages | Jeniffer Jef Anna Joe
3 Dry food Kate Annelise Andre Ben
4 Non Food Geof Frank Barbara Maurice
5 Tobacco Peter - Jorg -

Figure 5.4.1: Concept Category managers' team

The CMs were very enthusiastic and were invitedato international meeting

organized by Mike in June 2002. During this meetidigke presented them with the
potential store concepts - at this stage, two qaiscevere still envisaged - and the
objectives assigned to the CMs.

"We have to contribute to the 15% expected Retum@®@apital Employed for the new concept thanks

to our assortment and superior in-store marketing/e will use this opportunity to demonstrate what

category management can do" (Mike, EMD, Category magement meeting, June 2002)

The category management method was then presesitedstep by step process. An
Excel spreadsheet was distributed as a templatelliect all the relevant information

in a standardized way. Mike had in mind that he Mdilke to consolidate the data at
European level. A timetable was established anegoay management meetings were
scheduled on a monthly basis, as shown in figu4e25The agenda for each work

session included a review of the work achievedheanalysis of each category.
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| CONCEPT PROJECT
2002-2003
JUN | JuL | AuG | SepT | ocT | Nov | DEC | JAN | FEB MAR APR MAY
DIAGNOSIS PHASE
MKT
ANALYSIS
CAT
OUTLINE ASSORTMENT PROMO
RECOMMENDATION PHASE DIAG & TEST
RECO STORE RESULTS

Figure 5.4.2: Concept Project Work plan for the Caégory Managers

Mike planned to gather the CMs at headquartersrgaroze the CONCEPT project
meetings. Most of them had learned English at dchoblanguage was still an issue
for some of them. Their lack of fluency in Englisteated some difficulties for those
who were being exposed to meetings with foreign agars for the first time. They
felt that their ability to interact and express rniselves assertively was greatly
reduced. The dimension given to the project theyewavolved in was certainly
generating positive - the exposure to professiofral® other countries - as well as
negative effects - difficulty of interacting andrpeipating in the process.

The first prototype store was expected to be ftélurbished by March 2003 with an
official opening to be attended by senior managenidre results were expected to be
analysed two months later, with the decision td ool the concept to 20% of the
network scheduled for the second semester of 2@0®uld the results still be

positive, the full roll out would be scheduled &004.

5.4.1.Market analysis

Before the following meeting, at the end of Aug@602, Mike visited the various

entities throughout Europe to make sure that tlreqes was clear to everyone. His
intention was to help managers analyse the datalthé collected. When touring the
countries, Mike was astonished to see how little been accomplished. Jef, Maurice

and Barbara’'s comments illustrate what the reakorhis were:
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"We are in the field all the time and we have busigs to achieve. The summer season is a peak time
on all the motorways in Europe, and the beveragéegpry can't miss sales in this period. If a tenant
calls us, we rush to assist him" (Jef, category nayer, Groveland, Category management meeting,

Aug 2002)

"It takes hours to download the data from our sysate You have to send a request to the database
manager, wait for a day or two, and then, thereaisvays something wrong: this product is still ingh
listing but was discontinued months ago, etc. Wevado purify the database; otherwise, we will have
no consistent basis for our analysis. The syster®Is for a limited number of requests, on a monthly
basis. But now we are reaching the limit." (Mauricecategory manager, Discoland, Category

management meeting, Aug 2002)

"The only relevant market information that | can fid is based on professional magazines. There is
no way that | can cross check this information wittiny supplier data. | don't understand how we
can make a gap analysis." (Barbara, Category ManagRapland, Category management meeting,

Aug 2002)

Most of the CMs had not been exposed to the neaddtyse markets because in their
existing job as product managers, the core of the@sion was to help stores with
space management. In principle they should heldéntify which products were the
best suited for one specific shop but in realitythim the existing organization,
products were selected by the shop managers fremliolesaler catalogue, who also
decided what promotions were required. If the PN wlase to them at the moment of
their selection, they would seek advice. For maifferent though good reasons, it
was clear that the next meeting with all the CMs waing to be a disaster, if the
agenda stuck solely to the analysis of categohtéee therefore decided to focus on

the identification of the key issues.
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The very first area of concern was time managenfenfMs, they were so involved
in their operational missions such as defining podbccodes, checking the level of
stock or sending promotion material to the stottest, they hardly got a chance to stop
and try to analyse their category. In principl@ytitould have taken one day in a week
to stay at the office. Sharing this concern witRS director, Mike discovered that:
"...the job of a Product Manager is a job where youawe from one store to the other, where you talk
to shop managers and stock shelves with them, @ igery physical type of work. | can understand it

is difficult for them to sit at a desk and work ifront of a computer, crunching data with Excel

Spreadsheets. This is simply not their thing. "(8taCRS director, Discoland, August 2002)

Another difficulty, which had been envisaged by Blikvas the issue of data access.
For some categories, such as tobacco, and newspajper company received
indications of the market size and dynamics, sbaeach player, etc. from syndicated
sources every month. But for most of the businesg®s company was unable to
position itself in the market. For example, in tien-Alcoholic Beverage business,
market data from a retailers’ panel was availabig¢,the company did not subscribe
to this service. Another striking example was thsecof confectionery where panel
data for large supermarkets was available but tix&r® no coverage of proximity
stores. Andre’s comment is an example of the prothanagers’ reaction to market
analysis:

“You can imagine what it means! Confectionery isryemuch an impulse market, petrol stations are
certainly peculiar in that respect. Either we hayanel data through our suppliers at a supermarket
level, and it is useless, or we get data from Lekdwed (wholesaler) but we get no specific extractio
for the petrol stations. The only reliable informiain source would be that of Master Food, because
this company has structured data for all the impalsnarkets. Now can you imagine that we need to

beg for this data from one of our suppliers!” (And; Category manager, Rapland, Category

management meeting, August 2002)
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In the case of Discoland, this story rang a diffi¢teell. One CM argued:

“BEST is the leader on motorways, or so we belieWwe have no market information at a category
level, and | am not sure that the company is reaity share its data with other players, because
everyone would take advantage of our leadershipm better off considering that we set the trend !
So to me, there is no difference between the markeid my company, and what category
management calls gap analysis is nonsense. Whaisttare my own sales figures”. (Ben, Category

manager, Discoland, Category management meetinggést 2002)

The common denominator to all subsidiaries, Mikautfht, would be the analysis of
the internal sales. At least, this would be avdd@alhe thought. But Jef quickly
contradicted him:

In fact, we do have something, some sort of datat Bs soon as we dig into it, we discover weird
things to the extent that we do not trust the resulFor example the nomenclature is not clean. Sinc
the codification is not centralized and limited tnly one person, you can have, in one region, one
code for one specific chocolate bar, in the chodelaegment, and in another region, another code in
the biscuit segment! Of course, when the produclisted, there is officially one single code forey
region, but there are loads of examples where simgnagers or even Product Managers decide to

classify it in a different way. (Jef, Category mager, Groveland, Catman, Category management

meeting, August 2002)

The situation at the end of August 2002 was a mgnh¢. No one knew what the
current market status was, and not even what timepaony's figures looked like.
Figures were not reliable at a national level. Mikko had battled for fact-based
decision making, started to realize the difficidtieherent in this approach:

“I remember that day precisely, because | started understand that the use of internal statistics

would be as judgmental as the comments of the tdrdrying to explain that this or that campaign

was selling well”. (Mike, EMD, Category managememieeting, August 2002)
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Because he had to start somewhere, Mike decidedhbegoal of the next meeting
would be to define with the affiliates a format afmaximum of ten templates that
could serve as an initial springboard for a fadduhanalysis. At the end of the
August meeting, all agreed that the dimensionscatdd in figure 5.4.3 could be
documented at a category level. With this kindrwdlgsis, he thought, one could start
to write the beginning of a category strategy. Tlesteps should be applied to all

categories of the existing product nomenclature:

Category analysis: 10 steps for a systematic analys  is

1. Analysis of the sales and margin trends

2. Analysis of the sales concentration

3. Analysis of the best and worst sales rotations at SKU level
4. Definition of the segmentation tree

5. Competition analysis

6. Analysis of the price positioning

7. Analysis of the shelf implementation

8. Synthesis of all analysis

9. Construction of an action plan

10. Time table and budget of this action plan

Source: CONCEPT project — Minutes of the “Market analysis meeting” — August 2002

Figure 5.4.3: Category analysis in 10 steps

The next meeting was planned for October. The agemduld be to review the

analysis carried out and to start discussing theabthe categories.
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5.4.2.0utline and role of the category

In October 2002, Mike opened the meeting. Under tkading "review of the
previous minutes" of the agenda, the discussiarestagain on the need to develop
systems to purify the data. The coding of the dispeoducts should be done at a
centralized level and only one manager, the datgabemager, should be allowed to
modify something in the system. This was achiewesthrtically, through a limitation
in the system that prevents store managers frorasaotwy the core of the product
nomenclature. Only the purchasing assistant coold get into the database and any
new product creation had to go through her hands.

But now that this single point of entry was defiraatt controlled, the most difficult
task was still to be achieved. How do we defineeg@aties and the products which
belong to each category? A first segmentation, dasethe suppliers’' segmentation
was available and served as a starting point. $hgmentation tree presented in

Figure 5.4.4 served to create the product nomamelat
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BEST Shop business: Segmentation tree

Petrol station
T I 1

[ Fuel ] [ Car ] [ Shop Food ] [Shop Non Food] [Shop Vending ] [ Food Service ]

A{Car spare parts ] Confectionary J A[Hygiene Health ]
4[ Car services ]

{
- )
_[ Car Valleting ] _[ Fresh Food ]
(oot )
x )
)

Sandwiches uides and Masz

Press

I E I

elephone cards
Beverages

Non alcoholic

Tobacco
Beverages

Other Food Music and DVD

)
)
)
)

L
L L

Other non Food

Source: CONCEPT project — Minutes of the Category management meeting — October 2002

Figure 5.4.4: Segmentation tree - Product Nomenclate

The review of all the existing categories was todmme systematically. But the
CONCEPT project gave managers an opportunity taktlreatively about potential

new categories that could get into the assortment.

“In a petrol station, consumers want to find theicigarettes, or newspapers, they like to drink
something, and probably also want a bite to eat, genug of coffee. They may also want to go to the
loo. This is what we always considered doing, bimywnot serve them with all sorts of other services,
an internet connection, an ATM, etc.? We could rdwiionize the petrol station by offering new

product families. Why don't we use the opportunity the new CONCEPT to seek new businesses?”

(Chris, Category Manager, Rockland, Category managmnt meeting, October 2002)

Chris’s suggestion opened up new avenues for thottyh point of view was highly

respected within the task force because it wasdzhtly many years of experience,
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initially in the field, and then at the head offite Groveland, where category
management was well understood. He was one of ele Rroduct Managers /
Category Managers who were "graded 6", becauseisofptoven success in the
business. His seniority could explain why he wasisaging the future in a more
adventurous way. Coming from a small affiliate coynwhere the network had
grown progressively to a much larger size, Chris is@having more like a member of
a country steering committee, the delegates conedeattthe break. Now that he had
moved to Rockland, he was on a job graded 7 with af seniority and know-how in
managing the relationship with the networks.

Coming back to the question, what categories shbaléthcluded in a petrol station,
Chris’s intervention reformulated it in terms ofhat needs do we want to address?
The answer to this question prompted further debate the managers from the
marketing department who were in charge of the CBRCTC definition. In any event,
the combination of product categories had to bkelinto some rationale, and the
definition of the CONCEPT positioning appeared ¢othee important determinant that
everyone was willing to consider. The following twaotes stress extreme points of
view. The first is rather conservative whereasseond is more progressive:

“Unless a clear positioning is defined, there is neay we can finalize our offer. We can only be
conservative and we will not create the petrol siatof the next century. CONCEPT will not be a

breakthrough value proposition.” (Steven, Categomganager, Groveland, Category management

meeting, September 2002)

“The problem with our way of formulating positionig is that everyone thinks fuel, quality and
premium price. Look at our totem. We give the priokthe different kind of fuel but there is no icon

with a sandwich or a cup of coffee. Our marketing@gple should relook at their ways of addressing
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positioning issues”. (Andre, Category manager Rapth Category management meeting, September

2002)

To address the positioning issue, Steven useditle® \projector and projected a few

slides from the brief given to his team in Grovelday the retail director.

CONCEPT positioning formulation

e CONCEPT is positioned across Europe as a provider of “solutions”

— In GROVELAND, zoning is identified as the differentiating element of CONCEPT —
this has now been adopted across Europe

e CONCEPT in GROVELAND will satisfy local needs for top-up shopping whilst retaining the
traditional forecourt customer, the product range will be driven by the local customer.

e Focus categories throughout CONCEPT will be
— alcohol,
— fresh food (fruits & vegetables, bakery, ready meals, sandwiches),
— food on the go
— and media.

e The stores promotional package will be in line with the rest of the company owned stores, in
addition CONCEPT stores will have tailored local promotions.

Source: CONCEPT project — Minutes of the Category management meeting — September 2002

Figure 5.4.5: CONCEPT Positioning Formulation

From this slide (figure 5.4.5), one could identityat the people who wrote the
positioning had in mind moving CONCEPT from a fg&htion towards a proximity
store. This was substantiated by the top up shgppilowever, the marketing team
did not want to lose current customers and immebliagtressed that the traditional
product families, including alcohol and food on-tie should be displayed
prominently.

It was also obvious that the brief had been writtetin architectural constraints in

mind. As a matter of fact, the marketing team hadked closely with the technical
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department who were going to be in charge of thiglimg and fitting out of the store.
The dominant logic of the fuel business was ind@Wt@resent. The author of the brief
was certainly aware that any internal communicasbauld refer to the outstanding
service level, which meant in BEST language, séguservice at the pump, cleaning
of the windscreens, etc.

In the second column of the second slide (figude), some indications on a broader

product offer were given to the CMs.

How is CONCEPT different?

The store design The offer
Floor (different types of flooring throughout e Alcohol
the store) — chilled, central location in store, major

space allocation
Lighting (bold/ increased, utilised to feature

product areas) «  Focus on Fresh
— Sandwiches - factory made std and
Gondolas (style, height) own label & store made

— Ready meals — expansion of space &
range to ready meals

CONCEPT utilises zones to simplify shopping & — Milk/bread and dairy - convenience
communicate the offer internally range, freshly baked bread
—  Fruit & Veg - pre-pack
Customer Care

Excellent levels of customer service, *  Grocery/Household/ Top-Up Shopping
100% compliance with all BEST Service
initiatives, * Retain focus
Regular service monitoring — Impulse (Snacks, confectionery, and
soft drinks)
— Tobacco

— Phone-Cards
— News/Magazines

Source: CONCEPT project — Minutes of the Category management meeting — September 2002

Figure 5.4.6: Definition of CONCEPT positioning

The important product families were given in a gatar order which was meant to be
respected. Alcohol was an important margin contaband was positioned as number
one. Fresh food was stressed for a healthy imageerdiion, but also because
freshness is a standard which is difficult to reabifferentiation, it was thought,

could be achieved with product families that conpet could hardly manage.
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Because of the wish of the company to differentiste®ngly on these product
families, they were labelled "destination families"

The grocery / household / top up shopping, was seemnother strong point of
CONCEPT. The internal belief, however, was thatauld be impossible to compete
price-wise with the large retailers. Therefore, tlude of these products in the
assortment was labelled "important”, to stress they were essential for consumers
though the marketing people thought the companydcoot reach a satisfactory level
of differentiation. Lastly, the "retail focus" batl point highlighted the traditional
product families that were available at any pedtation in Groveland.

The participants in the meeting thought that subhief should have been presented to
every country, and Mike recorded a wave of crititimwards the local management.
In fact, briefs had been presented in the cengdlizetworks, namely in the small
countries, and in one large one, in the motorwatyvokks. But apart from some
antagonistic comments, the discussion moved bacthdoissue of which product
families should be displayed in the stores, as Ac@mment suggested:

“We all know that cigarettes and alcohol are at ki$n most of the European countries. We all agree
that they will be banned from our stores. These twmduct families represent a major margin
contribution, we all agree. But how the hell do vemticipate the earthquake that is going to shake

our business, sooner or later?” (Anna, Category Mager, Rapland, Category management meeting,

September 2002)

Furthermore, it appeared that the formulation of fhositioning statement was
perceived as too generic. Any competitor on theketacould claim an orientation
towards food. The general perception was that trapany would need to set up
alliances with large retailers, should CONCEPT haw&rong impact on fresh food.

The physical distribution of the goods would be ajon difficulty to overcome.
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Sandwiches and yoghurt were one thing, fresh sélails and vegetable were quite
another.

A relevant dimension was touched on by a CM witpezience of the motorway
network:

“This is all very nice and | understand that we waio have a grocery store within a petrol station
shop. How does it work on motorways? How does itkweith clients who drive long distances and
are looking for a quiet rest area to make a pleasamd peaceful stop? This CONCEPT, which our

bosses want to be an international one, needs tabgisted to the variety of business situations we

face”. (Maurice, Category manager, Discoland, Catey management meeting, September 2002)

The discussion was taking a new direction. Sotfa, positioning was described as
being wrong, or too limited in terms of product egdries. Now, Maurice was
suggesting, it was irrelevant to some parts ofriévork. To close the debate, Mike
insisted:

“The questions you all raise are very much in lingith what category management is about. We
want to satisfy customers in the wide varietiestbéir needs. Yes indeed, we have to question the

business we are in today, as well as the businessesvill be in tomorrow”. (Mike, EMD, Category

management meeting, September 2002)

The impression that stood out in the discussion tvasthe managers were trying to
identify how far they could go with creative proptss Should they be conservative or
were they allowed to think of truly new product egaries? “Let's start with the
existing business”, was one conclusion. It wasdhsiest thing to do, at least in the
short term, without engaging in endless discussigiin the managers from the
marketing department. “Let's formulate what is mbten to us”, was a second

conclusion proposed by Maurice:
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“In the absence of any positioning statement, wdlwirite one and force the organization to rectify
it, if needed”. (Maurice, Category manager, Discold, Category management meeting, September

2002)

The CMs coming from Rockland and Groveland wereaaptured by this idea; they
had been managing product families in a centramiegation for some years and were
expecting to contribute to the renewal of the stamecept in a more meaningful way.
Their classification within their own organizationsde it possible and legitimate for
them to talk to the technical department and egeszery different kinds of stores
with the perspective of creating a real competitaeye. They felt confident about
convincing the head of the local subsidiary. Tlaitude in Mike's meeting was now
to follow the trend on the common denominator tocauntries, but to part on the
issues where they thought they could achieve etbetisult following their own
strategy. The idea of a unique European conceppeitisig a hard time.

Conversely, for the delegates from Rapland anddhasal, the belief was rather that
one could achieve outstanding results within thesteyg businesses, thanks to
common methodologies, and through a concertedtetibovards suppliers. For the
contributors of these countries, the focus of theetimgs should be very much on the

definition of these common processes.

The October meeting raised a number of issuesNtiet reported to the network

directors who were sent copies of the minutes. &liesues had not been anticipated

by them. Their conception of the CMs’ job was lieditto operational matters.
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5.4.3.Defining the assortment
At the start of the November 2002 meeting, Mike enédclear that the focus of the
following encounters would be to optimize the argtbusinesses much more than to
think about new opportunities.

“We have to work within our circle of influence. Liss first prove what we can do without changing

the equation”. (Mike, EMD, Category management miagt, November 2002)

Within the frame of the categories as defined spldat with assortment and layout
optimizations, CONCEPT should be able to delivercmietter results than the
current BEST stores.

“Big numbers are needed to demonstrate to the semimnagers what product/ category managers

can do”. (Mike, EMD, Category management meetingpWember 2002)

Because the focus was now on the existing busimedgroducts that were going to
be sold in the stores, Mike decided to take a vdseh spoke to everyone regardless
of country and network. The Non-alcoholic Bevera(j¢aBs) category was selected
to explore the potential of the planned optimizasioFollowing this example, the
product / category managers could apply the proweiseir own category. Actually,
Mike observed on this occasion that the NABs whezdnly one category that could
be studied in a cross-border fashion. All the othesinesses were very specific to
each domestic market, and no substantial lessam &ny one country could be
transferred to another. Processes and methodsykoveauld be shared.

Asking how the CMs were managing their assortmamngry pragmatic method was
described.

“We start by establishing a hit parade where thesbselling items stand out. And we also list the

worst selling items. We systematically eliminatee throducts that don't sell, and we negotiate the
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listing of new products with the suppliers. (KatgCategory manager, Rockland, Category

management meeting, November 2002)

At first sight, the method looked simple and easynmiplement. “And how do you
know that a product doesn't sell?” was Mike's poative next question:
“That is an easy one. If you don't sell one outeepweek for a given SKU, the product should be

discontinued. This is for one store”. (Kate, Categomanager, Rockland, Category management

meeting, November 2002)

The answers were given automatically, as if theyewabvious and proof of field
experience. Without commenting during the meeting bff the record, Mike
mentioned that it could not be a method becauseseas from headquarters, the
average sales per shop for one given week waguliffio establish. Of course, the
field managers could observe at the level of alsistpre what the situation was like.
But despite the data being aggregated at natiewnal,lit was impossible to calculate
accurate average sales at store level, for ongplart SKU.

“Too much information is lost with inappropriate ating. Some stores display the product and
others, not. We have no idea of the implantatiortegaof the recommended planograms. We can find
out, thanks to our distributors, the sales levelafie SKU in the total network, but not at a showéd

in a routinized way. To get that information, it wid take a considerable effort!” (Mike, EMD,

Category management meeting, Nov 2002)

Therefore, the judgement that a particular SKUasselling well, was an impression
gained from observations as well as comments antsnand store managers. Mike
had been able to check some figures with one premiiwholesaler in Rapland, and
he could confirm that the perception of field magragcould be at odds when

confronted with sales figures.
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“Some tenants have more authority than others. Hety claim that one product is not selling well,
people tend to believe them. But the same produmst be a fair seller somewhere else where the
tenant has less natural authority and no one wilap attention“.(Mike, EMD, Category management

meeting, Nov 2002)

Mike had to fight with one commonly agreed uponnog: “somebody in the field
knows what is happening in the stores”. But, so Méike could not demonstrate that
distant, data-driven knowledge could be more ad¢eultan field perceptions.

In the same workshop, Annelise (Groveland) had feerént point of view. She
advocated the idea that the “worst performers elmon” was a method of
discontinuing what is not selling well. But it wast a method to identify what would
sell well. The problem, she suggested, was todryell more, not avoid selling less.
And she started to explain a method in use witHarge supermarket chain where she
used to work.

The delegates reacted in unison saying that pegtallers were not large retailers.
Therefore, sophisticated methods could not be ep@o easily. Product / category
managers were but a few and had to supervise a tampber of stores. They had no
time to carry out the analysis required for the hodtdescribed by Annelise. At this
point, the discussion reverted back to time managem

“We have to rely on our suppliers and get more frahrem. Today, we work first and foremost with
the wholesalers, who give us too little informatioimmost of the time in a format which is
inappropriate. Suppliers know their product categes better than we will ever do. If we can set up a
good relationship with them, they can save us adbtime, give us the market data and what we need

to finalize our assortment”. (Susie, category mareag Discoland, Category management meeting,

Nov. 2002)

The method to build an assortment at this stagildmisummed up in a simple way:
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“Focus on the best sellers, balance the number appliers, build a complementary range around
with a variation of flavours and formats, and elimate the poor sellers in an aggressive way”.

(Susie, category manager, Discoland, Category maragnt meeting, Nov. 2002)

But a closer look at the available internal tragnmaterial showed that in fact, the
method was far more structured than it seemedsttdight. The suggested process
starts with a description of an assortment treejchvimeans that a particular

categorisation scheme has to be defined (Figur&)s.4

Assortment tree: beverage

Department Family Category Sub category Segment Sub segment
Shop =) Shop Non alcohol. —) Water —y Still water =) Source water
beverage Beverages
(NAB)
— Bier —> Bier Mixers —) Mineral
Alcoholic —> Fruit bev. = Mineral
Beverages flavoured

—> Energy drinks — Sparkling = Mineral

water
—) Colas = Flavoured
—) CSD
—>Teas > Multipack = Multipack

Source: CONCEPT project — Minutes of the Category management meeting — November 2002

Figure 5.4.7: Assortment tree ROCKLAND

Some thoughts were then given to the depth andhwaditthis assortment, which
normally requires some idea of the importance tha wants to assign to each
segment. In fact, it appeared that the weight améhihic of the various segments was

not assessed against market data, hence the eamiements on the impossibility of
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defining market gaps. In the NAB category, in piihe, it was possible to buy panel

data and carry out the analysis of market perfooeas opposed to relying solely on
internal sales. But for all the other categoriésyas impossible to access syndicated
data because it simply did not exist. One wouldehavcreate panel data from scratch

and the cost of doing that would be prohibitive.

Dimensions of the assortment
Depth Schweppes agru
Schweppes lemo
Fanta free
Fanta orange 1,5L
Lipton Aquae Coca light Fanta greenz 50
tonus 50 PET 1,25L Fanta 50 TropicanaT.
. orange y.ooi o
Lipton Aquae Coca light Fanta 50 ropicana O.
Volvic sport vital 50 50 lemon lemon M Maid
) Fluo mint PET Orangina M Maid C. Volvic M.
vittel 1,5L 50 Cocalight 50 Fire 50 pamorvip 50 _ VoOIVIcP.
- Fluo Orangina pry Ice Tea Red. 50
Vittel HY. EN. Coca light 33 )
50 9 Ice50  OasisOr.2l  jyce Tea Red. 33
i Volvic i - 3
Vittel Str;’\llvbl 5L Perrier 50 Coca Oranginall QasisTopD IceTeaP.1,50
sport ) " SanP 11 PET 1,25 PET
Volvic . . Oasis Tr.21 Ice Tea M. 1,51
Evian1,51 Lemon1,5L Cocavanilla Orangina Tce Tea M. 50
" =" SanP50 PET 50 light PET50 OQasis Or. . ‘;e 7: bo
. Volvic Rasp. - o : d ceTea G.
E 1l BadoitR 33 rangina re )
Aquarel 1,5LEvian vor 50 BadoitR 11 Kro.Panach 0@ PET prso M Maid Or.  Ice Tea P.Light 50
. olvic Orangina
Aquarel 50 Evian 50 Lemon 50 " Pampryl c. Ice Tea P. 50 .
Badoit 11 Kronenbourg Coca 33 PET 50 pamprylo. IceTeaP.33 Sprite 50
Source  Still Flavoured sparkling Bier Colas  CSD Fruit Teas CsD
water mineral mineral  mineral mixers FruitBev. Bev. Tonics
water water water Sparkling  Still sodas
Width
Source: CONCEPT project — Minutes of the Category management meeting — November 2002

Figure 5.4.8: Assortment dimensions in ROCKLAND

“So how does one manager know that an assortmenagpropriate or well balanced? We have to
check that the offer is consistent and that the drat families are complementary. And then for the
weight of the families, you have to compare the shaf margin with the share of assortment”.

(Kate, Category manager, Rockland, Category managehmeeting, November 2002)

Mike reacted promptly to this suggestion:

163



Organizing to manage markets

“Right, can you tell me what defines the basis ansistency and the principle of complementarities?
You have got to have an action standard! When yauys, decided to list the energy drinks, you
thought this would be interesting because Red Baldrunk by young clubbers and these people buy
alcohol in our stores at night. Therefore your logiwas to attract young male customers at night.
Some might say this is not consistent with the rogafety policy that we have and | couldn’t agree
more with that. Tell me then what idea the listingf alcohol, energy drinks and vodka mixers is

consistent with!” (Mike, EMD, Category managementaating, Nov 2002)

Mike was expecting to push the method further rglyon category management’s
prescriptions: a) segment the market, b) definelé¢vel of coverage you want to

achieve for a given category role, in relation fpasitioning, c) anticipate the market
trends, d) express a view and give a weight taagsmrtment within each segment, e)
avoid having two brands for the same need unit,Bit he felt he had no allies in the
room apart from Annelise who was still very newthe company. The resistance to
carry out a systematic structured approach was stettngly. A large set of the

assembled audience was not at ease with the sedcnalysis proposed by Annelise.
Mike suggested closing the meeting at this point seguested that all the product /

category managers come up with their best optimiaegde for the following meeting.

5.4.4.Space planning

It was now January 2003 and there were still twatt® to go before the opening of
the CONCEPT prototypes. The product / category marsawent through their
assortment and indeed, found that a lot of optittomacould be achieved. In many
cases, there were two products from two supplierstiie same need and this
duplication could not be justified by a clear brapdeference. It was then
recommended to order this item from only one s@ppid maximize volumes and

achieve better purchasing prices resulting in ddrignargin or a more competitive
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price. In many other cases, the managers couldiig&KUs with a very low level of
turnover. Some carbonated soft drinks (CSD) bewsaigpr example, were turning so
seldom that the stores were holding three monthiskstn their shelves. So far, the
managers were aware of the important products kecthey, together with the shop
managers, had to do the replenishment:

“When you have to replenish all the time, you kngvaysically that the product is turning”. (Steven,

Category manager, GROVELAND, Category managementtimg, November 2002)

Using the Pareto rule, and with a strong focushmseé SKUs which represented the
essence of the margin instead of the sales, alptbeuct / category managers came
along with significantly reduced assortments, whipbtentially meant clearer
planograms. Mike was very happy to see that somgtas happening, at last.

“We were no longer in a phase of complaints and %/but". We were now achieving something and

we could move into the space management phase.’k@MIEMD, Category management meeting,

Nov 2002)

Most of the delegates had been exposed to merciagdioftware. But the company
was not homogeneous in that respect either. Infaust countries, there were four
distinct software programmes in use with differearminologies. Fortunately, all of
them were based on the same principles: numbeaainds, ground metres, linear
metres, turns, etc. all of these were familiar emts to everyone. One could feel that
this area was the strong point of the product marsagresent at the meeting so long
as they discussed scenarios at the store levedo@s as the discussion moved up to
the national level, the case was a more difficak:ceach store is very specific in term
of surface area and type of furniture. Mike kneattbiome adaptation was needed to
adjust one planogram to the reality of each stbm. example, the planogram is

designed for a vertical gondola with two elementd they needed to expand it to a
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gondola with three elements for one particularestdihis situation was the case in
Rockland and Groveland, two countries where BEST reaently arrived, and where
the format of stores as well as the type of equiginaas pretty homogeneous. But in
Rapland and Discoland, most of the stores werdeamtean a unique architectural plan,
with equipment which was purchased over a periodl®fyears. For these two
countries:

“It was impossible to define by pressing on a congrubutton what furniture is in what store”. (Uwe,

Category Manager, Rapland, Category management nmgetNovember 2002)

The delegates wondered how many planograms would teebe developed for one
particular assortment. The answer was now cleawdncountries, one could afford to
develop one planogram for each individual storas Téould be very repetitive work

but it was feasible. For the two other countriegjuster analysis would need to be
carried out to determine types based on the surfaea of the store and the
localization as well as on customer profiles.

For the sake of CONCEPT, only one store had toddokesigned by March 2003,

which meant that the managers could still affordvtok like craftsmen. Soon, when

the CM’s job was better established, these operaticould have to be routinized.

5.4.5.Sales promotions
In the same month of January 2003, a meeting wéas §ealize the promotional plan
for the launch of CONCEPT. For timing and budgsues, it was decided that the
suppliers would be invited to suggest their bederef for the reopening. The
suggested scheme (see situation 1 in figure 5.4&s)the usual one. Based on the

selection of the suppliers, BEST managers wouldcsehe type of operation with its
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benefits, would then advise the wholesalers andliop managers, before everything
could be implemented in the test store.

“We all know that this procedure is wrong. We shdugjive a very clear brief to the suppliers about
what we expect from a sales promotion campaign.téal, it is always the same story: we take what

they want us to take because of their overridersdamrand marketing plans. This is all wrong!”

(Frank, Category manager, Groveland, Category maeatent meeting , Jan 2003)

Indeed, Mike agreed, picking up a pen to sketahwagrocesses on the paperboard:

“A category management procedure would suggestisgtup a diagnosis of our business situation
and making sure that the type of promotion we sélawets our objectives”. (Mike, EMD, Category

management meeting , Jan 2003)

And his drawing on the board served as an oppdaytioisketch the three situations
that summed up the promotion processes (Figuré)5.4.

Lekkerland, in Rapland, is so powerful that thisol@saler is the dominant actor in
the distribution system. There is no way we canagepa policy that they have not
agreed upon. In fact, they are the ones who collectoverriders from the suppliers
because of their dominant position on the proximmirket.

Once again, it was felt that:

“We are far from the original category managemenbrcept. We are managing very diverse

situations, sometimes with good results, sometiméth poor ones”. (Andre, Category manager,

Rapland, Category management meeting , Jan 2003)
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Situation 1: Promotions pushed by Manufacturers Sales promotlon
Mechanism - -
1) The supplier presents a promotion to BEST OI‘ a I1 |zat|on

2) BEST gives its OK to the wholesaler
3) And informs the shop manager
4) The shop manager orders to the wholesaler

Efficiency Suppller

Consumer oriented promotion
The promotion is articulated to enhance the brand plan of the manufacturer Wholesaler
BEST accepts these promotions so long they generate an incremental margin.
Situation 2: Promotions driven by the wholesaler
) BEST
Mechanism (3]
1) The supplier offers a promotion to the wholesaler ...
2)... who informs BEST... 9

3)... who, if BEST accepts, gives the information to the shop via leaflets o

4) The shop manager orders and the wholesaler delivers the good ShOp manager
Supplier Wholesaler

Efficiency

- Incentive to the shop manager who tends to serve his own 6
individual logic ("I want this DVD player for my son")

- There is no direct link to the strategic stakes of BEST

Situation 3: Promotions driven by BEST

Mechanism

1) BEST asks the manufacturer a specific kind of 1
promotion according to our objectives

2) We negotiate the best conditions with our wholesaler . ShO manaager
and inform the shop manager Suppller p 9

3) The manufacturer delivers the wholesaler who ...
4) ... delivers the shop
Efficiency: These promotions directly benefit our policy e Wh0|esaler

Source: CONCEPT project — Minutes of the Category management meeting — November 2002

Figure 5.4.9: Promotion processes

The senior management of the various retail estitieEurope attended the opening
day of the first CONCEPT store. The new conceptciviiiad been presented on slide
shows in a boardroom had now been brought to Tife technical department, the
operations teams and the marketing director wits am members were
congratulated officially by the retail director.

A few weeks later, in an address to financial astalythe CEO of the company,
together with the director of downstream activitesented the results and forecasts
for the division. On this occasion, it was highligth how optimistic the company was
regarding its future operations thanks to innovatiothe fuel sector, but also:

“...thanks to a new store concept which was positidres an on-the-go grocery store. BEST, with its

team, has been able to deliver this concept becafsts outstanding standard in the management of
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retail marketing and the particular know-how of itsategory managers”. (Extract from the CEQO'’s

address, Internal magazine, April 2003).

This address was the first official recognitiontieé category managers’ work within
the organization. A new type of store, as well agwa type of manager had been born

at BEST.

5.5. Conclusion

Category management was defined as a means of @nbahe retail culture of the
company at the beginning of this chapter. The esem this method was enhanced
through conferences and reference to the goodipeacbf the so-called, “best in
class” retailers. Category management progressitralysformed the organization.
Product managers turned into category managers YCGlfter a process of job
descriptions involving a classification device, thay grading system. The calculation
of how many category managers were needed wasrpedotogether with a product
nomenclature and sales statistics. This triggereasganization that set up the
emergence of a Car Wash Restaurant & Shop depar(@&$ department). A new
categorization of the activities has thus matesgli The decision to deploy category
management in the countries was linked to an exygri on a concrete project,
CONCEPT, meant to address the needs of the consamnéne-go. Product managers
started to use category management prescriptioris nbti without difficulties.
Category management was difficult to assimilatehdtl to be accommodated to
existing practices. For example, the market desoripivas so difficult to achieve that

the CMs decided to base their analysis on the natesales of BEST. The shop
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concept, category management methods as well &Mséjob have mutually shaped
themselves through an iterative process.

The next chapter will describe how category managgnchanged the relation of
BEST to its suppliers. There again, the protagenatd the method generated

mutually shaping effects.

170



Relations with suppliers

Chapter 6. Relations with suppliers

6.1. Introduction

In this chapter, | explore how the relationshiB&ST with its suppliers evolved with
the introduction of category management. | try taderstand how the ways of
working of both players was shaped by the introdacbof this methodology. This

topic is important to our understanding of markeactices, as the relation with
suppliers has a strong impact on the selectiorffefowhich will be available in the

stores for consumers to buy. | will describe hows tlelationship moved from a fairly
passive attitude from the retailer in 2002 to a emactivist position in 2003, where
BEST category managers voiced their expectationsuggpliers, sometimes in a
collaborative mode, sometimes in a more forcefshian.

In the first section, through the testimony of Arfran Rapland, | will learn about the
kind of relationship and the methods in use betbes implementation of category
management. In the second section, | describe ribeegs through which Mike was
able to qualify suppliers at a European level totigem to work with BEST according
to some principles of category management. Thed teection relates the first
experiment with this method, carried out in Raplambugh a test project between
BEST and one of its beverage suppliers, that Irredehere as BEVCORP. This
project delivered very promising results but théo$é developed by both sides to
impose category management as a collaborative Wwayoding, might well have

been ruined by alternative initiatives.
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6.2. Working with suppliers before category management:

The year is 2003 and category management is slpemetrating the structures of
BEST subsidiaries. Before putting category manageaethe core of the relationship
with its suppliers, BEST product managers were sggoto marketing and sales
activation plans presented to them by the suppligrsreality, product managers
operating at a regional level had little power aisis their suppliers. They were
equipped with poorly structured data, they hadtlchitime to devise strategies to face
each supplier, they dealt with all product familiedich resulted in their inability to
have a working knowledge of each individual proctategory.

When discussing the presence of a brand on thees)e¢he product managers focused
their limited resources on listening to the leadoognpanies and implementing their
proposals. Of course, a negotiation would take eplacmaximize the sales rotation
and the margin of the business, but product masaggd little room to manoeuvre
since the performance of the brands was poorly mected and not based on
business figures; no analysis of the performance wam after a promotional
operation, the lack of clear data made it impossiiol compile sales supplier by
supplier, or by brand. Only a global margin figyer shop, region and shop cluster
(based on the fuel volume) was available. Sometirsel spreadsheets with figures
were collected by the wholesalers who delivereddgao the shops. Apart from this
kind of information, shop managers shared theirr@spion about the success of one
or the other type of sales promotion on a very dotd basis -“oh, this promo went
well!”

To illustrate how manufacturers interacted withirtleients, | have used some of the
Powerpoint presentations by the manufacturersdwipus retail product managers in

2002. | engaged the help of Anna, who was categmgager (CM) at the time, and
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asked her to reflect on the processes used bygmiars. | did this exercise with five
different CMs, but to be consistent with the reflsth@ chapter, where the example of
the beverage category is studied, | have choselo¢ament Anna’s reflections. She
was in charge of the beverages and had close ¢amitéicone of the water suppliers.
The plan detailed in the Powerpoint document ileddiBusiness Activation Plan”. It
wraps up the initiatives proposed to BEST during ykear 2002 and it is commented
on by Anna:

“The presentation by Danone is typical of the kinof presentation used by suppliers. It is built
around 6 blocks; it is a kind of marketing activityatalogue. They call it a trade marketing tool kit
According to the needs of their business, accordingour expectations, the sales people have a serie

of initiatives ready to be presented to their clisnincluding us, in their laptop.” (Anna, beverage

category manager, Rapland, March 2003)

The following diagram highlights the 6 building bks

Sales Development Building blocks

national promotions channel marketing

trade communication Sales customer marketing

Development

2nd placement &
category management pos iconisation

Source: Business Activation Plan, Danone Waters, 2002

Figure 6.2.1: Sales development building blocks

173



Relations with suppliers

National promotions were systematically proposedthe retailer, to ensure that
branding and consumer oriented activities were ywpresent at the point of
purchase. For each business or sales cycle, udualleeks, and for each of their
brands, the sales representatives of Danone halttol the promotions that were
available. It could be a trial offer to test a nBawvour for Volvic Fruit, or a lottery
“Fly to Paris with Evian” if you collected 12 tokemn Evian multipacks.

