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ABSTRACT 
 
 

Retailing is the considerable element of today economy. This sector was rapidly 

developing during past years. It was easy to make consumers spend their money because they 

wanted to spend money. Today consumers are no longer eager to spend as much as before. 

Therefore retail companies should find new ways to motivate customers to expend. 

The aim of this research is to define to which extent retailers suffered from economic 

downturn and to find out which marketing tools they implemented in order to adapt to new 

market conditions. 

In order to investigate the variety of possible scenarios, two countries were taken into 

consideration. Sweden as one of the most stable economies in the world and Russia as country 

with promising perspectives but unpredictable and risky environment. The goal of taking two 

countries for the survey was identifying common and diverse traits of changed retailing 

conditions and necessary measures to follow it. 

Qualitative method was chosen for current dissertation embodied by case study analysis 

of leading retail companies in both countries. Primary data from conducted interviews and 

secondary data from annual reports and statistical authorities were used for analysis. 

The findings showed that Russian retail was stricken by economic downturn much more 

than Swedish. Apart from it, customer’s behavior in Sweden did not change significantly as long 

as Russian consumers changed their store format preferences in favor of discounters.  

Despite difference revealed in this issues the common characteristics of successful post-

recession marketing strategy were discovered. Low price is now the key element of successful 

retailer. Other elements of marketing strategies play only supportive role in struggle for 

consumer’s wallets. 
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Chapter 1: Introduction  
 

1.1 Problem formulation 
 

Economic recession has influenced all spheres of economics – because lots of people lost 

their jobs, they reduced their costs, so the tendency of saving instead of spending became quite 

obvious.  

Business of retail chains is to make people spend more, so they should struggle for each 

customer and each cent he or she expands. We are living in “consumer’s society” and few years 

ago supermarket should not make much effort for making people buy – it was their natural wish, 

their pleasure, their leisure, their prestige. But now the vast majority of people reduced their 

costs and started to buy cheaper and less. 

In this sense, retailers along with banks and investment institutions appeared to be at zero 

level of crisis. And from the most rapidly developing spheres of business, retailing turned out to 

be one of the most threatened and insecure. 

In order to see differences and common traits in retailing in different countries it was 

decided to make the focus of research on two countries – Russia and Sweden. 

The focus of following research is on food retailers and food consumption because food 

is a thing that will never be stopped consuming, meanwhile can be very easy reduced and 

changed to cheaper alternative. 

 

1.2 Research questions 
 
In what way has recession changed the customer’s behavior and his priorities? 

How to predict consumer’s behavior and satisfy new, “post crisis” customer?  

What marketing principles should retail chains implement to make “greedy” consumer 

spend their money?  

 

1.3 Research objective 
 
The final objective of this research is to bring to light to what extent has the downturn 

stricken the food retailers and to formulate recommendations to retailers how to resist economic 

recession, in what ways can they attract customers and make them spend money. 

The value of this research work will be essential, because retailing is an enormous part of 

economy. Present work will look at this field from two different angles – consumer’s point of 
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view and vendor’s attitude. It will be useful for retailers to reveal in what direction they should 

develop their marketing strategies to succeed in businesses. 

 

1.4 Background 
 

Current recession is longer and deeper than previous ones, so experience of overcoming 

past downturns can help, but previous measures are clearly not enough.  

Recession started in December 2007 and now only reached the bottom, and downturn 

will continue at least two more years (Forbes, 2009). So, it is impossible for retailers just “wait 

for better times” – they will easily go bankrupt before these two years of recovering. In the US in 

the third quarter of 2008 personal consumption decreased the first time for the last two decades. 

The problem of consumer’s behavior under the circumstances of economic downturn was 

investigated by various economists and psychologists for at least a century. Among the first 

academics who was dealing with this phenomenon, was Keynes, insisting on the fact that 

consumption is predominantly dependant on income (Keynes, 1937). In the context of the Great 

Depression, consumption according to Keynes could hardly guide to recovery. Because 

decreasing consumption leads to surplus production and therethrough aggravate recession. 

The Keynes’s theory was challenged later, but nevertheless it is impossible to 

underestimate influence of income on private consumption. Following the logical chain of 

Keynes it is reasonable to assume that by trying to increase private consumption, retailers help to 

overcome crisis in order not to let an overproduction crisis happen. This fact underlines the 

necessity of right measures applied by retailers not only for “selfish” wish to gain profit but also 

positive influence on entire economy’s recovery.  

Current economic downturn caused sharp increase in unemployment. The rate of 

unemployment in Sweden in February 2010 reached 9.3% comparing 5.6% in June 2008 

(Statistics Sweden, Labour Force Survey, 2010). The rate of unemployment in Russia in 

February 2010 reached 8.6% comparing 5.6% in June 2008 (Rosstat, Trading Economics). 

Unemployment rate can be considered as a dimension of uncertainty (Carroll, 1992) and 

uncertainty in return induces fall cutback in consumption. 

Being more precise in defining reasons for personal consumption reduction during 

economic recession, it is reasonable to mark out two main sources. The first one is an increased 

rate of unemployment – people who have lost their jobs won’t go shopping, and people who are 

under the threat of firing will not spend much either. The second are tighter credit conditions 

make people care more about their expenditures as they should think about paying for bank loans 

above all (Businessweek, 2009).  
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Both of them are not likely disappear in the nearest months, so retailers should be aware 

that struggling for customers can become even tougher, because the longer people live in 

conditions of saving, the harder they spend more in the shop. 

Consumer confidence index (CCI) is an indicator revealing level of consumer’s 

confidence and their commitment to spend as much as before. In beginning of 2009 CCI in 

Russia dramatically dropped down to -35%. 

 

Russian consumer confidence index dynamics 

 
Figure 1.1: Russian consumer confidence index dynamics 

Source Investor Presentation of X5 Retail Group, January 2010 

 

In order not to go bankrupt retail chains have adapted their performance to new consumer 

who is now less confident and much more careful in making shopping. Though food is a thing 

that is impossible to stop buying, and food retail chains did not suffer as considerable losses as 

clothes or electronics outlets, still the problem of choosing the right methods to keep customers 

is essential for food retail companies. 