Channel marketing exploits the channel specifisjtibased on shopper insights to
optimize the impact of marketing promotions. In firesentation analysed by Anna,
the activity was a promotion whereby the consumbo wrdered a bottle of water
with his meal at one of the BEST petrol stationetafias, would be offered a free
coffee.

Customer marketing is what Danone does when BESITodimer clients request the
adaptation of a promotional mechanism and pregantthe “colours” of the chain.
These are usually customized national promotions.

“I can ask Danone to adapt an existing promotionrfme such as a trial offer. Instead, let us say, of
getting a promotion designed for a 33cl bottle, drcask for the same offer on a 50cl bottle and get

my BEST logo printed on the display and maybe, Incalso get exclusivity.” (Anna, beverage

category manager, Rapland, March 2003)

Point of sales iconisation refers to the tools glesil to improve the presence and

visibility of the brand in the shop.

“The sales people try to get us hang their advartisand all sorts of displays from the shop ceiling
What they also like to do is to get us to stickithads on the chillers.” (Anna, beverage category

manager, Rapland, March 2003)
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Two extra types of initiatives were mentioned oa Huilding block presentation but
Anna never had the opportunity of using them: tla@lé communication tools and
category management.

“If we applied their marketing policy extensivelyye were called aligned dealers! And we could get
access to a website to find all the material neefl@dan operation: the brand logo, the bar codegth
promotion mechanism etc. were all there. | didn'a@ so much about that because BEST employees

were not allowed to access the Internet. We canyadcess our Intranet.” (Anna, beverage category

manager, Rapland, March 2003)

“Category management? At the time, | didn’t realknow what it was about but | understood from
their sales people that we were not really orgadiger this type of thing”. (Anna, beverage category

manager, Rapland, March 2003)

As a matter of fact, as Anna explained to me, sag eonfronted by very similar types
of promotional plans from the wholesalers who d=ied products to the petrol
stations. In the early 2000s, the shop owner wiasvatl to accept these offers and
Anna spent most of her time fighting with salesrfrem the wholesalers to get them
to talk to her instead of using their direct acdesthe store managers.

Anna’s degree of freedom was pretty limited. It Waagely a world of binary choices:
she could choose one of the activities proposdharcatalogue or she could refuse it.
Her reasons for selecting the offers from Danohe, added, were first, the fact that
Danone was the leader for the waters and also:

“Because the presentations made by Danone Watessaways very well designed and inspirational,

you become very impressed. But after a while, yaiice that their proposals are not so different

from the ones made by the wholesalers”. (Anna, lrage category manager, Rapland, March 2003)
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This passive behaviour was precisely what Mike;sharge of category management,

wanted to change.

6.3. Qualifying suppliers with category management

In order to change the atmosphere that prevailéddsn BEST and its suppliers,
Mike decided to organize a European Category Managé meeting with some of
the leading manufacturers that had operationslithal countries where BEST was
present, in early 2003. The idea was to qualifysilygpliers and award a special status

to some of them.

6.3.1.Writing to the suppliers

Category management is defined as a business prtita@shas been utilized across
many different industries for a number of yearsteAhaving evaluated the concept,
Mike commented that when calling the suppliers, BEB&d determined that this was
a process that should be adopted by both BEST tansuppliers. It was a critical
strategic initiative for the retailer to increase sales and profits. This process would
allow BEST to gain a better insight into the conswshshopping behaviour and needs
for the category as well as improve its understagoif the category dynamics.
However, it was clear that the internal analysisuddanot be complete without the
insight and support of selected key vendor partriérerefore, a selection process was
to be conducted to determine within each categehich manufacturers would be
pre-selected as possible category partners.

When working with large retailers, many manufaatsireovet the role of “category
captain” as this position can offer special besdbr the chosen organization. In each

category, there are usually two or three equaliliied candidates for the “category
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captain” role but only one can be chosen. Insplygdhis existing practice within
large retailing firms, Mike decided to import thugactice to the petrol station channel,
and BEST. In 2003, in order to organize a Europsaeting with pre selected
suppliers, he decided to send a letter (Figurelp.@ the manufacturers who had
operations in more than one country, thereby i@stg it to the large multinational

players:

Letter sent to the manufacturers — January 2003

“Being selected as the category captain is an honour, but also an investment. The
manufacturer chosen will maintain this position indefinitely until the incumbent fails to
meet the category managers’ expectations, until its personnel changes or a
competitor has demonstrated superior capabilities. In our attempt to identify the
vendor partner that can best assist us in our endeavours, we have enclosed several
questions regarding your capabilities in category management. This evaluation
process will guide us in the decision process. We are aware that the term “Category
Management” has many different meanings and interpretations and this evaluation
process will help us find those organizations that have an understanding of category
management that is similar to ours...

The vendor partner for each category will become part of a selected group of
manufacturers that will gain invaluable insight, information and data regarding our
operations that other vendors will not have access to. We appreciate your time and
assistance in completing this questionnaire.

If you have any questions, please call me.
Yours sincerely.”

(letter sent to the manufacturers by Mike, EMD, January 2003)

Figure 6.3.1: Letter sent to the manufacturers

Mike appended to the letter a document called “@ate Captain Selection

Assessment”. This document comprised three sectibms first one was based on
general organisational capabilities: What is youmlgsophy regarding category
management? How is your organisation structuresipport this effort? What are the
internal procedures that exist in order to prothetconfidentiality of the shared data

for this project and relationship? What other fetai have selected you to act as
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Category Captain? What is your definition of thdegary? What role do your
products represent in the category?

With this set of questions, it was hoped that BEEsahagers could get a clear idea of
the business philosophy of their suppliers. Th@sedsection aimed at identifying the
available resources: the personnel that would belved in terms of head count,
experience and time dedicated to the retailer'saimas, in terms of methodologies
and tools (e.g. space management software, assuropgmisation tools) that would
be used to assess the business performance atlg fims, data sources that the
organisation subscribed to, such as panel dataNetsen, IRI).

When building this assessment grid together with @\s from the affiliates, Mike
made his intention clear:

“In the past, our suppliers used to call us partreerif we accepted 100% of their marketing
programmes. In other words, if we were fully aligthevith their business initiatives, we were called
partners! We should not be passive in front of theamymore. We are not here to accept their
marketing initiatives against a promise of saledations and margins. We want to get the best out of
them and they have a tremendous expertise at thiegary level that we will not be able to match.
Since our suppliers are hardly growing in supermaats, and their growth comes from the “away
from home” channels including us, they are now wiflg to really cooperate with us instead of just

aligning with us, as they say. We have to be partnédut we should also o be very demanding of

them.” (Mike, EMD, Category management meeting, dary 2003)

6.3.2.Inviting suppliers to a category management kick-dfmeeting
A few weeks later, Mike received answers from treganEuropean players who were
willing to contribute to cooperation initiatives. iké invited them to a one day
meeting held in Brussels in February 2003. Theatiye of this meeting was first, to

express what was expected of partners in a plesasgion with all of them and
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secondly, to get the affiliates’ category managersormulate further expectations
regarding each category development in one to aetings.

At the opening of the meeting, Mike revisited higpectations regarding future
category captains. First, partners should engagmlinaborative work and base their
analysis on fact-based, objective judgments. Thegoay recommendations should be
written in terms of improving the consumer valuepgmsition and enhancing BEST’s
corporate strategy. To protect both BEST and tiiénees, an agreement should be
signed to ensure confidentiality of the businega da the business projects had yet to
be disclosed. Because the relationship was to bedoutrust, data sharing would be
possible and would create the conditions for guadihd value in data analysis.
Regarding the teams, it was expected that the peopblved in the projects would
have the skills and capabilities to complete theomemendations in a professional
way, including a disciplined attendance at the mget with all assignments
completed and prepared for the objectives of timosetings.

Mike then re-iterated BEST’s vision of category rmgement. For instance, he
clarified the Key Performance Indicators that woddd used, insisting on two
dimensions:

“First, we want to ensure that the categories wigfow. Too often, you, the suppliers, are happy
because of the increase in your own sales figuri@at on our side, we are not because when looking

at the global category sales, we can just obsene@mpensation effect: too often your growth is at

the expense of your key competitor but the salethefwhole category remain flat.

Secondly, we want to calculate a return on the ogt@wns that we initiate. We don’'t want to limit
ourselves to the calculation of incremental saleadamargin. On both sides, we invest time and
money. We would like to consider the investmentsdmao install specific chillers, displays or other

promotional materials”.(Mike, EMD, Suppliers meeti) Brussels February 2003)
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In order to create a common framework, he thengotesl an Excel file in which a
global category analysis using a wide range of ébakl and distribution panel data,
was broken down. This spreadsheet was very compselgeincluding more than 20
worksheets. The reaction to this spreadsheet wasse because the tables made the
document appear very complex. In fact, upon clasgpection, the document used
templates which were very similar to the ones sepplused internally in their own
marketing plans or budget presentations. Unles®lpdata existed (and for some
segments they didn’t) and the suppliers subscribet] those tables were impossible
to fill. Moreover, the data may not have been améd at the fuel station channel
level. The following table (figure 6.3.2) gives aea of the type of table that the

suppliers were supposed to fill in:

Category. Soft Drinks
A Consumer Needs Needs to be Met
Primary Secondary Tertiary
Category: Soft Drinks
Sub-Categories: Fizzy Drinks
\Water
Juices
Sport & Energy
Adult & New Age
Milk & Yoghurt
Mixers
Squash
0]
0]
0]
0]
B. Consumer Demographics: Consumption by Race & Sex
Demo. Group HH Size Gender e
ABC1 | C2DE |1+2HH| 3+ HH M F 6-15yrs [16-24yrs 25-34yrs 5+ yrs
Category: Soft Drinks 43,9% | 56,1% | 20,3% | 79,7% | 79,6% [ 20,4% | 6,1% | 32,3% | 32,0% | 29,6%
Sub-Categories: Fizzy Drinks 38,1% | 61,9% | 22,5% | 77,5% | 86,7% | 13,3% | 55% | 350% | 27,1% | 32,5%
\Water
Juices 39,4% | 60,6% | 18,4% | 81,6% | 75.3% | 24,7% | 33,9% | 16,7% | 27,5% | 22,0%
Sport& Energy | 85,8% | 14,2% | 9,0% [ 91,0% | 34,1% | 65,9% | 30,0% | 23,1% | 67.2% | 9.5%
Adult & New Age
Milk & Yoghurt 58% | 942% | 50% | 95,0% | 96,6% | 3.4% 18% | 10,8% | 10,8% | 82,8%
Mixers
Squash
0]
0]
0]
0]
Segments: Colas 24,0% | 76,0% | 17,9% | 82,1% | 86,1% | 13,9% | 4,6% | 49,8% | 26,0% | 19,6%
Flavours 55,2% | 44.8% | 27,7% | 72,3% | 87,4% | 126% | 6.8% | 163% | 28,8% | 48.2%
Lemonades 79,1% | 20,9% | 56,5% | 43,5% [ 90,1% | 9.9% 0,0% | 27,0% | 105% | 62,5%
Sparkling Water
Flavoured Water
Still Water
Pure Juices 39,4% | 60,6% | 18,4% | 81,6% | 753% | 24,7% | 33,9% | 16,7% | 27,5% | 22,0%
Juice Drinks 39,8% | 60,2% | 18,7% | 81,3% | 74,5% | 255% | 34,9% | 17,1% | 26,2% | 21,8%
Sports
Energy
Milk Drinks
Yoghurt Drinks
o)
Buyer Type Heavy User 39,5% | 60,5% | 16,9% | 83,1% | 80,7% | 19,3% | 2,4% | 37,1% | 351% | 25,4%
Medium User 60,6% | 39,4% | 19,2% | 80,8% | 74,7% | 253% | 14,1% | 459% | 15,2% | 24,8%
Light User 41,7% | 58,3% | 24,6% | 75,4% | 56,7% | 43,3% | 18,6% | 16,2% | 18,6% | 46,6%

Figure 6.3.2: Category data, Brussels meeting
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Having made his presentation, Mike suggested thatpienary session should be
closed and that discussions should continue indallg with each supplier.
Obviously, the suppliers were not willing to shdheir projects in front of their
competitors. This is the reason why in the aftemapoups of two to three CMs from
different countries, met their European supplieminterparts in individual meetings.
Peter and Jorg, both in charge of tobacco, metepresentatives of British American
Tobacco. Kate, Annelise, Andre and Ben, categorgagars for Dry Food, met the
representatives of the savoury snacks (LorentzsiRep and Procter and Gamble),
manufacturers of biscuits (Danone, United Biscuasad Masterfoods), and
confectionery (Nestlé, Masterfoods). Jennifer, 2efpa and Joe met four beverage
makers (Coca Cola , Pepsico, Nestlé and Danoneis,&teven, Uwe and Susie, met
Danone as a representative of dairy products, bileeovery few international fresh
food players.

To illustrate the outcome of one of these meetings,will follow the proposition
made by one beverage producer competing to becategary captain. As some of
the information involved sensitive business dategye made the name of the supplier
anonymous, as well as the location where the exgweris were performed. In the
following section, | call this water supplier, BEXWRP, one of the 4 major water

suppliers on the market.

6.3.3.Becoming a category captain

When attending the Brussels meeting Stef, the BERE key account manager, |,
was fully prepared with a professional PowerPoneispntation that he handed out to
Anna (Rapland) and Joe (Discoland) at the stathefmeeting. As Anna and Joe

would later point out, the document was interestberause it showed a good
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understanding of the global beverage market. Tla¢ysis started at the multi-channel
level, contrary to most of the suppliers’ presdotet which usually started at the
petrol station level. With a very detailed chanastessment, Stef reiterated Mike’s
earlier propositions and explained how importaset pletrol stations were to the trade
landscape in Rapland. This channel was one of ¢ng few that had not declined in
the past few years. However, in the last 12 monthsgd started to decline although
far less than most of the other channels. Petatiosts would represent a major
growth potential for the coming years, commentesf,&ind it was clear that he was
expecting to capitalise on this trend to ensuregitmvth of his own business. The
following chart (figure 6.3.3) is extracted frome8¢ presentation to support the

comments made above:

Weight of the channels in BEVCORP sales:

Petrol stations represent 10,7% an outstanding channel with a current down trend!

Petrol 300 ™
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— el Study
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Growth Rate of Sales Value vs YA
Source: ACNielsen, YTD CAM © Bubble size according to turnover

Source: BEVCORP, Stef presentation to BEST for the application to category captainship, Feb. 2003

Figure 6.3.3: Channel analysis of BEVCORP sales
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Stef added that petrol stations had the lowest etaskare in the water category,

which was interpreted as a good potential:

Penetration of the Water Category per channel

Market share of Water within NAB
(Nielsen, YTD until week 31, volume)

33,9

o concrs | s 5
supermarve | .

onermnss |

... still potential for the water category compared to other channels

Source: BEVCORP, Stef presentation to BEST for the application to category captainship, Feb. 2003

Figure 6.3.4: Weight of the water category in theltannels

Next to the presentation of secondary data comimogn fsyndicated panels, Stef
developed the research framework that had beenglthahrough by the category
management team of BEVCORP and that they woulceadyrto put in place, should
they be selected as category captain. Four pettail chains would be included in the
observation sample, one region would be exploreth Waur elements and various
data collection devices including interviews, SKalnoting, pictures and mapping of

the stores, as depicted on the following chartaexéd from the presentation:
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213 Visited Sites Feb 2003 4 |nvestigation 4 |nvestigation
(including 10 Mystery Visits) [l Regional analysis Elements Tools
5x BEST All sites visited ‘ Water ‘ ‘ Quali & Quanti
+5xBEST * the same week I I
*Mystery Feb. 2003 ‘ 1) Assortment ‘ ‘ 1) Interviews ‘
_Eﬁ_ =
3[ 4] 5[ 6] 7] éJ
0| 11 3| 14
7| 18 0] 21 —
4| 25 7| 28]
‘ 4 x PESSAL | Al ‘ ‘ ‘ 2) SKUs Counting ‘
l (e —
All sites were e
in the same
geographic area :
Region of XX I
| axBETTOL | | | [ 3picures |
T I
=
&)
|
‘ 5xSRD * | ‘ ‘ ‘ 4) Mapping ‘
*Mystery ——
Source: BEVCORP, Stef presentation to BEST for the application to category captainship, Feb. 2003

Figure 6.3.5: Test methodology for BEST water category

Should the project start immediately, the obseovestiwould be done in the low
season, which would partly invalidate any lessonserging from the project.
Therefore, another set of observations would neelet carried out during the peak
season to counterbalance the initial results. Bintie team planned to carry out a
survey to capture insights into the behaviour dfgestation shoppers, as depicted in
the diagram 6.3.6.

At this stage, Stef ended his presentation andesigd that BEVCORP would go
ahead as soon as BEST had selected them as capegtrgr. In order to complete the
diagnosis phase, he would expect to be given dstfaom the BEST Information
database, and integrate all the data in Mike’s ssiggl Excel template. The tone he

used to comment on this last item was somehow drode suggested he would
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accomplish this task, unless other ways of presgnthe data proved more

appropriate.

Survey - action plan

Bac!(ground First cognitions:
Spring 2003 30 qualitative POS -interviews

Il Il | I

. @
Representative POS-questioning
CATI-questioning

of

total population

.

14 - 69 Jahre petrol station visitors
(shopper)
spring 2003 n = 1.500 n=2212
—l/ _ _C_ontent: genergl Content: actually purchase
visiting and shopping at petrol stations

behaviour at petrol stations carried out in 150 shops

Monitoring
Summer 2003

Source: BEVCORP, Stef presentation to BEST for the application to category captainship, Feb. 2003

Figure 6.3.6: Survey action plan

Clearly, the work that had been done proved thdingitess of BEVCORP to
investigate the business opportunities of the celimdepth and become a category
partner for the water category. Stef had not usgdaod the recommended templates
but the resources that he was ready to deploy weweously impressive, and the
suggested methodologies demonstrated that BEVCG@RER)dod “know how” in this
area. It was also clear that access to BEST sriatedata would add value for both
parties.

The discussion carried out with the key compettoBEVCORP was not so fruitful.

First, the competitor presented general informatamout the market rather than
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anything specific to the petrol station channekdelly, it had not shown a method
for exploring, experimenting and finally, rollingubthe key lessons of category
management. In other words, the competitor waseperd as less experienced and
less rigorous than BEVCORP. Finally, it had notnsitged an ability to dedicate
enough people to work with BEST in a close enowgationship. As a consequence,
this competitor was not considered for the roleategory captain. The consequence
was that this supplier had to conform to the pramrs of BEVCORP as the selected

category captain.

6.4. Starting a project with a beverage supplier

Following the Brussels meeting in February 2003 grinciple of a partnership
agreement was signed between BEVCORP and BEST iohMeith one aim in mind:
to develop incremental business on the BEVCORPgoates across Europe. Before
finalizing the agreement, it was decided that a& tas should be done with one
beverage category in one country. This test woakeho prove that the BEVCORP
method would lead to outstanding growth for theegaty. Waters was the category

and RAPLAND the country selected to carry out st

6.4.1.Building a joint action plan

A local meeting was therefore organised with Arlveyerage CM at BEST and Stef,
key account manager of BEVCORP in Rapland, in M&@03. In order to establish
the diagnosis of the situation and define an aqgblam, a process and a toolkit were
presented to Anna. BEVCORP would implement the agion phase presented in
Brussels, it would carry out the survey with shoppt® gain insight into their

motivations to buy at BEST, and finally the intdreales data would be analysed. A
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review of the following areas of information woulden be explored in a joint way:
the market situation, the operator’s situation dme tpetrol station market,
BEVCORP’s situation on this market, the consumepgler expectations and the
category diagnosis.

Following this process a comprehensive presentéiiahbeen developed to document
all the dimensions mentioned above and a meetirggseg a month later, to present
the results to Nick, the CRS manager of Raplandnéslide synthesis had been done
to wrap up the key findings of this initial resdardo respect the request of Mike at
the Brussels meeting, this wrap up slide featuredntfied indicators, considered
essential to understand the stakes of BEST and BEERon the beverage market in
Rapland. These key indicators were used again gaid # stress a dimensions of the
action plan. For example, the fact that 56% of uts#tors to BEST stations bought
fuel only, showed up as “great potential’. By fingiways to sell waters to these
active drivers, BEST would increase its sales idramatic way. The following

(Figure 6.4.1) chart illustrates this wrap up slide

187



Relations with suppliers

Summary of the key findings

o
BEVCORRP situation

P
Operator’s situation

-1-

Market situation

Away From Home

; Operator ID card
in the country

in the AFH Market
13.3% Share

1040 sites

+209 i
20% penetration YOY 10% of all forecourt sites

13% in volume

BEVCORP's situation

+44.4% growth in 2003
to reach 19.2% SOM

L
Category analysis

A
Consumer / Shopper

Category situation
in the market

Consumer knowledge
on the category

80% of people « Bottle Water = 2nd most
prefer to consume growing segment
water chilled of Soft Drinks after cola

Operator’s situation EI2VCIOIRP SRR

in the market

Soft Drinks
and water market

at the operator

Claims to have the largest
share of RAPLAND
forecourt
convenience market.

Share of bottled
ater consumption: 37%

54% growth forecas

385 million litres

Unit share in water: 94,
Unit share in Soft: 18,6%

« is providing consistent
volume & value uplift
as penetration
(66% up +11.4%
vs. June 2002)

Shopper knowledge
at the operator

8%

56% of consumers

States that 25% of shop
consumers
do not buy any fuel
whilst 16% arrive on foot.

potential sales

BEVCORP and
its competitors

XXYY is the

o second brand
Operator’s position

at BEVCORP

1.94% of BEV total turnover
1.72% of BEV total litrage
Profitability :

Op Result/Net Sales XXY%
(well above average)

Source: Beverage catman meeting with CRS manager, April 2003

with 15,6% market share

use only fuel and weight of purchase
t Factors (36.5Lup +6.1L
influencing purchase vs. June 2002)
Price / « Potential to attract

Convenience location

\ / Store facilities /

Consumers
& BEVCORP

more buyers

« Opportunity
to encourage
more frequent

consumption
(vs others countries)
Category situation
At the operator

Customers require
aspirational brand

« Soft Drinks = BEST 3 ™ largest category after overtaking
Confectionery in 2002 now accounts for
14% of all shop sales
« Bottled water is the fastest growing and
biggest contributor to soft Drink growth at BEST
« Grow Soft Drinks sales by £3.2 million to £26.9 mil  lion
which equates to an increase of 17%.

Figure 6.4.1: Summary of the key findings — BEST watecategory

Finally, a recommendation was proposed in a vetgiléel way, and nicely articulated
with the analytical part of the work. There agahe presentation was closed with a

summary (Figure 6.4.2):
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Summary of the recommendation

O \ Establish Soft Drinks as a Destination Category \
Q | Make the Category easy & interesting to buy |
O \ Increase penetration of Bottled Water in IMPULSE \
Core brands Incremental
. Secondary
leaders in basket spend
placement

each segment

Action Plan = Fast Lane Chiller

Source: Beverage catman meeting with CRS managers April 2003

Figure 6.4.2: Summary of the recommendation — BEST Berage category

At the end of this presentation, Nick was positowards the proposal but, above all,
he was pleased with the collaboration under way.

“BEVCORP had proved at the Brussels meeting theitliwgness to help develop BEST, these guys
now are continuing to deliver an outstanding jobtlvia precise and simple methodology, shared with

Anna in a good, collaborative way.” (Nick, CRS mager, beverage catman meeting, Rapland, April

2003)

The next steps in the process were eventually e@fia clarify an action plan with the

objective of being in the stores, ready for the Bienseason.
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Fast lane chiller program - The time table

April May June
wi w2 w3 w4 wi w2 w3 w4 W5 w1
Merchandising Unit delivery on site
Product delivery on site
Welcome pack
Site visits
Data collecting
Monthly reporting & recommendations TBC TBC TBC
Final report (Best practices)
Roll out (300 sites)

Site Visits To Be Confirmed (TBC)

1 April Week 1
2 April Week 4
3. May Week 2
4 May Week 5

Source: Beverage catman meeting with CRS managers, April 2003

Figure 6.4.3: Fast Lane Chiller (FLC) programme — BESTBeverage category

6.4.2.Preparing a test in one site

A first test shop had to be selected and a sefiexlicators had to be measured prior
to starting the operations. A milestone, callectiss 0” would serve to benchmark the
performance at the end of the operation. A sectewould include all the activities
related to the development of the chillers. A ttatelp included the ROI calculation. In
a fourth step, the involvement of the site mandget to be carefully handled. And
lastly, the results of the operation had to be ssegkboth in an economic as well as a
gualitative way. The experiment, if successful, ldobe deemed an example of a
“best practice” and it would need to be codifiedhie form of a process before being

rolled out to the other stores.
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Together with the regional managers, in May 2003sita plan was identified,
primarily because the location had great potentisd, management team was stable,
and the shop was perceived by the other shop memageone every manager would
want to imitate. A site audit was carried out, utthg a) general information: the
location, the number of customers (and their s@itveen those who only buy from
the shop only, those who only buy fuel, and those Wwuy fuel and from the shop),
the turnover, the peak hours, a map of the stQrbeberage category information, %

of shelving space dedicated to beverages, typeduofes.

Anna, in the meantime, selected the type of frithgg would be appropriate for the
fast lane of the shop. She briefed a communicaigency in order to “dress up” the
open chiller unit. Several creative ideas were pseg which finally were selected in
a collective way: operational managers, the CRSagan Anna and her counterpart

at BEVCORP had their say in the selection of th&gte
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The tool

Open MultiDeck Fridge

External Internal
Height 1740mm 1219mm
Length 890mm 830mm
Depth 659mm 480mm

Temperature
Between 5°C and 12°C

Warranty

12 months except light bulbs, smashed
doors etc.

In case of any problems contact:
H. Products Service Number:
(XXYY) 2642XXYY

Source: Anna’s file, beverage catman project, May 2003

Figure 6.4.4: Open multi deck fridge — FLC — BEST besrage category

As requested by Mike at the Brussels meetinghalinitiative should include a return
on investment calculation and should highlight theremental sales added to the
category. A simulation tool of the Return on Invesht (ROI) had been developed by
Anna and Stef. Before and after sales figures i@mecasted. It was at first agreed
that BEVCORP would contribute to paying 1/3 of tieller investment and BEST,
the remaining 2/3. But, after discussions and ko account that the chiller would
most probably be shared with other suppliers, BER®Osuggested that the
investment of the chiller should be syndicated, cwhiwas agreed by Anna.
Consequently, BEST agreed to pay 70% of the chalfet the remaining 3 suppliers
would pay for the rest. With this combination, BE®RP and BEST had a return on
investment equal for both parties. The followingufie (figure 6.4.5) shows the

scenarios considered to simulate the ROI. It stedsat the third scenario, where 3
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manufacturers share the chiller together, delizetevel of ROI similar for all the

actors.

Fast Lane Chiller operation — ROI Calculation

Operator : BEST RAPLAND

) . Product Fridge Fridge | Fridge cost RO for RO
Fridge Cost fotal cost Hypothesis increase cost to cost to to 2 other BEVCORP |for xx
BEVCORP XX suppliers
1 - The total fridge cost is split 10% £60000 T £60000 | £120000 43 3
equally between the 4 participants 20% £60000 | £ 60000 £120000 21 3
(25% each) 30% £60000 | £ 60000 £120000 14 2
! 2-50% of the fridge cost paid b, 10% £40000 | £120000( £80000 28 12
£1200 (stancard » branding * | ¢ 240000| xx and the romaining 50% s Splt|_20% | £40000 | £120000] £80000 14 6
elivery) equally between the three 30% | £40000 | £120000| £80000 9 4
3 - 70% of the fridge cost paid by 10% £24000 | £168000 £48000 17 16
XX and the remaining 30% split 20% £24000 | £168000 £48000 9 8
equally between the three 30% £24000 | £168000 £48000 6 5
For information _ ROl equal for both parties
Total cost of the test £35 155
Creation of the toolbox £4 690
Agency Fee £25 625
Mission costs (visits, ...) £16 535
Total Cost of the roll out £46 850

Source: Anna’s file, beverage catman project, 2003

Figure 6.4.5: Fast Lane Chiller (FLC) operations — R@calculation

After having agreed the site selection, the typelofier that would be used and the
syndication principle that would serve as a bass the return calculation, a
presentation kit was finally developed to ensure gtte owner’s full involvement. In
particular, this kit detailed precisely the projeajectives, the key facts of the
products and brands that would be displayed inctiier, the planogram that had
been agreed upon with suppliers of the major beesegments. The number of
facings had been split equally between the thrgmplgrs using vertical blocking.
Two management and reporting documents were as$ohdited: the stock follow up

sheet to make sure that there will be no out-ofistand the data analysis format, that
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will serve to prove the efficiency of the fast ladkiller initiative. The marketing
program was then ready for implementation. Evenghias put in place at the right

time and two months later, the management teanreaaly to assess the results.

6.4.3.Analysing the business results

After 2 months of implementation, a debrief wasamiged with Stef, Anna, the retail
and CRS managers of BEST in Rapland, and Mike ftben European Marketing
Development department, who had been specificalligad to review the first project
to deliver results after the Brussels meeting. Thasults proved spectacular; the
weather had not particularly been favourable, is wat the summer season, and yet

the water category had grown 78% in turnover.

FAST LANE CHILLER
Petrol Station, BEST, RAPLAND

Context

* 57% of people do not buy food products when using a petrol forecourt

Objectives

* To develop incremental impulse business on the Non-Alcoholic drinks category
e To incite the 57% of people who buy only fuel to make an impulse purchase

Mechanism

e Multiple Siting

e Front of store/Fast lane location

e Permanent fixture & controlled planogram

e Syndication with other suppliers therefore lower cost investment

Results (Weekly Average)

April May Evol

Roll Out

Water Volume (Units) 485 887 +83%
In process to be

Drinks Category Volume (Units) 1819 2977 +64% rolled out
Water Turnover (£) 385 684 +78% } .
Drinks Category Turnover (£) 1613 2582 +60% POtentlaI Sltes
Transactions +44% 300 sites

Figure 6.4.6: FLC operation summary — BEST — Beverageategory
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After an initial congratulatory phase, the seni@nagement of Rapland immediately
asked to see more details. Stef and Anna, whas$ettvo members of the same team,
had prepared detailed arguments to show that ti®bgtategory had grown (figures
6.4.7 to 6.4.11), which was one of the key poingglighted by Mike in Brussels. The
following charts show how the arguments were hoiladdress issues that Stef and
Anna had anticipated, based on the comments Mikk rhade previously: since
BEVCORP is the partner who has built this initiatiwith us, have they gained more

than their syndicated partners?

Fast Lane Chiller SKUs Shop unit sales evolution with Meal Deal

1000 -
300 1 29  |+72%
800 -

700

600 + +396%

Unit Growth Ranking

500

1. BEVCORP - 314

400 4 2. SUPPLIER 2 - 231

- +206% 3. SUPPLIER 3 - 96
SUPPLIER 3 133
467

200 1suppLiER 2

100+ BEVCORP 153

a T s
Feb/tdarch Weekly Average week 1-3 average with meal deal

Comments
e In terms of percentage increase, Supplier 2 products are driving Fast Lane Chiller category
e In terms of unit growth BEVCORP is leading the category

Source: Fast Lane Chiller Initiative, Test results, June 2003

Figure 6.4.7: FLC Test results analysis 1 — BEST — Benagle category
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Have they achieved this growth at the expenseeb#tk fridge?

Share of Turnover : Fast Lane Chiller/Back Chiller/Meal Deal
£350 -

£300
45% 26%

£280 A

£200 A

£150 - 54%

£100 4 55%

£50 29% 46%

£0

BEVCORP SUPPLIER 2 SUPPLIER 3
EFLC only mMeal Deal OBack Chiller

Comments

« Bringing products to the front of the shop, eitheingshe Fast Lane Chiller or the open sandwich chiiéfects
negatively back chiller sales but effects very posltithe sales of whole category.

Source: Fast Lane Chiller Initiative, Test results, June 2003

Figure 6.4.8: FLC Test results analysis 2 — BEST — Bawage category

Is there going to be a decline in the popularityg &éime efficiency of the fast lane

chiller over time?

Efficiency of the Fast Lane Chiller in the Long Term

500 -

500 4 SUPPLIER 3

400 4 SUPPLIER 2

300 -

200 4 BEVCORP
b beel  27d  pro|  [27g)

100 { P2 197, 191

week1 week2 week3 weekd weekd weekB week7 week®

Comments

« The units sold in the Fast Lane Chiller has grown weexeek ana evoivea by 68% since the start of the Téwirefore,
there is no decline in the popularity and the efficien€the Fast Lane Chiller.

« An average of 64 bottles are sold from the chillerrgstay.

Source: Fast Lane Chiller Initiative, Test results, June 2003

Figure 6.4.9: FLC Test results analysis 3 — BEST — Benagle category
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What are the top ranking SKU’s?

Top 10 Ranking — Turnover direct from the Chiller

a0 (Average over 8 weeks)
19% 18%
[ B BRAND NO. OF FACINGS % SHARE OF SALES
60 4
SUPPLIER 1 15 28
10% 10%
40 4 68 10%
70
ol 8% 7%
12
39 38 36 6%
20 4
10 4 2%
i . . . T T .
SKU 1 SKU 2 SKU3  sku4 SKU 5 SKU 6 SKU7 SKU8 SKU 9 SKU 10
BEVCORP BEVCORP SUPPLIER BEVCORP SUPPLIER SUPPLIER SUPPLIEI SUPPLIER SUPPLIER  BEVCORP
1 1 1 2 2 2
Comments

* 80% of the units sold are made up of the first 6 brads

« Brand split narrower than units sold ranking due to lower prices of water products compared to other
categories (reflected in the share of sales).

Source: Fast Lane Chiller Initiative, Test results, June 2003

Figure 6.4.10: FLC Test results analysis 4 — BEST — Berage category

Had the fast lane initiative had any impact onatgcent categories?

Turnover Evolution of Other Categories

£33500 4
£776 +64% Savoury
£3000 -
£2 500 -
£1033 +47%  Confectionary
£2000 4 £472
1 500 4 +262% Ice Cream
£1000 4
+45% Chocolate
£500 4
£0 4

FebMarch YWeekly Average Wigek 1-8 average

Echocolate @ice cream Oconfectionary O savoury

Source: Fast Lane Chiller Initiative, Test results, June 2003

Figure 6.4.11: FLC Test results analysis 5 — BEST — Berage category
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Commenting on the results, Mike had to recognise:

“This is a success! First, the methodology is s@arous that the results cannot be debated on
judgemental grounds only. This is a major changd;we think of the time where the only valid
argument was “believe me, it works. | have beentlie field 15 years”. Secondly, business is there.
Thirdly, we have big numbers and a business casshow to all the affiliates. Fourthly, it shows tha
we have a lot to gain from a positive collaboratiavith suppliers.” (Mike, EMD, Fast lane chiller

initiative, test results debrief meeting, Raplantijne 2003 )

The CRS manager of Rapland commented on the raaudtgjuite different way. In
fact, he was not interested in the way the redwis been achieved. He was rather

pragmatic and only looked at the outcome:

“With the resources we have put into this operatiome can be happy that the operation is a success.
What counts is that we have found a way to boodesaand therefore to deliver our budget.” (Nick,
CRS director of Rapland, Fast lane chiller initiate, test results debrief meeting, Rapland, June

2003)

The retail director spotted one important aspect:

“Sure, we have a good result even in terms of retud like the idea that we measure our
performance against the means that have been engamad this has been closely managed. We have
to build on the resources that can be dedicatedlsy suppliers and | suggest that this should be the
one important criterion to use when listing the mtacts of the manufacturers. | give my go ahead for
the roll out of this initiative.” (Bill, retail director of Rapland, Fast lane chiller initiative, tesesults

debrief meeting, Rapland, June 2003 )
Mike, who was in charge of spreading category mamagt initiatives across Europe,
was very excited:

“We have to find ways of replicating this experiemdén as many countries as possible. The idea of
implementing fast lane chillers is interesting, bitt only applies to the beverage category. What is

even more interesting is the way the project wan,rand this can be applied to all businesses with a
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major suppliers”. (Mike, EMD, Fast lane chiller iriative, test results debrief meeting, Rapland,

June 2003)

The roll out of the project to nearly 80 stores ouiBOO potential ones was decided at
the end of the test results debriefing meeting. ifhglementation occurred with a
high level of involvement of the regional directomistrict managers and store
managers. The operation was a real success throutie Summer. Anna became a
fan of collaborative processes, and in particutzr,the work with BEVCORP.
Globally, she became convinced that this processldibe extended to all suppliers:
“We learned a lot from their expertise. Not only dbey know the category better than we do, but
what is more, they bring us well-tested methodoémyas well as great ways of presenting things. It

helped us to get the go ahead from the managemef#rina, Beverage category manager, Rapland,

internal meeting, later in the season 2003)

6.4.4.Deploying fast lane chillers in Discoland

Early in the summer 2003, a meeting with suppheas held in Discoland to prepare
the categories reviews planned for October. Thpgse of these reviews was to share
visions of the markets amongst BEST and its supplidt a preliminary stage, in
July, the category managers wanted to agree weél gartners on the information
that would be shared to carry a comprehensive sisalgf the markets: market
tendencies, internal sales at BEST, the sharesofdhious competitors, etc.

Contrary to the general claim that category managgninvolves working in a
collaborative way and open books, managers in [ascdowere not in favour of
disclosing their sales statistics to suppliers wievitably would use them with their
other petrol station clients. Confidentiality was &sue, but power games were

another. As the negotiations were to start in Catobiscoland managers were not so
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keen to share information that would give argumdntshe manufacturers. They
thought that if the suppliers had a clear view et business position, of their
competitiveness, in the BEST network, they would o their benefit. Conversely,
if the information was kept secret and was suppinetiits and pieces, BEST could
turn the negotiations to its advantage. As no paxéted for the petrol station
channel, sales information was deemed to be semsiformation. So long as a
certain degree of information asymmetry was in @ldbe negotiation game could be
played, so BEST’s Discoland senior managers thoughhe opening of the category
review preparation meeting, the atmosphere wagtenghe supplier's side because
the key account was extremely unhappy:

“We were present at the meeting in Brussels wheoe glaimed your intention to implement category
management. We were invited there, and your sem@nagement said that BEST would build a real
partnership with the organisation it had selecteardugh a stringent qualification process. You now
call us category captain, we are about to prepaategory reviews, which we are supposed to develop

in a collaborative way, and you don't want to shargur internal data. This is nonsense!”