 

 8 



Chapter 2: Literature review 
 

2.1 Retailing – formats and marketing strategies 
 

Even before downturn retailers should have paid considerable attention to being 

competitive in order not let consumer go to another seller. Retailing has been regarded as one of 

the most quickly developing sectors, due to vast marketing innovations implemented (Hansen, 

Solgaard, 2004). Consumer’s choice of certain retailer and certain goods in supermarket is based 

on the utility that he/she perceives from the store and the goods. In order to perceive output the 

consumer is ready to spend certain amount of his/her time and money, and certainly he/she will 

choose the store that will produce more utility. 

If before economic crisis retailers tended to improve customer service, merchandising, 

invest in advertising, and widen shop space, after downturn they faced the dilemma – should 

they continue doing that or change to reducing costs policy.  

Recession experience has shown that cost reduction is able to help companies to recover 

from recession. It works in companies from all sectors. For retailers it can be carried out by 

leasing rather than purchasing retail space, laying off some part of staff, and moving expensive 

products from assortment. Also companies can implement asset reduction, e.g. selling non-

essential warehouses, company transport (Pearce, 2006).  

In literature several types of retailers are evolved. They differ according their target 

customer, marketing strategies and ways to obtain and retain their customer.  

Mainly, retailer’s types can be classified into groups according to the marketing strategies 

they implement, and these marketing strategies are basically founded on following elements: 

product assortment, price level and customer service (Baines, 2008).  

Based on these key elements, all retailing channels can be united in several groups:  

- Department stores: huge variety of products (including foods, cosmetics, clothing, books 

with wide range for choice), highly-developed customer service (e.g., shoe repair, post 

service, home delivery); 

- Discount retailers: the main trait – low prices combined with reduced costs for operations 

and  merchandising, minimum of customer services; 

- Limited Line retailers: are characterized by relatively narrow but deep choice of goods 

and customer services related to assortment; 

- Category killer stores: these shops have very narrow but very deep assortment, 

accompanied with lower prices; 
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- Supermarkets: wide variety of products, different merchandising tricks, convenience in 

location and competitive price. Supermarkets nowadays dominate food retailing; 

- Convenience stores: so called corner shops, offering some grocery, household goods for 

last minute needs. Their attraction is in long opening hours and close location. 

All these types of retailers employ aspects of marketing strategies in different ways.  

Supermarkets are the most often visited kind of store (Kotler, Armstrong, 2008).  

As long as the following piece of work focuses on food retailers, and supermarkets 

dominate the market, let’s take a closer look at them. These are the instruments that attract 

consumers to supermarkets.  

 

(Baines, 2008) 
 
Supermarkets had “boom” in development in 1980-1990-ies, but in late 1990-ies retailers 

started to feel some problems and slowdown in growth. It was caused by slower population 

growth and an increase in competition from both discount stores and large-scaled superstores. 

Moreover, supermarkets as well as other formats of retailing outlets were stricken by quick 

growth of out-of-home eating. 

In this sense, it can be reasonable to assume that after crisis when people start thinking 

more about their budgets, they began to eat at home more often then before. So it means that in 

some aspect crisis has done a favor to retailers (Kotler, Armstrong, 2008).   

 In order to attract customers supermarkets are making a lot of improvements – some of 

them provide improving services and store environment, better qualified food offerings, e.g. 

bakeries or fresh sea food departments. Others are cutting costs; use more effective operations 

and decreasing prices. Some of them even use Web-based sales (Kotler, Armstrong, 2008). 

 

2.2 What aspects define customer’s behavior and how it can be changed by economic 
crisis? 

 
Customer is above all an individual, driven by his/her own psychological motives. And 

the retailers should always remember that the final consumer of their offers is a human being 

(Nilson, 1995). And he/she is always feeling-driven, often irrational and sometimes hardly 

predictable. That is why the success of the certain retailer can be ruined in a minute due to just 

one wrong step. It is especially dangerous under the circumstances of recession, because 

 Product assortment Pricing Customer service 

Characteristic Broad and deep 
Some prefer low price, 

some avoid price 
disadvantages 

Few & self-service 
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potential customers suffered not only economically but as well psychologically. So if yesterday 

shopping was pleasure for them, today it is just buying products necessary for living. They now 

will prefer cheaper brands and will critically evaluate all promotion activities. 

How to satisfy customer’s needs? It is clear that all his/her personal needs can’t be 

absolutely fulfilled. If a person satisfies one demand, the new one appears suddenly. The same 

with retailers – they can’t make all people happy with prices and services, some of these both 

can be definitely not appropriate for some consumers. So retailers should prioritize projects and 

investment opportunities because they simply don’t have the time or the money to pursue them 

all (Stinnett, 2004). 

 If taking a closer look at what motivates people to buy, it is essential to pay attention to 

aspects that should be in priority for retailers to make people spend money in their outlets. The 

whole field of business decision making was on agenda during at least last five decades, and 

there is a great number of researches of how do people make decisions. But with selling it is 

harder to define the process, because each buying decision involves a large number of small 

choices and decisions.  

The literature on consumer decision making (CDM) is quite vast and has long history 

from retailing researches. Sproles and Kendall (1986) define a CDM style as “a mental 

orientation characterizing a consumer's approach to making choices.” The work of Westbrook 

and Black (1985) and Hiu, Siu, Wang, and Chang (2001) include CDM styles literature reviews 

from 1954 to 1985 and 1986 to 2001, respectively. Most of studies in both these research ways 

focus on confirming the existence of styles of thinking applied to consumer shopping cognitions 

and that dividing consumers into a limited number of meaningful groups by their responses to 

CDM style inventories is possible and useful (Wesley, LeHew, Woodside, 2006). 

Retailers during years are seeking for knowledge about how and why people do their 

shopping. And this is presented in creating of paradigms of various shopping typologies (e.g., 

Bellenger and Korgaonker, 1980; Darden and Reynolds, 1971; McDonald, 1993; Sharma and 

Levy, 1995; Stone, 1954; Walsh et al., 2001; Wang et al., 2004; Westbrook and Black, 1985). 

Sproles (1985) and Sproles and Kendall (1986) introduce the Consumer Styles Inventory (CSI), 

which is a trial to systematically measure shopping orientations using decision-making 

orientations. So, Sproles (1985) offers eight basic decision-making dimensions to explain why 

consumers behave in certain ways. An important assumption in this approach is that each 

shopper has his/her own decision-making style based on combination of several decision making 

dimensions. 

There are these styles following (reproduced from Sproles, Kendall, 1986): 
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1. Perfectionist/high quality-conscious consumer: decision style of consumers who 

systematically search for the best quality products possible. 