(BEVCORP KAM, Category reviews preparation meetimjscoland, July 2003)

Changing the subject, but reacting in the same, tdoe, beverage category manager
at Discoland, expressed his feelings:
“We are here to share experiences of category masragnt, which is the way all of us would like to

work. Could you tell me more about these fast-lackillers we were asked to implement?” (Joe,

beverage category manager, Category reviews prejaraneeting, Discoland, July 2003)

BEVCORP’s key account manager was as surprisedeas/ds upset. He discovered,
during this meeting, that BEVCORP’s CEO, playedf gath Howard, the head of
Refinery and Retail at BEST. These meetings weréedanternally “SAMSs”:

“Sunday Afternoon Meetings”. BEVCORP’s CEO, who haehrd of the initiative
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carried out in Discoland had suggested to Howaatl ttheir companies would be able
to take great advantage of the very hot Summermnseahould they implement fast
lane chillers in every major petrol station in Bueolt was agreed between them that
chillers would be installed on the way to the mill50 major highway petrol stations
and in numerous sites on the major roads to holrdagrts, in Discoland. The two
senior managers had given instructions to theimge# implement this program
straight away.

Technically, the implementation of such chillerguged some work on the sites. The
electricity and water supplies, needed for thestatlation, were not available at the
place designated for their operation next to the fThe consequence of this decision
was very significant: store managers would haveea with equipment work during
the peak season, and this was difficult to carrywith the many Summer holiday
clients on the shop floor.

To the local CM in Discoland, this request was @asuit, a tricky power game that
flew in the face of the collaborative climate thaas being fostered with every
supplier. Of course, great results were promiseBBYCORP which no one doubted,
given the exceptionally hot season. But the spdedhich everything had to be
executed was worrying. For example, and referrinthe process that had been used
in Rapland, the preliminary work needed to enuecthe status O against which the
performance of the operation would be measureashfsurvey, situation analysis and
SO0 on - was necessarily going to be slapdash Wdr&.performance culture that was
being encouraged included the request to measuie Ri3 last condition was no
longer respected.

Joe was keen to define precisely what the causdawasgiven success or failure. He

felt that the current situation was embarrassing.al$o felt that the fast lane chiller

201



Relations with suppliers

operation was being imposed on everyone. He digafit to be part of such a project
because he would have to deal personally with ébbricians, the district managers
and the shop managers. He knew that everyone vibeufdrious, particularly because
he had insisted these last few months with alldtieer CMs, on the importance of
building a positive, collaborative atmosphere wiguppliers. The category
management team felt this initiative was treachergl were not sure whether Mike
had been taken advantage of, or whether he wasifeor of this diktat. As a
reaction, no one wanted to hear about partnerstmpsnore.

The recommendation from Howard was more of an otban an option. BEST
managers had no choice but to implement Howardjsest. BEVCORP sales force
visited the stores, technical work started, produgiementation was in motion and a
picture was sent through mobile phones to certifjt the point of sale conformed to
the agreed contract. Using every possible trickeBist this imposition, the fast lane
chillers were installed in a few stores, enougprtwve that the order had been carried
out. The operation seemed to be a success fromsiadss point of view, so the
BEVCORP KAM commented at the end of the season.nButal measures could be
benchmarked against a “status 0” situation. Onahe hand, it was clear that the
secondary placement generated in front of thewitisld help to sell more, but it was
uncertain whether this was achieved at the expehdbe back chillers, or if the
results were due to the high temperatures duriag3mmer. The only certainty was

that everyone had reluctantly complied with theringions from top management.

Later that Summer, the senior management of BESiofeuasked the network

managers officially to share their figures with theppliers, qualified as category

partners. In return, it was expected that the sepplwould provide BEST with
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market data. Reluctantly, Joe, from Discoland, endered his sales figures for the
beverage category. In fact, the data was aggregatsdch a way that the beverage
suppliers, including BEVCORP, could not work ouyatata at an SKU level. After
Joe had given his data, the supplier on its side egaally reluctant to share its panel
data, claiming that many colleagues were on holidag got the impression that this
was a false excuse. As he told some colleagues:

“The Summer holiday story is not the point. | havthe impression that BEVCORP has no

appropriate market data for the petrol stations.Jde, Beverage category manager, Discoland,,

internal meeting, August 2003)

And he concluded

“This Summer has ruined a year work to build trusand confidence between us and the

manufacturers.” (Joe, Beverage category managers@iland, internal meeting, August 2003)

6.5. Conclusions

Within two years, BEST had changed its ways of waykwith the suppliers in a
dramatic way. In 2004, it was no longer passive iwfaxing suppliers’ proposals.
They were anymore in a situation where they couily say “yes” or “no” to
suppliers’ proposals without being able to linkrth& precise objectives. Thanks to
the implementation of category management’s priasipthe company was now able
to challenge their views, to qualify their role, égpect additional margin points for
services rendered, etc. Category management sewean instrument to qualify
suppliers Not every supplier could keep pace whis tchange. Some became
progressively disqualified from being category eapg and sometimes, it was felt,

they were no longer compatible with the ways of ki at BEST and therefore
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should be deprioritized, if not delisted. The produhat found their way to the stores
were now selected according to a series of filtelhgch impacted upon the buyer
selection and thus the product markets. A systeraxperimentation was proposed
with rather complex calculations designed to testresult of any marketing initiative,
the FLC operation being one of them. Before takemyy decision, a precise
measurement system was implemented to ensurehbatesults could be properly
analysed. In other words, an experimentation pata@s proposed that included a
scenario with precise results calculated to speaklltthe questions that could be
raised. However, as the case has shown, variogipretations were made to draw the
action implications that should follow from thesdaulations.

From this standpoint, the existence of categoryagars was no longer questioned.
They were an integral part of the structure, thamktpart in European meetings, they
ran the negotiations with the suppliers where thegerated new initiatives which
were often innovative, such as in the case of @ programme. Whether they used
the principles of category management to the lettenot was open to question. For
example, cooperation with suppliers was sometineggd kb a minimum because of
confidentiality arguments as in the case of Distdlalrhe market reviews were still
difficult to establish in a number of product caiegs. However CMs had found an
alternative to define the status analysis based grecise internal sales analysis.
Opportunities could nevertheless be identifiedahy case, they had integrated the
idea of building arguments based on facts, ofrigdtiefore rolling out and of building
new data factories through the collection of dethitesults, carefully analysed to
check what cause generated what effect. In moshtaes, clear objectives were

defined and measured before and after each ingiati the stores. One generic idea
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was now established: performance could not just beatter of a judgement based on
impressions from the field.

The introduction of category management has haeffaot on the managers of BEST
in charge of markets. It has impacted the relatiite suppliers and consequently
their brands and products made (or not) availatlecednsumers to buy in the shops.
And category management itself has also been dyramgdified in terms of its
procedures though not its principles.

The next chapter will continue this discussion aaglain how the now well-
established category managers, changed their wayegotiating with Non-Alcoholic

Beverages (NABs) suppliers, in the context of tharly negotiation rounds.
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Chapter 7. Yearly negotiations

7.1. Introduction

In this chapter, | will document the work of categananagers(CMs) in their
relationship to suppliers after the implementatbbrcategory management. This topic
is important to our understanding of market shapasgit has a strong impact on the
offers which will be available for consumers to bidanufacturers and retailers have
a lot of opportunities to meet and share their gi@vout the on-going business. Short
on the spot meetings can be organized at any brnselve operational issues, such as
out-of-stocks or delivery matters. The implemewtatof sales activation devices is
another one, such as in the case of the fast lailercoperation. However, yearly
negotiations are planned in a much more structway. A three month process,
starting in October and finishing at the end of ®&uaber, is needed for a retailer to
finalize contracts with manufacturers which willogide a frame to the relationship
for the forthcoming year.

This process usually comprises three rounds. Teg @ialled “market review”, takes
place in October. This type of meeting is prepaadier in July as exemplified in the
previous chapter. The size and the dynamics ofntheet, the performance of the
major players and prospects for the future areyapdl At the second round in
November, the analysis of the market trends is sanzed, innovations are proposed
and the assortment that the retailer will wantdois finalized. This round is called
“assortment review”. Finally, in December, salesditons are defined, as well as

contingent incentives to implement marketing adiofoverriders). This is the
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“conditions and overriders round”. In the case ohMlcoholic Beverages, which is a
highly seasonal market, a fourth meeting can td&eepto adjust marketing strategies
in May, before the peak of the Summer season.

In the account presented in the first section, Il describe how suppliers tried to
impose their views of the market on the retaileéhus review the arguments presented
by the manufacturers during these three rounds Qivie more emphasis to the first
meeting, as it is the one where suppliers try tlwstnto influence the shape of the
markets they are dealing with.

In the second section, | will share with the reaidéernal discussions that occurred
within BEST about the services the company coufdrab its suppliers in order to
gain extra margin points. We will see how BEST #igantly tried to change the aims
of its negotiations with suppliers. Instead of Hiny its business results through
commercial margins (i.e. difference between theclpase and selling price), BEST
managers in Groveland looked at systems to capgwperative budgets from their
suppliers. The purchase of products, beverageshis dase, is but one of the

ingredients of these more complex negotiations eet\BEST and its suppliers.

7.2. Category reviews

Category reviews form the first step of the yeawbgotiations. The focal retailer
representatives listen to the presentations madindkey account managers of the
manufacturers and detailed discussions are podponél the second and third
rounds. The communication at this stage is largeigirectional, except for requests
for clarification to better understand figures drehds. The October market reviews

last three days. Three manufacturers are invited tavo hour meeting every day.
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As far as the NAB category is concerned, it is ingoat to stress at the outset that the
category covers many different products. Manufaetiinclude in this category a
variety of different products (e.g. colas, juicesters) and their offer may address
only a few or many subcategories. Manufacturersehaws different stakes in the
overall NAB market and take different views on 8teicture and likely evolution of
the market as well as on how the category shoulddgenented and product offers
qualified. In this section, | will review the keygaiments presented by six suppliers of
the NAB category to understand their attempts t@pshthe outline and structure of
their respective product markets. My field notesval as PowerPoint presentations

delivered by each of the suppliers served as & basthis narrative.

7.2.1.Coca Cola

The Coca-Cola presentation started with a reviethefbackground elements with a
strong emphasis on the poor weather in the summ20@} and the number of days
with a maximum temperature above 25°C. As a resliitthe NAB subcategories
declined. Soft drinks shrank by 7.4% in value, ¢sidy 3.8%, and water by 8.2%.
Bottled water was the least performing product. Weather together with inflation
negatively affected consumption and holiday spemndivhen compared with other
FMCG categories, it appears as if soft drinks andeg did well in turnover terms,
whereas other beverages within the NAB categoriirdst sharply.

In a category that grew by 34% between 1997 and,200ca Cola’s turnover grew
by 47.2% and accounted for 71% of the category tirowhe analysis continued,
excluding bottled water, in a review of the sodgsarkling fruit beverages, teas,
tonics, lemonades, limes, sport and energy drilikappeared as if colas have had a

favourable evolution whilst all other drinks aredacline. Coca Cola featured as the
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most dynamic NAB player together with Fralib, a lgmer subsidiary. Cadbury-
Schweppes, PepsiCo and the private labels arecimde

The light subcategory is seen as very dynamic tifrout Europe. It accounts for one
third of the category growth and Coca Cola captiwexlthirds of this growth. For the
forthcoming year, the forecast is of a return towgh. Coca Cola wants to be
regarded as a socially responsible corporate alttoffers a wide choice of products
to consumers such as colas, sodas, teas, frugsjuaad light products. It provides
clear information about nutrition in its productbés (e.g. energy, proteins,
carbohydrates, fat). It promotes responsible margeby not addressing children
younger than twelve. It encourages an active waylifef through the heavy
sponsorship of sport.

A proposal explaining how each brand will contrébth category growth followed. In
relation to the light category, the cola offer waassitioned as light and intense. A
strong media plan supports the activities whichl w#& developed based on the
platform “Enjoy Light”. In the fruit segment, Fankaee targets teenagers, and a Sprite
Free will be launched. Minute Maid, is positionexdaabreakfast, fresh fruit beverage
with low calorie content (<20 Kcal). Powerade iseaharger, a rehydration beverage
for endurance. Burn, an energy drink, doesn’t makg mention of sugar in its

communication.

7.2.2.Karlsbrau

The beer company started with an explanation obtigin and the content of energy
drinks. Created in Asia, but made popular in Eurbpean Austrian company called
Red Bull, energy drinks foster “physical and irgetual endurance”. The mix of fast
and slow sugar acts like fuel to the body whilsargmma and caffeine stimulate the

heart. Because taurine, a common ingredient in -béjfeine energy drinks, is
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forbidden and caffeine content is limited in thensomarkets, Red Bull was unable to
launch its products in the early 1990s. Only regerttas Karlsbral, launched an
energy drink that conforms to local legal norms.

Dark Dog is now leading the energy drink marketisTdeverage targets young adults,
namely the large cohort of clubbers who consumegendrinks with alcohol. The
success of Dark Dog has attracted other playeleuttch their own brands- e.g. Burn
from Coca-Cola, X from Pepsi. The presenter themged on all the events Dark Dog
is organizing to stimulate demand - e.g. night ctldmos, sports events. The
recommendation of the manufacturer is that the ywbdhould be displayed next to
Coca Cola, which has proved to be the shelf paositiat generates the best turnover.
The presentation of figures focused exclusivelyd@iribution channels and weekly

average sales per channel.

7.2.3.Lipton

As in most other presentations, Lipton started vaitheference to the 2004 summer
weather. A weather index showed 88.8 in July 200dmposed to 131.8 in July 2003.
Bad weather appears to explain the poor salesefigiar the soft drinks subcategory,
a 2 % drop in value. Among the soft drink segmetaas did well - a lesser growth

than the colas or sparkling fruit beverages butwuchmhigher growth than the still

fruit, the lime and limos or tonics. Consideringe tivhole category, Lipton is the

second best performing brand far behind Coca Caftal leading a group of

challengers, namely Orangina, Oasis, Fanta, Peipsan is the leader of the chilled

teas subcategory.

The second part of the presentation focused ondbstmategies (Lipton Ice Tea and
Lipton Aquae) which underlie a move towards natunahblthier products. Tea is seen

as an exemplar of this trend. It is authentic, desh’'t contain colorants or
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preservatives, it is flavoured with fruits and tfight range contains 20% less sugar
than the average soft drink. The first brand, Liptoe Tea, is positioned in between
two poles: the indulgence pole with fruity flavou¢peach, mango, lemon and
raspberry) and the well-being pole with a naturakg tea and light products.

The Lipton team highlighted a new market opportyrat vitality drink belonging to
the well-being pole. This product is a red teadred with guarana and spices. The
second brand, Lipton Aquae, is qualified as a “fiomal” flavoured water by the
market research company A. C. Nielsen. Taillefl@entrex and Aquae belong to this
small sub-category. Aquae plays on obesity concant reminds consumers that
flavoured waters usually contain added sugar. Thosigeet, Aquae only contains
sugar from fruit juice. One litre of Aquae has g@me sugar content as one apple,

proclaims the advertising. The benefit “No added&uis stressed on the packaging.

7.2.4.0rangina Schweppes (OS)

Orangina’s presentation advances a novel explan&iothe sales decline: the hard
discounters were becoming stronger and pullingniheket towards cheaper products.
Despite successful innovations, the decline of skendard brands could not be
arrested. A market analysis was performed fordafiks, ambient juices and waters.
The light market warranted a focused analysis. féweetration rate of the category
moved up from 35.9% in 2002 to 41.5% in 2003. Sanmpgly, the total light market
didn’t include flavoured waters. Only four manufaers were included in the
analysis: Coca Cola, Fralib (Unilever), Pepsi Cd &rangina Schweppes. OS was
presented as the leader of the non-cola soft drimkd diet market, although
distributor own brands were growing fast. The gpedormance of OS was explained

by the strength of innovations and the quality lué advertising. Millward Brown
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Link™ test results were used to support this clawareness and persuasion indices
were mentioned and claimed to outperform the inghusterage.

OS suggested that the current category segment@&iciono technically-minded.
Consumers do not understand conventional termimedodghey do not buy a “non

sparkling fruit beverage” “a concentrate basedtfjuice” or a “fizzy flavoured
water”. This segmentation, the manufacturer argadeesn’t reflect how consumers
choose and buy their products. Therefore, furtiesearch should be carried out to
better understand how consumers behave at the pbisale. This research should
help identify latent needs, category growth argad aelp manufacturers “optimize”
their product range. Mineral waters, however, stidad excluded from the research.
The proposed segmentation suggests six cluste®y flavoured beverages, light
fizzy beverages / fun indulgence, still beveragdsr/ indulgence, still beverages /
healthy indulgence, natural fruit juices, and flakexd waters. The weight of the
different clusters, in turnover terms, is displayed flavoured waters appear to be
insignificant. With this new segmentation, OS cev8b % of the universe, is leader
in two segments, number two in two others, and @lehger in the last two. The
brand portfolio is evenly spread across the differeegments and each brand is
positioned as central in each cluster. The actian phat follows uses this structure

and proposes that merchandising strategies showalkle nuse of this new, more

meaningful categorization logic.

7.2.5.The Sunny Delight Beverage Company

This company, which used to belong to Procter & Blams now part of the portfolio
of the private equity firm J.W. Childs AssociateBhe market is described as
declining. The justification for this decline isdsal on poor weather and the lack of

innovation in the fruit-based chilled beveragesm@etition from the non-chilled

212



Yearly negotiations

beverages (e.g. flavoured waters, tea based besgrags also cited as a factor for
this decline. Sunny Delight is an important playerts segment, behind Tropicana
but ahead of Danao.

Sunny Delight analyzed its re-launch. With a betésipe, the fruit juice content was
increased from 5% to 11% allowing a vitamin C rtignal claim, according to local
legislation. The re-launch included additional &t&eeping units (SKUs): one with
no added sugar to address the obesity concermramavith seasonal fruit variants to
ensure taste variety. The justification for thispasitioning is presented on a matrix
plotting healthy against “cool” benefits. Whereae juices, Danao, and flavoured
waters are in the “healthy / non-cool” quadrang ®odas, Orangina and Sunny
Delight belong to the “cool / non-healthy” quadrant

The intention of Sunny Delight’s repositioning asrhove towards the “cool / healthy”
guadrant. The aim is to become subcategory leadbmvihree years backed up by
the high impact of the new packaging as well asvheaedia and promotional

support.

7.2.6.Nestlé Waters

The presentation started with a reminder of Nebti#gnds and continued with a
synthesis of key market trends. In the context goar summer, the results show
variations in volume and value as well as the diffé evolution for each subcategory.
The flavoured waters are the most dynamic subcagegith a growth trend of 1.9%
in a declining (— 8.2%) market.

The trend is explained by the offer at the intetisecof two needs: the sodas and
juices which reflect indulgence and fun but arensg® unhealthy, and the still waters
which are seen as thirst- quenching and healthydblit The flavoured waters are

positioned as more fun than water and healthier sualas. Nestlé recognizes that the
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flavoured waters are getting closer to the sodak st drinks in terms of market
positioning. They now form a full subcategory arbid not be seen submerged
within the waters category.

The drivers for growth were reviewed with a focusassortment, advertising support
and innovation. The key performance indicators wire number of SKUs, the
turnover per SKU, the share of assortment, theesbiashelf space and the ranking of
the SKUs. The implicit logic is that all the SKU$ @ brand should be top sellers,
delivering a high turnover per unit and per squaetre of sales floor. The usual logic
is that one new SKU in, should generate one SKU within any one subcategory.
These measures help to compare Nestlé brands thigh water brands, but also with
sodas, fruit beverages and colas.

Regarding the action plan for the forthcoming yddestlé proposed a range of
innovation in the flavoured waters subcategory. Keg arguments were based on
health concerns. Soft drinks were strongly crigcizoy the medical profession that
recommends a much lower intake of sugar for childaed adults. Perrier Fluo was
the answer for adults, Vittel strawberry, peach apgle, for the family, and Vitalos
was the proposal for children. A new measure wapgsed, a scale of sugar content.
It didn’t come as a surprise to see flavoured vgatgpear as the best performing
items on this scale, especially when pitted agaioksts, sodas and fruit beverages.
The sugar content should be measured in gramstigerthe presence of preservatives
should be identified and the sweetener, if preseamed. In short, further chances
should be given to flavoured waters because thigy afore fun and indulgence than
still water and are healthier than sodas or cdils.corollary is that SKUs from colas

and sodas subcategories should be reduced if thileravants to align itself with the
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market. These items should be replaced with flaadwraters, and preferably with

ones from the world leader, Nestlé.

7.2.7.Danone Waters

This presentation started with an overview of thetdrs that have affected the market
in the past year. A climate of crisis is describkdsed on research contained in a
report, Trend Observer, from the market researchpamy Ipsos. The poor weather is
just one of the factors that accounts for the doanawconsumption trends. Fears of
bird flu, the Iraq war, the unfavourable economimate in Europe, the dangers of
overconsumption of alcohol and tobacco and concertis obesity, are identified as
trends.

In this context, water is presented as a subcatelgased on traditional values and
seen as safe. The message is reassuring: the gdodnpance of the main SKUs in
the mineral water range comes as no surprise. THwoured waters prop up this
particularly dynamic subcategory. The good perforceaof the range is described
with panel and weekly sales rotation figures. Esemaive observer would be able to
immediately spot which SKUs should be eliminateahfrthe retailer’'s assortment. A
financial logic underpinned this appeal to the itetafocus your scarce resources
(shelf space and promotional support) on the prsdtitat perform best and your
return on assets will improve. The assortment remendation is supported by the
outputs of a software package that compares therpgnce of different types of
stores. The outstanding shops are those that hpiimiped their assortment. A
simulation tool using this database, calculatesttimeover, margin and return that

would result if the retailer implements these repmndations.

When leaving the two days of market reviews, thesGére very impressed:
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“We have at last received presentations from the@gliers with a serious marketing content. There is
a clear diagnosis, the recommendations are mostigreed with the analysis and we have a good
basis to start the formulation of our strategy.” édnifer, category manager Beverages, Rockland,

October 2004)

But some were confused too:

“There is no unified view of any market. | cannotike the data of Nestle and compare it to that of
Danone Waters. | can't do it either with Coca Cotat Pepsico. There are no two companies that view
the market the same way. How can we get anythiragted?” (Chris, category manager Fresh Food,

Rockland, October 2004)

In fact, it appeared to the BEST participants gsthmeetings that the category stories
were not consistent across suppliers. No two mahwufars referred to the same set of
data, making it very difficult to compare figures.table could be drawn to identify
what brand is playing on what segment (see figuely but in any case, a further
analysis would be needed for the CMs to gain irisigfio their product categories and

build their own convictions about the trends.
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Figure 7.2.1: Market segments, suppliers and theiprands

7.3. Negotiating services: cooperative budget

In the same year 2004, an interesting initiativaktplace in Groveland which showed

a significant evolution in the ways of working wittuppliers and generating extra
revenues. This story is indicative of the ways BESWanagers prepared themselves
to request better sales conditions from their seppl The idea developed by one of
the category managers, Steven, was used in theerthiind of the yearly negotiation

process. To understand how this initiative emergesl need to understand some of
the key characteristics of the network in Grovelartds network can be characterized
by its high level of standardization. It is one tbe few countries where a large
number of stations have been built in green figiesswith an in-depth understanding

of the location, the architecture of the builditige selection of the furniture and so
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on. It is also a country with a limited number tdt®ons (seventy four) all belonging
to the same generation of stores.

The description of the network was easy to perfand some features were stored in
a database at headquarters. The descriptors teatauid find were until now, rather
limited. Only simple items such as the address, pghene number, the manager’s
name, and a technical plan of the site were availaBecause the network was
standardized, category managers had an easy jakdieg the implementation of the
product assortment on the shelves. They knew migcighat furniture was available
in what store and what their size was. Consequerglyplanogram could be

implemented exactly as drawn on the plan.

7.3.1.Creating a centralized reporting system

Steven was hired by BEST Groveland in January 28@#r a technical university
education, he was recruited to be a CM fresh frastege. When joining the
company, Steven first spent a few months in thiel,fias the assistant of a district
manager. Thanks to the time he spent in the sitio& managed to become a close
colleague of most of the station managers andhaltlistrict managers. While working
in the field, Steven had drawn a plan of all tretishs on an Excel spreadsheet with
the location of all the shelves and had collectedeatensive series of pictures
representing all the areas of each station. Tonizgahis data, he had created a simple
database. The user interface that he had desigag@ wery convenient one; a map of
the country was drawn up with all the 74 petrotistes. A simple click on one of the
petrol station spots would give access to all th&its of the store drawn from the
central database. But his original contribution wa$ave built a similar system for

in-store: a simple click on one of the store magaarwould open a window with the
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picture of the shelf, the list of the products, dinel sales performance of the previous
month.

When he came back to headquarters, he sketchexhdased on his competences in
computer modelling, something he enjoyed. He wawioged that a network could
easily be managed at a distance if a database dmuldet up with marketing
information such as that which he had crafted, eoted to a product and suppliers’
data bank. This would allow access to a physicdl laumsiness picture of each of the
stores. With 74 stores only, he thought it showdgbssible to get an updated plan for
each station very quickly.

In his daily work as a CM for fresh food, Stevendhi@ develop promotional
activities. In the process of implementation, hd k@ explain to the field managers
what product should be displayed where and howhiétfirst regional meeting, he
presented and handed out to the field managersatigional paper material with all
the instructions of what needed to be done inhal gtores. Steven handed the field
managers a digital camera and a CD containing akwdectronic reports and
explained:

“Once the promotional display is in place and théedf reorganized, please take a picture of the
result, place it in this file, type in this box theame of the store and the date when you perfodme

this job, and send the file to my email addressrgv@vening together with your daily report. (Steyen

fresh food category manager, regional meeting, Rapd, September 2004)

The reaction of the district managers was verytp@siAll of them knew Steven well

from the time he had been in the field, and thkgdihis courteous, direct style. The
reaction of the regional manager however, was aqiasitive because he perceived
Steven’s initiative as an intrusion in his managetand reporting system. Though

not expressing it directly, he gave the impressiat he was asking himself: “How
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can a young guy, new to the company, allocate teygptasks without the full consent
of his senior management?”

Steven explained why he would need this informatide had set up an agreement
with a cheese manufacturer that the promotion wiiehhad negotiated would be
implemented in the stores in record time. In otherds, he had been able to capture
an additional promotional margin point with the @argent that the promotion planned
for his stores would be implemented one week sotirear in any other petrol station
company. The benefit for the manufacturer was almidn the same commercial
cycle, his supplier would have an additional wekkftective promotional sales.
Steven was not sure how he could demonstrate tentabes of speed of execution,
until he decided to implement the system he hadighb of when he moved to
headquarters, after his period in the field. He w@svinced that this type of system
would create a competitive advantage versus ther gibtrol station companies in the
country. Despite not having validated the reporpngcess with the regional manager,
the team decided to put it into action. The fieldmagers did it more for the sake of
their friendship with Steven rather than a conwictithat it would change the
performance of the promotion. In fact, such a repgrsystem would have been
rejected had it been introduced by the hierarchi@hagement, as Steven commented
during the coffee break.

The week later, Steven started to receive the da&pports with pictures and the
gualitative information he had requested from tiridt managers. On day 1, he
could say that 20 % of the stores had been equippidthe promotional material.
And because he kept an eye on sales performanceouié even say that he had
equipped 20% of the stores that usually make 65%eo$ales of the category. On day

3, the reports helped him measure a 45% equipnmepioygiment rate in the network
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covering the stores which usually made up 75% eftthhnover. And on day 5, he
could measure what panellists call a numerical fghted distribution of 85/95.
Steven had not totally won his challenge but hddtoall his supplier saying that the
promotion had been implemented in 85% of the shepresenting 95% of the regular
sales.

Thanks to the results of this experiment, Steveth b@en able to suggest that the
speed of the implementation was an important me&ied he could prove with
pictures received from the field managers what risult of the implementation

looked like.

The result of this initiative became known immeelatoy everyone in the subsidiary.
CMs, but also the regional directors wanted to reoeess to the tool, each one for his
own reasons. The CMs wanted to be able to delivaifes diffusion curves for their
own initiatives. The regional directors found tleeltuseful to control the activity of
their district managers. A picture, they said, &gebbuder than any tabled report
claiming that this or that task had been completda: cheese supplier also thought
this system was great. For the first time, the &egount of the supplier could confirm
that BEST was able to have control over what hapgen its network in real time.
And during the discussion, Steven observed thatcomdd not claim any longer that
the results of a promotion were not good becausexlecution was poor:

“One could measure the impact of the promotion oales without endless discussions to debate the

argument that ‘the result are not as good as thdysld be because the promo has not been fully

implemented”. (Steven, fresh food category manageternal meeting, Rapland, September 2004)
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7.3.2.Building a service for the suppliers

Gordon, the retail director of Groveland and Aldre CRS director, soon reached the
conclusion that Steven’s hand-crafted system cbelgpushed to another level. The
two of them knew from their involvement in Europgamojects that a new integrated
Information System, OSIRIS, was being developed Mhmanager from Groveland
was not part of it because the country was too Isamal had not been included in the
project team. Gordon and Alan decided that the xy@at should be reported at the
next CRS European meeting and certainly at oneeo@SIRIS meetings.

In October 2004, Steven was invited to presentriigtive at the request of Alan at
the European CRS meeting. The presentation hadgrepared with a full integration
of the process, the organizational conditions, niegket dynamic and finally, the
outstanding result of his category, fresh food. &likom EMD, was very happy to
see that Steven, a CM new to the company and kiittda University degree, could
challenge the ways of working of the organizatig¢hen commenting on Steven’s
presentation, Mike stressed the business dimeditms initiative:

“We can now have a dialogue with a major supplienagget their full support. Our contribution in
the relationship is far more active than it was ithe past. We are not being aligned with their
marketing programmes anymore. If we bring to supgk a service level such as the one Steven has

shown, we can become the preferred partner of thease makers, and should charge them higher

cooperation budgets. (Mike, EMD, CRS meeting, OcoB004)

Mike was in fact insisting that Steven’s work shibuabt be passed on to the suppliers
for just a single point of promotional margin. A8teven who already had this idea in
mind, commented straight away:

“If we are one of the very few in the market to léle to give suppliers such precise data aboutithei

activities in our stores, the added value they fr@im us is higher than the one they get from the

other petrol retailers. The presence of a bottle@dke in one of our shops is worth a million pounds
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more when compared to that of the same bottle ireaf our competitor's stores.” (Steven, fresh

Food category manager, CRS meeting October 2004)

This logic was alien to most of the people aroumel table who were not used to
negotiating extra budgets for services deliveredtie suppliers. This practice
consisting of charging suppliers for all the exdeavices they get from a retailer was
classic at large retailing firms. But most of thetail directors at BEST thought that
petrol station companies were not powerful enowghegotiate such budgets.
Steven, who had been a trainee on the brand Tmgpicathe marketing department of
Pepsico, knew that the growth of the beverage nhanké/estern Europe was to be
made on away from home channels, including petatioms. From the presentations
he had been exposed to during his training pet@dhad extracted for the CRS
meeting one slide showing the weight and the eiaiubf the various distribution
channels in Groveland. One could read very clelaoky important the petrol station
channel was to the beverage manufacturer.

Surely, some marketing investment would have tocaeied out to capture this
growth. Steven was convinced that he could growchisgory from a partnership with
a supplier. But he also knew he could not improierhargin dramatically because
the total volume of the channel and BEST'’s shari, efas too small. He understood
that extra services had to be charged to suppberapture the bulk of their marketing
budget. In other words, the operating margin helvgenerate would come largely
from the commercial margin he would gain throughirsg cheese to consumers but
also, probably in a significant way, through thevgees he would charge his supplier.

“We are not only selling pieces of cheese to th@samers, we are also information providers to the

suppliers, a media when they place their displagxhto the chillers, and we could be so many other
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things. If we include all these dimensions, whatttse outline of my category?” (Steven, fresh Food

category manager, CRS meeting October 2004)

The business logic that he presented to the CRf8tdins was astonishing for a junior
manager. The directors were really puzzled bec8&tmseen had limited knowledge of
the petrol station world. But the business senshdukedeveloped from his education
and training at PepsiCo was worth a lot of monege @etail director in the room

referred to a previous discussion about the gradir@\s:

“Are you now convinced that we should get peoplerfr business schools to do this job? Do you now
understand why the job of a category manager shohklgraded in a better way? As a company, we
have to become more attractive to these young gedds and offer them attractive jobs such as

category manager. With such brilliant people, | amaure that we will grow very quickly!

(Christopher, Retail Director, CRS meeting, Octoliz004)

7.4. Conclusions

In 2004, CMs had installed a negotiation procesdard three rounds. With the first
one, they were now able to analyse the market sréimeimselves instead of trusting
suppliers without any possibility of challengingethviews. They could understand
the manoeuvres of the manufacturers to push thedugts by generating a vision of
the market that was favourable to their initiativesthe argumentation processes, a
fierce battle took place to define the categoryioetthe market dynamic, the reasons
of the poor performance, and the reasons why oaeifsp marketing program was
highly attractive. To back all these kinds of argunts, numbers displayed in
PowerPoint presentations played an essential Méay indicators where involved

including scales designed to denaturalize takergfanted categories. The example of
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the sugar definition showed that a qualificatioméeded before a sugar content can
be measured. CMs could now clearly identify thosgpsiers who had a
comprehensive analysis of the businesses, a dsan\of where to move them, and a
real wish to grow categories globally, rather thast boosting their own brand sales.
The most advanced suppliers were equipped withlation tools, well connected to
panel data, valid at the petrol station channetlleN became clear to the CMs that
some suppliers had insufficient reasons to jushig/presence of their products on the
shops’ shelves. These qualifications would haveirapact on the selection of
products displayed in the shops.

With Seven’s initiatives, a simple idea has helfetbllow the implementation speed
of promotional operations, an idea which was highdiuable to the suppliers. It has
first been experimented with an Excel spreadstseety deployed at the country level
in Groveland. The spreadsheet worked as prototyderd it was proposed for a
further deployment through the European IT proj@&)RIS.

Thanks to this initiative, CMs became confidentt ttieey could propose services to
their suppliers and charge them cooperation buddéis procedure impacted on the
third rounds of negotiations. CMs tried to argue tioee benefits of working with
BEST as opposed to other fuel retailers. They boitirmation systems designed to
manage a clearer view over the shop network andecbmhis data into a valuable
offer for the suppliers, thus allowing for a strengompensation through cooperation
budgets. They did not consider themselves as buwydys but as service providers to
their suppliers.

In 2004, the existence of CMs was pretty much Btaol, though the grading of the
job was sometimes challenged anew. With a profflggaung educated managers,

some thought, the team of CMs would be more dynamd contribute to getting the
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categories to grow faster. It was clear to everyameluding the regional directors,

that more expertise was needed to run the retainbas than just a fuel station
background.

Because they were involved in the deployment of CBRT as well as in the

management of the goods displayed on the shelvds, iieeded to have a precise
overview of the shop network. The following chapigit have a closer look at one of
their initiatives to cluster the shop network, hefi@ming the encounter of on-the-go

consumers with the products on offer.
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Chapter 8. Qualifying the service stations

8.1. Introduction

Chapter 5 documented how the idea of petrol stdtamevolved with the creation of
a new concept that offers fresh food to consumere wisit the stations. A first
prototype of CONCEPT was implemented in March 2003Discoland. In this
chapter, we will examine the attempt to deploy CE&RCT in the shop networks in
Europe.

In the first section, we will follow how a typology stores was developed to facilitate
the roll out of CONCEPT. The second section takekffarent angle, the restaurant
business, and shows how this activity challengeditlea of CONCEPT that was
being deployed. The third section focuses on thikkwbthe car wash manager at the
European Marketing Development Department (EMD). discusses, from the
perspective of another activity, the role of a gnycstore attached to the petrol
station. Finally, we report on how a competitomgtiative led to a discussion that

challenged the need to sell fuel in stations.

8.2. Building a typology of stores

After the successful launch of CONCEPT in Discolamd the opening of two more
stores in other European sites, a launch assessmemiing was organized in June
2003 by the retail directors. At this meeting, Mikas given a new mission which he

thought to be very challenging. He was assigneddnage the roll out of CONCEPT
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throughout Europe in the most efficient way. Altgbuin every country, the first
three sites to be refurbished had already beernndieted during the generation of
CONCEPT, further locations had yet to be defineat.thRis purpose, the head of retalil
in Europe requested that Mike should generate a@léétdescription of the European
network. In other words, he should set up a datlodsvery European site with a
comprehensive report on their level of equipmehbugh this mission was presented
as closely linked to the roll out of CONCEPT, Milkas aware, in 2003, that the
merger of FUEL 1 and FUEL 2 was still a work in gmess. As explained in chapter
5, the European antitrust authorities were bounésio BEST to sell some of its
locations to preserve competition in Western Eurapeuding Rockland, Discoland,
Rapland and Groveland. It was clear that a predeseription of the sites would
accelerate decisions on which stores should be kept which ones should be sold.
The networks in Europe were very disparate: thexeewndeed no two stores with the
same size, with the same equipment in terms of/ekair chillers. That's why, Mike
believed, this big picture would be very useful fag own projects starting with the
roll out of CONCEPT, but it would also help the ptlyment of category
management in each country. He welcomed the newressnt in the following
terms:

“We should find a way to classify these storeswié want to enhance our leadership in Europe, we
have to be consumer-oriented and understand whatistoners expect from a station when they stop.
From an efficiency perspective, once clusters hdaen identified, we will simplify the work of our

category managers who will not have to define arsagment or a planogram for each station but

rather for each type”. (Mike, EMD, CONCEPT launchssessment meeting, June 2003)

The category managers (CMs) had discussed the arelev of CONCEPT’s

positioning in 2002, and the debate had been cl@ethe request of Mike, by
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focusing on the procedures needed for its launtlone test store — e.g. “here is the

LT3

store that we want to refit”, “please define thega of products that you want for this
sales area”, “the collection should fit into thedements”, “execute your planogram”,
“this needs to be OK by March”, etc. These weretiipes of instructions given by
Mike to the CMs of the task force.

They were seen as easy tasks because they weeeitoplemented in one location
only. But as soon as they were scaled up to a nlrgjer shop population, Mike
anticipated all sorts of difficulties. The variety sites could cause problems to the
CMs because, he thought, they might have to rdplittaeir work across as many
stores as you can get in one country unless qujoeaent on a typology of stores
could be reached. If this preliminary work coulddagried out, the job of CMs could
be made significantly easier with added benefitsafwyone else who needed to roll
out a project across the network:

“If we want to be able to set priorities easily, vieed an accurate picture of the network. We will
then be able to decide which station should be fosed with CONCEPT first. And by the way, the
same applies to the selection of a site for a restat concept, to car wash investments, or to any
prioritisation which may be needed. In relation tihe job of the category managers, we need to
understand what surface area to dedicate to onedwat family. If we develop a typology based on

consumer insight, this will give us a rationale tecide and explain why any product family is given

this much amount of space.” (Mike, MD, CONCEPT lagh assessment meeting, June 2003)

To begin his new mission, Mike had in mind the kéys of the company: achieving
a market share of 22% in Europe and generatingoarating margin of 13 % with a
large network and a strong brand presence in sooatiges. Mike could have defined
his role in a minimalist way by creating a databagé the physical attributes of the
stations, such as the selling area, the fuel voJuhree number of parking places, the

turnover made by the key product families, whichravéhe usual criteria used to
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depict a network at BEST. But he wanted to push description further by
integrating a consumer perspective, as he explamete:

“If we want to do a serious job, we have to put somers at the core of our processes. We certainly
need to understand how our customers perceive dares. Our recommendations, consequently, will

be stronger because of a real marketing perspectiydlike, EMD, CONCEPT launch assessment

meeting, June 2003)

8.2.1.Generating shop clusters

After having selected a marketing research irstita help Mike create a qualitative
and quantitative typology, several focus groupshwebnsumers were organized
throughout Europe. To determine the sample, a sidpkcription of the customer
structure was given to the institute. Basicallystomers could be classified into two
main categories: those for whom transportation avdaily activity but not a job (e.g.
daily trips to school or to the office, weekengéri holiday trips) and those who are
professionals (e.g. truck drivers, travelling salegresentatives). The time spent by
passengers in their car every day was also a faxtioe taken into account. This idea
covered the point that some people spend seveuas laoday in their car, even if they
are not professionals of the road. For most othesyehicle was becoming a space of
daily life and, Mike wrote in his brief to the imtstte, this might well have an impact
on the way passengers experience the stations.