2. Brand consciousness/price equals quality: decision style of consumers concerned with 

getting the most expensive, well-known brands. 

3. Novelty and fashion conscious: decision style of consumers who like new and 

innovative products and who gain excitement from seeking out new things. 

4. Recreational and shopping conscious: decision style of consumers who take pleasure in 

shopping and who shop just for the fun of it. 

5. Price conscious/value for the money: decision style of consumers who are concerned 

with getting lower prices. 

6. Impulsiveness/careless: decision style of consumers who tend to buy spontaneously 

and who are unconcerned about how much money they spend. 

7. Confused by overchoice: decision style of consumers who feel they have too many 

brands and stores to choose from and who likely experience information overload in the market. 

8. Habitual/brand loyal: decision style of consumers who shop at the same stores and tend 

to buy the same brands each time. 

It is reasonable to assume that the fifth group of decision-making style became more 

numerous during downturn, because people started to save more than spend. 

 During downturn consumers feel unconfident about their job and are more concerned in 

financial matters (Shama, 1978). Consumers also revise their purchasing habits in order to adapt 

the changing economic conditions (Ang, 2001a, b; Ang et al., 2000; Zurawicki and Braidot, 

2005). This causes poor demand for products, resulting in tough competition in the market 

(Nguyen, 2009). Under the circumstances of recession, producers react by reducing costs and 

variety of production, improving efficiency, re-structuring debt (Beaver, Ross, 1999).  And there 

are a lot of studies on ways that producers are trying to cope with recession. But not so much 

investigation was made in the field of retail. 

 

2.3 What have retail chains done not to let demand to decrease? 
 

There are three types of competitive strategies: low cost, differentiation, and focus (Porter, 

1985). If a company sticks to low cost strategy, it exploits the economies of scale, privileged 

access to raw materials. In differentiation strategy, company makes efforts to be unique in its 

industry, and it is not afraid to set relatively high prices for these unique products. While the 

focus strategy is the choice of a narrow competitive scope within an industry.  
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During recession consumers spend more time on comparative shopping, searching for 

lower prices. Economic downturn makes retailers stimulate demand. Usually these strategies 

involve reconsidering target strategies, e.g. narrowing the product line, offering cheaper products 

and quantity discounts, lowering prices, increasing promotion. Sometimes companies also tend 

to get rid of intermediaries who can be quite costly. Occasionally lower operating costs can 

positively affect company’s performance (Ang et al, 2000). Schafter and Roper (1985) also 

recommend that during recession firms may offer cheaper and more functional products with 

narrower lines. This way of recession behavior is exploiting low cost focus strategy. 

Pricing is a corner-stone for demand maintaining for retailers especially during economic 

downturn. The effective pricing can be not only price cutting, but also discounting programs. 

 

2.4 Marketing Mix and the 4 Ps for retailers 
 

Marketing mix concept was created by Neil Borden in middle 1950-s and was finally 

developed into a theory in 1964. The sense of this theory was in forming marketing principles 

that will facilitate profitability of a company (Baines, 2008). Borden formed 12 issues that were 

involved in forming marketing strategy, later they were consolidated into 4 Ps principles of 

marketing mix: product, place, price, promotion. 

In the following figure Kotler shows main marketing decisions retailer make regarding 

their strategies and 4 Ps used to implement strategy in practice. 

 

 
Figure 2.1: Retailer strategy and retailer marketing mix  

Retailer 
Strategy 
Target 
Market  
 
Retail store 
positioning 

Retailer Marketing 
Mix 
Product and 
service assortment 
 
Prices  
 
Promotion 
 
Place (location) 
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Peproduced from Kotler P., Armstrong G. (1998). Principles of Marketing, 12-th edition. 

Pearson Prentice Hall, London. 

 2.4.1 Target market and positioning decision 

Defining the target market and choosing how it will be positioned in this market are the 

most important decision for retailer. The most common mistake of retailers, because of which a 

lot of them failed, is trying to have “something for everyone”. Because in the majority of cases it 

means no satisfaction of any market’s demand in proper way. Successful retailers define their 

target markets precisely and carefully, and focus on particular part of the market. E.g., Wal-Mart, 

positioning itself on lower prices (Kotler, Armstrong, 1998). 

 2.4.2 Product Assortment and Services decision 

 Retailers should define three main product variables – product range, services provided 

and store atmosphere. Product assortment should fit customer’s expectations. It can be carried 

out by offering unique products not presented in other chains and private labels.  

 Services may include consultancy about products and their characteristics. 

 Store atmosphere includes layout making customers feel comfortable while purchasing 

(Kotler, Armstrong, 1998). 

 2.4.3 Price decision 

Retailer should fit its price policy to its target market, product assortment. Usually 

retailers choose between either high markups on lower volume (most specialty stores) or low 

markups on higher volume (mass merchandise stores and discounters). Also an important part of 

price policy is defining to which extent retailer will use sales and price promotion. 

2.4.4 Promotion decisions 

Retailers can choose between the whole ranges of promotion tools – advertising, personal 

sales, discounts, direct marketing.  

2.4.5 Place decision 

It is one of the critical issues of success of a retailer. Retailers should choose locations 

that have easy access for target customer. Some companies today put their own shops or even 

competitor’s together in order to increase the number of customers who regularly visit their 

outlets (Kotler, Armstrong, 1998). 
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Chapter 3: Research Methodology 

3.1 Research methods 

 
Scientific literature defines two types of carrying out a research work – qualitative and 

quantitative methods. In the latest research methodology the third method – mixed – is identified, 

but it is obviously just a combination of both mentioned techniques.  

Quantitative approach is concluded in using postpositivist claims for creating knowledge 

– cause and effect defining, test of theories by conducting experiments, statistical data collection 

and analyses (Creswell, 2003).  

Qualitative approach is the research process when the author is based mainly on 

constructivist principles – individual experiences that can be further developed into a scheme or 

theory. It uses such instruments as case studies, observations, narratives (Creswell, 2003). 

 

3.2 Selecting approach for current research 
 
In the following research qualitative method was chosen as predominant. Due to the fact 

that it is based on previous experience of the relevant cases, it can provide more implicit 

characteristics of the investigated problem than quantitative method based mostly on numeral 

measures and reflecting brilliantly direct correlation but often ignoring latent deep springs. 

Qualitative method employs collaboration with participants and brings personal values to 

the study. These traits are essential for investigating such psychological and variable item as 

consumer’s behavior and marketing measures applied by retail chains in order to adapt to it. 

Qualitative research approach can be carried out by different methods – personal 

interviewing with open-ended questions giving an opportunity for interviewee to be more 

informal and deep in his answers and conclusions; group or focus group interviewing, participant 

observation, case study (Russell, 2006). 

For current piece of work a case study was defined as the main method of research and it 

was conducted with the help of interview as the source of primary data collection and annual 

reports and reports and interviews from press as additional secondary data. 

 

3.3 Case study approach 
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In order to see the implementation of theories on dependence retailing on customer’s 

behavior and marketing measures that could be implemented to improve retailer’s profit, case 

study method will be represented in the following research. 

Case study is a methodological approach widely applied in researches and surveys. 

According to definition it is “an empirical enquiry that investigates a contemporary phenomenon 

within its real-life context, especially when boundaries between object of study and context are 

not clearly evident” (Yin, 2003). 

But in this definition lack one of the important characteristics of case study approach. The 

more recent researches made the definition more complete by adding another trait – a case study 

is a study in which one or small number of cases is chosen and results got from them are 

analyzed in qualitative manner (Dul & Hak, 2008).  

According to the mentioned definition of case study, to make its application reasonable, it 

is necessary to take as an object of research a case that will reflect the problem of survey. This 

case should by typical and relevant at the same time. 

During the process of selecting the case for the following research it was decided to 

choose retail chain that will have high market share in Russian retailing and several formats of 

outlets. These two characteristics will fulfill requirements of appropriate case study for the 

research.  

 

3.4 Primary data 
 

Interview was chosen because it is the most personal method of getting information, it 

reflects not only answers to already prepared questions but also allows to deepen more in topics 

that during interview appear to be the most relevant to the research and to follow up with them. 

The type of standardized interview with open-ended questions was chosen for the research. This 

approach facilitates convenient way of collecting, analyzing of information and comparison of 

obtained results.  

As the following research is considering changes in consumer’s behavior during financial 

recession and the ways for retailers of adapting their marketing strategies to it, the interviewees 

should have been chosen in order to provide their experience in what way has consumption 

changed, how did it affect their sales and turnover, point of view in what way implementing of 

new marketing strategies has helped them to overcome people’s saving tendency.   

In order to provide validity and reliability of received information, the interviewees 

should be managers of retail chains dealing with marketing issues. The representatives of the 
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largest Swedish and Russian retail groups have been interviewed by telephone according to 

prepared questionnaire. 

Questionnaire was created in order to reflect issues highlighting the research questions. 

Interviewees were asked questions regarding how did their retail chains felt economic recession, 

was the decrease of turnover considerable, how retail chains changed their marketing strategies 

in order to increase their profits, what measures were successful and which of them failed. 

 

3.5 Secondary data 
 
Secondary data can be defined as using existing data for another purpose. Usually 

researches start looking for secondary data in order to find if their problem could be solved 

basing partly or wholly on it. Because it is easier and less costly to obtain it comparing with 

primary data (Kotler, 1999).  

Secondary data might be received from government authorities, statistical institutions, 

periodicals, or bought from commercial agencies. 

In current dissertation information from annual reports was taken as well as statistics 

from government authorities. 

 

3.6 Conclusions 
 
Based on these primary data collected from interview, secondary data from annual reports, 

observations, state and corporate statistics, analyses were hold and final conclusions made.  
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Chapter 4: Countries overview 
 

4.1 Analysis of retail sector in Russia 

 

After economic recession had come in 2008, the largest Russian retailers faced the tough 

crisis of liquidity accompanied with the problem of appreciation of debt capital. Retailer’s 

liabilities to their suppliers have increased dramatically. Payment’s delays in many commodity 

items raised from 30-40 days to 60-90 days (Busko, Ryabova, Emeliyanova, 2007). The 

suppliers restricted their prepayment policy for retail chains – increased advance payment from 

5% up to 15%, sometimes even up to 30-50%. Under such circumstances, liquidity shortage 

became also a threat to suppliers, the number of short supplies expanded, some companies 

rejected their deliveries to several retail chains (“Samokxval”, “Mosmart”) (Radaev, 2008). 

The problems of retailers were aggravated by inflation and currency devaluation. But 

retailers did their best not to let prices go up because they were afraid of losing customers.  

According to analyses carried out by one of the most successful Russian retail chains X5 

Retail Group, the average bill has decreased because customers avoid buying expensive goods 

and tend to buy only primary commodities (interview with Khasis L. – CEO of  X5 Retail 

Group). According to Lev Khasis, people now visit shops more often but spend less than before 

crisis. 

In such situation, when customers try to spend less, the different formats of retailers have 

different outcomes. E.g., companies working in low segment – discounters, feel quite 

comfortable – they have their sales even growing. The second largest Russian retail chain 

“Magnit” (OAO Tander) had powerful results for 2008 – net profit of the company increased 

significantly comparing with 2007 – by 25,54% in terms of dollars (From Annual report of 

Tander for 2008, www.finansmag.ru/news/5449). 

At the same time supermarkets tend to suffer much more. That is why companies that 

have diversified portfolio of retailers in different formats, started to pay more attention to 

developing discounters with the lowest prices rather than huge supermarkets with wide range of 

goods and facilities but higher prices. X5 Retail group stopped investing in super- and 

hypermarkets and started expanding their discount-stores – “Pyaterochka” (interview with 

Khasis L. – CEO of  X5 Retail Group). 

At the same time, retailers reconsider their product range. In 2009 the most considerable 

decrease of sales took place in the segment of imported commodities. Devaluation of ruble 

caused appreciation of foreign products and recession of demand for them. According to data of 
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Federal Customs Service, import of food to Russian Federation for the period of January-March 

2010 in comparison with the same period of last year decreased by 46,3%. 

 

 
Figure 4.1: Retail turnover dynamics in Russia 2007-2010 

Reproduced from Rosstat, http://www.gks.ru/bgd/regl/b10_01/IssWWW.exe/Stg/d03/2-
2-1.htm 

 
Taking a look at retail turnover dynamics in terms of statistical data provided by Rosstat, 

it is clear that retail turnover has decreased significantly in 2009 in comparison with 2008 

numbers. Still it is possible to notice sharp leaps in December in 2009 as well as in 2008, but 

even this increase has declined by 10%. And after eliminating seasonality trend line becomes 

clearly decreasing. 