The institute recommended the setting up of focosigs with private passengers and
carrying out interviews with truck drivers or tréiugg sales reps at petrol stations. At
the focus groups, set up in September 2003, trecteel subjects were invited to
articulate the reasons why they usually stop atetop station. Based on these
comments, a list of reasons was written down odipghart by the focus group

moderators. In the meantime, the institute’s aasistas looking for ways to visualize
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the motivations of the drivers on the Internet. Tisualisation of the products or the
function that had to be delivered by a petrol statvere then fed into the discussion.
Cards, on which the functions were pictured, haldet@rouped on larger boards and a
label had to be attached to the type that had bessied. Figure 8.2.1 illustrates how
the information was summarized on boards (withetkeeption of the store descriptors

and the number of stores which were added by BE&Tagers).

Motorway

210 stores

POSITIONING

The best break on the motorway. To be the customers
preferred service station for taking a break on tiotomvay
with its superior service, facilities and food on theaffer

Store descripteurs :
* Store size 120-250m?

= Minimum annual turnover of €2000k

= Minimum monthly fuel sales 1200m?

= Open 7 days per week 24 hours per day
= 2-2500 product lines

= Minimum of 30 customer parking spaces

Shopper behaviour: Store offer:
* Seasonal trading peaks andKey focus on taking a brea

highly variable demand toilets, rest area and
patterns distraction shopping

= Customers need to take 4
break during a long journey
® The environment must be|

= Emphasis on sandwiches,
food on the go, soft drinks,
hot drinks

clean and welcoming

= Key reasons for visiting
are the facilities and food
service

=Specific promotions on meals
deals i
= Large range of impulse
food products

= Comfort for the journey —
games, maps, reading, car
accessories

- Wi !
Regionaly u, — 8
Products E

Source: BEST Shop clusters consumer groups — Septemb  er 200

Figure 8.2.1: Shop cluster boards

Using this method, six types were created. In Qatd903, a separate meeting was
organised in Rockland to present the results frbe drivers’ focus groups to the
category managers who had contributed to the dpwetat of CONCEPT. The
objective was to confront the typology created lby tocus groups with the physical

attributes in use to describe the stations. Atstage, the CMs added on the board the
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descriptors mentioned in Figure 8.2.1. The doveibf the two approaches would
make the typology more robust. | will now descrthe various types and report on

the comments of the CMs.

8.2.1.1. Motorway stations

Motorways stations, consumers suggested, havelivedé¢éhe best environment for
customers who want to take a break and have saosheTitee facilities (toilets and rest
areas), the services (ATM, telephone, TV, a WIRliemment) and food on-the-go
(sandwiches, hot and cold beverages) are the esdskatures. The consumers also
suggested that an offer with regional productsade an interesting idea. What about
non-food products, the moderator asked? They aeeelsting because a shopping trip
through the store is a kind of distraction from thenotony of travel:

“While having a coffee or a hot soup, | like to @ulate through the shop and look at what is

displayed”. (A consumer, Focus group in Rapland,[$&003 )

When this first type was presented to the CMs, antidater, they could easily
translate it into technical features. They sawaaeswith a size of 120 to 250 m?, an
annual turnover of € 2 million and minimum fuel esalof 1,200 cubic meters. The
traditional motorway station had a minimum of 3@tamer parking spaces, was open
7 days per week, 24 hours per day and the assdrivanin the range of 2,000 to
2,500 products.

“In Rapland, this type of store could well includ&60 units. In the other countries, one would need

to measure the size of the type, but this shouldahesasy task”.(Uwe, Category manager in Rapland,

Rockland meeting, Oct 2003)
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A very similar variant was described by the consunibat they called “main road
stations”. Located on major axes linking largeesfithese stations played the same
role as their cousins on the motorways: a platdake a break.

“When | take a break, on average, | stop for 15 robes, | refill, go to the loo, get a coffee and get

breath of fresh air”. (consumer, Focus group, Rapld, Sept. 2003 )

In Rapland, there were probably another 160 sttivas would fit this description,

which meant that this cluster would represent aetgs large as the network of
motorway stations.

“The logistic delivery patterns however are comgst different from the motorway stations. Since

the cluster is large enough, let's make it a difart group”. (Uwe, Category manager, Rockland

typology meeting, Oct 2003)

8.2.1.2. Truck Meeting points

When discussing the barriers for accessing or rsaii a station, some consumers
mentioned that they didn't like stations where éharere too many truckers. These
vehicles occupy a lot of parking places and, thmught, could be dangerous for the
kids. In the store, truck drivers gather togetloeeat and drink and they can easily be
noisy, which seemed to bother some consumers. Ubegp insights as a starting
point, the moderator pushed forward the idea ohtang a pattern of a truck stop

station. The proposed ideas would need to be cotgftoand reworked with truck

drivers themselves. The interviews carried outhat point of purchase showed that
professional truck drivers primarily stop at a istatbecause the shower facilities are
convenient and clean, but also because they knatmhley can park easily, they can
meet other truckers around an informal sit dowweha reasonably-priced meal, and

watch TV for a while particularly when importaniotball matches are on.
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CM added to this description, items which are usieiua comfortable journey: ATM,
money change facilities, telephone, but also m#épgk and car accessories, and
apparel. The technical and financial profile okthjpe of station is very similar to the
motorway type. The key differentiating factor apeato be the showers, which can
hardly be profitable, and a restaurant. In somentas, because of specific
agreements to get a license to open a store omtherways, the petrol stations are
not allowed to serve sit down meals, but a barooptiould be considered.

“The custom base of the truck stops is simply diffet from the rest of the motorway stations and
seems to have little compatibility with the profitd other travellers. Why not create, a specifipéy

which could well be appropriate for 30 to 50 units each country?” (Geoff, category manager,

Rockland typology meeting, Oct. 2003)

This type was already in existence in three coestribut not in Rapland. The
locations which could serve as trucker meeting gsoimeeded to be identified. The
factors to consider would include for example tekestion of industrial regions, the
identification of the main truck routes, as well the ideal distance between two

stations. But, all in all, this type of station neasknse to the CMs.

8.2.1.3. The commuters’ stop

The main axes in and out of major cities, the coreys wondered, should play a
specific role. In the morning, fresh coffee andtpes together with newspaper and
magazine stands should be on display. The primassgan why people stop at this
specific time of the day is, for the early birds,have breakfast before rushing off to
work. In practical terms, this meant that a cosffesocorner and fast lanes should be
organized. For the evening commuters, a similaa ideuld apply with an offer of
wine, flowers, gifts or even ready-to-eat meals.

The category managers could easily see how thisdweork. However:
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“The question to consider is whether we should hawe types, a morning station and an evening
station? Can we get the two ideas in the same &dmvard stations will have a nice breakfast
business but exit stations will need to focus oretbther strong offer points”. (Susie, category

manager, Rockland typology meeting, Oct. 2003)

In terms of size, these stores have a 40-75 m3 saé=, deliver a minimum fuel sale
of 600 cubic meters, are open 7 days per weekplistper day and have a minimum
of 3 customer parking spaces.

“Yes indeed, we could imagine positioning thesere®to help time pressured people to start or end
the day better with a specific focus on breakfasttake-away food and drink solutions. In Rapland
we could probably get 35 stores of each. Now, are ot creating too many clusters, meaning a
multiplication of the product ranges, the planograsnand certainly difficulties in implementing our

marketing programmes through the district managefsfAnna, category manager, Rockland

typology meeting, Oct. 2003)

8.2.1.4. Workplaces

The first three proposals were not contentious lieedhey corresponded to concepts
which already existed to a greater or lesser dedree distinction between entry and
exit axes, was not articulated spontaneously bywmers. The workplace idea came
from a consumer who commented on the absenceeastaurant in her company. She
explained that she went out to escape from theeffshe would, for example, go to
the bank or do some shopping at the lunchtime brghk liked to stop at the local
station where the owner's wife prepared somethireshf every day. Fresh, not
machine coffee was also available.

This idea was at first, puzzling to the categorynagers. The number one role of a

workplace station, as described by this consumas, iw fact a restaurant. She did not
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mention the need to refill at any time. What wasirdérest to her was the great
location of the shop, on the way from or to thaceff with a few parking spaces to
stop for no more than 15 minutes. With a monthtyited fuel volume, the kind of
store that she was describing was classified afIBBS a problematic store. In fact, in
the post merger context, the company had to séllsofne of these stores. And
managers, at Rapland for example, were thinkingetting rid of them altogether.
Category managers had no clear idea about thearatevof this type because they
were not really involved in the food service busmand felt that the company was
not particularly good at running restaurants. Imparison a company like Auto Girill,
the European leader, was a real expert. Still,iekgealculation was made based on
the number of stations with a small restaurantisgrdaily meals. The calculation
showed that workplaces stations could representery wignificant share of a
network’s profits.

“We can currently identify 40 stores with such a temtial which, with the profile we know from the

restaurant stations located on the main roads, abwasily deliver 30% of our domestic profit”.

(Andre, category manager, Rockland typology meeti@gt. 2003)

“This is true but we are not restaurant specialisiS8an you seriously imagine developing this know-

how without a partnership?” (Joe, category manag&ockland typology meeting, Oct. 2003)

This option of a partnership was suddenly takery geriously.

“We are specialists of consumption on-the-go. Tot ¢ge our places, drivers take their car, and we
know their needs better than anyone else in the mtvy. Why not conceive our stores as a
combination of modules? | wouldn’'t see a major issuin having a McDonald restaurant in our

stores. After all, young people meet up at our &tas and buy Red Bull and cigarettes, before they
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move on to a night club. In many cities, they shaip to buy beer and sit in a park next to the

station, for the whole night”. (Jennifer, categomnanager, Rockland typology meeting, Oct. 2003)

A simple consumer story had triggered the imagomatf the category managers who
were now thinking that a petrol station could befiled in a much sharper way than
had hitherto been the case. The next type deschpabnsumers generated a similar

level of excitement.

8.2.1.5. Convenience stores
In recent years, city petrol stations have beed bglthe major fuel operators because
they were too difficult to operate, until someoraiced that they were systematically
acquired by entrepreneurs in the bakery or foodnlesses. Thus, some of the players
decided to make a convenient store out of thesmissa After a lot of tests at BEST,
it was shown that with a minimum of 5 customer pagkspaces, these stations could
accept stores of more than 100 m2 with a range5ffi(®®product lines and an average
turnover of €61 k per year (83% being food sal€)nsumers were using these
outlets as proximity stores for top-up purchasetheir way home.
For the CMs and for Mike, this cluster was pregigbke one where CONCEPT would
need to be rolled out. But, in BEST Rapland, reces¢arch carried out with a sample
of stations had proved that 40% of the custom lzasee to the store on foot and
bought an average of 7 items per basket, of wBigrere fresh food items. In other
words:
“We play the role of a local grocery store. The esiwe are talking about is smaller than that of Aldi
but our range is double Aldi's. Our prices are famore expensive but we stock fruit and vegetables
and we have an offer of dairy products. | doubtwie can be a serious player on the discount side but
if we choose our location carefully, we sure haveeason to be. And we could do good business, for

example within large cities. Our opening hours giwes a real advantage”. (Barbara, category

manager, Rockland typology meeting, Oct. 2003)
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Discussing how far BEST could go with the conveoerstore idea, the category
managers mentioned the organization of Rocklandhta set up a partnership with a
multi-format retailing company, TESCOUR. This patinad expertise in delivering

fresh food to local proximity stores at low costcéase of a dense network of
TESCOUR Express shops. The deal was working weblyyene round the table

agreed, because the local category managers weowifgy the procedures given to

them by the partner, an expert in retail. But tbemments mixed admiration about the
partner’s expertise and a number of concerns:

“It is as if our category managers were the emplegeof this partner. They have the same computer
interface, the same procedures, the same referdrifgproducts and suppliers, etc. We even wonder

if this deal is not set in anticipation of a futuré¢ransaction with TESCOUR Express. A kind of

mergerbefore the acquisition!” (Geoff, category mager, Rockland typology meeting, Oct. 2003)

On the one hand, it was clear that the “conversémie” cluster was the ideal one to
roll out CONCEPT, but the discussion which had gsterged was stressing that a
partner may be needed to compete with hard diseouii a serious way. A price
premium of 15% was the maximum consumers wouldrbpgred to pay, commented
the category managers.

“And to reach this price, not only do we need to Jea efficient logistics, which most of our
wholesalers do not have in the fresh food categdmyt we also need to have a volume which will
enable us to get good prices. In that sense, wencarafford to have too many clusters because this
process creates too much diversity within a distitibon channel which in itself is very small

compared to the supermarket channel”. (Ben, categananager, Rockland typology meeting, Oct.

2003).
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8.2.1.6. Mom and Pop’s petrol station
Finally, after having created various groups, comsts reminded us that we should
not forget the Mom and Pop’s petrol stations, tlaglition fuel stations attached to a
garage or to a local car dealership. These stattmmsumers commented:
“...are an essential part of the local life, parti¢arly in rural areas. This is the place where yoa
order fuel for the central heating in your home, ihis where you like to go to service your car, but
also get your lawn mower repaired, and this is waefou fill up as well. Of course prices are not the

lowest, but you want to contribute to the communaynd maintain a local activity in the village.”

(consumer, Focus group, Discoland, Sept. 2003 )

A CM reacted:

“And these are the stations where we lose all thermay! We don’t want to spend time on this cluster
because we will never roll out CONCEPT there. Wéjdtter put these stations on the write-off list”.

(Susie, category manager, Rockland typology meetiagt. 2003).

These stations, the CMs observed, should not bexgaeby BEST anymore but they
did fill a consumer need. With the help of conswsm@ocus groups) and category
managers (internal meetings), Mike arrived at avigional description of the seven

original groups.

8.2.2.Defining the number of clusters to operate

After this first qualitative research, the instgéutan a cluster analysis in November
2003. The method consisted of grouping, step bp, dfee type which had been
defined qualitatively. Consumers were asked to methe two groups they thought
were the closest. From 7 groups, we now had édrfdllowing run, they were asked
to do the same until they put the last two growgether. This laddering methodology
resulted in the cluster structure depicted in ®#g8:2.2. Finally, consumers were asked

to name each of the groupings:
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numberofyres - BEST Europe - Petrol stations typology

(resulting from
proxemic index)

1 ‘ Petrol station network ‘
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trips
7
. Truck Commuters Convenience Mom
Motorways Main roads . ) Workplaces and Pop’s
Meeting Points stop stores N
fuel station
| | Original groups
1 2 3 4 5 6 7

Figure 8.2.2: BEST Europe, Petrol stations typology

At this stage, in December 2003, Mike and his taske thought they had achieved
something in a rigorous fashion. The outcome, theyught, would be seen as
legitimate because it had been constructed in lmoiiion with consumers. An
important issue was now to determine at what levelt the typology tree (see figure
8.2.3). Different kinds of logic could be considé&r&rom an operational perspective,
the more junior the CMs are, the less the complekiey can manage, which would
argue for a high level of standardisation - theegaty managers were graded 7 in the
BEST occupational grading system. Furthermore,|the level of seniority would
have a strong impact on the level of influence potkntial leadership of the category
managers vis-a-vis the field managers. Everythirag wointing towards a simple
system with few types, and a cut at the “three gypevel, including the “rest areas”,

the “essentials” and the “Mom and Po’s petrol etal.
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From a strategic perspective, and given the anmstmf BEST in terms of European
market share, a finer system was required. A cyusit3 types would suggest the
implementation of CONCEPT among the “daily tripsiidk of stores, and this would

not be really appropriate.

BEST Europe - Petrol stations typology
Number of types
(resulting from
proxemic index)
1 ‘ Petrol station network ‘
N I
2 types cut
2
e N Neighbourhood """
Stations ypés cut
3
4 typgs cut
4
Rest areas
5 typgs cut
5
- [ P ———— | ——— —
Daily trips
6 types cut
Long arstance
\_'_t"PS_I_‘ 7 typgs cut
7
] 1
Truck Commuters Convenience Mom
Motorways Main roads . . Workplaces and Pop’s
Meeting Points stop stores X
fuel station
| | | OriJinaI
1 2 3 4 5 6 graups

Figure 8.2.3 : Segmentation tree with cuts

The operational consequences of these debateoWweémisly significant.

“If we just consider assortment issues, a “7 typag” means 7 assortment structures with a very fine
way to address the consumer needs but a tremendousunt of work. A “2 types cut” similarly

means 2 assortment structures with much more stawigation for the consumers but a very
simplified process and a lighter work load. Thesensiderations cannot be answered without taking
into account the number of category managers, tlypd of information system, and of course, the
impact on the organization of the networks and tbeganization of the field managers, etc, etc. All
this is complex. You touch one subject and it impaon so many others”. (Mike, MD, Rapland

typology meeting, Dec. 2003)
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In this process of defining a typology, it becameac that the discussions would
oscillate between pure descriptions of the existmgjworks, slotting stores into
categories, and a creative process whereby pdtentiaepts could be created.

“In fact we could operate our locations with BESTas the specialist of fuel distribution, with a

partner in the restaurant area, as well as a partria the grocery business. Why not add a carwash
specialist then? In this configuration, | don’'t seehat the job of a category manager will be! We'd

better go and get a job at Tescour!” (Geoff, categananager, Rockland typology meeting, Oct.

2003)

From a mission designed to classify stores withwish to decide where CONCEPT
would be rolled out, Mike was repeatedly faced wikie need to clarify what
CONCEPT was about as well as what a station wotdddsfor. The more BEST
developed a retailer culture, as expected with ithplementation of category
management, the more it would get closer to a petasl player in terms of methods
and processes, and the more managers would ndtecesxpertise of real retail
operators. As a consequence they would tend td re&wo ways: a) why not go into
a partnership with them as they have real retaimkhow, a “delegation” reaction?;
or, b) why should they be CMs at BEST rather thiiescour, an “employability”
reaction?

Mike remembered the meetings where the CMs couldnmaglement their methods to
the fullest because the positioning statement®BBST as a banner was unclear, but
in effect the issue was a deeper one. A lot of tijes were raised again and again:
should we or should we not operate the activitiesselves, what are we after with

CONCEPT, what is a petrol station for after all?
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8.3. Restaurants challenge the definition of CONCEPT

Next to the category managers’ mission to clagbiéystores, the Restaurant managers
of the CRS (@r Wash, Rstaurant and ®p) departments at BEST affiliates in the
countries were also working on their businesses attivity had not been at the core
of the preoccupations of either the retail direstor the regional directors thus far.
The restaurant managers were working quite indeggghdand the emergence of a
CRS department did not change their way of work{dgce a type of restaurant was
opened, their key tasks were to make sure thatdatdnmenus were available
everywhere with prices that would be consisterdufhout the network, and a quality
level which was under control, because of food tgafeles. Homogeneity was the
norm.

In January 2003, Bill was hired by the European Rdang Development (EMD)
department of BEST Europe to take care of the weste business and to coordinate
the formulation of a European strategy. Before ¢pe@mployed by BEST, Bill had
worked in various marketing departments of food/iser companies, such as Elior,
one of the European leaders alongside Autogrillewimtroduced to his colleagues of
the CRS departments and as the head of the busBissas invited to present his
diagnosis and recommendations for a European gyrae the next quarterly CRS
meeting that would take place in Groveland in Ma6b3.

Bill knew of the existence of a 2001 review of tast food restoration market in
Europe. This research had showed three distincheets. The sandwich business, the
most dynamic segment, was driven by famous concaptk as “Marks & Spencer
Simply Food”, “Upper Crust”, “Subway” or “Prét a Mger”. The coffee shop
segment was represented by companies who run tlaebteks”, “Aroma”, “Café

Select” or “Caffé Ritazza”. The growth of this segm could not really be measured
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but it was believed to have a reasonable growtk.Hdst Food and Cafeteria segment,
which included “Burger King”, “McDonald’s” or “Dethento” was generally seen as a
declining segment. Globally, the restaurant mankaest growing at 5.5%.

The research of the Goetlib Institute, which wastlpgpublished in specialized
magazines, stressed a few key success factoreddptthcoming years. Fast service
was no longer seen as a desirable benefit but d. rAasvever, consumers were
looking for concepts which reinterpreted traditibf@od habits, instead of the US-
based fast food (McDonald’s and Burger King). Thaldy standards which had been
specific to the fast food restaurants had now becdne rule: the quality of the
products (in terms of freshness, short shelf lifetraceability), the quality of the
interaction with consumers (in terms of a welcomimg cool attitude) had now
become mandatory. In addition, the research sulessgéernationally recognised
brands played a very important role. This was diqdarly sensitive issue in the
coffee business, but also in the fresh food segenehere the companies developed
their own private labels, with a very specific pagig design. The “Prét” range was
a good example of this trend.

“Consider for instance the “miracle Mayo” sandwictthe “salt and vinegar crisps” the “smoothies”
or the “Tomato Mozzarella salad”, the design of e products is very modern, very trendy and

delivers a promise of quality and freshness” (BIIEMD, Restaurant manager, CRS Meeting

Groveland, March 2003)

When analysing the food facilities in BEST’'s Eurapdorecourts, Bill came to the
conclusion that the company was partly aligned \lithse trends and certainly had
been a precursor of this business in the forecbusiness five years earlier. A
sandwich range under the Best private label andest Bast food restaurant were

already in existence, and a cafeteria businessbkad created. Despite this, BEST
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was not performing well. The awareness of the hraedthought, was very low and
this was partly due to the low penetration of tled service on the European
network:

“Only 4.5% of the forecourts have a food servicecility available, out of 13,000 stations in Europe.
They are mostly located in DISCOLAND. If you thinkhat the margins are very high in this
business, 52% in the sandwiches, 77% in the fastdfeestaurant and 72% in the cafeteria business,
we can tell we have a profitable growth route aheafdus. | want the restaurant business to represent
45 % of the shop business in terms of margin in &ays time as against 28% today. In sales value

terms, it should represent 34% of our turnover irad of 17% today” (Bil, EMD, Restaurant

manager, CRS Meeting Groveland, March 2003)

All these elements were presented to the CRS qlyarteeeting in Groveland. The
announced vision was followed by a precise and cehgmsive analysis of the
concepts in the market, with their current offesngverage prices and spending,
merchandising modules, moments of consumption, ¢y@ervice and finally, a grand
synthesis of this market.

BETTOL had developed its restaurant expertise tgjinca unique international coffee
brand, an offer with self service (fresh produetsyl assisted service (fresh products
and hot meals) and a shop that covered 30% of ¢lings area. SRD was less
systematic and had developed various offers througBurope. It seemed that SRD
was trying to push the “on-the-go” coffee cornensl & chilled display with fresh
fruit, salads and sandwiches. On the motorwaysnamtito the petrol stations, ELIOR
was aggressively developing a range of serviceh sag nurseries and kids’
programmes. In Rockland, a local player had setrage of partnerships with
McDonald’s, Burger King, Segafredo and Joey’s Burge

The presentation demonstrated that BEST had Isstleaddership in terms of

initiatives, at least. Most of the competitors’ nreavents were highly interesting, but
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pretty unknown to many of the managers who attertiedmeeting. With a close
focus on their own domestic markets, regional omgions and a high level of
autonomy, the network managers could not get thedpter view required to sense
weak signals and anticipate competitors’ movesh\Whe help of a great slide show
picturing the newest restaurants in Europe, theyldcaotice how many of the
competitors’ concepts, which had been newly laudaberejuvenated, looked very
modern and trendy. On the opposite side, BEST uemtés looked old-fashioned and
like any other facility on petrol stations. Bill mpleted his presentation with the
promise of creating three new food service concegtech would be tested by
September and rolled out in the following year aesswhich would need to be
determined. His phasing was perfectly timed toiget the 2004 budget projections.
With this presentation, Bill gained a strong lagdicy and was very quickly
recognized as a good professional in a busines$ich BEST did not perform very
well, as recognised by his colleagues.

“Restaurant managers are not called category manegebut | have to say that Bill's presentation
expressed perfectly the type of work that we exdeotn the category managers: a clear market
analysis, with a focus on both consumers and conitpes, the proposal of a clear point of difference,
an offer, an operational action plan, and finallya clear business plan. He achieved this with lintte
information, with lots of field observation and atreng argumentation pattern. Not only is his
strategy very clear but he also has a clear visadown to the execution at the point of sale. | beke
there should be little resistance from the field magers. These processes do not oppose any previous
ways of doing things, and the field managers aret meally interested in this business. | am sure tha

he will be successful very quickly”. (Mike, EMD, @gory Management, CRS Meeting Groveland,

March 2003)
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In a conversation with Mike at the coffee break, dtmitted that Bill's level of
seniority, when writing his strategy, was the reasdy he could easily overcome
many of the difficulties met by his category marragehile developing CONCEPT.
He knew how to build a rationale with only partiaformation, he had enough
authority in front of the CRS managers to reachositive consensus. Bill was so
much at ease that it didn’t seem he was applyimgethod. His recommendations
flowed logically and smoothly. He was successfulthis meeting despite working
against the decentralisation tradition of BEST puashing a very top down agenda.

At the end of his presentation, everyone in théema# was convinced that BEST was
not currently capturing the bulk of the growth lre trestaurant business. The company
was just tackling the cafeteria segment at best. &tistence of coffee corners and a
sandwich offer were so far, not powerful enoughcteate a real competitive
advantage. Partnerships could be a solution amwdag an option that had gained
visibility through the analysis of some of the bpstforming players of the market.
What was uncertain, some managers commented, wathevhBEST could make it
with its own stores. Should it do so, a very sigaift part of the sales area should be
allocated to restaurants. Significant investmentsildl need to be made, though they
would still need to be estimated. A move in thetaiesant business would have a
strong impact on the shop, and consequently othalproduct families that could be
displayed. The development of restaurants and eafteners would clearly be at the
expense of the rest of the shops’ business.

So far, CMs and restaurant managers were workingvn different worlds. The
restaurant managers were operating their busingesa perimeter which was well
defined in terms of locations. But now that a stggtwas emerging for food service, it

definitively had an impact on the global businesxlel of a station, and consequently
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on the role of the rest of the store. Whereas Miks trying to get everyone agree on
the idea that a station was a shop, a grocery,sdarew strategic option was raising a
lot of interest and competing with the vision hel lieen working hard for. Mike had
thought that the construction of a consumer-bagpdiagy to define the role of the
station would have aligned all the affiliates. Halho revise this judgement because
one of his colleague, with a totally different apgeh, had proposed a serious
alternative. Within a limited time frame, and wighgood level of local managers’
involvement, Bill had created a consensus arouaddbd service idea. On paper, his
plan was not an alternative to the grocery shopcepinbut a very complementary
business. But in reality, the two were competing fesources, particularly capital
investment, but also for the limited time of theldi managers. They could not be
rolled out simultaneously and at the same paceriaitsation would surely be
required.

Bill was still not ready to implement any new restnt concept, but he was already
thinking of the roll out. Where should he go fitrstbecome successful quickly?

“I have to find the quick wins. | probably need tgo to these stations where we already have a
restaurant or a coffee corner and | should use thefit investment budget which is already allocated
in our Long Term Plan. In this way, | will not cret any political problems. | will show two options,
one with the current existing OPEX(operational expgitures) and CAPEX (capital expenditures),

and one where | will propose a more ambitious targéth extra investments. But we are not there

yet”. (Bill, MD, Restaurant manager, CRS Meeting Greland, March 2003)

When presented with the preliminary results of sta@re typology led by Mike in
October 2003, Bill felt that the number of clusteegl no direct impact on the work of
the restaurant managers. In fact, given the nummbegfits that could be budgeted, he

could still work on a case by case basis and atratey standardisation was possible.
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He even dared to say that standardisation was\sangate. If he got 15 m2 to express
a concept, he would build a coffee corner; if he B&m2, he could recommend a
restaurant. In fact, Bill was in favour of maximwtandardization at the point of sale.
Regarding the role of a petrol station, only oneehsion was essential to him: the

area where travellers can rest was significant.

8.4. A car wash strategy questions the role of the shop

In 2003, car wash was perceived as an old actiltityad been a core business when
the petrol stations were attached to a garage dmhwhe emphasis of the business
was on car care. In the past, the focus had beeonpilhe shops to compensate for the
decline of the fuel margin and drive performanae2003, the quick expansion of
BEST throughout Europe had revealed to the manabatsthe car wash business
could be essential. The emergence of a new sgieziaised players, using different
technologies, was a noticeable factor which hat/eghinterest in this activity.

To research the potential of this business in EeifBpter, an experienced manager,
was promoted to the BEST European Marketing Devetyg Department (EMD) in
September 2003. Peter knew all the details ofabiwity after having been a station
manager and car wash manager in Groveland as svall@iscoland. His expertise in
the economics, technologies and regulatory aspddisis business, made Peter the
ideal leader to revive car wash at BEST.

This activity was neither interesting on motorwawgs on main road stations because
consumers and professionals driving long distadaksot generally feel like valeting
their cars. It was not so important in the city tcenlocations, because of the

difficulties of installing the necessary equipmémtan urban environment. But car
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wash was essential in suburban and countrysides dreeause consumers think of
cleaning their cars during the weekend and lookpfoximity wash areas. In fact, car
wash was cited as the second reason to visit & $tatton after filling up. Peter saw
there was a great opportunity to activate saléesose stations where the shop and the
restaurants were not central. Car wash was alassimdss that affected a very large
number of stations in cities but also in the coystde.

To get a global picture of the networks in Europatiiates, Peter invited Mike for a
series of one to one meetings and suggested thatitiivel around Europe together.
In an e-mail sent to Mike, he stated he would likeunderstand and apply the
principles of category management to his busindssrey he admitted, no marketing
approach had yet been formally used. Car washirgysiih seen as a very technical
activity.

Following Mike’s recommendations, in the first megt Peter presented the results of
his market enquiry, and consequently his ambition the car wash business in
Europe:

“Car wash delivers more business than the restautsanAt a European level, and because of our
level of equipment, we represent 20% of the gloBalropean margin. No one knows this in the
company. Now, our facilities are highly depreciatelt is time to invest again if we want to be a
significant player in this market. Blue Elephant igrowing very quickly with 50 new openings every
year in some of our countries. Their wash spotsidet € 2,950 on average, the vacuum cleaner
activity makes up 22% of this average turnover. @ur side, we currently have 2,300 car wash
stations in Europe. We should use this potentialdose the gap, but no one has really paid attentio

to this great opportunity so far”. (Peter, EMD, CaNash manager, Face to face meeting with Mike,

Sept. 2003)

Peter who was aware of the history of the compamy the past 20 years thought that

BEST was losing ground in a number of areas. It water attack in the fuel business
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by the supermarket chains who were buying their éither from the industry majors
or directly from producing countries. It was alswdar attack in the shop business by
the proximity supermarket chains who organisedrthmirchasing and logistics
operations better than BEST. In the restaurantnegsi he thought, the company was
not a significant player. Lastly, it was losing gnal in the car wash business because
of a lack of investment. Despite these pessimishiservations, Peter was a strong
believer in BEST’s ability to obtain a strong pamitin all the activities related to the
car. He even thought that the company should bgeptan the fast-fitters business,
but this idea was really not popular among hiseagles. In any event, he was
convinced BEST had a stronger image and legitimadize car business than in the
shop or restaurant areas.

When it came to reviewing the level of equipmentthe countries, Peter was not
surprised to discover that each station was andlgsel operated on a case by case
basis. As far as he knew, no marketing was in plabe district managers in the field
were preoccupied with the technical aspects: makurg that the rolls would work,
that the vacuum cleaner would be operational, letc. them, this activity was not
really seen from a business potential perspectid, rather as an activity that
generated all sorts of problems most of the timee Tonsequence was a poorly
maintained network of wash stations. BEST cliengsenstarting to leave the car wash
service of the company to move to some of the coitopg as a lady Peter met during
a country visit on a Blue Elephant station, comragnt

“l was a client of BEST but their car wash devicesd vacuum cleaners were always out of service.
Blue Elephant has really modernized car wash. Natiyare their stations better maintained but the

price is cheaper if you buy a 10 token programméPeter, EMD, Car Wash manager, country visit

with Mike, Nov. 2003)
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The technical issues were important but the higbeprand absence of any loyalty
scheme were other points to consider. At BEST, ea incentive was given to the

consumers to build loyalty and increase their pasehfrequency.

In January 2004, Peter could see so many areasmbvement that he set out n a
report that was almost finalized. The car washvagtwould deserve to be branded
and a visual identity would need to be created. $taions would need to be

modernized with the newest technologies of higlsguee jets, foaming brushes and
roll over devices. The payment booth could be aesgign such a way as to influence
the users to buy premium programmes. Thinking ofgssional drivers, Peter also
planned to sell car wash services through the cagnpayalty card. He thought that

he could integrate a weekly car wash in the padeofices delivered by the card. The
fee could be charged direct to the companies, abttte drivers wouldn’t have to

report expenses. A quick European review of the afséhe loyalty card showed

astonishing results:

Loyalty card and car wash consumption

Valetting loyalty card
With a Car Wash Loyalty card, valetting is sold with a permanent discount of 18 % (ROCKLAND)
Pre paid loyalty card = 52% of the turnover (ROCKLAND)

The implementation of a pre paid Car Wash card has boosted turnover 35% in average in 2004
(ROCKLAND)

Fuel loyalty card

Fuel card holders have access to favourable conditions on car wash. 50% of them do not use this
option because they don’'t know they have it (DISCOLAND and GROVELAND)

50% of the fuel loyalty cards on the market do not propose a valetting option

Fuel card holders tend to use premium program more than regular consumers: +2%
(DISCOLAND, GROVELAND, ROCKLAND)

Source: Peter’s “Car wash market review and opportu nities for growth”, Jan. 2004

Figure 8.4.1: Loyalty card and car wash consumption
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In fact, he thought, station managers were veryomant prescribers and they didn’t
know how to sell these very profitable offers. Aiting program could be developed
that the district managers would deliver to theatda or to the shop managers. His
report highlighted a large number of relevant idead his plan was looking very
consistent.

In February and March 2004, with the help of theSd#ad of department, in each of
the Western European countries, Peter completeéxtansive inventory of what
equipment was available. His classification of shetions was segmented by car wash
technology. The picture of the station market that had produced looked very
simple. Three types were suggested: stations witti aver technology, stations with
high pressure, and the ones without any car wadhaicitities. Peter was convinced
that he had to keep the whole system “stupidly ipto use his favourite
expression. Unlike Mike, he didn't go through aqass of researching consumers’
motivations. The simple formalisation, in a PowenPresentation, of insights
collected during his European tour was alreadyeatgresult for most of the car wash
people he had to talk to.

Peter’s target was to boost Car Wash, to maketbatdhe facilities were maintained,
and that he would obtain the right level of investita For this last purpose, he was
aware that he would need to speak the languadeedirtancial and technical people.
Unless a Capital Expenditure Request (CAR) for gaoiect was signed by the head
of retall in the countries, nothing would happen.the end of his “Car Wash Market
review and Opportunities for Growth” report, a nigeancial translation of his plan
was provided. It looked very profitable indeed (Egare 8.4.2).

Although Peter was quite confident in the oppotiasihis plan could open up, one

major point was bothering him: the environmentalies In dry years, particularly in
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southern Europe, car wash was forbidden by officialspecial measure to save water.
In the Northern part of Europe, governments wereemomncerned with the use of

soap and chemicals. The answer provided recentBlixy Elephant was a smart one:

“The stations are equipped with water collectorsttfilter the soap and chemicals and re-inject the
water into the brushes. What a smart system! Iteisvironmentally friendly, it uses the same water
again and again, which means a much improved Op@aal Margin. The only down side is the

investment that needs to be made at the very bagmnBut according to our best knowledge, their
payback is 3.5 years which makes car wash a venofifable business, short term”. (Peter, EMD, Car

Wash manager, face to face meeting with Mike, Mar2@04)

BEST

Car Wash Development Plan — Key Figures Summary

WESTERN
GROVELAND ROCKLAND DISCOLAND RAPLAND EUROPEAN
REGION
Ng{"?er of ‘ 494 ‘ ‘ 758 | ‘ 74 | ‘ 200 ‘ ‘ 1526 |
Perimeter ations
Western Europe ‘ GM* ‘ ‘ 19 Me ‘ ‘ 42 Me | | 4ME ‘ | 10 M€ | | 75 M€ ‘
yearn
GM*
n+6 +8 M€ +27 M€ +2 ME +2 M€ +39 M€
‘ Progression ‘ ‘ +38% | ‘ +64% | | +60% ‘ ‘ +24% ‘ | +42% ‘
Increment GM n vs n+6
n+6vs n Opex
‘ n+6 ‘ ‘ +0,7 M€ ‘ ‘ +0,8 M€ | ‘ +0,03 M€ | | +0,1 M€ | ‘ +1,6 ME |
‘ Op Efg”" ‘ ‘ +5 M€ ‘ ‘ +25 ME | ‘ +2 ME | | +2 M€ | ‘ +34 M€ |
Cumulated
Increment Cumulated ‘ +10 M€ | ‘ +13 M€ | ‘ +2 M€ | +4 M€ ‘ +29 M€ |
n+6vs n CAPEX
‘ Pay Back ‘ ‘ 5,2 years ‘ ‘ 2,3 years | ‘ 2,2 years | | 4,7 years | ‘ 3,3 years |
Return ‘ IRR ‘ ‘ 29% ‘ ‘ 96% | ‘ 28% | ‘ 25% ‘ ‘ 64% |
‘ DCF ‘ ‘ 5ME | ‘ 44 M€ | ‘ 2 M€ | ‘ 2 M€ ‘ ‘ 53 M€ |
* Gross margin

Figure 8.4.2: Car Wash development plan

Though his plan had a similar payback, Peter hadlea what the return of stations

equipped with collectors would be. In fact, he whisking of simulating the impact
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of this technology. His problem was that the BE®twork was already in existence
whereas Blue Elephant was building its stationsnfrecratch. And he knew that
modifying existing equipment could be more codtlgrt installing new equipment.

In a meeting with Mike, whose purpose was to revegsvreport prior to presenting it
to the board of retail in Europe, Peter read hixchisions and made a clear statement
about his vision: a petrol station was first antefoost a place to take care of one’s
car. Fuel and car wash were not ways to genefectto the station so that we could
sell grocery products. Instead, the company hadriovate Car Wash to make it look
modern and essential. In any case, it was a pbdditactivity. Still, the shops were
important to sell car washing. When drivers apphedcthe check out, they should see
the boards advertising valeting programmes andethployees should actively sell
them.

Finally, Peter knew that he would need the stafthef station to clean the car wash
area and keep it operational. To implement hissdba would need the help of the
district managers, but these people were busier barsier with traditional petrol
station work, grocery merchandising and restaypamjects. How could he raise their
interest to advance his own project? He thoughthbacould count on the support of
the fuel people who culturally were closer to hesgpective.