 

4.2 Analysis of retail sector in Sweden 

 

Alternatively to Russia, situation in Swedish retailing market is far most promising. 

According to statistical data, Sweden is the country with one of highest growth rates in total 

retail trade in European Union during recession. In March 2010 growth of retail trade in Sweden 

amounted to 2.8% compared with the same month of previous year (Eurostat, 2010). In 

comparison with the average EU figure of 0.3%, Swedish retail looks successful. 

Nevertheless, Swedish retailers did not stay absolutely prosperous.  
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Retail trade in Sweden, sales volume 
% change from previous month, annual rate. Trend 

 
 

Figure 4.2: Retail trade in Sweden, sales volume 

Reproduced from SCB, http://www.scb.se/Pages/TableAndChart____30428.aspx 

 
It is clearly seen that considerable decrease in sales volume happened in 2008, followed 

by sharp recovery in 2009. At the moment, for the second quarter of 2010, growth rates of retail 

sales in Sweden are steady but relatively low comparing with previous years. 

 
 
In order to find out if retailers in Russia and Sweden have been hardly influenced by 

crisis, in which way it happened, the practical part of research will focus on the case study of 

Russian and Swedish largest retail chains. 

 

 

 20 



 

Chapter 5: Data Collection. Russian retailer 
 

5.1 Choosing object for case study 
 

The reason of taking X5 Retail Group as an object-matter is concluded in several aspects. 

It is the largest Russian retailer having outlets in all regions of Russia, so represents the whole 

Russian retailing market not emphasizing on particular region. X5 is multi-format retail group 

that includes three retail formats - soft discounters, supermarkets and hypermarkets. Each format 

provides its own price and marketing strategy orientating on precise segment of customer. If a 

year ago all these formats had their own customer who unlikely changed their preferences to one 

or another retail format, after economic recession consumers have modified they purchasing 

habits and are eager to change format of preferred retailer in order to get more product for less 

money. In the limits of single retail chain it will be possible to investigate the changes in all most 

popular retail formats and their specific marketing strategies. 

 

5.2 Company overview of X5 Retail Group 
 

Company X5 Retail Group is the leading retailing company in Russia according to 

revenue and sales criteria with the results of USD 8.7 billion of net sales and USD 2.1 billion of 

gross profit in 2009.  

Top5 of largest Russian food retailers in 2008
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Figure 5.1: Top 5 of largest Russian food retailers in 2008 

Source Investor Presentation of X5 Retail Group, January 2010 
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X5 Retail group was founded in 2006 as a result of merger of two large Russian retail 

chains – “Pyaterochka” and “Perekrestok”. In 2008 X5 has bought chains of hypermarkets 

“Karusel” and now owns 1,372 multi-format stores in Russia and Ukraine, providing operations 

in 45 Russian and Ukrainian cities (Annual Report of X5 Retail Group, 2009).  

X5 Retail Group is operating in 3 formats of shops (Investor Presentation of X5 Retail 

Group, January 2010): 

- Disconter “Pyaterochka” – 1039 stores, 54% of sales.  

Net selling space: from 300 to 800 sq.m. 

Average assortment: 3,000 stock-keeping units  

Pricing policy: lowest price in the market on 100% of assortment 

Format strengths: Price and convenience 

- Supermarket “Perekrestok” – 275 stores, 27% of sales. 

Net selling space: from 800 to 1,500 sq.m. 

Assortment: 8,000 – 15,000 SKUs 

Pricing policy: Best price in supermarkets 

Format strengths: Wide choice, focus on fresh 

- Hypermarket “Karusel” – 58 stores, 19% sales 

Net selling space: from 4,000 to 10,000 sq.m. 

Assortment: 30,000 – 50,000 SKUs 

Pricing policy: Lowest price in the market on basic assortment, super offers for card holders on 

the rest 

Format strengths: Wide choice at low price, ideal place for weekend and family shopping 

 

5.3 Marketing strategies during economic crisis 
 
 According to Kontorova Ekaterina, specialist of controlling management, department of 

economic security, influence of economic downturn was noticed by X5 Retail group in February 

2008. Following the indicators of company’s performance, it can be defined in numbers of sales 

growth. 
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Figure 5.2: X5 like-to-like performance versus Competition  

Source Investor Presentation of X5 Retail Group, January 2010 

 

Since 2008 the sales growth of X5 has slowed down – from 22% in 2008 to 10% in 2009, 

it is not as sharp as other retail chains decrease but still considerable. 

 In order to struggle with critical situation, management of X5 has chosen the strategy of 

reducing costs (selling, general and administrative) from 18.3% before crisis in the end of 2007 

to 16.4% in the fourth quarter of 2009. It helped to improve efficiency of company’s 

performance. 

 
Figure 5.3: X5 selling, general and administrative costs reduction in 2007-2009 

Reproduced from Investor Presentation of X5 Retail Group, January 2010 
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As Ekaterina Kontorova specificated this situation, the cost reduction was mainly carried 

out by optimizing staff. Reduction of personnel concerned both office and outlet staff in 

warehouses and all formats of stores. Layoff amounted to 25%. 

In order to find out to which extent and in what directions customer`s expactations and 

behavior change, X5 uses detailed marketing researches including questionnaires, observations 

and focus groups. These researches reflect degree of satisfaction of customers; find out if product 

range and prices fulfill their expectations. 

As X5 is functioning in 3 formats, it is important to know which of them turned out to be 

more and less sensitive to economic downturn. Ekaterina Kontorova states that “Perekrestok” 

suffered mostly because it is orientated to middle to higher income level customer. Net sales of 

chain decreased by 15% in USD terms in 2009 comparing with 2008. 

 

“Perekrestok” 2009 Net Sales 

 
Figure 5.4: “Perekrestok” 2009 Net Sales 

Reproduced from Annual Report of X5 Retail Group, 2009 

  
Prices in “Perekrestok” are higher than in other formats due to extra services and quality 

assortment (Annual report X5, 2009). But as Sergey Greshilov, Director of “Yuzhny” branch of 

X5 Retail Group, argues in interview with “Vedomosti”, “Perekrestok” lost in amount of 

customers but increased the average bill. 

“Pyaterochka” and “Karusel” did not suffer according to Ekaterina Kontorova. 