At the end of the meeting, when walking to the eefimachine with Mike, Peter
commented:

“l knew a time where people were called “fuel manag” and “non fuel’ managers. | can now see
that the managers could almost be classified asdfiomanagers” or “non-food” managers. There is
indeed a cultural rivalry between the activitieshdse who can smell fuel with dirty hands and those
with clean hands, inside the stores. This comeairthe time we had garages. The dominant culture

in the company, | hope, is on the side of the cant the passengers.” (Peter, EMD, Car Wash

manager, Face to face meeting with Mike, at the fe&f machine, March 2004)
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And with a big smile, simulating he was kidding

“I know this is all ridiculous, because we could tegrate all the businesses, but when we let our
hearts speak, this is what comes out.” (Peter, MDar Wash manager, face to face meeting with

Mike, at the coffee machine, March 2004)

When leaving the meeting, it was clear to Mike tthe unified vision of a station
would be difficult to establish. The options whikbhd to be taken into account were
compatible in principle, but they had not been gra¢ed thus far. In fact, these
competing visions were pushing the company to defilearly what it would stand

for.

8.5. Classifying the stores with the field managers

In early 2004, Mike started to visit the countriexheck how his store categorisation
would work. He invited himself to operational megs where the regional directors
were present together with one of their key fieldnagers. The agenda of his first
visits to four Western European countries was tolar how the typology had been
built, and what the results of the research caraetiwith consumers and category
managers were. Supported by the authority of tteel idirector of the country, Mike

requested that the regional directors come back avitlassification of each of their
stores into the suggested types. In a subsequsttaimonth later, he debriefed the

affiliates with the results

8.5.1.Classifying the shops into the typology clusters

Rockland managers were very positive about thegoatation and they found little

difficulty in classifying the stores into the tyjogly.
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“No, that's fine, it works pretty well; in those s where we were unsure, the system has forced us
to clarify what we want to do with the store. We'eggen tried to check that the system explains the
differences of performance and yes, indeed, we cagasure strong similarities between those stores
that belong to the same type. It may sound triviayt when the stores were classified “commuters
in”, we can measure a high level of breakfast offeand when they are classified “commuters out”,
we can see that our sales of wine are higher, shaythat consumers buy a bottle on their way to
have dinner with friends. And our last interestingbservation is with the convenience stores. For
most of the stores which were classified in thisigtler, they were also on a list of stores we though

we should work out with a retail partner”. (Frankiegional director, Rockland, March 2004)

And so were the comments provided by most of tfikadés in the countries, as the

following three quotes indicate:

“I have to say, | was very sceptical at first, bile typology works well, particularly in the west e
country. In the east, it seems that the stores pdaljttle bit of all roles. | am not sure what wésuld
be doing. We can either reinforce one specific plefor we can remain a generalist. This we will

have to decide together with the people in my tea@@®ven, regional director, Rapland, March 2004)

“The result was very predictable, the clusters waslell to describe the situation, but the thing is,
how many clusters can we afford given the size af category managers’ team? My people in the
field can manage to work with a fine tuned systerActually, they are used to sorting out
merchandising problems locally. They naturally tertd adapt everything to the reality of each
individual store. No, the problem is at headquarér (Jose, regional director, Discoland, March

2004)

“I have tried to apply the clusters to the managemhef our restaurant activity. | know that Bill's

intentions can be summed up with two key wordsxibglity and modularity. We've had feedback
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from our local restaurant manager. If | get it righ where there is the potential for a restaurantew
could deal with a partner, but where we think weahd go for a fast meal on-the-go, we want to
develop our own modules. With the elements | gatnfr our people, | have tried to use the typology to
see if it would help for food service and it worlgseat”. (Frank, regional director, Rockland, March

2004)

The positive feedback of most of the regional doeshould not however, hide some
noticeable tensions in terms of requesting eithesremadaptation or more
standardisation. For example, the managers of mvatostations thought that a finer
system would be needed for their own sake; theyldvoaquest a local menu
adaptation to each of the regions. for example:

“In my region, there are a lot of tourists on theitvay back after their ski vacation. Now that
everything is decided in the capital city, | carget the regional specialities which were my strong

point during the season. Everything gets standasdls and your typology makes all the motorway

stations look alike”. (Sven, regional director, REmd, April 2004)

And interestingly, the managers of Groveland unblerleadership of Anneke, totally

rejected the initiative.

“We think we should get a store layout which shoubg standardised to a maximum. As soon as we
start to have this kind of store and this type o, it starts to be a disaster. We have more tm dgy
getting the same stuff everywhere. Our people oe thad would be much more efficient. Our teams
are very small and they have so many things to @avnCheck the fuel security, make sure that the
shop manager has his team registers in place, thexealso the restaurant initiative, and soon, |
understand, a car wash thing. Please, help us siifiyplt all’. (Anneke, regional director, Groveland,

April 2004)

Confronting Anneke’s point of view with the otheountries, Mike noticed some

support for Groveland’s position
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“l understand this point of view. When your three ain reasons for a visit are tobacco, alcohol and
newspapers, because in your country, you are eqeinato the local kiosk, you don’t want to create

complexity”. (Jorg, category manager for tobaccoapland, April 2004)

Reporting the result of his enquiries back to luss) Howard, the head of EMD, Mike
tabled a complete report with a precise descripbibthe European network in which
the stations were assigned to the clusters he dan &ble to define and validate with
the affiliates. He also reported his feelings abth# restaurant and car wash
initiatives. He thought that coordination and cagesice would be needed between
the three main businesses related to the CRS depmat. A single store
categorisation and classification could be achiewgd many benefits to all. But the
culture of decentralisation was a barrier to adngvthis result. He suggested
assigning stations to clusters through the ID o Htations that would become
available in the information system that was ingoess. The existence of a common
reference was seen as essential to describe tres diat also the products and the
suppliers,

“If we want to get the best of our size in Europae must have systems that can communicate
together. Currently, we can't analyse the perfornamof any category because we have no common
referential. We need to have precise descriptoragtee, of the various dimensions of our business:
stations, products and yes, you are right, supmiewWe will have to report soon to Andrew about his
objective to make BEST the preferred petrol statioihmotorists in Europe, and | can see that we are
not clear about the definition of what a petrol dtan is. We are in the process of rolling out
CONCEPT in the countries and this was one of theasens why | wanted to have a typology. But |
feel that we already need to move to the next gatien of CONCEPT. We, of course, have to
integrate the progress made by the restaurant aad wash businesses and maybe, we should think

about the new trends in the market once more”. (Hand, Head of MD, reported by Mike, April

2004)
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After leaving his boss’s office, Mike was stunnéti felt that BEST would never be
able to go fast enough to reach a 100% implememtatite for any concept. He was

also wondering what Howard had in mind about the trends.

8.5.2.Challenging the definition of the station again

In April 2004, one particular innovative experierggried out in Rapland, drew the
attention of the BEST senior management, as Howepdrted in his team meeting.
An important player in the sector had decided t® asite at the entry and exit of a
major city to test an alternative concept: a pesttion had been turned into a
“transportation hub”. The proposition was very sienrivers could leave their cars
in a parking lot built where the previous fillingimps had been. The shop had been
transformed in a modern coffee store, inspired gy American coffee concept
“Starbucks”, with a Wi-Fi access to the Internet lalso computers and printing
facilities, like the business centre of a modertehdDrivers and passengers were
invited to meet at the coffee store before goirtg e city, to reach their office or
business appointments. While waiting for their eafjues, they could finalize their
Powerpoint presentation, read a newspaper wittupaof coffee, or even watch the
news on a modern flat TV screen. At lunch time, bneakfast setting would be
converted into a business restaurant and in theimyeturned into a take away
restaurant with a range of world dishes includinglidn and Chinese recipes.
Passengers on their way home could buy ready teeats, pick up their cars from
the parking lot tower and drive back.

The concept attracted the attention of BEST marmsadpcause it was a clear
expression of a series of trends which had beelysathby the strategic planners of
the company. In addition, it expressed a visionualibe future organization of

transportation in heavily populated urban environteeEveryone around the table of
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the European retail steering committee, Howard arpt, was convinced that city
tolls would emerge in most large agglomeration®ider to control the inflow of
traffic. The toll fee to move into city centres widlwbe defined according to the
number of passengers in cars. As the density afith@n areas continued to rise, a tax
system would deter drivers from going into city tes, unless four passengers were
on board. Furthermore, public operators could @aefthe investment required to
create sufficient parking places outside city aemtiThey would therefore welcome
private operators to contribute to such projects.

With sites ideally located at the entry and exitities, petrol retailers should consider
this new strategic option. Why not convert thelrefind drive through function of a
station into a transportation hub? The expansigradment, the team in charge of
selecting the right locations for future statiowsis considering this information very
seriously when planning where to buy and build feitsites. Should BEST continue to
invest along the roads and motorways? Or shouklnit to become an important
player in the construction of public transportatiombs? Whatever the answer, this
new concept raised challenging issues and in pdaticthe role of petrol stations in
the BEST business model.

The current know-how and expertise of the compaag w the operation of fuel
distribution, but the acceleration of the shop bess was moving the company
towards becoming a grocery operator. Now, with tiesv offer on the market, the
company was considering the strategic impact obimog a combined restaurant and
parking operator. This idea was more radical thanuision presented by Bill, the
restaurant expert at EMD. It envisioned a busiveiis parking at the core, and no
fuel sales! And in that configuration, the compeéitenvironment would be a very

different one. MacDonalds, AutoGrill as well as ydes in the construction and
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concession business such as Vinci and Bouygued doailin the frame to take

advantage of these opportunities.

This new initiative was also worth considering hess the investments needed to
keep up with the norms to run a fuel station bussne&ere increasing in a dramatic
way. Two areas of concern were becoming very coxmglenanage. First, fuel station

companies had to be environmentally friendly andrgntee that no fuel or oil could

get into the soil and pollute it. Secondly, theydhi@ secure the sites against
explosions in an environment which is becoming neoréd more built up. When they

were initially built, stations were usually located major roads with a low density of

buildings around. As the years have gone by, statimmd themselves surrounded by
buildings which force them to implement new safdgvices and procedures. The
investments were becoming prohibitive and, it welg they were not bringing in any

extra business. In nearly two years, the definitocdna petrol station had changed
irreversibly. Mike was wondering whether the cortcepuld one day be stabilised

again:

“If we can't define and agree for some time on om&d only one concept, | don’t see how we will

ever be able to homogenise our network.” (Mike regog his conversation with Howard, Head of

MD, April 2004)

Writing on a paperboard, Mike summed up the varieersions of the petrol station

(Figure 8.5.1) he had been exposed to in just ay&aws:
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What is a station if it is not just a petrol station?
The station as ...
A fuel Station A grocery store | A place where A local A place where A
to take care of restaurant to rest transportation
your car hub
Dominant Fuel Fresh food Car Wash Food Coffee corner, parking places,
category Daily products Toilets, Coffee bar
showers
Role of fuel Fuel is a Routine Routine Routine Routine Absent
destination category category category category
category
Complementary | Sweet and Sweet and vacuum cleaner | News, coffee Food Solution Internet access,
offer savoury snack, | savoury snack, meal solution
beverages beverages
Key benefit Quality fuel at fresh quality environmental Warm Clean and Clean and
the cheapest food — opening | friendly atmosphere, relaxing entertaining
price hours: 24 hours economic meal
/ 7 days a week solutions
Key attribute Unmanned merchandising quality Fresh food with | Large, clean, Ideal location
station of freshness equipment fast service well lit
environment
Key competitor | Other fuel supermarkets Blue Elephant Food service Food service Vinci, Bouyghes
majors and proximity specialists specialists,
discounters Autogrill, Elior

Figure 8.5.1: Versions of the petrol station

8.6. Conclusions

This chapter has described the various attemptseniigd managers at BEST to
describe the network of stations, an exercise 1qdeto homogenize the network in
Europe, to conform to anti-trust authorities redsieand to roll out CONCEPT in the
countries. A typology was needed to cluster thaouar needs drivers have when
visiting the stations. To do so, various logics evproposed.

For Mike, who was primarily concerned with deplayiiCONCEPT, a precise
description of the car drivers should be made datisical methods would help to
validate the clusters. These clusters were preddotestation managers in order to
validate the results with a different perspectidike thought that a rigorous

consumer-based approach would help to interpretréiselts and create a strong
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legitimacy within the company. The limit of Mike’'approach was the perceived
complexity that the typology would create, as iatkd by Anneke.

For Bill, the approach was very different. The shgpology should be based on a
detailed observation of competition and the prdpmwsiof creative coffee corners. To
persuade his audiences, he used photos and skdttghésought, in other words, that
these visual devices would generate a convincirgession of how the shops would
look like. Maximum standardization was a rule o€elience for him. The limit of his
approach was the feeling that BEST would neverlde t run such a business and
that a partnership with experts in the fast foatustry would be needed.

Finally, for Peter, the car wash manager, the natiggn of wash technologies was
central to his classification. He emphasised thpoitance of serving the driver and
his car, more than the passengers and their ogeheeeds, insisting on the
prevalence of fuel as opposed to food managemeneisuade his audiences, the use
of financial figures and in particular, ROI calciites was a decisive factor.

This case has shown the difficulty to stabilize wéaaetrol station is as soon as one
wants to describe it precisely. It illustrates thenaturalization of the petrol station
concept and highlights the variety of exemplarsdéid behind an apparently simple
denomination. Because different activities comgeteresources, managers have to
persuade the decision makers that their plan isnbst valuable. Various devices
were used to help audiences clarify the repredentaif possible station clusters:
boards with text descriptors and visuals, concegitsetches and photography
competitions, ROI calculation tables and deploynm@ans. Depending on the logic

used, various strategic options emerged includiegcteation of stations with no fuel.
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To decide which option to select, performance iatdics were used. They too were
being discussed together with their performativiurea The next chapter will focus

on the indicators used to determine what was paifay well and what was not.
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Chapter 9. Measuring business performance

9.1. Introduction

This case is about performance evaluation. In #réy €000s, BEST was changing
very quickly after the merger of FUEL 1 and 2. Tingplementation of category

management was accompanied by organizational chkargethe management of the
petrol station network was now very different. lasvslightly more centralized at a
country level, though the countries were said todry autonomous in their decisions.
The leitmotiv to become the motorists’ preferrett@estation network in Europe was
very present in the organization, and the aspmaiwd becoming the best was
expressed through performance indicators. To bettelerstand the role played by
these indicators, three dimensions will be explarethis chapter: 1) the evolution in
the definition of performance metrics related toremmic outcome, and in particular
the margins of category management; 2) the indisatelated to the depth of
implementation of category management; 3) the retoiee acceleration embodied in

the CONCEPT Il initiative, an update on CONCEPTdtthad since become obsolete.

9.2. Measuring economic outcomes

When they wanted to monitor the business they vaesmuntable for, BEST retall
managers used a dashboard that included a fewesimpasures. Dashboards allow
at-a-glance visualization of the company’s healthd ahe monitoring of key

performance indicators: the sales in volume andower, the contribution of each
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individual SKU, the margin in absolute value, ind#sales and the contribution to the
total margin, the cumulative sales and margins lastly, the number of SKUs. In
order to understand the evolution of the informaggstem, | carried out an interview
with Joe, the category manager for beverages indlzEad. He gave me access to the
archives so that | could find out what the instratseavailable to monitor business

perform ance were.

9.2.1.Before the implementation of category management

At BEST, before 2003, the unit of accountabilitystbe store. The role of a store was
to deliver fuel. The building attached to the favext was designed to facilitate the
payment of fuel. The role of the shop items wagy vactical. The objective assigned
to this activity was simple: it should cover thstdbution cost of fuel so that the fuel
margin was maximized. For as long as this objeotras reached, the shop business
justified its existence. Joe recounted a storydl In@ard many times already.

To manage the business in this configuration, eesttanager was responsible for the
forecourt operations. He reported to a district agean whose responsibility was to
ensure the development of a set of forecourtsrmegeon. His primary responsibility,
besides the development of the turnover throughdgmanagement of operations
(including stock management, delivery, service llgeweas the implementation of the
network policy on security procedures. He was aésponsible for human resource
management. To help him deal with the developmentstmp sales, or “the
diversification businesses” as they were called,district manager had an assistant,
the shop adviser, whose job was to help store nemsdmplement all the activities
related to shop sales. In practice, the shop adelsecked that the products listed by

his company were properly merchandised. His roles waectly linked to the
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recommendations made by the product managers whe vaé the regional
headquarters.

At that time, central office functions were suppfonictions to the store activities. A
product manager was not expected to analyse mawsketaderstand their dynamics.
He was there to develop the planograms of assottmiined and negotiated by a
retail director, head of both the fuel and shopiresses. The product manager, once
the planograms were defined, worked with the sepplio select sales promotions
among a series of propositions. His role was predantly a selector: out of the many
proposals made by the manufacturers, he would ifgethe best deals and roll them
out in the network. He was thus the interface whiinfield managers (district manager
and shop adviser as well as the store managersyvadil check the product codes,
ensure that the store manager knew how to ordepribucts through a wholesaler
and that the promotional material was deliveredime, etc. Joe provided me with a
detailed description of the activities which weeatal to his job at the time.

The job of a product manager, he continued, wag @perational. He would spend
the vast majority of his time on the phone dealiith operational matters. He would
only spend a limited time analysing the businessd A0 help him assess how the
business was performing, very simple dashboardsbieaeth designed for him. The
performance of the store was assessed in tharfgtstnce, with measures taken at the
product level. It was then aggregated at a prodamcily level for one store, and
cumulated at the regional level, with a very liditaumber of key performance
indicators (KPIs): sales expressed in volume ardeyahe profit margin calculated
with the value of sales minus the purchasing cbgfoods and the number of stock

keeping units (SKUs). A series of simple ratios eveffered to the product manager:
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the contribution (the weight of each segment ontdted) to volume, to sales, to profit

margin and to assortment. Figure 9.2.1 is an extfaguch a dashboard:

Year 2003
. Contribution Sales Contribution Profit .| Contribution Share of

Sub-Group Unit Sales to Volume EX.VAT to Sales margin % Margin to Margin Nb of SKU assortment
Cola 2317778 30%] £2 152 202 31%| £898 681 42% 30%) 59 22%
Sport 967 985 13%| £953 084 14%| £383 179 40% 13% 31 12%
Still 1238 956 16%| £910 776 13%| £498 340 55%) 17% 26 10%
Energy 692 930 9%| £836 297 12%| £374 788 45% 13% 16 6%
RTD 886 807 12%| £642 616 9%| £257 793 40% 9% 34 13%
Fruit 653 015 9%| £569 799 8%| £225 967 40% 8% 33 13%
Juice 268 881 4%)| £229 055 3% £75 081 33%) 3% 9 3%
Flavoured 263 241 3%| £204 715 3% £98 584 48% 3% 8 3%
Lemonades 145 930 2%| £154 999 2% £73 676 48% 2% 4 2%
Pure Juice 116 840 2%| £107 668 2% £46 440 43% 2% 19 7%
Concentrate 33937 0%| £52 738 1% £20 833 40% 1% 10 4%
Sparkling 29 051 0%| £19644 0% £11732 60%) 0% 2 1%
From Concentrate 15011 0%| £11283 0% £3571 32%) 0% 5 2%
Mixers 7 305 0% £8 630, 0% £3 295 38%) 0% 5 2%
Iced Tea 7010 0% £5 855 0% £2 826 48% 0% 2 1%
Smoothies 2 0% £3 0% £1 26%) 0% 1 0%
TOTAL 7 644 679 100%| £6 859 364 100%]| £2 974 785 43% 100% 264 100%

Figure 9.2.1: Beverage category dashboard

Two or three times a year, before suppliers’ mestirihe product manager would
carry out a very simple analysis consisting of canmg the various ratios, in order to
define which segment as well as which supplier vpemrorming the best.

Joe explained how he analysed the business in €cRil®3:

“The table shows that some segments are doing w#th a major contribution to volume, sales and
margin. The colas achieved 30% of the volume and@if the total sales, 30% of the total margin
with an average margin rate of 42% and they achidvhis result with a number of SKUs which
represented 22% of the total assortment. The enatggks achieved a high level of sales (12%) with

a limited number of products (6% of the assortmerd) high margin rate (45%), above average for

the family (43%), and a good contribution to marg{i3%).”

The performance of the colas and energy drinks dessmed “good” because the
product families were the major contributors oniadlicators. They were called the
“key drivers” of the beverage category. Joe furtb@mmented on the fact that they

performed well because a reduced number of SKUsrg&sd a higher contribution to
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volume, sales and margin. For example, 22% of diascassortment generated 42%
of the profit margin. And lastly, these two famdjethe colas and the energy drinks
generated a margin whose rate was above the avefdbe category. Joe used the
term “relutive” to suggest that the product famiyas not dilutive of the global
margin.

Continuing the analysis, Joe noted the poor perdioga of some segments. One
example was the juices. With 9 SKUs representingoB¥he assortment, this family
achieved only 4% of the volume and 3% of the sdtescontribution to margin was
3% and its margin rate (33%) was far below the ayerfor the segment (43%). The
performance of the juices was poor because theighven the total business was
insignificant and the family was dilutive of theabmargin. It was not contributing to
sales which in Joe’s mind meant that this prodwohiy was not addressing
“customer needs”.

To analyse the dynamics of the business, the 2@18 were compared with the
previous year. At the moment of the October anmuatket review, the cumulative
annual sales were based on 12 comparable monthalimg the high season. The
conclusion was that the relative performance ofdbgments remained the same in
2002 and 2003.

This global, simple analysis was based on demarasuned by volumes and sales. It
was built upon simple accounting factors, and th&fippmargin generated by each
family was the important measure. The indicatokihg the number of SKUs with
sales performance suggested that limited resowwelsl be expected to produce a
high level of return. It was better to have a higmover with a limited number of

SKUSs, rather than the same turnover with a largeber of products.
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The discussion with Joe continued to explore treumptions behind his mode of
reasoning. As Joe assumed that a concentratidmecddsortment on major segments
would lead to a higher performance for the totatifg, | enquired as to whether some
segments should have been discontinued. The asabsied out should have led him
to significantly reduce the weight of the fruit ges in the assortment. The diet
segment should also have been restricted, at lBastthe larger containers.
Conversely, it seemed to me that the energy dhikalld be given an opportunity to
expand. The role of the product manager was thdefioe which products should be
kept in the assortment and which ones should uigiued. A deeper analysis was
required at the SKU level.

The performance of each individual SKU as well lzes performance of the product
family were analysed with simple statistical toslsch as classification and class
analysis. In the following example, based on tha segment, we can easily see that

the 10 best performing SKU’s were doing 3 timesdre¢han the 10 following ones.

Cola Annual sales Weekly sales
10 First 8915 171
SKU 11-20 2759 53
SKU 21-30 1217 23
SKU 31-40 665
SKU 41-50 97
SKU 51-60 0
TOTAL 13653 263

Figure 9.2.2: BEST - Best and worst sellers in voluen

The detailed analysis of the 10 best items showede again, concentration effects,

10 SKU'’s representing 65% of the sales.
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Ranking Designation Sales In % Cum. in %
1 Coca Cola 500 ml 1898 14% 14%
2 Diet Coke 500 ml PET 1478 11% 25%
5 Coke 2l 1252 9% 34%
6 P7 Coke 3 For 1.90 918 7% 41%
3 Coca Cola 330 ml 915 7% 47%
8 P6 Coke 3 For 1.90 789 6% 53%
7 P3 Coke deal 2 for 1,25 539 4% 57%
4 Diet Coke Can 330 ml 485 4% 61%
9 Dr Pepper 500 ml 324 2% 63%
10 Diet Coke with Lemon 500 ml 317 2% 65%
TOTAL Total Cola 13653 100% 100%

Figure 9.2.3: BEST — Top 10 best sellers

Ranking Designation Sales In % Cum. in %
41 P8 Irn Bru 2 for 1.30 135 1%
42 Coca Cola 2x 2l 100 1%
43 Pepsi Twist PET 500 ml 50 0%
44 Vanilla Coke PET 2 | 35 0%
45 Diet Coke Vanilla 2 | 30 0%
46 Coca Cola 6x pack Can for 1.99 30 0%
47 Diet Coke 2x 2| For 2.29 28 0%
48 Diet Coke 6x pack Can for 1.99 25 0%
49 Diet Coke 2x 2| 20 0%
50 Coca Cola 2x 2| for 2.19 20 0%
TOTAL Total Cola 13653 100% 100%

Figure 9.2.4: BEST — 10 worst sellers

It appeared here that items such as the Diet Cakell¥ 2 | bottle should not be kept
in the assortment, since the sales were ridicwdosl. A discussion with the supplier
in question would follow.

To prepare his meeting with suppliers, Joe expthirdata was aggregated in the
appropriate way to give a picture of the suppligrisformance. Taking an example
from his beverage business, he showed me how antble could be extracted. In
the table below (figure 9.2.5.), the names of thppiers have been hidden for

confidentiality reasons:
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Purchase Sales Commercial Margin
. . . Margin as % | Contribution
in value in value in value .
of sales to Margin

Category 1
Supplier A 120 167 47 28% 32%
Supplier B 110 167 57 34% 39%
Supplier C 100 143 43 30% 29%
Total Category 330 477 147 31% 100%

Figure 9.2.5: BEST, commercial margin by supplier

Reading, this table, Joe made the following comsient

“Supplier B delivers the best margin in % of salds, absolute value, and therefore in Contribution
to Margin. B is the preferred supplier. Supplier Aelivers the poorest margin on sales. But
considering the absolute margin in monetary ternis,is the second best contributor, far behind
supplier A. Because | have limited time to spend the data, | am focusing on the product families
that apparently perform best, | identify the supgpis of the best selling products and finally, | tero

trust their recommendations.” (Joe, Category manag®ct 2003)

So, in this case, Joe concluded that B was besttraiche should spend the largest
share of his time listening to B’s recommendatidds. would have a propensity to
implement B’s sales promotion proposals more oéted to push its products more.
The result of such a push would be visible in tteges with an obvious impact on
consumer purchases. It became clear to me thatpéheeption of a suppliers’
performance defined through the lens of a spediishboard, had an impact on the
acceptance of his marketing proposals and consdguanbigger impact on market
dynamics.

The case analysed by Joe thus far was a simplelromeality, many suppliers had a
product range designed to cover different segmeWibat happened to poor

performing products belonging to a globally suctdssupplier? Joe commented:
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“It may well be that they are kept in the assortrteffhis explains why the fruit juices are still ver
important in the range displayed in the stores whas their sales performance is poor.” (Joe,

Category manager, Oct 2003)

In the existing organisational structure, it was tiecision of the retail director rather
than the product manager’s to discontinue produstsl, we should remember that
the product manager had little time to spend onstiwp business because the major
challenges were on the fuel side of the business.

Joe added:

“There are also specific deals that the retail diter may have concluded with the suppliers. | amtno

aware of them, they are kept secret. The extra niangoints given by the suppliers are not included

in the product manager’'s dashboards.” (Joe, Categananager, Oct 2003)

9.2.2.After the implementation of a category managementtaucture

Before March-April 2003, the structure and procedusf the company were based on
a clear vision of the role of the shops: to manig operations and deliver fuel to
motorists through petrol stations. The role of #imp was a consequence of this
vision and it had long been dominant, until a cosp satisfaction research project
showed how important the shop was (chapter 4). fdsearch suggested that
motorists stop at a petrol station, for many reasather than to fill up with fuel. One
may expect from a petrol station that it is the mo@emfortable rest station on a
motorway, or one may look for a convenience stor¢he way back home. There was
even evidence that in some countries some 2/3 ef dhvers who stopped at
forecourts did not buy fuel. The marketing of thers concept had to integrate these

new findings and take advantage of the businessrappties. In other words, the
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company had to become more than just a fuel retaiteexplained in case 4 (chapter
8). It had also to become a food retailer.

A new organisational structure was proposed tceebeitidress the issue of managing
the retail activity. The core idea was that oneutthonanage business activities. Fuel
should be one of those activities, a very importamé, but still only one activity
among others. To supersede the distinction betwkexd and non-fuel (or
diversification) businesses, new denominations wamposed. In addition to fuel,
three key activities were defined: Car Wash, Reatatand Shop (CRS). A new CRS
department was created in March 2003, with a managgervising the business and
reporting to a retail director (see chapter 5). Kbg accountable strategic units, on
which the performance would now be assessed, Werstore and the activities. The
proposal was now to measure the performance of €ach, region and country, but
also the performance of each activity, which evalliyumeant the performance of
each product category.

| wanted to understand the impact this reorgarimatvould generate on the way a
CM would understand performance measurement. ERE manager in Rockland,
agreed to have a conversation on the subject.

The shop business is a complex one. To cover eagpgct, the CRS manager is
staffed with a restaurant manager, a car wash nearsal CMs for the goods sold in
the shop. Each CM was in charge of a few produwmtsli The Non-Alcoholic
Beverages (NAB’s) were one of them. The task ofMWas now, in contrast to the
product manager’s brief, to manage all the prosedesigned to enhance his business.
“As a flow pilot, he is responsible for all the aeities from the purchasing of the products, throhg
developing marketing activities, down to their ingphentation in the stores. While the mission of a

product manager was very operational - he was depilg and implementing primarily planograms

and promotions - the job of a category manager, thie other hand, is to be the general manager of
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his business. He is now responsible for strategensversal dimensions which were not included in
the mission of the product manager, such as purcimgsand investment decisions.” (Paul, CRS

manager, Rockland, Personal interview, November 200

To follow the performance of their categories, ttmv CMs needed new tools to

support the redefined specification of their fuowti

“In this new configuration, the category manager klaaccess to some aspects which had up to then
been the business of the retail director. The ovweer deals, for example.” (Paul, CRS manager,

Rockland, Personal interview, November 2003)

The overriders are a special cooperation budgetstizpliers give to their customers
to influence their activities in a particular wayhen manufacturers want to convince
a retailer to list one specific item in the assamt) they can consent to give extra

points of margin. Paul’'s comments illustrate tltisrario.

“The commercial margin of a product is calculated/lcomparing the purchase price of an item with
its selling price. Let's say 35%. Extra points ofamyin can be given to us if we agree to follow one
specific aspect of the manufacturer’'s marketing pml. Let's say, to carry one specific line of proctu

in our assortment. When manufacturers want to laum@ new product, they will give a specific
budget to the retailer to cover the risk of non pemance in the first year. They usually have
considerable market research and advertising budgetnd they can assess, in quite a precise way,
the chances for a product to perform. Therefore gtincentives given for the listing pay back. After
some time, the business figures tell us the trutidaone can see if the innovation did well in regiit

If it did not, the purchaser will threaten the maracturer with delisting the item. And to give the
product a further chance, an extra incentive can gezen to compensate for the slow up-take of the
innovation. The category managers now have the m@smbility of negotiating these budgets.” (Paul,

CRS manager, Rockland, Personal interview, Novemb@®3)

These extra budgets given to support one produts &unch are called over-riders.
They could be very significant and represent a &elditional point of margin, as our

example will show.
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The acceptance of overriders by the retailer ctalcdanalysed in two different ways.
On the one hand, it is a way to secure a portiomagin at no risk because the over-
rider is guaranteed. On the other hand, it is demgeto accept over-riders because
they incentivise the retailer to stock a serieproducts with a low rotation, reflecting
a low level of demand. As one CM commented,

“After some time running after over-riders, one eadip with an assortment that is completely wrong.
Indeed, a secure margin may not compensate the cemuial margin that a high rotation item may

have generated.” (Jennifer, Beverage Category MaragRockland, Personal interview, November

2003)

Overriders are part of the global negotiation betwthe supplier and their customers.
A manufacturer would list some of its best perfargnbrands or products together
with a few less performing items. Part of the batkrgin may be paid to the retailer
immediately but usually, it would be attached toditions such as the achievement of
annual objectives paid at the end of the year. Thés the reason why, before
category management was introduced, these moniesneé spread across the SKUSs.
No adjustment of the commercial margin was perfatnie was kept as a global
package attached to a manufacturer and no basepfmwrtionment was sought. The
over-riders were considered a bonus that would cometop of the margin on
operations, to improve the operating profit. Thisamanism was explained to me by
Paul, with the following table (figure 9.2.6) as example. The margin on operations
(M.O.) had been calculated for each supplier A, il &. The MO was then
aggregated into a total margin for each suppliénalfy, the overriders would be

added to reach the Operating Profit.
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Supplier A Supplier B Supplier C TOTAL

Val. % Val. % Val. % Val. %
Volume 10000 30000 15000
Retail Selling Price 1,15 1,05 11
Salesincl. VAT 11500 7 100% 31500 7 100% 16500 100% [ 59500 100%
Sales ex VAT 9361 25641 13431 48433
Cost of Goods Sold (COGS) -7475 -80% -21735 -78% -9075 -68%) -38285
Commercial margin 1886 7 20% 3906 7 12% 4356 7 26% [ 10148 21%
Cost of operations -575 -1970 -1650 -4195
Margin on Operations 1311 " 14% 1936 " 6% 2706 16% 5953 12%
Ovwerriders 230 2% 1575 6% 1320 10% 3125 6%
Operating Profit 9078 19%

Source: Paul, CRS manager, Rockland, Personal iniexv, November 2003

Figure 9.2.6: BEST — Margin on Operations — Suppliebreakdown

Now that a category management structure was tepkach manager wanted to see
exactly what part of the over-riders would be ingtgd in his global margin. At the
request of the CMs, the profit and loss accountliercompany was changed to the

following format.

Supplier A Supplier B Supplier C TOTAL

Val. % Val. % Val. % Val. %
Volume 10000 18%) 30000 55% 15000 27%) 55000
Retail Selling Price ex VAT 1,15 1,05 11
Sales incl VAT 11500 31500 16500 59500
Sales ex VAT 9361 " 100% 25641 " 100% 13431 7 100% [ 48433 100%
Cost of Goods Sold (COGS) 7475 21735 69% 9075 -68% -38285
Commercial margin 1886 " 20% 3906 " 15% 4356 7 32% 10148 21%
Owerriders 230 2% 1575 6% 1320 10%[ 3125 6%
Net Margin 2116 7 23% 5481 7 21% 5676 7 42% 13273 27%
Cost of operations -575 -1970 -1650 f -4195
Margin on Operations 1541 7 16% 3511 " 14% 4026 7 30% 9078 19%
Operating Profit 9078 19%

Source: Paul, CRS manager, Rockland, Personal iniexw, November 2003

Figure 9.2.7: Margin on Operation including Overriders — Suppliers breakdown

We can see how the overriders were then treateg: wiere added, for each supplier,
to the commercial margin to form a total net mardm this system, a category
manager could use the over-riders to lower theepoica product, if he/ she thought
that it would drive the volume.

“What counts is the total margin on operations iralue. | can decide that | don’t need to have 30%

of margin on operations for supplier C since theexrage is at 19%. Therefore, 25% is enough for me

if the total value increases. With this new systdnesan use the over-riders as a real action tooltime
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management of my category.” (Jennifer, Category Mager, Rockland, Personal interview,

November 2003)

In other words, Jennifer could turn the overrid&ioia potential to act towards the
consumers. Furthermore, the ability to capture -omkars reflected her negotiation
talent. It was therefore essential to make therbbeis

In addition to the overriders, another dimensiod haen integrated into the scope of
the category manager: sales promotions. They arenamon mechanism used to
enhance the sales performance of a product. Onsesato amplify the seasonality
and block competitors through attractive offers emtmthe consumers and so on. But
promotions are also there to boost the sales ofodupt whose performance is
flagging. The special price that the retailer wgéit during the promotional period is
usually replicated to the consumer so that the ptmmal operation generates
incremental sales.

The implementation of this activity, that benefit® consumer in the first instance,
generates a cost. Indeed, the retailer considatsathy activity which distracts from
standard operations is costly. The retailer triescompensate for this cost by
additional points of margin called a “promotionate”. When compensations have
been obtained, the on-promo margin rate can bdasinii not superior to the off-
promo rate.

Regarding the theme of promotions, manufacturedsdiferent policies. Some used
promotions sparingly and preferred to advertiseviigan TV, using the rationale that
TV adverts help build brand equity. Others thouttdt spending their marketing
budget on activities very close to the point oksalas a better strategy. The impact
on sales however, could vary a lot. Some produnili@s had a very high sensitivity

to sales promotion and were rather “promo depefidémtthese cases, promoted
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volumes could reach 40 % of the sales. But conlyereéher product families could
be only modestly impacted by promotions. In thevigngs organisational structure,
promotions were negotiated at the field level by dstrict and store managers. Now
promotions were in the hands of category managhosasuld decide what promotion
should be done with which supplier, according tatsgic goals rather than reacting
to suppliers’ proposals as was the case with prtatacagers.

With this new landscape defined for 2003, the CM aalobal vision of performance.
And the dashboard used to monitor this performameesled another adjustment:

“If we were to have full control over the marginral use it in the most appropriate way, to get psce
right, for example, we would have to combine thaliBnensions of margin: the upfront commercial

margin, the over-riders and the promotional rate.{Jennifer, Category Manager, Rockland,

Personal interview, November 2003)

With the implementation of Category Management,nifen was responsible for
purchasing as well as for marketing her categoegaise she was accountable for the
performance of the category, she naturally tendembmbine factors which previously
had been kept separate and she could spot oppga@suaind problems that the product
managers were not able to see.

While negotiating with suppliers, she would linkstmew information with what she
knew about the market. With the earlier, coarsesgesctive on performance only the
commercial margin was monitored. Now, Jennifer &ed colleagues requested a
dashboard which would show the total margin, iniclgdthe three types of margin

described above. Jennifer showed me an examplhe aféw table:

280



Measuring business performance

Commercial Margin Promotional Margin Overriders Total Margin
in | Marginas » | Share of| in | Marginas . |Share of| in [Marginas , |Shareof| in [Marginas . | Share of
value | % of sales cam Margin | value |% of sales cam Margin | value |% of sales C™ Margin | value |% of sales C™ Margin
Category 1
Supplier A 47 28% 66% 32% 20 12% 28% | 63% 4 2% 6% 29% 71 43% 100% 37%
Supplier B 57 34% 88% 39% 5 3% 8% 16% 3 2% 5% 21% 65 39% 100% 34%
Supplier C 43 30% 75% 29% 7 5% 12% | 22% 7 5% 12% 50% 57 40% 100% 30%
Total Category | 147 31% 229% | 100% 32 7% 17% | 100% | 14 3% 7% 100% | 193 40% 100% | 100%

* Contribution to Total Margin

Source: (Jennifer, Beverage Category Manager, Rauoidl,

Figure 9.2.8: BEST — total margin — breakdown by suplier

Personal interview, November 2003)

Suppliers’ performance is shown in a very differgiit when using this dashboard.

The above example shows that Supplier A deliveeshiighest level of total margin,

both in percentage and in absolute value, but tmeyonly in ' position if we

compare the upfront margin rates (28%). SuppliewBo was the preferred supplier

on the basis of the up-front margin, is now thesvand below average if we consider

the global deal. Lastly, supplier C delivers 40%lonargin, which is at the average,

despite an under the average upfront margin (3@anks to a high level of back

margin. Based on this perspective, the initiatieéssupplier B will be the least

interesting since they are now the worst in thgoBapperformance table.

The business objectives given to Jennifer wereelgrpased on the total margin in

value (193 in the above table). With this tool, sbald manage her margin through a

suppliers’ mix — she could focus on supplier A éxample. Or she could play with

the margin mix by trying for example, to push sugplA to give her the upfront

margin in % that she got from supplier B and tohptleem to reach a better back

margin, like the one offered by supplier C. Her medor negotiation increased

dramatically with an all encompassing perspectivéer options.

This aspect was also interesting for the supphat tan now see new opportunities,

Jennifer stressed. Since the analysis of a prqoerddbrmance was mainly influenced
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by the segment to which it belonged, the clasgiboaof a new item was of
paramount importance.

Jennifer zoomed in on the water segment she wahange of, and that we have
discussed in an earlier case (chapter 6). Suppliead developed a new innovation
which consisted of mineral water with a touch aifitir Flavoured water could either
be classified as a sub-segment of the mineral vssigment, or as a sub-segment of
the fruit beverages. The consequence on the peafuren perception was not

insignificant, as figure 1.9 suggests:

Margin rate  Bales growth
Mineral Water 59% -5%
Fruit Beverages 46% -11%
Flavoured Water 56% 43%
TOTAL NAB'S 48% 7%

Figure 9.2.9: BEST - Non Alcoholic Beverage (NABsegments — sales growth

Placed among the waters, the flavoured waters hémlvar margin rate than the
average of the segment, though very high (56% geB&8%0). It had a good sales
growth when compared to the segment which was thligteclining (43% versus
-5%). If it was classified among the carbonatedt foeverages, it not only would
deliver a fantastic margin rate, but its sales gnowould be seen as a way of boosting
the entire segment. In addition, supplier B wasl#agler in the water segment. The
development of its sales in the carbonated fruivebeges generated less
cannibalisation than in the water segment.

Using the first type of dashboard, used by prodonahagers, and assuming that the
innovation would be classified within the watergrfprmance and could be assessed

as acceptable, the flavoured water had a veryipegtowth and supplier B was the
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preferred supplier which made the diluting effeicthis innovation less visible. If we
use the second dashboard, at the disposal of thgarg managers, and recommend
placing the products within the waters, the innmratvas less likely to be accepted:
supplier B was no longer the preferred supplier #redproposed product would be
seen as slightly diluting the margin rate of thgnsent.

The year 2003 had also introduced a financial lavio the way performance was
measured. The structural change had provided aderoaision of business
performance by moving from commercial to full margihe category management
logic had also ushered in a ROI logic. The comnagrtogic that consisted in
assessing the generated margin, even with a fuljimawas now superseded by la
ogic where outputs were compared to invested inftsthe occasion of one project
run with the supplier BEVCORP, Anna from Raplang,vee saw in our chapter 6,

was involved in the calculation of ROI for the irapientation of fast lane chillers.

In the case of BEST, four types of inputs were rming considered. The cost of
land, buildings, merchandising furniture and wogkoapital (which means essentially
stock in the case of a petrol station), were the fiems included as investment.
Because Jennifer was willing to develop her catggshe naturally thought of
increasing the number of chilled cabinets;

“As my product family was perceived to be very [eible in comparison to the other product groups,
it was legitimate to increase the space allocatedtlie beverages. And to do this, you have to go
through our Capital Expenditure Request, also calleCAR. If a category manager wants to get
engineering hours to get the job done, she has tmplete the CAR and evaluate the traditional
investment calculations: Return on Capital Employe®ay Back, Discounted Cash Flow and

Internal Rate of Return. This is where | became argathat one square metre in the store is the

addition of a fraction of land, building, furnitureand stock. And all this has a cost. You have to
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measure the gross margin ratio of a product family the cost of one square meter. And you need to
make sure that the product family will pay its fe&his ratio is called Gross Margin Return on

Surface (GMROS).” (Jennifer, Category Manager, Rdekd, Personal interview, November 2003)

Using intra-category logic, all beverages were degtequal because they shared the
same chiller.
“One brand of beverages is competing against anotheand of beverages and one does not need to

consider the investment. It is as if the space vgagen to you and you don't have to pay any rental

fee.” (Jennifer, Category Manager, Rockland, Persarinterview, November 2003)

However, if one wants to expand the space attribtddhe beverages, a decision has
to be made on the allocation of space, on an eategory basis.

“The CRS director is the one who decides if ten #aohal square metres of space should be given to
the beverages, to the sandwiches or to the autoheatpare parts. This decision can be made within
the category management department. But as soom apecial construction or a modification to the
building is required, and this is the case when yaant to install a chiller, the technical departméen

will have to give their green light.” (Paul, CRS mager, Rockland, Personal interview, November

2003)

The technical department was indeed in charge ef ¢bnstruction and the
maintenance of the petrol stations. Seen from tleehnical perspectives, the security
that affects the forecourts and the environmentaims was their top priority. The
construction of new chillers to sell beverages thaseast of their worries.

“If you want to get a project off the ground, youweally have to prove that the return is worth the

money” (Paul, CRS manager, Rockland, Personal intexw, November 2003)
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With the new category management rules, the redareach category started to be
assessed. And as a result, the raison d’étre @r aetivity started to be discussed, in
a quite unexpected way:

“The toilets need a lot of space and are not makiagy turnover; but they are the number one
reason for a driver to stop at a petrol station. &Hiuel section requires huge investment in security
and environmental protection but it contributes agsificant amount of margin to the company,
particularly if one cumulates the upstream marginitv the retail margin. The grocery items deliver
a great margin, all in all, but they also requirgscific investment which they need to contribute to

And their contribution to profit once the investmeéns included in the calculation is no longer a

dream number. (Paul, CRS manager, Rockland, Persangerview, November 2003)

If a chill cabinet had to be installed, the investrinwould be charged to the beverage
category. The investment would no longer be induitiea global investment package
attributed to the store. With this new rule, thedrages were still performing well,
but they were no longer the best in their classn@ared with other businesses, such
as the sandwiches, confectionery or tobacco, therages needed more resources to
be operated. DVDs and other new businesses sutghephione cards would take up
little space and needed no specific investmentyveandd deliver a great margin, and a
fantastic return.

“When compared to these new businesses, the beweradeserve fewer resources and their
expansion in terms of space allocation is difficutt justify financially. This is the counterpart othe
business autonomy given to the category managensythave to justify how they use the resources
given to them. And this dimension has been totallyderestimated by everyone. Category managers

should in fact be very senior if they want to beigmate in front of the technical department, with

regard to financial issues”. (Paul, CRS managerp&kland, Personal interview, November 2003)

The implementation of category management haserigdd the way the performance

of the activities was perceived as well as thele o the business model of the
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retailer. It has allowed category managers to $em@mena which were not visible
under the previous structure. The different coustits of the retailer's margin were
progressively integrated in one single dashboardns€quently, the ranking of
suppliers didn't show the same hierarchy, whichviiadly impacted their ability to
influence the retailer’s decision making processhew launching new products,
suppliers had to consider the grouping of prodattshe retail level because their
performance would be largely influenced by the gattg to which they belonged. The
analysis of a category’'s performance would leadetsource allocation decisions
which in turn, impacted the exposure of the prodaictily to consumers.

By the end of this transition year, CMs had bedacsed in every country. They had
been recognized by the CEO of the company as theagess responsible for the
success of CONCEPT launch, and they had startethiiate new cooperation
programs with suppliers. In terms of negotiatidreyt now had the tools that allowed

them to challenge rather than simply react to sapglproposals.

9.3. Assessing the quality of implementation

The end of 2003 was also marked by a new request #ndrew, the head of
Refinery and Marketing at BEST. Two years afterrierger of FUEL 1 and FUEL 2,
the general management of the “refinery and margetiivision of BEST requested
an audit of subsidiaries to verify that a standsdinetwork had been achieved. This
audit, as the managers of the affiliates understhodlas also a request to assess the

level at which category management had been impitede
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9.3.1.Creating an implementation scale

Mike, who was still in charge of the implementatiohCM and partnership at MD,
was asked to organise this audit for the CRS gatieobusiness. Within his scope of
responsibilities, Mike interpreted the requesthsd senior management as answering
three questions: a) to what extent have the pextod category management spread
across the subsidiaries in Europe?; b) to whatnéxtas the performance of BEST
improved through the shift to category management) vhere can new business
opportunities be found ?

A few months earlier, in January 2003, Mike hadited the suppliers to attend a
category management kick-off meeting in which hd dapressed the wish that they
respect the rules and methods of category manadeManous projects had been
activated with the help of category captains, thefgired suppliers within each
product category.

A year later, in January 2004, Mike felt he woulkuhe request of Andrew as an
occasion to check the level at which category memagt had been implemented in
the countries. A few years earlier, when he attdraleategory management training
event organized by Delta, he had come back fasznhy the structured business
process he had been presented with and which aaptabe very robust. He had also
returned from this event with the strong idea tlia¢se activities had to be
implemented in a staged way. With regard to thelementation of category
management, he had brought back a few matricesddsiribed how to assess the
adoption of the method. It was now time for hinuse these tools, calibrating them to
the specific situation faced by BEST.

Before sharing his thoughts with colleagues indbentry, he built up a map to assess

with a scale a series of factors he thought woelskdve consideration. He called this
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an “implementation scale” In his process, four stagere defined. Stage one, which
he called “starting with new concept”, suggestedt the affiliate may have heard of
the concept but was unable to use it. The secagkstabelled “starting process”,
signalled a start in applying the concept, ususlith a pilot project or a first try
putting the concept into practice. Stage 3, namgalrtial implementation”, was
designed to describe those situations where a gsduad been implemented but one
specific step could not be used such as the measutephase, due to a lack of
information, for example. The last stage, “full ilmentation”, indicated that the
affiliate had reached the highest level of profice the Efficient Consumer
Response Association recommended practice. Inipeadhe scale built by Mike

looked as shown below:

Process

Business Process

New concept

Score

Starting process

Score

Partial
implementation

Score

Full
implementation

Score

Product groups

Product families
aligned with the

. Segmentation of Segmentation to aligned with
Category definition ; . market and
main categories sub-group level manufacturer
) customer need
understanding
states
Integrating Advanced
consumer data, customer
- _ Looking at own Integrating market catggory share & understapsﬂlng,
Situation analysis category data efficiency, market competition
performance share, opportunity benchmarks,
gaps, fact based puchasing
decision making behaviour

Major category role

Importance of

Major categories
assigned a role,

All categories and

Strategic role categories s sub-categories
9 defined d destination - d
measured . assigned a role
categories defined
Objectives will
o Owerall shop Obje(l:lIVES set for Objectives for all ensure that overall
Category objectives N major product . company
objective ; categories -

categories objectives are

achieved

Strategies and

Major category and

All strategies and

All strategies and

Category strategy/ tactics are not tactics are . . . [
; . tactics designed to tactics are in line
Tactics created to meet designed to meet . o . .
L achieve objectives with strategies
owerall strategy objectives

Implementation

Instruction sent out
to operations, low

Explanation of
objectives and

Business plans
presented to senior
management, very

Understanding by
operational staff of
their role in the
process, senior

implementation

compliance to benefits sent to high level of mgt challenge the
tactics operations compliance to plans and
tactics understand their
impact
All key indicators
Benchmarking being examined
. Measurin against and generatin
Measuring shop . g. 9 . g I 9
) category objectives competition, further studies
Scorecard result against f .
. N against financial measurements of where there are
financial objectives s .
objectives level of issues, results

affecting income for|
cat mgrs
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Figure 9.3.1: Implementation scale, category manageent stages

Building four stages was easy and straightforwblalvever, it proved more difficult
to define the norms for assessing each dimensideruscrutiny. They could include
the process of category management itself as reqmiexs in the cells of the table. But
they could also include broader enabling factohsas IT or indicators in the areas
of strategy, finance or marketing.

Based on his observations performed in the cowntey the past few years, Mike had
been able to complete his tool inspired by the ioiethe “balanced scorecard”, after
Kaplan & Norton (1996). Figure 9.3.1 shows the disiens related to the seven step
programme of category management. They were varndatd and as one manager
once told me, almost directly extracted from thdét®#aining kit.

But additional tables were more specific to BESIdeded, they included dimensions
which had been hotly debated in the countries. Milkight he was ready to explain
his approach to colleagues, which he did in coratemss with CRS and category
managers of the affiliates. As many of the dimemsiwere challenging, he finally
honed this instrument to be presented at a CRSmgeéte could see two benefits by
doing this: a) the occasion would lead everyonentike clear their position on a
number of hot topics; and, b) decisions would h@véollow since the approach was
linked to Andrew'’s request. With the agreement ofudrd, the head of EMD, it was
decided that a full CRS meeting would be spenthendubject. This meeting took

place in March 2004.

9.3.2.Assessing the implementation scale

At the opening of the meeting, Mike presented tlygenda for the day. The

participants would discuss the enabling factorscédegory management before
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discussing the 8 step process. This level of dgonswould allow participants to
address strategic issues, Mike thought, that woputvide ideas and arguments for
Andrew, the head of Refinery and marketing for BEST

The opening discussion focussed on the financrakdsion. Mike presented the map

he had drawn up and the discussion followed.

Process
Strategy New Score Starting Score |. Partal . Score |. Full . Score
concept process implementation implementation
Financial target Financial target
Sales and for categories, for categories,
ross Sales and turnover, margin return on assets
Financial gross gross margin ' gin, ) '
L margin targets for av sales per inventory tumns,
objectives targets for . store, gross market share,
categories
shop profit, avarage net profit, GMROI
basket spend & GMROS

Figure 9.3.2: Implementation scale, financial objdives

Every country could easily measure sales and gmegins at the category level.
Even if the categories had been modified followthg introduction of the new
structure, it was possible to recalculate theseesl The indicators themselves had
been in use in the company for so many years, tasgkimed that the participants were
not really willing to change them.

Though all the delegates had experienced confiontatwith the technical
department, and thus the need to calculate rehdicators, they were very sceptical
about the idea of using these indicators as paahagveryday system. They were not
so much opposed to the idea but they felt lost i benchmarks. In everyday
discussion, everyone would have an idea aboutetved bf sales and the margin rate
of a category. Now, the most experienced managénsa feel able to make sense of

the new numbers. It was as if they had lost thailitg to judge situations.
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“We are changing the outline of the categories. Vdee trying to introduce the idea of shop clusters.
And finally, we are changing the indicators: the mgin definition is not clear anymore, the GMROI
and GMROS are just great but | have no immediateddof what they mean. It reminds me of the
time we took on the Euro. | feel totally lost.”(Ata CRS director Groveland, CRS managers meeting,

March 2004)

A few managers were also bothered by the fact sbate of the stores known to
perform well would suddenly look odd. The hierarabfythe champions would be
disturbed. The participants in the meeting feltttttze scale of excellence was
changing swiftly. Still, they didn’t really know veth the new picture would look like.
Logically, the implementation of these new indicatonade sense. Emotionally, a
great deal of uncertainty was injected into the tegys and managers felt
uncomfortable. They didn’t really know what to ddawthis new map.

Mike moved on to the next table addressing the sgtar§ objectives. In contrast to
the previous one, it was well accepted. It seerhatidategory management was about
dealing with the marketing of the stores and thésaaf management was within the

circle of influence of everyone, including Mike.

Process
Strategy New concept | Score Starting Score |, Partial . Score |. Full . Score
process implementation implementation
Direct targeting
Identified target Standardised o of specific
. Policy defined by customer groups,
customers, pricing, segment and Consumer
Marketing corporate customer S€9 . .
o L . integrated into penetration
ob]ectwes communication senice, store
owveral company targeted and
of range and lay out and - ) 8 )
. L advertising policy monitored with
promotions merchandising
panels and
suneys

Figure 9.3.3: Implementation scale, marketing objetives

In fact, the first positive feedback was quickly cothed out by more detailed

arguments, particularly on the availability of psndeveryone seemed to agree that
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only the beverage category was covered by foreqoamels. Apart from suppliers
data on confectionery (made available by Mastedpa@ohd tobacco (made available
by British American Tobacco), it was still very fiiult to assess the size and
dynamics of the market for many product families.

“When we are talking about these marketing thingsyeryone is used to formulations such as
“consumer penetration...”, but no one really says alty that this is just theory. We simply can’t

measure it. | wonder why everyone is nodding — ybss is what marketers should be doing. But this

is simply not what is happening! | can predict thato one is going to tick full implementation”

(Paul, CRS manager, Rockland, CRS managers meetWgrch 2004)

The discussion stopped with the call for lunch.c8imn implicit general agreement
seemed to be in place, the moderator felt thaethers no need to continue the debate
on these aspects after lunch.

After the break, Mike continued the presentatiofisfassessment tool and presented
the table he had called “relation to other depantsie(Figure 9.3.4). The meaning of
this dimension was to show where central categoanagement was within the
countries’ organisations. Though we were with amlience of CRS managers,
surprisingly, the subject became a challenge.

The table presented by Mike clearly mentioned thatcategory managers would take
the lead over the regional operational managermatters related to commercial
initiatives. And this was made a criterion of exeete! To a certain extent, the new
organisation had been made to centralise the maregeof the shop operations, but
so far it had never been put in writing. It wasréshthat the creation of an item such
as “category managers empowered to make decisioribd network” would be seen

as a provocation by those who managed the fuehbssi
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Process
Strategy New Score Starting Score |. Partial . Score |. Full . Score
concept process implementation implementation
Cat Mgrs
resen?in All relevant
p 9 department
business plans to . . .
. ) directly involved in
. Shop divided senior managers, .
Designated . business plans,
between cat categories
people ) cat mgrs
) mgrs in a allocated based
responsible . performance
structured on alignement
. for related pay and
Relation to ) way, cat and .
categories, mars understanding of graded relative to
departments Strategic g 9 their importance
. empowered workload, . M
importance ) in contribution to
to make sufficient cat
not . profit, structure
) decisions for magrs to ) .
recognised o allowing ewolution
the network maximise
L . of personnel
profitability with i
. within the shop
their performance ;
domain
measured

Figure 9.3.4: Implementation scale, relations to bier departments

Since the table with its attached score by coumtopld finally be presented to
Andrew, the CRS audience was not sure if this shdid part of the assessment
exercise. Mike felt he had to react to this concern

“This points out how confident you are with the diby of the category managers to run the strategy
of their business! Now, you have to be clear onstlissue. Is it a matter of giving more power to the
shop versus the fuel? Or is it a matter of senigrivf the category managers versus the regional
managers? Are you not keeping the job at a levadttlkensures that they will not take the lead? My

recommendation is to create empowered category ngans. They have to take a high level of

responsibility.” (Mike, EMD, CRS Managers Meetinglarch 2004)

No real discussion followed this intervention ofkdiin the meeting, as if it would be
impossible to generate a consensus on the imper@nithe category managers in the
strategic process. As time was flying, Howard, tlkad of MD, suggested moving on

to the last point of the agenda: relations withpdieps.
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Similar to the previous discussion on marketingidatbrs, the manufacturers’

relationship dimension was seen as a territory vihike had the legitimacy to put

forward proposals.

Process
Strategy New Score Starting Score |. Partial . Score |. Full . Score
concept process implementation implementation
Limited Preferred . .
. . Strategic alliance,
Arms length partnership suppliers, each .
alignment of
approach, approach, other strategy
o departments who
negotiating formal understood, speak directly to
Manufacturer | deal to deal, agreement annual business P Y
i i lack of trust with ke! lans, catego each other,
relationship Key pans, >gory tailored offering
and suppliers, information .
. . h ) ) . for our business,
information discussing sharing, supplier .
. . high degree of
sharing category adding value to trust
performance our business

Figure 9.3.5: Implementation scale, relationshipsat manufacturers

When faced with the table, many affiliates had esns about the idea of sharing data
with preferred suppliers. This was, as one CRS gemput it:
“A matter of culture: in the Anglo-Saxon world, maagers have a tradition of sharing information.

In Latin countries and in central Europe, people armore cautious. They see the control of

information as a way to exert power over the suppd’ (Stan, CRS manager DISCOLAND, CRS

Managers Meeting, March 2004)

The story of the fast lane chillers, in summer 2082 chapter 6), was still present in
the minds of most. Some doubts were raised on xtteneto which suppliers were

trustworthy. And despite the official request tahinformation, many of the CRS

managers knew that the data was presented in eatechway to make the task of
some suppliers harder. Everyone agreed that trssawaliculous game:

“Either you share or you don't, but you don’t wantb look like you share information, do you?”

(Paul, CRS manager, ROCKLAND, CRS managers meetixigrch 2004)
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This meeting ended in confusion. Some points hagh lietally agreed upon, some
remained unclear and some created excitement, thetsogenerated uncomfortable
feelings.

For Mike, the key point was that the CRS manageneed to go though the
assessments exercise. Howard closed the meetihgpetial thanks to Mike.

“This was a useful day. It seems we have a venaclgrocess to provide our boss with feedback on

his request to assess the integration level of metworks.”(Howard, MD director, CRS managers

meeting, March 2004)

Following the meeting, the retail directors, togetivith their CRS managers, carried
on a self- evaluation process. They scored theatdis where they could. As could
have been anticipated, some of the fields remaamepty, leaving Mike with the task

of completing the assessment of the maturity legk&ach country.

Process
Category
rnanagemenF New concept | Score Starting Score | . Partal . Score |. Full ) Score
implementation process implementation implementation
level
Fully
. Starting to implemented and
Not Doing Cat 9 Implemented Cat . P L
Lt try to o integrated within
Mgt with little . Mgt though it is
implement . the company.
Global more than an not fully integrated o
undertsandin Cat Mgt into the compan: This imolves a
assessment 9 though it is . p. y cultural change
of what Cat and their working
Mat is far from methodolo and an excellent
g complete 9y availability of
information

Figure 9.3.6: Implementation scale, global assessnie

As a matter of fact, the templates had been seaskt Wwéth detailed comments by the
affiliates. For example some observations were nadubeit processes and phasing of
the key events. Indeed, many CRS managers reptr&gdcategory managers had

trouble finalizing their budget presentations anei And they concluded sometimes
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too quickly, that it was due to their lack of s&ilBut Paul from Rockland had made a
very interesting point on the fact that these diffiies were linked to matters of
phasing.

“The category reviews need to be planned in Julywke want to be ready with the budget in
September. And when you start moving one event, lyave to reshuffle all of them. | have done the

exercise. | can send you my revised calendar” (PRaGRS manager, Rockland, CRS managers

meeting, April 2004)

Mike had taken the invitation to the letter andented the revised key annual events
(Figure 9.3.7), though they had not been approwethe other CRS managers. The
proposals he put forward, inspired by Paul, geedrabsitive interest and, it seemed,

was finally adopted by the country retail managers.

CATEGORY MANAGERS' KEY YEARLY EVENTS
AN | ore T omar T oar T oway T an T ow | Al [seer [ oct [ nov [ oec
Cycle 1 Cycle 2 Cycle 3 Cycle 4 Cycle 5
MARKET REVIEW
Panel and research review MRCI 1 MRCI 2
Competition review COMP 1 COMP2) COMP3
ASSORTMENT STRUCTURE
Assortment review
MERCHANDISING
Planograms update PLANO
PROMOTIONS
Promotions planning PROMO| ]
SUPPLIERS'MEETING
Business meetings SM1 SM2
Negotiation rounds NEGO 3 [NEGO 1 [NEGO 2
BUSINESS PERFORMANCE
Budget update E2 LANDING
Category Reviews CR2
Budget BUD
NETWORK RELATIONSHIP
Regional meeting RM1 | [ rRm2 ] [ rRm3 ] [ rRma ] [[Rvs5 ] [[rRme ]

Figure 9.3.7: Category managers' yearly events
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The ideas and comments from the affiliates provideld material to write the report
that Mike would submit to Howard, head of MD, ainthfly to Andrew.

“We need to determine what level we can take thliafes up to and create an action plan to take

them there.”

This was Mike’s final comment in an e-mail sentHoward together with his report,
two weeks before the submission to Andrew, at theé @& April 2004. The March
CRS meeting had been seminal. It had discussed whasttaken for granted after
nearly two years with the new organisation. Inreigort, Mike stressed that the CRS
team in Europe was about to explore one centrajestibhow to ensure better
efficiency in the implementation of the agreedtsiyges?

Howard read Mike’s report carefully; he added loaausions and sent it to Andrew
without changes. Mike was very proud of that butwes to become even prouder
when the head of refinery and marketing sent hismdoingratulations, stressing the
relevance of his proposals and the nice combinatigtructured data and quotes that
captured the feeling of life in the network so hycAndrew eventually agreed with
Howard’s conclusions recommending the acceleratibthe integration processes.
The CMs had been congratulated by Andrew at thie &t meeting of CONCEPT.
For the second time, they were thanked for theityuef their work, giving CRS

activities better visibility and recognition.

9.4. Measuring the speed of implementation

We are now in 2005 and many stores needed to hebisgtfied. In April 2003,
CONCEPT had been launched successfully in one stddescoland, followed by one

more store in each of the countries in the sumrh003. A year and a half later, the
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penetration rate of CONCEPT was still very low, gies efforts to improve the level
of excellence in the management of the networkegmty management had been
implemented to a satisfactory level in all the Hwwan countries, the shop
segmentation project had been carried out, etc.eMwecisely, only 18% of the
potential sites had been equipped with the new stegign, which meant that
CONCEPT was not yet visible enough in Europe. Thigying role that was part of
the brief in the creation of CONCEPT had not beemeved. Now, the roll out had
almost stopped and CONCEPT started to look datedelded to be modernised.
CONCEPT had taught BEST managers how difficultasvo deploy a shop vision in
the network. They were always good reasons notmtplement it: the CAPEX
limitations were one of them. It was therefore dedj in October 2005, to renovate
CONCEPT through CONCEPT Il and to monitor its rallt in an exemplary way.
SPEED was the name of the project which was tetdi Howard himself, head of

European Marketing Development (EMD).

9.4.1.Experimenting acceleration processes

All four major countries were brought within theope of SPEED and regular
meetings were planned long in advance to ensurmfiblenation and validation of the
decisions at various levels: the retail directtine, CRS managers and, of course, the
project team. The project targeted the publicatbnts results for the CEO board
meeting of May 2006. The following figure (Figurgt4.) indicates the phasing of the
project that was planned with nearly two years rfcgpation. The motto, if not the
obsession of the project was acceleration.

“The objective of the SPEED project is to highligihat performance has to be assessed in terms of

implementation rate and speed.”(Howard, MD, extraof the project presentation email, October

2005)
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SPEED, information and validation work plan

2005 2006
October November December Janual Februal March
ry ry
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b i 04/05/06
resentation
Retail Directors’ TEREGIT Retail directors’ I
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marketing
CRS Meeting CRS Meeting
‘ 23/11 08/03
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-
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Figure 9.4.1: SPEED, information and validation workplan

The idea of SPEED was approved by the steering dtteenof Refinery and
Marketing. A number of stakes were linked to it:bi able to secure the delivery of
the budget and long term targets, to control cSAPEX and OPEX) and to keep up
the pace of deployment.

CONCEPT Il would serve as an experimental projélse development of CONCEPT
Il and the performance review of the sites woulféioa view on the CRS activities,
combining the impact of all the performance andetaration projects included in the
long term plan 2007-2011. Its immediate purpose teatkeliver a modernised version
of CONCEPT and to roll it out through the netwotkam unmatched speed. But a
secondary expected outcome was the delivery okamplary process to develop and

roll out any type of project in the network. A pragime to monitor and animate the
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project was put in place with detailed preparafpdrases to be carried out by the

affiliates before the planned meetings.

9.4.2.Simulating scenario

When Howard and his team visited the countriesy there amazed by the ability of
the organisations to provide the information needéd segmentation of the network
was fully available and all sorts of matrices coh&lgenerated by clusters of shops.
The financial logic had gone all the way and resunere now measured at all sorts of
levels, including the category. The diagrams tlzat been prepared were very detailed
and particularly relevant to set priorities, forstance. Growth and deployment
scenario could thus be valued. A number of temgplagenerated in one or the other
country, were spread throughout Europe to enriehdiagnostic tools. The following
charts (figure 9.4.2 to 9.4.4) shows how the neftwarGroveland was analysed in
terms of attractiveness of the sites and accewgibil the project. The development
opportunities had been identified and the implemgon of these opportunities

quantified (Figure 9.4.2.).
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Prioritization of the development opportunities
Prioritisation of the opportunities GROVELAND : CONCEPT Il Refit
by stations clusters ‘ Station ‘ ‘ 16
Base CRS poneh
GM 2005 +3 M€
2009
' r Group1 | GM 2011 + 0,95 M€
! \ Return
\ \ Group Group3 | Group2 assessment Increment
Group| | 6 GM 05 vs 11 + 30 %
> 10 Group8 v Group 4 2011
E GerUp Group Grf)upS Group 7 Groéjp Gross Vs
% ~\\ 9 Group Grféjp Margin 2005 Opex 2011 +0,17 M€ ‘
g Group e Group (G™)
S 15 ‘ OR (*) 2011 ‘ +0,55 M€
* Sales \\\ Groupl? "7 2007
* Margin S Cumulated Cumulated
« Risk > increment Capex + 2,8 ME
level e 2005 2011
Tl 2009 Pay-Back 4,3 ans ‘
Accessibility IR 18% ‘
0
« Ability to manage Return (2006 — 2012)
« Costs / investments
+ Organisational constraints NPV
» Competitive intensity (2006 — 2012) 0,56M€
* OR: Operating result

Figure 9.4.2: SPEED, prioritization of the developmenopportunities

With such a good initial basis, Howard and his teaould dig into the data even
further and assess the cost of CONCEPT II with tgoaae, including the various
versions built to fit the different sizes of star@$e links to financials were done in a
systematic way taking into account refurbishingte@s well as the evolution of the

category sales, within the renovated concept.
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ROCKLAND, the deployment of CONCEPT II

Opportunities bubble chart

. L CRS CONCEPT Il
A precise cost estimation of CONCEPT Il Add. GMKE
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Figure 9.4.3: SPEED, cost estimate and pay back

The waves of deployment had been planned with aela@@tion factor in mind. In
fact, every country had reached a homogeneous leV¥eproficiency in the
management of deployment projects, at least onrpape

The SPEED team could finally consolidate the dedenfthe countries, resulting in a
vision of what the network would look like at thedeof the strategic long term plan
(Figure 9.4.4).

At the end of the process, Mike who was part of Hialis team, commented:

“I have rarely seen such a level of professionalismithin the CRS teams. But, and this is a major
but, this project has been managed at the CRS doetevel, with a limited direct involvement of the
category managers. Some dimensions of the projeerewclearly beyond the scope of their
responsibilities. But, damn it, in the whole projgdhe category managers are not visible anymore,

though they initiated most of the early projectsathhave served as a basis for SPEED: the

categorization, the segmentation of the networke thrticle codification scheme, the relationship tvit
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suppliers, etc. Today, it seems that everythingg@ng faster, but what would SPEED have been

without their previous initiatives!”

The acceleration allows to deploy our strategies
on 1101 sites by the end of 2008

SPEED PROJECT - CRS strategies - Deployment waves

End of Enf of End of
ay 2006 | PDeployment 2008 2010

1] acceleration (] y
Preparation of the large 466 Sites 232 Sites ;
393 Sites 7 ‘ 10 Sites | ! !
scale deployment phase 270 Sites [{ 196 Sites || 128 Sites | 104 Stes 3
‘ o | : 182
DISCOLAND { 113 44 sites |25 sites / ! / / ! / / Sites
§ sites ; 1 1
? P . Lo . : 542
RAPLAND } 134 143 195sites |82sites 85sites |3sites | / / Sites
! sites sites ' i
| . I I D Lo 177
ROCKLAND i 95sites | 18sites {5sites P3sites | 19sites | 7sites | / / Sites
: . Lo o | 200
GROVELAND i 51sites | 65sites i61sites | 23sites |/ / 3 / / Sites
2005 2006 2007 2008 2009 2010

Figure 9.4.4: SPEED, deployment program

The SPEED project was presented to the CEOs baavwthy 2006, according to the
initial plan. At the end of the presentation theagr light to proceed was requested.
The project team needed a validation of the stirategentations that had been
presented, the investment budgets that had bearestsgl and finally a positive
feedback to anticipate the 2009-2011 investmengétsdfor the acceleration of the
deployment waves. The green light was given andircoed in the minutes of the

committee published in June 2006.
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9.5. Conclusions

This chapter has shown three very distinct pergsgecton performance: the
measurement of economic outcome, the assessmdeiné afuality of processes, and
the measurement of the speed of implementation.

First, the discussion on the margins and ROI r&fldee wish to monitor the economic
outcome out of marketing activities. At the intnaguct category level, a simple
indicator such as a margin can take different forows case illustrates how a shift in
the organization has generated the need to graupugaaspects such as a commercial
margin, over-riders and promotional points, resgltin a different hit parade of the
suppliers. Because CMs cannot dedicate their ftéh&ion to all the events, they have
to focus on essential phenomena. Consequentlycatals that make things appear
first or last in a hit parade list are of paramoimportance in the economy of their
attention, in the definition of their prioritiesna finally, in the selection of products
that they display in the stores.

As CMs gained responsibility, and as they wishedxpand their category, they were
confronted to an inter-product category logic. Timnestment procedures request the
measurement of a R.O.l. which impacts stronglyhibgparade of product categories.
The shift of indicator created the visibility of dar ignored phenomena (e.g.
beverages use a chilled cabinet whereas confecyioneolves a dry standard shelf
which is far less expensive to operate). It reodehe discussions on the raison d’étre
of products and services families (e.g. what isciribution of toilets?). The change
of metric created an issue because it disturbedainne interpretation of what was
perceived to be good or poor performance. Whenréimking of suppliers or of
product families was changed, managers lost tleitire, spontaneous feeling about

how to interpret a particular number.
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Secondly, our case has also shown the importangeetifcs, such as scales, to assess
the quality of implementation of category manageimdfaking things economic is
about implementing what is believed to be efficiena standard way. The quality of
marketing processes was made equivalent to thé ééwmplementation of category
management. A scale, using ordinal parameters, madd#e and explicit elements
that so far were discussed in a tacit way, as ¢hddrship of category management
over operation managers has shown.

Thirdly, this case has documented how the speetmpfementation became an
essential performance indicator. The expansioratégories led to investments which
called for the measurement of ROI, and indicatoictvhs very sensitive to time
effects. The SPEED project reflects this concerti wime. CONCEPT | had become
obsolete before it was implemented on a large sdalwas perceived that if the
implementation is slow, it opens the door for toany discussion, thus diluting the
original concept and reducing ROI performance. CEGRT Il was taken as an
opportunity not only to modernize CONCEPT I, but éxperiment with and
standardize roll out procedures. The business waisien by Howard and his team
could aggregate a large variety of numbers in tabled graphs at a European level.
This was made possible by the preliminary work dbyeCMs who created the

metrological infrastructure necessary to operatedlcombinations of numbers.

This case ends the second part of the thesis.daises have been presented that deal
with market shaping: product managers have becamtegory managers, suppliers
have been qualified, negotiation rounds that frahee meetings between the focal

retailer and its suppliers have become structunedrautinized, the petrol station has
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been denaturalized and specified in terms of shygmwlagy and finally, the
performance indicators have been changed.

The following chapter will focus on the analysistioé cases presented so far whereas
the last chapter will draw the overall conclusidmsn this study. These two chapters

form the part 1ll of this research. This part idlea “Valuation, metrologies and

judgement”.
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Structure of the thesis
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Markets and
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manage markets with suppliers negotiations service stations business Performance
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Chapter 10. Analysis

10.1. Introduction

The object of our study is a complex phenomenordeidls with the shaping of
markets through market practices. The marketshitna¢ been studied are based on the
ways BEST managers define them. These are empmeakets. To study them, a
variety of entry points have been considered teecearious facets of these markets.
Because category management was explicitly defoyeBEST as a method designed
to manage markets, its introduction provided meénaitprivileged situation to study
market agents, goods and the conditions of thahaxge. Five empirical case studies
were constructed to illustrate multiple facetslud@ng markets. Chapter 5 is based on
the controversies that surrounded the emergendbeotategory manager’'s job at
BEST. It describes how category management becatopi@ within the company,
how the idea of creating a new kind of job emergai how this job was positioned
within the organization through its grading andalb@n within the organizational
chart. Category management was first implementedugh the rolling out of
CONCEPT resulting in many adjustments to make ththod work.

Chapter 6 described the evolution of the relatignbletween BEST and its suppliers.
With the qualification of preferred suppliers, anmher of projects were initiated with
tight control over the measurement of suppliersfggenance. Category managers
became experts at conducting experiments with ggplwith the aim of
implementing successful marketing operations in BESetail network. Chapter 7

focused on product-market definitions. Through $hedy of category reviews, we
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learned how suppliers tried to shape the markeesgmtations of their customers with
the expectation of gaining shelf space in the shdpas generating a better
environment to push their brands and products. @©hap documented the ways a
store typology was created to facilitate the deplemt of a new shop concept. The
denaturalization of the petrol station allowed BE®Tcreate various shop clusters,
resulting in a multiplicity of definitions of theoasumer-on-the-go. Lastly, Chapter 9
tracked the evolving definition of performance withe gradual introduction of
category management within BEST. From a vision effg@gmance measured
predominantly by fuel volume sales, the retail aigation moved to the calculation
of a complex margin that includes various elemdhtsventually settled on the notion
of measuring return on capital employed (RoCE)fbproduct categories.

These five entry points have been selected to igighla number of constitutive
elements of markets. However, we should not fotlgat these cases are embedded in
a broader case (Yin, 1994: 44). In short, the cabkesild not be seen as distinct and
standalone. The different elements of market slypgresented in each of the
empirical cases are highly interconnected; efftotsnake changes in one element
have effects on others.

As Ragin (1992: 124) remarked: “...cases make noesbpshemselves until they are
linked to something more general” This is why fraghia case necessarily involves
theoretical choices. In short, empirical data dctmsts a case by defining it
theoretically. According to the methodological apgrh adopted in my research
project (see chapter 3), the objective of the amslis twofold. Firstly, the analysis
aims to confirm the basic characteristics of theothtical framework presented and
discussed in Part I. Secondly, it aims to discomew theoretical insights by

uncovering what lies behind the phenomena analys®dl not envisaged in the

309



Analysis

framework. Broadly speaking, this chapter seekexjlore the work of Callon and
associates on processes of marketization. | wastaov that this approach provides a
rich theoretical framework for understanding theesapresented in the empirical part
of the thesis.

Having made the reader aware of the role playethbycases, | will now focus on
their comprehensive analysis. To achieve this #a,chapter explains how markets
are shaped through particular socio-techraggncementéSTAS). The constitution of
STAs highlights particular efforts to govern econorife. The role of calculative
agencies can then be studied in terms of how idea$inked to calculations and how
particular forms of calculation are made viable andtainable. Lastly, one particular
aspects of calculation is explored to shed lightrenways agents interpret the results

of calculation in their efforts to shape markets.

10.2. Efforts to govern economic life: shaping markets

Using a relational perspective (Latour 2005), tihgective of this first section is to
demonstrate that the five cases are not discreitesrthat need to be compared and
contrasted through a cross-case comparison methstéad, | argue that these cases
are tightly interwoven, allowing me to illustratéferent aspects of market shaping
and move between levels of analysis, from the miorthe macro level. | will argue
that a STA is made of heterogeneous elements thep ka number of market
constituents together. A method called “categorynag@ment” contributed to

coordinate the actions of market practitioners.

10.2.1.Moving away from traditional fuel stations

The merger between two fuel companies was a p&tiecnoment in the history of

BEST. It generated the need to enhance a retailreuhs a way to unify the systems,
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methods and retail networks (chapter 4) of the emtties. The discovery that the
shop was a key reason for visiting a station ledh introduction of a method,
category management, within our focal retailer witlte help of training and
consulting firms (chapter 5). The intention to meetbe shop networks had a more
profound consequence on the future shape of thatiregs network. The decision to
implement category management had shown how muehkdhcept of petrol stations
had been naturalized within BEST. Petrol statioreyewnot important to BEST
because they sold fuel. They made drivers stojpécduse of a large variety of offers,
initially called diversification activities led byon-fuel managers (chapter 5). The
shop became important to BEST because of its ttakribution to the margin
delivered by the petrol stations. This diluted gre-eminence of the fuel activity at
BEST, one of the major players in the fuel retadirket in Europe, opening a window
for rethinking what a petrol station stood for (ptex 8).