“Pyaterochka” is a discounter, positioning as the provider of lowest prices and attracting 

customers by local special offers. It is orientated to low to middle level income customers, 

providing low prices for range of the most necessary everyday commodities. 
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“Pyaterochka” 2009 Net Sales 

 

 
Figure 5.5: “Pyaterochka” 2009 Net Sales 

Reproduced from Annual Report of X5 Retail Group, 2009 

 
 “Pyaterochka” is the most successful format of X5 Retail Group at the moment. Net sales 

of chain increased by 5% in USD terms in 2009 comparing with 2008. According to Sergey 

Greshilov “Pyaterochka” is now the most promising format and the number of outlets is going to 

be expanded. 

 Hypermarkets “Karusel” are doing steadily. Their target customer bases are families with 

wide range of household budgets.  

“Karusel” 2009 Net Sales 

 
Figure 5.6: “Karusel” 2009 Net Sales 

Reproduced from Annual Report of X5 Retail Group, 2009 

 

Wide range of products allows low income level families as well as high income level 

families find desired commodities. The image of fun shopping at reasonable prices is formed and 

encouraged by global promotion offers. 

 According to Ekaterina Kontorova X5 Retail Group did not change image of formats and 

continued development of all formats after beginning of crisis. The experience of 1998 crisis in 

Russia gave to company experience of developing discounters as well as creating higher income 

orientated “Perekrestok” after stabilization of Russian economy in 2000-s.  
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 Considering changing assortment in outlets, Ekaterina Kontorova says that their company 

replaced several expensive labels by cheaper ones, declined a number of upmarket suppliers.  

 Following the trend of customers to abandon buying expensive products and their wish to 

replace them with reasonably priced ones, X5 Retail Group develops private labels. X5 Retail 

considers developing of private brands as a very important part of their success. Private labels 

enhance company’s value propositions and attract customers by lower priced goods (Annual 

report X5 Retail Group, 2009). 

 Creating and development of private labeled goods is being conducted in 3 dimensions - 

establishing unified approach through three formats; developing segmented own-brand identity; 

improving customer perception and creating trust to quality of private labeled commodities. 

Private labels of X5 Retail Group are presented by “Red Price” in price leader segment, that 

includes beverages, bread, cookies, canned goods, as well as “Five pluses” as own-brand range 

for milk, alcohol, seafood and baby care goods. Company is in process of developing own-brand 

range of products and alcohol in premium segment (Annual report X5 Retail Group, 2009).   

 According to Kontorova Ekaterina, X5 Retail Group is developing and extending its 

customer loyal system. For retaining customers company created loyalty cards with 

accumulative points. After a certain period of using this card, customer can pay for his shopping 

by points that are accumulated on his card for previous purchasing. The ratio is one point is one 

ruble (RUB). Customers are informed via SMS about the number of points at their loyalty cards 

and are motivated to spend them in company’s shops. 

 Regarding promotion activities, Ekaterina Kontorova stated that expenses for these issues 

were not significantly increased due to cost saving policy and as far as brand acceptance was 

already formed in different targets groups to certain formats. At the moment more attention is 

paid to weekly offers advertising in “Karusel” hypermarkets as well as new advertising 

campaign presenting “Pyaterochka” as the brand for ordinary Russians. It was enhanced by 

company’s high-profile sponsorship of the Russian National Football Team (Annual report X5 

Retail Group, 2009).    
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Chapter 6: Data Collection. Swedish retailer 

6.1 Object chosen for case study 

 
Swedish food retail sector is highly concentrated. If usually in European countries four 

largest food retail chains occupy 30-80% of total retail sales (Clarke et al., 2002), in Sweden this 

indicator is much higher. In 2002 three largest food retail companies (ICA, Axfood and Coop) 

counted for 90% of total sales (Daunfeldt et al., 2002). In recent years this consolidation has 

gone down but it still remains relatively high. In 2009 ICA, Axfood, Coop and Bergendahls 

together estimated approximately 70% of the market (Annual report of the ICA Group, 2009). 

In order to have reliable and generalized example of Swedish retail company, it is 

essential to choose leading retailer with large market share for case study. 

The ICA Group was chosen as an object-matter for studying Swedish aspects of retailing. 

It was done because the ICA Group is one of the Northern Europe’s leading retail companies 

holding 2,200 shops in Sweden, Norway and the Baltic countries. It owns several formats of 

stores that together brought SEK 59,003 million (USD 7,555 million) in 2009.  

ICA’s share of the Swedish grocery market is approximately 36.5% in retail level 

(Annual report of the ICA Group, 2009). But in some municipalities it is much higher and 

exceeds 70% (Daunfeldt et al., 2002). 

 

6.2 Company overview of ICA Sweden 
 

Company ICA Sweden operates around the country collaborating with independent 

retailers who own their stores but have agreement with ICA Sweden which coordinates supply 

chain, logistics, marketing and sales. ICA`s stores in Sweden counts for 1,359 shops in all parts 

of Sweden (Annual report of the ICA Group, 2009). 

ICA Sweden has four store formats to satisfy customer demand in diverse conditions: 

ICA Nära, ICA Supermarket, ICA Kvantum and Maxi ICA Hypermarket (Annual report of the 

ICA Group, 2009): 

- ICA Nära 

Format: Small, convenient stores, a narrow product range and quality fresh products.  

Number of stores 728 

Store sales in Sweden (SEK million)1 14,155  

Number of items 5,000–8,000 

1 Excluding VAT 
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- ICA Supermarket 

Format: Wide assortment for everyday meals or special occasions. Personal service is high, and 

the stores carry a wide range of fresh foods.  

Number of stores 444 

Store sales in Sweden (SEK million) 29,588  

Number of items 8,000–10,000 

- ICA Kvantum 

Format: Designed to be the leading local supermarket, with foods for everyday and special 

occasions. Offer a variety of fresh foods, alternatives for allergy sufferers, healthy and organic 

choices, and local products. 

Number of stores 118 

Store sales in Sweden (SEK million) 21 904  

Number of items 10,000–30,000 

- Maxi ICA Stormarknad 

Format: Everything at good prices under one roof. Wide variety of foods and nonfoods such as 

housewares, sporting goods and garden supplies. Extended store hours, convenient for drivers. 

Number of stores 69 

Store sales in Sweden (SEK million) 25,025  

Number of items 30,000–45,000  

 

6.3 Marketing strategies during economic crisis 
 

According to Ariella Rotstein, Marketing Director of ICA Maxi, economic recession 

mostly brought positive results for food retailers. People started to save money by not eating in 

restaurants. Cooking at home is definitely accompanied by buying more ingredients and products 

in food stores. 