A market made up of fuel stations had become a etavith stations where drivers
could refuel but also buy snacks or beverages. miiket shaping has been achieved
through the mutual influence of metrics (e.g. thpaortance of non-fuel sales in the
margin of the station), the reference to a novetketalogic (e.g. food retail), a
managerial method (e.g. category management) thgerseded the existing
managerial division of labour (e.g. non fuel mamageand material entities (e.qg.
shops and the products on display). The combinatidhese factors generated a new
version of the consumer. Whereas the consumer bad kegarded essentially as a
motorist stopping to refuel, BEST now saw a conguomethe-go who could buy fuel

as well as a limited set of snacking goods.
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10.2.2.A station with a snacking offer

The shift from product managers to category marsagenapter 5) made the latter
responsible for growing a product category whiclrantghat they had to be sensitive
to the detailed evolution of many product-marketsapter 7). Their need to access
market data drove their attention towards thoséybcategories where trends could
be discussed with suppliers on the basis of paa& ¢(chapters 5 and 6). Those
product markets where no data was available wenplgiignored resulting in the
demotion of these product families. The selectibproduct families to be displayed
in the shops was affected by the decision to manaelucts with category
management. In terms of performance, category nemeagarted to look in detail at
the sales and margin figures of their category. $¥ess of global sales and margins at
the shop level became less important. The ambitaneasure market shares became
visible, although neither suppliers nor market aesle institutes could provide figures
at the petrol station channel level (Chapter 9)s Thovement further reinforced the
importance of the shop. It also perpetuated the ittat the shop’s assortment was
made up of snacking items such as confectionaryerbges or sweet and savoury
snacks. Because of the increasing presence of tmeskicts in all BEST petrol
stations in Europe, the role of these product filaniMvas enhanced.

In short, the market fuel stations served was &urtshaped through multiple
associations between a particular type of job (eategory manager), product
categories (e.g. NABs), available data sets (eagels) and metrics (e.g. margin and

sales at the category level).
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10.2.3.A station with a wide offer for travellers

The grading of category managers was an essetgfalrs the acceptance of the new
job (chapter 5) within our focal retailer. Becaudehe decision to keep payroll costs
constant within the overall organization of BEShdpter 4), the grade and the salary
of category managers was constrained (chapterf3hel category managers were
graded lower in the pay scale, country subsidiazaedd hire more people to cover a
larger number of product families. Each categorynager would thus be able to focus
on a smaller number of product categories. Theydcdevelop their expertise in each
and every segment of their category (chapter 7)tley would need to be closely
supervised by a senior manager. This would leaccdingpany to favour planograms
that could integrate a wide assortment, possibjyséeld to each region or type of
station (chapter 8). Conversely, if a team wouldhpase only a few, more senior
category managers, their ability to analyse detailld be limited. In this event,
category managers would have a tendency to strwvethe standardization of
procedures, bringing with it pressures to reduae iamber of shop types in the
network (chapter 8). However, these senior categ@agagers would be on a par with
the regional directors and the technical departnvemch should enable them to
influence investment decisions.

The expansion of the non-alcoholic beverages sedtisstrated this scenario (chapter
6). More senior category managers would also beensballenging with respect to
corporate strategy and would be more willing topmse daring initiatives, pushing
BEST further away from its traditional activitiesh@pter 8). The proposal to create
stations without fuel or to enter into allianceshniood service specialists came from

these senior category managers.
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When locating category management within an orgsditizal chart (chapter 5), the
company reconceptualised non-fuel activities asana \Wash-Restaurant-Shop entity
(CRS) dismissing the idea that the non-fuel busingsuld simply be made up of
snacking products. The exploration of new concéptshe restaurants and car wash
(chapter 8) generated a renewed momentum on thienstaarket by reminding
travellers that they could take care of their cegst, eat a full meal or drink a coffee
within the confines of a station.

Similarly, the CONCEPT project was an occasion det ta novel shop concept
designed to develop the offer of fresh productstations thus turning the shops into
convenience stores. This project also was a wassess the capabilities of product
managers equipped with category management td fodir new mission. It soon
became obvious that “category management” had tdbpted to make it compatible
with existing work practices of at BEST (chapteml 5). The absence of panel data,
the existing routines of product managers and tivee pressures, or the difficulty to
clean up data and centralize the coding of prodamsexamples of misalignments
that posed difficulties for the implementation at@gory management.

A third configuration of the fuel retail market hlasen shaped through agencement
made up of a classification system (e.g. the Hggls grading system), job
descriptions (e.g. seniority of the category mangagepresentations (e.g. typology of
stores, planograms), physical entities (e.g. tlendsrdization of shops, concept
prototypes), organizational forms (e.g. projects) atrategies (e.g. alliance options).
It implied a new version of the consumer that hiast foeen called driver, then

traveller and finally “the consumer on-the-go”.
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10.2.4.The organization of a general grocery chain

Product managers were converted into category neasahifting the location of their
jobs within the organizational chart and thus redgydhe importance of regional
interactions with their suppliers (chapter 5). Emergence of category managers, as
a function that grouped purchasing and marketimgtions affected the relationships
with suppliers, making some of them category cagtaind awarding them the status
of preferred suppliers (chapter 6). To operate iwitthe rules and constraints of
category management, the set of possible suppbemame restricted to large
multinationals. The resources required by categoapagement, namely in terms of
collecting and analysing market data, had an impadhe product families that could
be pushed on to the shelves.

When category managers became responsible forgminthand marketing a specific
family, they were able to see up-front and back gimar as well as commercial
margins. The visibility of total margin in one slagplace overturned the ranking of
the best performing products and suppliers (ch&)jteFhe space dedicated to product
families as well as the space allocated to eacmdomaithin each family, were
reconsidered and generated a new set of shelvesvifuich consumers made their
purchase choices.

The tests category managers performed with theligappand in particular the Fast
Lane Chiller initiative (chapter 6), illustrated ethpower of data sharing and
collaboration. Where this attitude is in place,egary management could thrive.
Conversely, when there was little or no collabamticategory management lost much
of its power. This success or otherwise of categoapagement also had an impact on
the market research industry. The collection ohds#tthe fuel station channel level

became an opportunity for market research firmaftdr 6).
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The implementation of the fast lane chiller inittat also shows how a test had an
impact on the physical display of the shops, iis tase through the placement of a
chilled cabinet in front of the check out deskse BExport of so-called “best practices”
generated effects on other markets. The methodologyemented in the FLC
initiative was deemed a success. lts deploymentth@r product categories was
requested by other category managers. This in foushed category managers to
require structured recommendations from suppliérallocategories as the case on
category reviews shows (chapter 7). Incrementbifyconstructing data and accessing
the internal sales figures of BEST, multinationapgliers could make category
management work, and turned this method into a Uit way to develop
relationship with their customers (chapter 5).

Category management generated annual events azdkegiory reviews in which
retailers and their suppliers compared and comiasteir views of product-markets
and reviewed the terms of their relationship (Caa@). In these instances, product-
markets are framed through the persuasive atteaiptse suppliers to impose their
view and the ability of the focal retailer to fon all-round view after calibrating its
own views against those of a set of suppliers. Udjinothe exposure to numerous
market perspectives that include panel data, simoulaools (chapter 7) and test
procedures (chapter 6), BEST category managereda&onsiderable expertise. With
the help of their suppliers, their marketing irtittes became more and more fine-
tuned, resulting in higher success rates at thel lefvshop activities. These successes
reinforced their legitimacy within the organizatiohVith extensive practice at
analysing data, marketing people turned into sdichited analysts. The interaction
with suppliers was supported by better and morailéet marketing analysis. The type

of negotiations category managers conducted wadonger based on product
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descriptions and prices. The object of the negotiat became detailed marketing
plans designed to enhance the sales of a partigtdduct category (chapter 6).

As their retail expertise soared, the employabitifycategory managers increased,
generating equivalences between a job at BEST andtheer grocery retailers.
However, the areas where BEST lacked know-how becahearer too. The
generation and management of new restaurant canckpt example, highlighted
BEST’s lack of capabilities in this area and sutgggotential alliances with food
service companies (chapter 8).

The gradual reconfiguration of fuel stations inengral grocery stores was achieved
through the alignment of a managerial method (@ategory management), with an
organisational and geographical shift (e.g. locatbthe category managers in terms
of both organisational charts and sites), with pdures (e.g. category management,
gualification of marketing programs), organizatibf@ams (e.g. project), actors (e.g.
suppliers), physical displays (e.g. shops) and teaipschedules (e.g. category

reviews, budgeting processes).

10.2.5.The making up of the “on-the-go consumer”

The deployment of CONCEPT called for a new typologtores. This stressed the
idea that no two shops looked alike and that ardgmained description of the shop
entity was needed. The resulting typology of sh@gsapter 8) with 7 elementary
types of needs created a wider heterogeneity witha world of fuel retail. It

triggered a discussion on the number of clusteasdbuld be feasibly managed by the
category managers. A higher level of adjustmentaiesumer expectations could be
envisaged with numerous junior category managesavésely, when there were less

senior category managers, a higher level of stalimttion was needed. The whole
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store network was strongly shaped by the decisiorihe number and rank of the
category managers (chapter 5).

This description of the shop network with a typglogas an exercise that triggered
the creation of alternative typologies for the weash and restaurant businesses. The
managers of all the Car Wash, Restaurant and Stifitias used similar procedures,
though they did not label them in the same way ({tdra9). As far as principles are
concerned, category management became largely eatofghapter 5). As the
deployment of a store concept is a costly initetfghapters 4 and5), the calculation
of return on investment (ROI) became a common [@adb assess the performance
of the refurbished shops and this applied downh® measurement of product
categories. Non-alcoholic beverages were initi@gsessed with a global margin
generated by the category and were perceived ap aahked category within the
business. With the introduction of a ROI logic, thieecome an average product
category due to the cost of installing and opegatimilled cabinets. This logic
triggered a shift in the type of performance inthea in use, resulting in a new
ranking of suppliers (chapter 9).

The roll out of CONCEPT would have an impact on ¢besumers themselves. The
concepts of proximity shop, of truck stops, of wptkces or motorway rest stations
can potentially create different versions of thastomer. For example, the availability
of stations on the motorway involves the creatibofters designed for motorists who
travel long distances. The CD/DVD, snacking or eeffmarkets are immediately
affected by the implications this work will have tme attention of the managers in
charge of developing marketing plans. Similarlye gandwich and restaurant markets
are affected by the decision to implement work @latations. By defining needs for

consumers, the work of classification designed BSB contributes to making up of
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this new agent, the on-the-go consumer. As sodhiasiew type of consumer could
be validated through the results of CONCEPT, furtsieategic options would be
made visible. The on-the-go consumer can be foanain stations and airports as
well as on the roads. So why should CONCEPT beicesd to roads only? Why not
create a network of shops in train stations anubais, for example?

In this shaping of the fuel station market, the sagfements observed in previous
configurations were at play once again. The aligmnoé heterogeneous elements was
needed to glue together shop types, managerialggoperformance indicators, type
of activities as well as a new version of the comsuthat no longer needed to be

driving a car to be of interest to BEST’'s managers.

10.3. Linking ideas to calculation

Among the arrangements that hold markets togetteculative agencies play a
crucial role. We need to understand how particfbams of calculation are made
viable and sustainable. Our starting point (seeptema?2) is the definition of

calculation proposed by Callon & Muniesa (2005) &aliskan & Callon (2009,

2010). The concept of calculation can be seen serias of three operations. First,
entities have to be detached from their originaitert and place within a calculative
space. Qualification processes are at play heree@n object is framed through a
certain angle, it can be governed and defined aat wbunts. The object becomes
disentangled through this specific framing and neraltan be assigned to it. It can
thus be compared with other objects. This is theors@ operation involved in

calculation. Lastly, a new entity must be produtedugh the extraction of a result

out of this calculation. The resulting entity haskte able to leave the calculative

319



Analysis

frame and be amenable to further translations. VWeeathat this last dimension
involves a rule of interpretation that is an ess¢énélement for the result of a

calculation to be used in further actions.

10.3.1.Naming things

In our cases, qualification was an on-going procé&3dassification allows us to
allocate objects to categories, to create new oatesy or redefine existing categories.
In our empirical cases, the definition of activitieas the subject of long discussions.
At first, fuel and non-fuel (or diversification) waa core distinction within BEST. It
soon became fuel versus shop, and finally fuel,veash restaurant and shop. The
managers that were in charge of these activitie® walled either fuel or non-fuel
manager. The non-fuel managers became product meEnag they were in the
regions, and category managers when they movdtetbd¢adquarters with the task of
organizing purchases and sales activities for @rgcolar group of products (chapter
5). With the introduction of category managemembse suppliers who could comply
with the requirements of the method became categgptain, relegating the others to
the rank of “regular suppliers” (chapter 6).

At the time of category reviews, the play with ttenomination of beverage segments
became visible. The non-alcoholic beverages busines structured with segments
called carbonated soft drinks (CSD), juices andewaBome drinks were healthy,
others were too sweet. Some were fruity and fuhergst were dull. The list of
qualifiers was endless (chapter 7).

When trying to qualify what a shop looks like, floeirth case shows how a label (the
petrol station) was denaturalized to create a watéety of shop types, ranging from

motorway stations to mom and pap petrol statiomiscammodity stores.
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Finally, the term performance was constantly regfito highlight the issues that
were central to the discussions within BEST. Fudlme, shop sales and margin,
category margin, front and back margins, returnnmestment were just but a few of
the performance indicators used (chapter 9).

To make the world intelligible, one needs to represt. This representation process
starts with assigning names to chunks of realitytbere. Objects have to be defined
in order to be manipulated and made governable. Worx of naming a thing, an
activity called denotation, is a way to qualify tisrld. But one term can hide
different meanings, giving some flexibility to cgtey definitions.

Different versions of category management were, deample, noticeable in our
study. The standard procedures of category manageasedefined in books (e.g.
Aujla and Boitoult, 2002) differed widely from whtite managers of BEST did when
trying the method out in the CONCEPT project. Ilifatied again from what was
implemented by a supplier, BEVCORP when trying éxdme a category captain.
Sometimes, a precise procedure was expected, esapter 5 when Mike expected
category managers to implement what he called “realegory management. But
sometimes, the application of generic principless vemough to call the process
“category management”, as in chapter 8 when the,shar wash and restaurant
managers implemented a similar approach, thougherattly in the same way.
Similarly, the world “shop” had long been used &sdibe the entity attached to the
forecourt, though the buildings had very differerges and roles for consumers. The
precise description of the shops led to a stor®ltgy to create diversity in an
otherwise monotonous landscape (chapter 8). Eversticalled “consumer-on-the
go” presented a wide diversity that could be obsgémwhen drivers stop at a station.

They differ widely when they stop on the motorway,a neighbourhood station or
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near the office. The label “consumer-on-the-go” weasy flexible and encompassed a
very broad set of realities (chapter 8). In facnaeptual categories helped reduce
diversity by assigning the same name to objectshthd a certain degree of similarity
thus making us forget the differences.

To qualify the world through naming is not just deative. It also confers a
connotation to the designated object. Denominats®srsed to qualify issues and as
well as disqualify certain matters. To be desigate a “non-fuel manager” is both a
gualification and a disqualification because thgotof what is managed is defined
negatively. The expressions “shop manager” or ‘Gatg manager” were preferred to
highlight a kind of expertise in retail manageméttapters 4 and 5). In relation to
suppliers, to be a category captain was a way ¢orbe qualified for a certain type of
collaboration with BEST, but it was also a way tequialify other suppliers (chapter
6). To call water a “dull beverage” was a way taiml that it was uninteresting, and to
stress that carbonated soft drinks were “too stigas a way to highlight how
“natural” water can be (chapter 7).

One patrticular instance of this qualification presevas the case of the car wash
manager who implemented the procedure of categaryagement, but did not want
to be called a category manager. He preferred &p kbe denomination car wash
manager to keep the technical image associatedtw#tlactivity, and to stress that his
culture was closer to fuel rather than retail. Ron, the term “category manager”
should be reserved for those dealing with packageds (chapter 8).

Affixing a name to an object is always a way toggiva quality, which is both a way
to define what things are, as well as to clarifyhmne feels about it. The assignment

of a name also turns an object into a nominal teia
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10.3.2.Creating a relation between things: Classifications

Qualification processes were on-going throughowt tkeriod of our study, in
particular through the process of naming objectse Gpecific case of qualification
was the use of classification devices organizediradoa particular principle that
generates a relation between classes (Bowker & 8389). The Hay grading was an
example of a system imported as a ready-made fitas®in device for the evaluation
of the category management job (chapter 5). A ppbdamenclature served to create
groups of products with a similar weight when definthe responsibility level of the
category managers (chapter 5). The flavoured wettse illustrated the difficulty of
allocating one particular product to one specifester of a product nhomenclature
(chapter 7). The segmentation of beverages, wisieghway to classify products, was
proposed as a classification system by the sugpl@®describe the beverage market
and allow for the measurement of segments’ sizegaogth (chapter 7). A hit parade
of suppliers and best selling stock keeping urgislys) was used to highlight which
were the top performing brands and products (cih&te

But the classification devices that we have idesdifdid not just describe and situate
things. They created a space of concern. A spaceccdipational functions (e.g.
purchasing, cost control, promotion assistant)est@ merge functions and shape the
outline of a new occupation. A geographical spaegi¢ns versus headquarters) was
used to facilitate the monitoring of a new perfonoe indicator (the total margin).
And finally, an organizational space was createdrtulate the management of car
wash, restaurant and shop operations. As it emesgighin BEST, category
management positioned managers on a job markéeasame time as it placed the
shop within a new reference market, general grooetiail rather than the fuel retalil

market.
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Classifications serve the purpose of making sehseeoworld. However, as we have
stressed, these descriptions are never neutray fiekp to define what counts and
what needs to be governed through the framings they create. The use of
classifications has thus a political dimensionnfake things governable is a matter of
defining what counts, which is in large a matterpafsitioning an issue within a
system of qualifiers.

The operation that consists of placing objects @ntalculative space, frame them as
objects to be governed. It relies on the qualifaabf things. Our cases were made of
fairly distinct stages. First of all, the namingtbings locates them in a certain space.
Secondly the definition of the outline of the copickelps to define if one object is
central, marginal or external to the class. We @¢@dle how flexible some definitions
were, generating a certain elasticity of conceftsd lastly, the use of classification
devices and the allocation of objects to the ckasseate a notion of order between the

nominal variable. It turns entities into ordinaliables.

10.3.3.Combining things together

Once objects are defined and located in a spegjpiace, they can be extracted from
their original context and be manipulated. A numten for example, be assigned to
an object. Once category management was locatatieoilay grading system, the
level of salary attached to the job became framaéldwing for the calculation of the
number of category managers the organization cowédfor a given payroll (chapter
5).

If it is agreed that the relationship with sup@iexill be managed with category
management, the unit of analysis for measuringoperdnce becomes clear: the
growth of the total category supersedes the grainy given brand. Consequently,

one can calculate the result of a particular margeprogram, as in the case of the
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Fast Lane Chiller initiative (chapter 6): successdefined by the ability of one
initiative to grow the category.

With regards to consumption (chapter 7), a sinplacess could be observed. When it
was agreed that consumers expect less sugar inetherages they drink, one could
explain why flavoured waters that contain littlegau should be positioned as a very
healthy drink among the fruity sugary beveragelerathan among the absolute non-
sugary waters. It was then possible to measursitieeof any segment and its growth.
But the concept of sugar itself needed to be ddfibefining a concept worked as the
first level indicator in the calculation processig@r content in a beverage was defined
in one country as the content in saccharose. Last@s excluded from the definition.
This indicated why a beverage with saccharose oalyd not be compared with a
beverage that includes both lactose and sacchdhosmgh the two are sugars in
chemical terms. When this definition was made explone could measure the sugar
content of a beverage. This is a second level atdic It takes the form of a measured
value: 15¢g of sugar is the instantiation of thecat of sugar content in a beverage.
Finally, a relation can be established betweerouarbeverages. The representation of
a sugar level on a scale helped understand whydled waters are healthy when
compared to carbonated soft drinks (chapter 7).

With respect to the global petrol station netwdhe shops could be manipulated at a
distance from the European Marketing DevelopmemIBIE department at BEST
through epitomes that allowed the department toesgmt them and their locations.
As soon as a typology of stores was made availaimhe could define where
CONCEPT could be deployed. Thanks to the estabbsiinof this typology, one
could count the number of stores that belonged ach ecluster and define the

investments needed to roll out the new store degarapter 8). Because the
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description was available, the shop lay out coddranipulated at a distance through
plans and detailed planograms established for glop cluster (chapters 5, 7 and 8).
When managers prepared to deploy CONCEPT, theyl@adily calculate how many
stores would benefit from the idea and therefone hany shops would share the cost
of development. A return on investment could bewaled at a store level, as well as
at a European level (chapter 9).

In the relation to suppliers, the performance & thanufacturers and their brands
could be assessed in various ways. The hit paradieecbrands and suppliers was
pictured in one way when performance was measurégtins of sales and margin. In
this situation, the non-alcoholic beverages andaCGola were said to perform
outstandingly. But the outlook was very differemtoither metrics were used to
calculate ROI at the category level. When the obsthe chillers was integrated in the
calculation, the ambient beverages performed bétin the chilled. The general
NABs performance then lagged behind the confectiobasiness that only required
regular retail furniture (chapter 9).

As we have seen, when things are framed in a oentay, they can be manipulated
and combined in an abstract way - i.e. detached their original context. To choose
a way to measure a given phenomena requires sioapiiins and / or approximations.
To opt for one measurement technique is to tramslae object within a measurable
representation that is selected for its supposegasnce. In one country, the trends of
the market had to be assessed through the salB&E®T stations, a metrological
interpretation that was accepted as the best gesajproximation to the global
market (chapter 5). This metrological interpretatidinked one measurable
phenomenon (e.g. internal sales evolution) to égdated phenomenon (e.g. market

evolution). The implementation of measurements ctalen become the routine
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execution of a procedure. Thanks to metrologicatfices, an object can be assigned
a particular type of inscription, a number, whicdncbe combined with others for

further calculations.

10.3.4.Extracting a result out of calculations

For Akrich & Latour (1992), the in-scription of @ugts through qualification and
calculation generates a script, a sequence ofrectimat results from qualculation
process (Cochoy, 2008). The work of classificatian, we have seen, consists in
assigning cases to categories within a generakitizgion system, an operation
which is neither neutral nor inert. Categories dan associated with a set of
procedures and action routines. To classify ancbbyhin an existing system locates
it within a frame of reference. The subsequentutaton generates a result, which is
no more than a further qualification. A rule ofargretation is needed for agents to
understand what to do with this new qualificati®ircian semiotics (Peirce, 1984)
calls this rule of interpretation “interpretant’eBause they use Greimasian semiotics,
Callon, Latour and associate have not explored the®retical potential of this
dimension. Muniesa (2007) suggested the use ofctimgept within the context of
market shaping, as explained in chapter 2. A decibias to be made in the flow of
actions. Classification interpretations and caltofes serve the monitoring of
activities through the establishment of a relatitat we can represent as a
mathematical function: [IF (f(x) =y), THEN “sometig”]. The work of qualification
defines the quality of x and classification defin&s relation to y. The work of
calculation and in particular metrological activityeates the equation f(x)=y. But a
further relation still needs to be establishedthar calculation to be complete. This is
the sequence [IF X, THEN "something”]. A program adtion has to follow the

calculation. Our cases illustrate various typethete interpretations.
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A first rule of interpretation that | call teleol@gl interpretation defines how markets
and consumers behave. The idea that BEST was begamietail company defined
large retail organizations as strategic benchmbrkother words, the managers at
BEST selected an element of the environment they thished to interpret. This
created the link to a certain kind of interpretantliagnostic one, that defined a series
of causes and effects, which are part of the meansystem within retail. This
generated, for example, the idea that category geanant needed to be put in place
(chapter 5). If large retail organizations perfodneell, and if it was said that their
success was attributable to category managemeant,BEST should adopt category
management. The representation that BEST andpidists used to ran their business
according to the rules of category management recamded the use of regular
category reviews (chapter 7). It also involved thaeit agreement that business
partners would share data when setting up con@petations (chapter 6 and 7). The
shop typology was heavily affected by the pre-cptioa of what activity BEST was
in. If it was defined as general retail, a part@culype of consumer marketing was
implied. For the restaurant manager, the influeoté&tarbucks or other fast food
restaurant chains was implied by the referencdn¢oneo-restaurant market. For the
carwash manager, another set of routines was iaddivat immediately included the
calculation of ROI of the car wash business plamter 8). The idea that BEST
would serve the on-the-go consumer created thempdi locate shops in other places
than on roadsides. But conversely, the notionBE&T should be in the energy sector
would create the conviction that the company hadeab interest in operating a retalil
network. Therefore, various strategic options cdu#denvisaged: a partnership with
grocers or restaurant chains became an obviousbpitgsand in the extreme, the

network of petrol stations could be sold off (cleap®). The enactment of a certain
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strategic environment was combined with a certaiarpretation of the competences
of BEST managers and the organization as a whaole r@presentation of the strategic
field the company was in, such as the fuel retailhe grocery business or even the
energy sector, structured the interpretation ofrdsalts of previous calculations. In
all these examples, calculation was never fullpatgmic; in other words, freed from
interpretations. This demonstrates that the deédimibf a frame of reference has a
political nature.

But our empirical material also illustrates a set@et of interpretants at the micro
level. A myriad of decisions and rules of interpt&in were invoked to define what to
do with the results extracted from a calculation.c#@use-effect law that linked a
particular performance to the drivers of that perfance was frequently invoked. The
rule of interpretation, a diagnostic one, is th@rhis result was generated because of
X, the replication of this result will be generatbdough the same cause”.

For example, the attribution of the success of CEBRT to category management
(chapter 5) suggested that the general implementafi category management would
generate successful results. Multiple calculatiwese done to prove that the fast lane
chiller (FLC) is the cause of a superior businem$gsmance (chapter 6). This implied
that the implementation of FLC in diverse countnesuld generate similar results.
The use of a sales simulator tried to explain tesults obtained in conditions X
would be replicated in different situations if teesvo situations have similar features
(chapter 7). The creation of a typology is basethendea that if stores have the same
characteristics, they have the profile to welcompaaticular concept of shop and
therefore generate similar results to the prototfgleapter 8). The definition of a

method to design successful assortments, a sdieatamn plan to ensure category
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growth, the success of a sales promotion initiatwite one supplier, all show that the
application of the same mechanism will producestimae results (chapter 6 and 7).

Our data shows that the permanent attempt to mernghat actionable causes
generate a successful result with the expectaktianthe replication of the actionable
causes will create a future positive outcome. Qategranagers of BEST were like
engineers, looking for the discovery of value gatien equations. Through the
performance of these schemes and the progressnexaj®n of routines for action,
category managers developed competences that orabed a skilful theory of action.
The rule of interpretation is the fruit of actiotiscreates an implicit frame to interpret

the results of calculations.

10.4. Practical judgement

Markets are shaped through modification on a ST iticludes classification devices
and calculations. An on-going process of qualifamasystematically requires a rule of
interpretation for an agent to do something witle tresult extracted from a

calculation. For Callon & Muniesa (2005:1231):the resulting entity has to be able
to leave the calculative space and circulate elsesvin an acceptable way (without
taking with it the whole calculative apparatus)hig last aspect, “the acceptable way”
has scarcely been analysed so far. Our data allews deepen our understanding of
circulation. | will argue that practical reasoniig)the mechanism that makes the

circulation of calculation results acceptable.

10.4.1.Past experience

What logic was used to make category managementhii®us answer to BEST's
problems? In other words, how could BEST managesate the conditions to move

away from the accepted common beliefs, routinesoarentions, and exhort various
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audiences to appreciate something that was nat et The qualification process is
a first answer to explain how to open up new oitor action. Framing operations
define what is desirable by playing on the existicefegories and referring to
legitimate practices in one environment. But thecfge selection of a particular type
of frame, appealing to a particular audience,nsadéter of experience. By emphasizing
the importance of the shop through a particularigmahe margin of the shop, placing
BEST’s business on the retail plane and definimgw frame of reference within this
industry, BEST senior management and Mike madegoagemanagement desirable
(chapter 5). It made category management the lgadiiethod in the retail sector.
Framing contributes to manage change through tleetgen of the areas that require
changing. The choice of one specific frame helpecr¢ate a cathartic effect through
the qualification / disqualification that it gentzd.

Managing the desirability of new projects drawsmupdat is already accepted as true
by an audience. It involves a good understandingviodt a community takes for
granted. The ability to anticipate what will be geved as beneficial by a given
audience is the result of past experience withie @mganization. The above
mentioned framing could only become successfulESB managers saw the retail
industry as appealing. The reference to largelretganizations could very well have
been discarded by those identifying themselves Wit fuel business and the
technology that lies behind it (Chapter 5).

Once it was established that the retail industrg tee new frame of reference, how
did managers of BEST knew what practices would rdaute to the success of large
retailers? The recourse to professional magazinessulting firms or training
institutes provided the company with a represemtatdf what procedures were

involved in the management of a retail businesatdr 5). Our data indicates that a
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mimetic behaviour led BEST managers to import aaggmanagement and
consequently assimilate novel patterns of actwiti@he wish to develop the
employability of those who would manage the shopiress was also a key factor.
The creation of the job of category managementdtegnhance the attractiveness of
BEST and facilitate the employment of talents frother retailers. And while doing
so, experience in the form of implicit logics andofessional behaviours were
imported (chapter 5). Practical judgement can bgaiad by the acquisition of
knowledge through experienced people and through asimilation of methods.
Practical judgement contributes to make new dedsradeas more intelligible by
gualifying them (e.g. those ideas are not out atine they are “natural” in one sector.
Our data shows a second type of situation whererexqce proved crucial. The sense
of the right moment to do things played an impdrtahe in many instances. Mike,
who was fairly senior within the organization, ddic understood that the
development of CONCEPT could be an opportunity émdnstrate the results that
category management can achieve. He used the apfgrto push some product
managers to become category managers (chapterhB).cdtegory reviews, it was
decided, should not be aligned with the seasonafityales of one specific product
category which could have been the logical schedagtead, it was decided to align
these meetings with the marketing planning and btikg processes (chapter 7).
Similarly, the proposals of the restaurant andveash managers were well accepted
because they were temporally aligned with the catgobudgetary rhythms (chapter
8). The sequencing or “phasing” of many activitigas a determining factor in
making things happen. A sense of what is apprapaaf certain moment is not just a
matter of calculation but the result of a competeacquired through practice within

one particular organization. If one manager hazlbped a sense of the right moment
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to do things, it is because he or she has incom@dreommon rules of interpretation.
Interpretants necessarily introduce a temporal dsios: they create a link with the
past because they crystallize the experience of giaigations into idiosyncratic
competences. They represent knowledge built ioadtiat creates frames for future
action. The rule of interpretation historicize® (iembeds in an historical perspective)
the object of governance and the inscriptions h#&ddo it. Experience is the fruit of

performances sedimented into competences.

10.4.2.Experimentation

Next to experience, experimentation practices wenay to learn how to interpret the
result of calculations. Ideas can be made desirabte intelligible through abstract
representations such as maps or charts in Powerglales. They remain virtual so
long they are not brought into the life of the amtie one aims to persuade. The case
of a supplier exposing its client, BEST to a busmeimulator shows an attempt to
translate a virtual idea into an actualized repregen by integrating BEST business
figures into the algorithm of the simulator. Buéth is a point where ideas need to be
put into practice. When shop concepts, involve nwmy parameters that cannot be
calculated in an algorithmic way, a heuristic pchae has to be involved to assess the
potential of the ideas. This is the case of théstésne to assess the potential of
CONCEPT in many countries (chapter 5). This kindest which is afn vivo test on

a small scale, is different from tle vitro test carried out by Stef from BEVCORP
(chapter 6) to prove its ability to run categorynagement procedures. This is the
idea of moving fromn vitro toin vivo tests (Callon, 2009c). Testing practices suggest
that a potential idea has to be put to practiceutin experimentation, either through

the use of small scale projects in a “micro reatldio or even through the observation
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of one country, a large scale experimentation ‘imacro real world”, served as a test
measure for the deployment of one initiative intaeo country.

Experimentation, in our case, was a matter of odlimg the conditions of success to
check whether the desirable ideas would delivertwhay promised. However,
experimentation can allow one to calculate and gudgvariety of situations. The
CONCEPT prototype was meant to check what categ@agagers could do for the
business inasmuch as it allowed them to validageattractiveness of the shop design
for consumersn situ (chapter 5). Suppliers presented their plans twsboategories
with the use of Powerpoint slides or even, simafatievices.

However, their proposed initiatives would only kepbbyed if a test in one real store
would prove that the idea could deliver positiveulés in a shop environment. In the
example of the FLC initiative (chapter 6), expennation was a small scale practice
that combined sophisticated calculative devicesgdesl to measure precisely the
effect of a chiller on sales together with pradticansiderations such as ease of
implementation. To consider the work involved irstadling power and water to
supply a chiller in front of a check out desk, tighthe middle of the Summer holiday
season (chapter 6) is a matter of practical reagorind the results of these tests will
be integrated into curves, graphs and tables tthdurargue the validity of the
marketing plans (chapter 6 and 7) which is a furtfaculation.

Experimentation is a way to materialise the idéed have been made desirable and
intelligible through various representations. Italkso a way to resort to practical
reasoning in addition to calculation and finallyisia way to collect data that will fuel
further calculations. What is reasonable goes bayoalculations. This practical
reasoning is developed through the implementatibriests in real situation that

eventually feed further calculations.
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What counts as a laboratory can thus take diffeshapes. Small scale testing in one
store serves to decide if an initiative can be algd in one country (e.g. FLC). But
this country can serve as a large scale testing liiefore deploying one initiative to
another country (e.g. category managers). Our dhtavs that the conditions of
generalization are permanently being reassessddsdJtest results prove positive, the

desired ideas made intelligible through represemtatcollapse.

10.4.3.Equilibration

Marketing is involved in a continuous attempt tehr@pe existing STAs but it relies on
institutionalizing forms ofjualculation(Araujo, 2007). If the work of marketing is to
reshuffle existing arrangements, this does not ntbah everything happens at the
same time. There is a limit to the flexibility odétworks described by Latour (1995) as
being never stabilized and in constant renegohatislands of stability are needed in
a larger ocean of instability. This is achievedtlgh a process of assimilation where
objects first remain unchanged, and of accommonatioere both the objects and the
STA mutually modify themselves, an idea that Piaf85) calls equilibration.
Drawing on these two notions, Pickering (1995) sathis process “interactive
stabilization”.

In our empirical material, the assimilation of adea or concept would never have
been achieved without the compromises that resudttad accommodation tactics.
New facts could possibly resist the assimilatiorewtocal theories of action were
unable to assimilate these new practices. Thes# theories needed to be adapted.
When exposed to category management in the CONGE6j&ct, product managers
were not at ease with the method proposed to titenvolved physical and cognitive
constraints such as the ability to sit at a deskaféull day, the absence of elements

that made particular arrangement inoperable sucspasific data, clean databases,
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panels or even a clearly defined positioning statgn{chapter 5). Some suppliers
found it difficult to analyze a category’s rathbah a brand’s performance (chapter 7).
In both cases, practitioners changed their waydoofg business, but the processes of
category management were adapted to the situation.

To ensure the relevance of their actions, mandgars to change things but, to ensure
the feasibility of their projects, they needed amuty for areas of stability help
consolidation. The following tables show that chawiges not occur with everything
changing at the same time. They highlight the aspéat | have analysed and that
had progressively been put together. The introdacbf category management is
enacted through the appointment of managers ingehair categories. The action on
specific product categories led to a change inoperdnce indicators, that once
stabilized, led to a new representation of perferceaand hence product and suppliers
selection, which in turn questioned the shops’ kygw. Figure 10.4.1 illustrates the
progressive modifications that occurred in the Sh&ore the implementation of

category management that prepared the acceptaftsdaraplementation.

Market definition Fuel stations Fuel stations with diversification
Procedures to manage markets Marketing - product managemeit Marketing - produmhagement
Market practitioner Product manager Product manager
Localization of market management Regional office Regional office
Purpose: object of govemance Fuel Fuel + non fuel
Localization of negotiations with suppliers At store level At store + regional level
Suppliers qualification Local vs international supplier Local vs internagibsupplier
Products: core offer Fuel + Car items + confectionary
Market place: Network clustered by ... Fuel volume - Type of locations Fuel volume - Typdocations
Key Performance Indicator Fuel volume Fuel volume + total margin

Figure 10.4.1: Market definition before the implematation of category management
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Figure 10.4.2 shows the progressive emergence@jag management. It starts with

procedures that are enacted with the product caesgihe suppliers qualification, the

network typology with varying clusters, and evee KPI.

Market definition

Stations for travelers

Stations with a grocery store

Stations for on-the-go consume

Procedures to manage markets

Product mgt + category mgt

Category management

Categopgement

p

=

Market practitioner Product manager Cat Mgr Cat Mgr Junior + Cat Mgr Seni
Localization of market management Regional office Region + country Headquarter + MD MD + ogumtadquarter
Purpose: object of govemance Fuel + Shop Fuel + Shop Fuel + Car wash + RestaursBop

Localization of negotiations with suppliers Store + Region level National headquarter National + Europeatiquarter

Suppliers qualification Local vs international supplier Category captain + others ted@ay captain + others

Products: core offer + coffee and cold beverages + Grocery offer + large offgetiag specific needs

Market place: Network clustered by ... Fuel volume - Type of locations Fuel volume - Type of locatio Consumer needs clusters

Key Performance Indicator Fuel versus Shop sales and mailg

in  Fuel versus Shousdlesargin Upfront margin + overriders + RQI

Figure 10.4.2: Market definition after the introduction of category management

Our cases highlight the fact that the rules ofrprietation are progressively integrated
by agents through the monitoring of their actidtend their interactive stabilization.
An equilibration means finding a balance betweemtinaity and change. No idea or
concept was ever deployed without this idea or ephcemaining unchanged. The
translation processes described by Latour (1986}rars a physical displacement, as
suggested with the location of the category marsager the negotiations with
suppliers. But translation also refers to the ide&ransformation (e.g. adaptation of
the activities to be managed, of the products tekxehanged, of the profile of the
market managers, of the KPIs).

The attempt to implement a balance scorecard shbesvish to reach a uniform
implementation of category management (chaptelt 8, in other words, an attempt
to create an algorithmic world, a world in whichiwotal and precise procedures exist

to solve optimally well-know problems. Similarly eéhwish to accelerate the
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implementation of projects, such as the case of CERT Il (chapter 9) shows an
attempt to shorten the time horizon, and thereém@d ideas and concepts to be too
strongly translated - i.e. transformed. As our dditaws, total standardization is never
reached. Many situations still require heuristittgat is to say, investigation and
exploration methods to discover the solutions teolwved problems.

However, through the implementation of a method thieractively gets stabilized,
managers progressively get disciplined (Foucal®f7) - they are conditioned to
think within methodological frames. The deploymehtthe category managers’ job
within BEST shows a continuous movement rather thaprocess staged by key

events.