Positive results of company`s operations are confirmed by statistics from Annual report 

of the ICA Group: 

Financial indicators of ICA Group in 2007-2009 
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Figure 6.1: Financial indicators of ICA Group in 2007-2009 

Source Annual report of the ICA Group, 2009 

 
The ICA Group’s net sales reached SEK 94,651 million (90,963), an increase of 4.1% 

comparing to 2008. Ariella Rotstein approves that the year 2009 was very successful for 

company. But she underlines that during current recovery period from January 2010 ICA feels 

downturn in their business – the growth rates started to slow down, competition in 2010 is 

expected to increase because of expansion of several players (Annual report of the ICA Group, 

2009). 

 Considering tools that marketing department of the ICA Group uses to predict and 

analyse customer`s expactations and behavior, Ariella Rotstein names inhouse marketing 

researches as well as external ones. Primary marketing researches combine questionnaires, 

observations and focus groups, scanner data from loyalty cards for members of supermarket 

clubs. ICA widely uses analysis of their marketing campains to see the results of them, how 

consumers react, what products they prefer to buy, what triggers them to buy, how they percieve 

ICA. 

 ICA has four formats of store. All of them has their different target customers and during 

economic recession managed to retain their clients. According to Ariella Rotstein in 2009 ICA 

Maxi was the winner. She argues that people during recession have more incentives to go further 

for cheaper food and buy a lot at one time. But from the other hand, Ariella marks that during 

this year`s cold weather, many people chose to leave a car in parking place and buy food closer 

to home. So cold weather had positive impact for such formats as ICA Nära and ICA 

Supermarket. 

In the Swedish market decreasing krona kept pressure on prices both food and non-food 

through the whole year. At the same time customers indicate that price has became a key factor 

for them. Surveys showed that perception of ICA was as an expensive store (Annual report of the 

ICA Group, 2009). So, Ingrid Jonasson Blank, Executive Vice President of ICA Sweden, says 

that ICA has cut prices as much as they could. It was reached by negotiations with suppliers as 

well as optimizing logistics and operations. 

Ariella Rotstein states that their department did not feel considerable tendency of 

consumers to buy the cheapest products, but notices that they become more sensitive and 

interested in message “cheap”. The price perception becomes more important than the actual 

price. ICA`s marketing campaings in 2009 had the message “Save money when you shop at 

ICA”. 
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In addtition to it, campaign “A cheaper ICA” was launched in 2009, its focus was on 

reducing prices for everyday products. Totally price cut concerned 2,000 commodities. Another 

way to persuade customers in reasonable prices was a new loyalty program called “Mina varor”, 

which customizes discounted offerings based on each customer’s buying habits (Annual report 

of the ICA Group, 2009). 

The policy of ICA was not concluded in removing expensive products from shelves. 

According to Ariella Rotstein, ICA`s strategy is always to have a wide assortment for all price 

levels and the company still offers something extra for special occasions. Many customers are 

willing to pay more for products that add value, like organics and healthy food (Annual report of 

the ICA Group, 2009). 

Private label “ICA” has a long history, it has been launched in 1922. Nowadays it 

includes range from the discount to premium categories (Annual report of the ICA Group, 2009). 

It contains such labels as low priced ICA products as well as healthier products ICA Gott Liv 

and organic products ICA I Love eco. According to Ariella Rotstein in 2008-2009 ICA enhanced 

the marketing campaign around these kinds of products. 

Regarding advertising and promotion issues, Ariella states that every year ICA makes an 

extensive marketing plan and use several marketing channels. Usually this covers ICA`s 

visibility. During this year ICA`s markeing campaign changed the message according to what is 

happening in the market – necessity of wide range of products at good prices.  

Therefore, previous two years, period of recession, were sucessful for ICA, but was 

accompanied with rising cost efficiency and changing the image of stores from premuim to 

reasonably priced. 
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Chapter 7: Analysis 
 

In the following part of research the comparison between retailer’s situation in Swedish 

and Russian market during economic recession is organized. The effect from crisis for retailer 

and their sales, measures that retailers implement in order to adapt to changing customer’s 

behavior will be under consideration. 

 

7.1 Influence of economic recession on X5 Retail Group and the ICA Group 
 
According to information collected basing on primary data presented by interviews as 

well as secondary data taken from annual reports and interviews published in open information 

sources, crisis influenced Swedish and Russian food retail companies in different ways and to 

diverse extent. 

If Russian X5 Retail Group felt negative influence of economic downturn in February 

2008 evident from considerable slow down of growth rate because of consumer’s insecurity and 

wish not to spend as much as before; the ICA group felt only positive results in net sales 

connected with replacement eating in restaurants by eating at home. 

Recession began simultaneously in both countries in 2008 but if consumers in Russia 

became orientated more to discounters “Pyaterochka” instead of supermarkets “Perekrestok”, 

Swedish customers turned out to be not so sensitive to crisis, they stayed loyal to their previous 

preferences – despite the image of ICA as relatively expensive store, people did not stop buying 

there, sales of the ICA group increased. 

Reacting to tough environment X5 Retail Group had to reduce staff by 25%, ICA just 

started conducting more cost effective policy, reducing operating costs and optimizing logistics. 

7.2 Price decisions 
 

Both companies felt the necessity of flexible price policy as felt consumer’s increased 

concern about their finances. In order to understand in which way market environment changed, 

Russian X5 Retail Group as well as Swedish ICA used detailed marketing researches including 

questionnaires, focus groups, analyzing results of own marketing campaigns. These researches 

reflect degree of customer’s satisfaction, their reactions and flexibility, their motives to buy more 

or less. 

ICA cut prices on thousands of products (Annual report of the ICA Group, 2009). Apart 

from that attention was also paid to perception of the price. Campaign “A cheaper ICA” was 
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launched with dominating message “Save money when you shop at ICA”. The new loyalty 

program “Mina Varor”, offering dicounts for everyday products, was introduced to clients. 

In case of X5 Retail group the price policy was similar. More special offers and disounts 

appeared in all three formats of stores. The most successful was the strategy of discounter 

“Pyaterochka” with message “lowest price in the market on 100% of assortment”. The negative 

example of supermarket “Perekrestok” known as high-priced is obvious – its net sales went 

down by 15%. 