10.5. Conclusions

In this chapter, | have attempted to show how ithee dases presented in the empirical
part of the thesis are closely interwoven. The miodeof the diverse facets that
constitute the fuel station market has progresgiwtlaped the on-the-go-market,
which forms a larger unit of analysis than the frgghil market. Multiple associations
were needed to create the socio-techragaincementthat glued this market together.
Our data has also shown how adjacent markets whkyeted by these changes too.
The emergence of a new job type at BEST linkedctirapany to the job market of
category managers and provided novel paths of cadegelopment for these
managers. The idea of an on-the-go consumer pésetilae conversations between
BEST with suppliers and invaded business presemnstiturning into a taken-for-
granted conceptual category to the point thatrtiasket will be measured and placed

within more stable and collective calculative prhoees. The emergence of this new
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term also contributed to the creation of speciimsumer panels with consequences
for the market research services market.

In all the cases, a method played a central roleolding things together and creating
the foundation to articulate a large range of pcast Category management created
the matrix on which a new set of practices coulém®a. It helped improve business
relationships between BEST and its suppliers ancktailer version of category
management, as experienced and practiced at BEight provide a useful template
for management consultancies.

Our cases also suggest that many obstacles haddedbcome in order to implement
category management. Category management cannétwmtit panel data is made
available, data analysis procedures are appropaiadeeveryday routines have been
changed (chapter 5). The building of a typologgiependent on a theory of marketing
management, on the definition of essential acésitie.g. fuel, restaurant or grocery
activities), and the physical description of stofelsapter 8). Classification devices
perform valuable work when they are embedded itimes and material devices such
as information systems. A dashboard featuring kesfopmance indicators cannot
work unless product nomenclature are stabilizede toding of products is
standardized and restricted to specialist manag@ehnapter 5), unless they are
embedded into a method (category management) thatssist the interpretation of
the figures. This method played a central rolereating the foundation to articulate a
wide range of practices. It holds together a comtyuaf market practitioners,
including category managers at BEST, supplierskataesearch institutes and so on.
In the second section, | explored the idea thaketarare shaped and performed by
multiple calculative agencies. For this purposehave examined how forms of

calculation emerge using the three stage proceske rohframing, disentanglement

339



Analysis

and the extraction of a result. The emergence ef'dihn-the-go market” described in
the first section of this chapter, is the resultrafitiple distributed calculations that do
not form a coherent centre of calculation but gform aspects of this market: the
number of category managers with the product categdhat they will have to
manage, the relationship to suppliers and the wasrketing programs are proposed,
the market segments and the allocation of prodoctise classes, the number of shop
types and the clusters in which a shop concept dvbal deployed, the definition of
performance with its impact on the hit parade gdiers, brands and products.

This data, | argue, shows that the work of qualifyithe goods is at the heart of
market processes (Callon et al 2002) but the gaoelsiot the only elements that are
subject to these multiple and on-going qualificasioFor exchanges to happen, all
aspects of the STA that partake in the constructiba market are likely to need
requalification too. The monitoring of markets igliatributed collective endeavour.
To monitor a market is not the work of an omnistietor who controls the action of
multiple actors in a deterministic way.

The market constituents were seen as objects #watbe in-formed through a
denomination resulting into a nominal qualificatiérdisqualification since words
involved are both denotative and connotative. fiaasion systems, which were
omnipresent, served to further qualify these oBjegithin an ordinal system that
allows comparison. Because they belong to the sameeptual category, objects can
be counted and receive another qualification thinotng assignment of a number. As
they get epitomized, objects gain cardinal propsrtithat is to say a level of
abstraction where they can be combined with otlgeabs, very different in nature,
on a scale of similarity. As | have argued, caltata is always a matter of

qualification. Beyond the idea of qualification @wy, 2008), the assignment of
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numbers to things through equations is still anotwvay to qualify things, for
equations, as the etymological sense of the woghesis, are meant to create
equivalence.

Even the most abstract equations generate nuntiareeguire an interpretation when
it comes to drawing out implications for action.d@ra calculation has been achieved
a rule of interpretation is needed to extract dioaable result. As we have seen, such
rules of interpretation create a frame of referehe¢ makes further actions necessary.
It makes them appear natural. Commensurability sl and Stevens, 1998) is a
process of successive interpretation that Latou®89)] describes as an
inter[*n]pretation (inter [power n] pretation). Thiale of interpretation necessarily
involves a practical judgment (phronesis). The rpretation of a performance
involves and invokes a competence.

Calculative practices are connected to rules dérpretation that involve practical
reasoning. Based on our empirical data, the dewsdop of this practical sense results
from experience, experimentation and equilibratibine performance of an idea was
achieved through some work to make this idea betirable and intelligible. To
move away from an existing state of affairs invdlvine selection of acceptable
frames that will generate a cathartic effect. Resedo experience was needed for this
purpose. Experience incorporates within BEST tades of interpretations through
the mimetic behaviours acquired with consultingnBr and the employment of
outsiders. But the confrontation with the matenalrld, either on a small or large
scale, was required as a way to assess the poétehitkeas -. i.e. as a way to practise
these ideas in order to build a representationoe¥ it works. Experimentation, in
particular, was seen as a heuristic to investigat® explore novel situations where

algorithmic procedures fell short. This confrorgatienriched the data that would be
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involved in further calculation as well as the pical sense of managers. Through
experimentation, or the organised set-up of testsense of what to think and to do
with specific results of calculation is acquirednatly, because managers also learn
from changes, practical reasoning is developedutfirointeractive stabilization.
Through a process of assimilation and accommodalioth the assimilated object as
well as the cognitive structures of evaluation rmrgually modified, allowing for the
acquisition of a practical sense which is ultimgteh specific competence.

Performance and competence are thus inseparable.

After this review of the key ideas emerging frone thnalysis of our empirical
chapters, we now turn our attention to relatingé¢heutcomes to the theoretical issues
raised in chapter 1. In the conclusion chapterwiieconfront these outcomes with
the research questions that emerged from thetliteraeview. We will try to answer

these questions as well as assess the contribatimhbmitations of our research.
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Chapter 11. Conclusions

11.1. Introduction

The previous chapter and the case analysis sooglevelop a richer understanding of
market practices and in particular, calculativecpcas. In this final chapter, | begin
by revisiting the conceptual framework and the ioay research question set out in
chapter 2. | then provide a synthesis of the stdyain findings and contributions.
Finally, 1 highlight some limitations of this reseh and outline possible directions for

further research.

11.2. Conceptual framework and research questions:

a reminder

This research seeks to understand how marketseaferoned. To try to understand
this issue, | have proposed in chapter 2 a prabised approach to markets. Using a
performative rather than a representative idionrketgpractices can be defined as the
bundle of practices, including arrangements thatrdaute to the performance or the
making of markets (Araujo, 2007; Araujo, Kjellbeagd Spencer, 2008). In an attempt
to build a conceptual vocabulary and to understdrad notion of performation in
economic life, the literature review led us throudgtoucauldian studies of
governmentality, the sociology of translation ar ttheory of socio- technical
agencemenisthree research strands that approach the gowernaineconomic life
from a practice perspective. We are familiar wile importance of technologies of

government and calculative practices in modern dugeacies. In particular, putting
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the sociology of translation to work on the econoamd economics, the work of
Callon (1998) has obvious parallels with the work saholars interested in the
accounting as a practice (notably Peter Miller)t blso researchers interested in
categorization and classification systems (Bowked &tar, 1999). All of these
perspectives discard the idea that agents arelaal@iby nature, and instead propose
to see the shaping of calculative agents as aipahaccomplishment. Markets can be
seen as socio-technicjjencementhat contribute to shaping goods, the configuratio
of sellers and buyers and their encounters thrauglgoing qualification processes
(Callon & Muniesa, 2005). Valuation processes @lacjudgements (Guyer, 2004)
and the concept ofjualculation (Cochoy, 2002; Cochoy, 2008) are notions that
broaden the idea of calculation beyond the assemg®f economics.
The analytical framework had two main purposesstFit was used as a conceptual
basis for interpreting mundane markets and thdoutative practices. Secondly, it
aimed at expanding our understanding of marketscaiallative practices by posing
the following question:
“What particular calculative practices are at playmplementing the assemblages of
ideas, artefacts, practices, people - in other wjotite socio-technicalgencements
(STASs) - that form and shape mundane markets?
To address this broad question, | broke down thevalguestion into three more
precise questions:

- What STAs are put in place to perform mundane ngbke

- What calculative practices are involved and howhdy alter the capacities of

agents, organizations and the connections amomghe
- How do actors articulate the result of calculatwith the actions that have to

be put in place to shape mundane markets?
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Having outlined what | consider to be the fundarakféatures of the analytical
framework, | will now focus on the key ideas thatexge from the analysis of the

cases to provide answers to the research questions.

11.3. Towards a framework of calculation

This section is structured around the three rebequestions formulated above and

focuses on the answers that emerge from the datgsén

11.3.1.Research question 1: What STAs are put in place tgerform

mundane market?

The conceptual vocabulary of the theoretical framdwproved highly relevant to
analyse the empirical data. The idea that marketsnade up of STAs was described
in detail in chapter 10. Our data has shown howaaket, initially called the fuel
station market progressively evolved towards aedd#fit version, called the on-the-go
market by the market professionals at BEST. Thdigoration of buyers and sellers
changed through the progressive transformationroflyct managers into category
managers, and of suppliers that were ranked amteduinto preferred suppliers
through the use of category management. The assatrtofi the goods on display in
the shops evolved step by step towards a wide rahgemmodities, grocery items,
restaurant offers, and even Internet facilitiesesglas it was limited to beverages and
confectionery at the beginning of our researchthinrelations between BEST and its
suppliers, the goods exchanged, which were simpgnsas products at the start,
became complex combinations of products and saledititons, and became regarded
as vectors to collect and capture margins of differkinds. The meeting place

between consumers and BEST, together with its srgplevolved radically as
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CONCEPT was deployed and a new typology of storas @stablished. Eventually,
the idea of what was performing well changed dealii with the evolving role of the
shop within the BEST organization. | argue that ¢hses presented in the empirical
chapters and analysed in chapter 10 highlight yfmawhic of market shaping through
the mutually interactive shaping of the market ¢tiomsnts defined by Callon &
Muniesa (2005).

Furthermore, our research shows a very comprehessivof elements that needed to
be aligned for the on-the-go market to perform. ikstfphase of this market's
evolution was achieved through the mutual influeatenetrics (e.g. the importance
of non-fuel sales in the margin of a station), iéference to a novel market logic (e.g.
food retail), a managerial method (e.g. categoryagament) that superseded the
existing managerial division of labour (e.g. noelfmanagers), and material entities
(e.g. shops and the products on display).

The market of fuel stations was further shapedutjinomultiple associations between
a particular type of job (e.g. category managerpdpct categories (e.g. NABS),
available data sets (e.g. panels) and metrics (eaggin and sales at the category
level). It was then shaped through agencemeninade up of a classification system
(e.g. the Hay's job grading system), job descrimtide.g. seniority of the category
manager), representations (e.g. typology of stglasiograms), physical entities (e.g.
the standardization of shops, concept prototypegpanizational forms (e.g. projects)
and strategies (e.g. alliance options). The gracea@nfiguration of fuel stations was
further achieved through the alignment of a manabenethod (e.g. category
management), with an organisational and geograplisicdt (e.g. location of the
category managers in terms of both organisatiohatts and sites), with procedures

(e.g. category management, qualification of manketprograms), organizational
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forms (e.g. project), actors (e.g. suppliers), ptalgdisplays (e.g. shops) and temporal
schedules (e.g. category reviews, budgeting presgs3$he alignment of numerous
heterogeneous elements was needed to glue togttbertypes, managerial profiles,
performance indicators, type of activities as vadla new version of the consumer
that no longer needed to be driving a car to isteB&EST’'s managers.

| argue that a “fuzzy” method, category managemevirked as a matrix to
coordinate all these heterogeneous elements. Ifutzg set theory, the definition or
the function of a word in a syntax is not nece$gawmiell defined, as in a formal
grammar. One world can be “x” and a little bit afoh-x". This characteristic of
fuzziness generates imaginative and equivocalpreéations of one word. It does not
allow univocal interpretations. Category managemwas initially designed as a
procedure to guide managers in the monitoring ofketa. It was meant to be
univocal, a kind of a formal managerial grammar.fdct, category management
proved to be much more than a set of univocal mhoes. It worked like the
mathematical concept of “fuzzy set” (Zadeh, 1966tilBan and Zadeh, 1970; Zadeh,
1975). It accepts that classes of objects haveladive imprecision and therefore
allows a margin of interpretation. For example, tinethod recommends one
procedure to analyse the markets, but accommodetbsalternative procedures.
Because of this characteristic, it helps glue ay\arge number of heterogeneous

elements.

11.3.2.Research question 2: What calculative practices arenvolved and
how do they alter the capacities of agents, orgaraions and the connections
among them?
Callon & Muniesa (2005) described calculation asheee step process made of

framing, disentanglement and performance. In otadrighlight the tension between
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gualification and quantification, Cochoy (2008) reedl the neologisngqualculation
Guyer (2004) approaching the subject from a diffeengle, suggested that valuation
processes are made of scalar judgments througtothbinations of nominal, ordinal
and numerical scales. All these three approaches ladtempted to go beyond
opposing calculation to judgement. They have aldenan attempt to show the
complementarities and mutual dependence betweeaulaabn and judgment.
Whereas Cochoy stresses the tension between tfiadgiality and quantification,
Guyer’s concept of scalar judgement stresses fiat all, valuation is a matter of
bridging different types of scales.

Using the three step process proposed by Callon &nigsa (2005), but
complementing it with the approach used by Mun{@887) based on Peirce (1984), |
will argue that no calculation can be performedhaitt a degree of interpretation.
Because the words “calculation” and “judgement” dnatrong connotations and a
long history, | propose to keep the expressiondatibn” to encompass both: (1) the
metrological practices including calculations mad®en using nominal, ordinal and
ratio variables; and, (2) the judgement that | gexs a practical judgement to clarify
that the kind of judgement that | refer to is itat®n to a set of practices, as defined

in chapter 2.

11.3.2.1. Framing: qualifying
Qualification processes through the use of categthans and denominations were
much in evidence in our study. A very rich set ehdminations could be observed to
define what counts in the discussions. All markenstituents went through this
process. The work involved in naming beveragesstilites this dimension at the
goods level. At the level of the seller / buyer faguration, product managers were

turned into category managers, suppliers were fipelas preferred suppliers and
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their encounters were framed by yearly negotiatiand category reviews. Petrol
stations were broken down into two distinct ergitigith the shop emerging as an
entity deserving considerable managerial attenf@nsumers who were fuel buyers
became consumers on-the-go and so on.

| argue that one aspect revealed by our data halseem addressed by the literature.
Qualifiers such as denominations have botteaotativeand connotative dimensions.
Non-fuel managers feel better when appointed cayegoanagers. Even if a
disqualification remains theoretically a qualificat, the connotative aspect of
denomination is an important dimension that alléevssome ambiguity which plays a
creative and constructive role. Similar to the éemlescribed by Guyer (2004), the
connotative dimension is an aspect of qualificatibat allows the bridging of
different valuation system. The selection of onetipalar term to qualify an object
has a rhetorical role but the interpretation of sluglience is inevitable. The framing
operation that consist in assigning a denominatioan object does not generate a

univocal set of routines.

11.3.2.2. Disentanglement: classifications

Bowker & Star (1999) have showed the pervasive rmolecategorization and

classification devices in everyday life. Their opmgisence in markets was much in
evidence in the analysis of the cases, revealing they tend to become naturalized
and invisible. A job grading system, a product noot&ure, a store typology, a
product-market segmentation, a hit parade of sepplior products, a balanced
scorecard to follow the implementation of categamrgnagement are just a few of the
many classification devices that crossed our pétik.allocation of an object to a class
through the use of a classification device creatdseling of order, hence the term

ordinal variable.

349



Conclusions

Based on the empirical study, | argue that clas#ithtn systems have different status.
Some classification systems travel through orgdioza and markets virtually
unchanged, as the immutable mobiles of Latour (L98fis is the case of the well-
institutionalised Hay job grading system. Otheissiication devices are much more
idiosyncratic, such as a typology of stores. Onlessification systems such as a
market's segmentation are enacted, for exampleugr panel data or embodied in
information systems, they become crystallized whgiies them a degree of
endurance. As they become more institutionalizeesé systems discipline the mind

of managers who can hardly escape their structuratifects.

11.3.2.3. Disentanglement: Combining the elements
The power of numbers (Latour, 1987; Vollmer, Meikeit and Preda, 2009; Callon,
2009c) through the combination of elements madevatpnt with a variety of
formulae was much in evidence in all our cases. @dleulation of the number of
category managers, planograms, the potential ssiafes promotional initiative, the
number of stores where CONCEPT could be deployed returns on investment are
examples of calculations we encountered. In thegqe® to make entities economic,
calculations occurred for a variety of purpose®othan to establish prices.
However, as we argued in the analysis chapter, tdigation is still a qualification
but with different properties. The idea of a scglaiigement presented by Guyer
(2004) is in that respect more fruitful, as it Hights more systematically the various
types of qualifiers, and their mathematical prapsrt A qualification or a
guantification are specific kind of inscriptionsathwork as signs that in-form (in the
etymological sense of “put in form”) and inter[*ndpe (an expression coined to stress
the cascade of interpretation by Star and Griesd@®89), or translations (Latour,

2005)) the objects under analysis.
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With the help of the work done on the morphologyiredtruments (Berry, 1983), |
argue that a further type of property was obsenvedur data. | propose to call
indexicality of a qualifier the ability of one phenomenon tarst for another. For
example, the internal sales of BEST were seleategtpresent the evolution of the
market (chapter 4). Through a particular tropeyrmesdoche, an indexical property
was given to a category. This is a nice illustraid the epitomes discussed in chapter
2. A similar process was observed at the levelhef indicators: a shop margin
replaced the fuel volume sales to indicate thegperance of the network. Finally, the
selection of the benchmark against which one inistéon of a calculation will be
compared to, is a last example of the indexicaperty of indicators. The expression
“metrological practices”,| suggest, should cover these three layers o¥itdet that
consist of defining what should be measured toesgt a certain phenomena, the
selection of the indicator as well as the prin@pdessigned to interpret one particular

instantiation.

11.3.2.4. Performance: Extracting a result

The research carried out by Callon and associatesatculation says surprisingly
little about the extraction of results. It appeassf the framing operation described at
the first stage of the calculation process propdse@allon and Muniesa (2005), will
automatically lead to a set of routines out of simaeted result.

| argue that the semiotics of Peirce used by Mani@907) to discuss a particular
type of inscription, a stock price, is valuablehtp us understand the interpretation of
all kind of numbers. The benefit of this approaat,argued in chapter 2, is to place
emphasis on rules of interpretation. An object sdeough a certain angle and
qualified through a sign that can be a metrologitstription, can only be interpreted

with a rule of interpretation (also called interjarg). The use of this triadic approach
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led us to observe in our data three types of iné¢apt that managers enrol when
extracting the result of a calculation. This dimensbrings us to our third research

guestion.

11.3.3.Research question 3: How do actors articulate the esult of
calculation with the actions that have to be put irplace in their efforts to shape

mundane markets?

Peirce (1984) explained that the interpretant & dgleneral law, accepted within a
population, that gives sense to the sign attacbedntobject. In Callon’s terms, it
seems that the interpretant resembles scientifics laecause objects have been
properly framed before they are extracted fromrtloeintext and involved in an
equation. Objects, at the stage of extracting altteare no longer ambiguous. The
interpretant is then defined in a quasi determmisay.

Our data shows that up until the extraction of sulte an interpretation is needed to
define the kind of action to be put in place. lsdghat three kinds of interpretant can
be identified.

The first one, our data shows, @xperience Experience is the capitalised set of
learning’s that result from past practices, roudirend conventions. When shop
managers see a particular type of result from & tlesy have in mind the frame that
gives the background to interpret the results aslgéair or mediocre. They either
have accumulated experience themselves which naalyttethe creation of a routine,
they may also resort to conventions, or lastlyytheay call upon the experience of

others through mimetic behaviours (Scott, 2001).

Experimentationwas the second type of practices that | could tifedirom my

empirical data. Callon (2009a) has recently stikdbe role ofin vitro andin vivo
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tests, following the pragmatic philosopher, JohrwBe (1916). These tests were
easily identifiable in the development of CONCERRgpter 5) or in the Fast Lane
Chiller experiment (chapter 7).

| argue that an additional dimension needs to Imsidered. Experimentation can be
done on a small scale. This is what is done whelisplay is placed in one store
before it is deployed to the rest of the shop neétwBut it can also be done on a large
scale. This is what was done when the reportingesyslesigned by Steven and tested
in Groveland (chapter 7) was proposed to be dedlaya further country. These two
examples show how individuals permanently seekasdns out of which they can
draw inferences. What counts as a laboratory iy dérerse as Latour (1979) and
Miller and O’Leary (1994) amongst others, have shmow suggest that
experimentation processes should be seen as fgabmena. The more one zooms
into a phenomena, the more one has to control paeamto really understand what
works well or doesn’'t. The more one zooms out, ithere one can see that the
countries are different and therefore that the albed “best practices” have little
value. Therefore, test situations are epitomes thed design are obviously one

important aspect of the metrological practicesuised above.

Lastly equilibration was the third type of practice put in place teiptet the results
of a calculation. This idea that | borrow from Read1975, 1977a, 1977b)s, also
called interactive stabilization by Pickering (1992uggests that cognitive processes
result from a double movement of assimilation andosnmodation. Because of the
frequent interaction with the world, concepts amegpessively integrated to serve as a
base to interpret the word. Piaget persuasivelyetghat this process works for

elementary cognitive operations. | propose that ttma principle remains valid when
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managers perform calculations. In this sense, tl@ldwbecomes a site for
experimentation. Any action or routine becomessa g#éuation that is involved in the

actualization of the interpretant.

In addition, our data shows that various spheresabfulation can be observed,
defined by the type of situation where a valuati®mequested. Two types of such
situations are illustrated by our empirical datasti-algorithmic situationsare defined
by a univocal set of procedures to solve well-kngwvablems. In our cases, these
situations occurred when one actor tried to exploé status quo and sought to
stabilize and maintain it. For example, leadingpdigps tried to keep segmentation
schemes stable through resorting to proceduresvitrat declared or accepted as taken
for granted, say “If my market share is 30%, | dese80% of the shelf space”. This
rule is well-integrated in merchandising softwdrealgorithmic situations, it seems,
the result of a calculation can be largely intetguewith routines, conventions or
habits.

Heuristic situationsoccur when an investigation is needed to explansolved
problems or address ill-structured, problematiauagibns. On these occasions,
experimentation is needed to make sense of thedw®dtis kind of situation was
observed in the case of innovative proposals qorsing results. The idea to set up
service stations without fuel and extend them tofaims of transport hubs is an
example of a heuristic situation. The discoveryt theel stations were visited by
consumers who did not buy fuel was such a strikinding that the company had to
envisage profound adjustments to the way it coratlits business, as | have shown

earlier.
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To test novel propositions and experiment these sigwations, managers involved
devices that aimed at changing or reinforcing exgstorders. | described these
practices using names inspired by an ancient Aebém classification about how to
design futures and the science of “what if’ (Ray&@97). In their efforts to mobilize
their audiences, the category managers, or thelistppised tools in order to bring
about a truly novel idea that had no connectiorth ®xisting practices. For example,
one of the beverage suppliers (chapter 5) suggeste@dp of consumer needs that
sounded alien to category managers. | proposeltdahese practicesvirtualisation
practices”. They used other devices to locate new ideasti@actual world of their
audiences, using existing algorithms. This is theecof another beverage supplier,
using a simulator (chapter 5). | suggest callinig thpe of practicesdctualisation
practices”. They also have proposed to runimnitro test or a small scale test called a
“pilot”. | propose calling“potentialisation practice”, the movement that consist on
implementing an initiative in a micro world to leairom it before considering scaling
up the experiment. | suggest calling thrisalisation practices”.

These practices are meant to get audiences to nmagw possible worlds or to
enhance the intelligibility of a proposition thrdughe use of causal or teleological
explanations. They help escape from taken for grhrsituations or conversely to

articulate an imaginative proposal with the exigttate of affairs.

Given: (1) the theoretical framework presented @isdussed in chapter 2; and, (2) the
new theoretical insights grounded on data analysethapter 10 and formalized to
answer the research questions in this chapter,nl maw present an enriched
framework for valuation processes (figure 11.3The framework does not simply

juxtapose elements culled from different theoriismust be understood as an
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interpretation of the empirical data taken from ¢hases that | extracted from my study
of BEST. This means that the framework should moséen as a ‘finished product’. It
must be considered as a work-in-progress inasmach & a first step that may
hopefully inspire further research, as | will argnehe last section of this chapter.
With the help of this framework, | can now providegeneral answer to the initial
guestion “What particular calculative practices ateplay in making operable the
assemblages of ideas, artefacts, practices, peaplether words, the socio-technical

agencementéSTAS) - that form and shape mundane markets?”

A framework of valuation practices

Potentialisation Realisation practices
practices In vivo test

In vitro tests Stabilization

Small scale tests
Prototypes

Large scale tests
Business Results

Metrological practices
« Categorizing: nominal variables

« Classifying and ranking: ordinal var.
« Quantifying: cardinal variables

« Sampling: indexical variables

Sign

Heuristic
Situations

Algorithmic

Valuation Situations

Object Interpretant

» Goods Practical judgement
« Configuration - Experience

Spheres of valuation and their calculative devices
SDIAP SAI3R|ND|RD J13Y]} pue uonen|eAa jo saiayds

of sellers and buyers » Experimentation
And their encounter « Equilibration

Actualisation

practices
Mock ups
Virtualisation Simulators
practices Change Consumers and
“What if” ideas managers’ tests

Figure 11.3.1: A framework of valuation processes
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Market practices involve valuation processes tinaips objects, the various market
actants in our case, including, goods, the conditjoin of seller and buyer agencies,
their encounter, and the socio- technagéncementthat go with them.

Valuation involves various operations to interpagtd assign an inscription to the
object. Sampling with indexical variables helpsdifine what will be measured to
represent a certain object in a fair way. The wofkcategorization with nominal
variables and classification with ordinal variablgsialifies the object before
guantification with cardinal variables, moves thgalification to a higher degree. |
propose to use the expression “metrological prestico define this broad set of
practices. Metrological practices are involved e tmanagement of heuristic and
algorithmic situations. As heuristic situations twee routinized, a stabilization
occurs. As novel, unknown or complex situationseapp heuristics cannot be used
anymore and change is required. To interpret tkeriptions made of the variables
described above, practical judgment is involved @ifférent kinds of interpretants are
required that invite recourse to experience, expeniation and equilibration as key
practices. With the intention to stabilize or induthange, actualization, realization,
potentialisation and virtualisation practices areolved. Devices as diverse as “what
if ideas”, mock ups, simulation tools, consumer arahagers’ test vitro and small

scale testan vivoand large scale tests, serve these practices.

11.4. Contributions

This section focuses on what | believe to be thetmelevant contributions of my
research. | argue that this thesis provides varmmmgributions to theories involved in

answering the key research questions as well aakspue to practitioners. The
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theoretical contributions of the thesis engage wftiree research streams: market

studies, the anthropology of markets and the sstialies of accounting.

11.4.1.Contributions to market studies

This work originated within the Market Study Group,collective of researchers
interested in the renewal of marketing in termdamusing on markets rather than
marketing (Araujo, 2007) as well as framing theeabjof study through a practice
based approach (Araujo et al, 2008). The thesiribotes to this strand of research
by providing a rich empirical case that explores/svaf shaping markets through the
detailed study of the socio-techniaencementthat partake in the formation of a
mundane market. It provides first of all, a conitibn to our understanding of what
managers do when they claim to manage in marketpiri€al studies that document
marketing practices such as building an assortroegteating a store typology, are
very scarce. The ethnography of marketing practibas underpins this thesis is an
important contribution to the literature as it downts the emergence and practices of
category managers in a retail organisation.

More specifically, the ethnography digs deep i@ talculative practices in markets
building on the market practices model proposedjeylberg and Helgesson (2007).
Calculative practices cut through and constitute important substratum to the
representation, normative and exchange practicKgeiiberg and Helgesson’s (2007)
model. Finally, this thesis makes a contributionth@ discussion opened up by
Kjellberg and Andersson (2005) on stability and rde in markets. The idea of
realisation / de-realisation is addressed by tle kinds of practices proposed in our

framework: realisation, actualisation, potentidimaand virtualisation practices.
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11.4.2.Contributions to an anthropology of markets

The thesis also makes a contributions to currendiss of socio technical
arrangements (Callon and Muniesa; 2005, Guyer, 0§4showing how a wide
variety of elements contribute to shape and hotgetteer markets. It has advanced
some of these discussions by highlighting how a aganal method, category
management, can help glue these heterogeneousnédetogether. In addition, the
empirical study has highlighted a key characterigif this managerial method.
“Fuzzy” methods could be discarded as vague i ghreiscriptions and performative
power, but our study has identified how this fueas is enabling rather than
constraining, by making room for the coordinatidradarge number of heterogeneous
elements.

Callon (2004) and Callon and Muniesa (2005) havp@sed three stages involved in
calculation: framing, disentanglement and the exwa of a result. This study
confirmed empirically the usefulness of this braadeamework to understand
calculation. Our result enrich this debate by hgiiting the fact that words that
define categories always have a connotative dimensvhich creates room for
interpretation. It stresses the role of indexigalitow one object can be made to stand
for another. This idea moves us closer to the caati®n started by Guyer (2004) on
the role of tropes and allows us to broaden th@es@ad metrological practices. Our
example of the internal sales of BEST which areeptaxd to represent the market as a
whole is in fact a synecdoche, one particular trideetified by the ancient rhetoric of
the Greeks.

Our study has also shown the potential of the itia@miotic of Peirce (1984), as
suggested by Muniesa (2007). We showed that nunvians as signs or inscriptions

that qualify an object under valuation. Howevegsih inscriptions require a rule of
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interpretation, that is to say a repertoire of motlaction. Our research has proposed
three types of interpretants: experience, experiatiem and equilibration.

To take part in the discussion initiated by Cal{@009a) abouin vitro andin vivo
experiments, our data illustrates a variety of dewithat help build representations
and explore both algorithmic and heuristic situagio through realisation,
potentialisation, actualisation and virtualisatpmactices. Whereas Barrey et al (2000)
have studied the articulation between the worldspatkaging, the shop and the
marketers on the shop floor, our study has broati¢ime scope by looking at more
upstream operations where a retailer defines tleeit® organization wants to define
for the shops or where suppliers and the focalleetdefine what products should be

available in stores.

11.4.3.Contributions to social studies of accounting

In the recent past, Vollmer et al (2009) have adigioe the need to explore synergies
between the sociology of socio-technicajencementsand social studies of
accounting, in the tracking of numbers and in ttuglg of calculativeness. Using an
expression borrowed from Foucault, this study dbates to an archaeology of the
concept of performativity in management. It link§fedent bodies of literature that
use the concept of performativity. It documents atudlies calculative practices in an
inter-organization setting which allows the fleghiout concepts that had so far been
used in disparate settings and in a fragmented emafinis thesis provides insights
into the kind of numbers and the calculative devigevolved in the shaping of
mundane markets. It stresses in particular, thgohwogy of indicators and epitomes
in calculative practices (Berry, 1983; Moisdon, 7p%nd suggests two kind of

frames: one that defines the quality of thingsist they can be calculated, and the
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frames of interpretation that result from a pradtjodgement and that are a necessary

dimension of calculativeness.

11.4.4.Practical contributions

It is a tradition to present managerial contribnsiavhen a research is located in the
field of management and marketing. This is a pcacthat has been naturalised and
that certainly would deserve a de-scription (Akri€kallon and Latour, 2006) . But
this thesis is particular in that it directly adsses managerial practices. In short, the
practitioner should also be kept in mind.

One practical contribution of this kind of reseaigtio highlight the performative and
thus political dimension of instruments and theegaties that they help to enact.
Through the type of methodology that we have usl@dugh the denaturalisation of
categories and indicators, the thesis should alartagers that descriptions are never
neutral even if they present the stigma of objégtiAs Latour (2005) aptly put it,
facts are made. For instance, the metrologicaltigescthat we have detailed indicate
where practitioners can potentially act to maintainchange representations about
markets. Marketers can work on denominations (e-gefining what sugar is), create
all sorts of scales (e.g. a sugar content scaglfarce norms that work as epitomes of
the bad (e.g. as much sugar as in a can of Coke)itmmes of good (e.g. water is the
healthiest beverage). They can also work on caiteg@n, a key strategic asset as our
study has tried to show. Once a segmentation schenmstalled and embodied in
information systems (e.g. panels, bar codes or maadising plans), it becomes very
difficult to change and appears as natural, thystallising the representation that
favours one or another player. Conversely, ourysha$ also shown that competition
occurs through re-opening existing categorizatigstesns (e.g. the role of indicators

on products or suppliers hit parade).
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Another practical contribution is to alert praditers to the essential role played by
the manufacture of numbers, and the way this waska resource. Because they could
produce experimental devices, a certain type oplsens became preferred suppliers
of BEST. They were able to generate a system afinaegtation that created the
feeling of a naturalistic science through the imm@tation of sophisticated devices,
including consumer focus groups, in-store testukitors, small and large scale
experiments, thus disqualifying the suppliers whbal@ not cope with such a level of
investment in calculation.

A third contribution relates to practices. Our @sl shows that there is no such a
thing as a “best practice”, something that is tfamrable from one setting to another,
and that would replicate the performance of thgioal. Category management, for
example, was initially presented as a set of pros] in use among the best
performing retailers. Our study has detailed thenynanexpected aspects of the
interactive stabilization of category managemené inew setting. Still, 1 argue that
the import of practices can inspire managers ank \@e a virtualisation practice to
bring about change. The expression “best practteuld be best understood as a

rhetorical, performative statement.

11.5. Limitations of the research

Like an artefact that is never fully stabilisedg thbject of this research is still a work-
in-progress. This thesis is a testament to the flaat the object of research has
reached a point where some elements can be codrauateheld together. However,
the latest connections create new options that liglgh limitations as well as

opportunities to expand the network of ideas anttepts to study of markets in-the-
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making. There are three main limitations to theenirresearch. The first is related to
the empirical setting, the second to the explomatid experimental devices and
finally, a third concerns the conceptual framework.

Although based on a very rich empirical materiais study did not include two very
important aspects of markets. First, the instindiodimension and in particular the
public policy sphere could not be documented pigp&or example, the practices
attached to overriders (chapter 5 and 8) have bssently regulated by law in many
European countries. At the time of the researcis, dimension was present in the
debate at BEST but dealt with by circles that laassearcher, could not access. This
type of data would have helped me to understandstyb valuation that the research
did not address. A question such as: “How do puilicy actors value the sense of
what is the just allocation of margin between apdiep and its customer?”, could have
been answered. This debate would have contribatddiitding bridges between this
research and the economy of conventions (Thevez@@0) or the sociology of
justification and worth (Boltanski and ThevenotPgaD

Secondly, competitive aspects have not been touaped in the present research.
The operations carried out by BEST to influencegpghor act upon its competitors
from the fuel sector or from the supermarket bussndave not been properly
explored. They could have shed light on the prazess negotiate the price of fuel in
the Rotterdam market or to access the site locgtieng. on the motorways,
dimensions that impact on the performance of aopstation network. This type of
data would have helped to understand better thee\aflone activity, say fuel, relative
to another, say the shop business.

With regard to calculative practices, this resedral focused on controversies that

involved the goods, the configuration of buyers aalliers, and their encounters. This
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procedure has allowed us to embrace a large nuaifleements that contribute to the
socio-technicalagencementshat form markets. However, these controversiege ha
been followed in a partial way: Mike, was my keyntaxt person within the
organization. He certainly was in charge of the lengentation of category
management, but his particular role within the pean Marketing Development
department generated a lens on the worlds tha theresearcher, could not escape
from. A zoom on calculative devices from differgetrspectives would have helped to
enrich the analysis of the processes through whbatbulations get embedded into
material devices. For example, access to an infilomaystem project called OSIRIS
would have helped to understand how Steven’s thiédo measure the penetration of
sales promotional activities was integrated inrgdainformation system (chapter 7).
Another example is related to the test presentefitbl/from BEVCORP to qualify to
become category captain. This test has been meditaith the help of a market
research institute. Access to this particular kaidsupplier would have helped to
understand how the test procedure was designeeatecthe illusion of a naturalistic
science in action. In other words, the constrairibllowing the controversies through
the introduction of Mike did not allow me to folloeome debates that would have
helped to articulate the notions of virtualisati@ttualisation, potentialisation and
realisation practices. My research identified categ of action presented in our
framework (figure 11.3.1) without being able to whmow they cohere or compete. As
a consequence, the network of experimentation deviould only be sketched but not
properly described. The study of the articulatidnthmmse devices that help explore
heuristic situations, and those devices involvedalgorithmic situations when

exploitation is the rule remains to be done.
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Lastly, and at a more conceptual level, | becameenaovare of the importance of
various philosophical traditions to explain my fimgs as my study unfolded.
Philosophical schools develop concepts and valualdas that we, as mid-range
researchers, are often condemned to recycle atate@s various ways. For example,
working within a practice-based approach to markigis study was confronted with
the weight of the pragmatic tradition in philosopfifhe work of Peirce (1984) on
interpretants or John Dewey’s on experimentati@sedve a much closer study. When
trying to link words to numbers and when referringscalar judgement with Guyer
(2004), the work of a grammarian such as Chomskylavbelp to better connect the
syntax, the semantic and the pragmatic of the quaati signs or inscriptions that this
research has tried to study. Finally, the work omstrological practices and in
particular, categorization would advise closer gtuaf theories in mathematics,
computing sciences and cognition sciences. Tharaigm gained from the writings
of Zadeh and fuzzy set theory was just a brief antar with a world that is deeply
concerned with cognition and action theories. laentonvinced that these theories
have still a lot to offer and that | certainly didt exploit these rich traditions to the

fullest. The review of these limitations sets, lidee, the agenda of future research.

11.6. Avenues for future research

Identifying avenues for future research is a matikrenlarging a network, and

deciding the directions in which one would like égpand it. Three directions are
suggested here.

First, this research has taken BEST as the fogmrmzation to describe processes of

market shaping. In this way, we could look at vasisuppliers talking to one of their
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client. The suppliers were therefore at the perypheuture research may envisage to
place the manufacturers at the core and look at they manage their initiatives
facing various kind of retailers: supermarket cbaicash and carry companies, etc.
The retailers would thus be at the periphery. Plispective would enrich the debates
on inter-organisational calculations, and in paittic, it would help to understand how
suppliers decide to become preferred suppliers. @rike assumptions that was not
challenged in our data is the idea that suppliees vailling to become category
captains. The process of valuing this option frdva suppliers’ perspective has not
been explored.

Secondly, the discussion on qualification issuegy- on the sugar controversy - has
not addressed the contribution of other types aketgrofessionals that play a major
role in setting norms. Researchers concerned Wweéhetnergence of such norms may
be interested in exploring the networks that leadegulations that frame product
nomenclatures. Similar studies have been performeithe agro business industry
(e.g; Dubuisson Quellier, 2004) but without takingp account the European scope
where most of the players operate today. In a amvilay, the exploration of those
agencies that structure the regulations with rdsjgediscounts, sales conditions and
unfair competition deserve further research.

Lastly, our research has pointed out the role efifjaation and the economies of
worth (Boltanski and Thevenot, 2006). A recent delabout the beverage business,
and more precisely the water market, has questithveedcological footprint of bottled
water as opposed to tap water. The valuation psesesvolved in debating these
issues would lead researchers to analyse how eliffesrders of valuation can be

made compatible in one setting, a fascinating proisfor a research project, | believe.
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