7.3 Product decisions 
 

X5 Retail Group was more “low-priced” orientated, it replaced some expensive 

commodities by cheaper ones. In this way company encouraged people to visit their stores not 

being afraid to spend more – all products are at reasonable price, no threat of buying “luxury” 

products. 

The ICA Group has not made the assortment and price range narrower and the company 

still offers many commodities for special occasions, relatively expensive healthier and organic 

food. Consumers who have demand for them still exist and company aims to satisfy all kinds of 

consumer’s preferences.  

Both companies continue developing their private labels (PL). In case of X5 PL range 

includes low priced “Red Price” label and middle segment “Five pluses” label.  In case of ICA 

PL range includes relatively low priced “ICA” products, healthier products “ICA Gott Liv” and 

organic products “ICA I Love eco”. 

 

7.4 Formats of stores 
 
 As both companies own and manage several formats of stores, it is essential to define 

which of them was the most resistant to crisis.  

 In case of X5 Retail Group the most successful format was discounter “Pyaterochka”. In 

the period of economic downturn due to its low priced reputation, this format became the most 

promising one in the whole group, with relatively high growth rate. Hypermarket “Karusel” due 

to its wide range of products and number of special offers showed low but steady growth in net 

sales. The worst situation happened with supermarket “Perekrestok”, highly-priced store chain 

that finished the year 2009 with decrease in net sales. 

In the ICA Group none of the formats suffered hardly from crisis. Though the winner was 

Maxi ICA that performed the strongest growth, convenient stores ICA Nära and stores ICA 

supermarket had steady growth in net sales. 
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7.5 Promotion decisions 
 
Neither X5 Retail Group nor the ICA Group did not increase significantly their budgets 

for advertising and promotion. Among promotion activities that rise consumer’s loyalty were 

special loyalty programs and bonus cards that from one hand made customers more retained to 

particular retail chain, and from the other hand allowed companies to get precious information 

about frequency, amount and contents of purchases. 

ICA`s marketing campaign had changed slightly its direction, now being orientated on 

wide range of offered products at reasonable prices. 

X5 Retail Group diversified campaigns for different formats of stores, making priorities 

with “Pyaterochka” as “Store for ordinary Russians” and “Karusel” as “Shopping for families 

during Weekends”. 
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Chapter 8: Conclusions 

8.1 Findings 
 

Grocery stores appeared to be not very sensitive to economic recession. Swedish retailer 

ICA hardly noticed the influence of crisis on its net sales. Russian Retail Company X5 felt this 

affect more sharply but it mostly came as reallocation of consumers to different format of stores. 

Food is something people will not be able to stop buying even if they suffer big losses, are 

paying credits or are insecure about the future. But nowadays they have alternatives where to 

buy food. That is why customers can change their preferences and leave store they used to be 

loyal searching for better price conditions and attractive offers. 

In the current research two cases were studied in order to see how retailing companies are 

adapting to new market situation, which theoretical principles of marketing they implement in 

practice and to which extent is it successful. 

As both examples are leading companies in their countries with years of experience of 

overcoming difficulties in turbulent environment, their marketing strategies during economic 

downturn allowed them to stay with increased net sales, considerable growth rate and retained 

customers. 

What were the most successful measures these two companies applied in order to stay 

profitable and leading?  

It became clear that price during crisis became the cornerstone of successful retail 

company. If before economic downturn significant part of customers were ready to overpay in 

order to get extra services and convenience, after recession they are eager to sacrifice their 

comfort following the lower price. 

It is essential for retail chains to pay attention to increased sensitivity of consumers to 

price. Retail chains should react as soon as possible in order not to let competitors to walk away 

customers from them. 

The successful example of ICA, which was able to understand customer’s intention to 

buy cheaper and adapt its marketing strategy to it, and unsuccessful “Perekrestok”, that kept 

being associated with high prices, prove how important it is to follow consumer’s priorities and 

motives in choosing retail outlet for shopping. 

8.2 Conclusion discussions 
 

According to the following research, other elements of marketing strategies turned out to 

play only supporting role for the key element of marketing under conditions of economic 
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recession – price. As stated before not only the price as itself but also its perception is very 

important. Various discounts and special offers, marketing campaigns with message “our store 

offers you the best prices” are at the moment the main direction of marketing activities that 

should be implemented by food retail chains in order to gain success in business. 

But it is impossible to give same recommendations for both Russian and Swedish food 

retail companies during economic recession as the economic situation and customer’s 

expectations are very different. 

The most promising formats of food store at the moment in Russia are discounters. It 

should be a discounter with proven reputation for its lowest prices, wide choice of private 

labeled commodities in the cheapest segment, and developed loyalty programs that retain clients. 

In Sweden such restricted format was not popular before and is still not so demanded. In 

order to be profitable and provide growth of net sales in Swedish market, retail company should 

have wide range of products, necessarily with healthy and organic products, but at affordable 

prices, attracting customers with special offers and discounts for loyal customers. 

Nevertheless several common recommendations can be made.  

It is essential to develop private labels that not only create low priced assortment that is 

so in-demand by “post-recession” customer but also develop company’s identity.  

Apart from that, it is important to carry out marketing campaigns that inform about low 

level of prices, attractive offers that motivate people to go and even drive further following best 

offers. 

Very successful strategy is implementation of loyalty systems, e.g. bonus cards, discount 

cards. They add value to customer’s perception of beneficial shopping. 
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APPENDIX 
 

Questionnaire  

 

1. Did you feel the impact of economic downturn on your company?  

 

1.1 If crisis influenced your company, when approximately did it happen?  

 

2. What kind of tools does your marketing department use to predict and analyse customers 

expactations and behavior? 

 

3. Could it be possible to say that any of store formats suffered more from crisis or may be any 

of them became more profitable? 

 

4. In what way did the influence of decreased consumption came up – was it the decrease of  

average bill, did consumers change their label preferences, did they start to buy cheaper product? 

 

5. Did you somehow adapt your marketing strategies to new customer behavior, i.g.: 

 

- Did you  replace expensive commodities by cheaper ones?  

- Did you develop your own private brands  (usually they are at lower prices)?  

- Did you start to use more special offers and discounts, widened priviliges with customer loyalty 

cards?  

- Did you cut your expenses (reducing staff – self-service payment points with no cashiers, 

cutting the amount of outlets)?  

- Did you pay more attention to advertising and promotion in order to attract customers in this 

period? – TV, bilboard advertising, weekly offers?  

 

Thank you very much for you precious help 
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