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Introduction 

Over the course of a thousand years, the Food Industry has been centered on very labor-

intensive activities, which were done to provide a single person, family and/or clan with 

food. Food industry has gone through many changes during last 150 years. Nowadays 

food is raised, manipulated, preserved and moved around more then it had ever been in 

the past. The modern Food Industry relies heavily on technology, transportation, 

management and logistics for physical fulfillment, and on marketing and government 

regulation for maintaining an efficient consumer market. The food industry is connected 

to the person’s life daily. Different consumer behavior, attitudes, preferences lead to 

change and adjust assortment in the food supermarkets to all businesses in this industry, 

according to course the paper Globalization in the Food industry (2007:28) 

In the last two decades, there have been a lot of reconstructions in the food processing 

industry in Latvia. Latvia has had investments from the European Union in order to 

develop and improve its production. At the moment, Food processing industry is the 

second largest industry in Latvia producing qualitative products, even products that are 

unique for the Baltic region. Since Latvia exports food products and has potential in 

exporting activities, the main target was to investigate Swedish consumer’s attitude 

towards food products made in Latvia. According to Agrita Martinsone, there has been a 

research done on the image of Latvia in the Swedish mass media. The results were quite 

interesting. Phrases such as “The Baltic countries are just a geographical area that has 

been owned by Soviet Union” and “people from Baltic are criminals” do not build a good 

image of the country. A good image of the country is important in order to have good 

impression about the products, since there is no popular international brand that could 

overcome such an image and would not be connected with the country.  

According to John G. Knight (2007:108), consumers generally buy foodstuff and they are 

low involved in this activity, though that assumption could not be related to industrial 

buyers. A great deal of consumer behavior literature describes that a lot of consumer 

purchases are done because of different stimulus. For example, more than a half of 

groceries have been purchased on impulse. Study has illustrated that food products are 

mostly evaluated from their visual appeal such as packaging and chosen colors for 

packaging.  Nevertheless, there are many other factors that effect buyer choice, such as 

taste and appearance, since food itself has a different meaning in the person’s life. One’s 
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beliefs and attitudes might influence the choice of food products and sometimes even 

determine self-identity (as an example identity with green consumerism). 

During the observation of the offered food products from Latvia in the supermarket 

chains, there was hardly found a product with the label “made in Latvia”. This was the 

main factor that motivated to go one level up to the level of the Swedish food industry 

“gatekeepers” and to explore why there is such a situation. Because the product-country 

image has been studied quite widely in the literature in connection with high-involvement 

consumer purchasing of durable products and products of well recognized brands. 

According to John G. Knight (2007:108), to a smaller extent studies has been conducted 

on low-involvement products such as food in relation with product - country image. Even 

fewer studies have been done on the purchasing behavior of distribution channel 

members. From another point of view it is astounding that there has been so little 

research done on “gatekeepers”, because their purchase decisions influence accessible 

variety of products of millions of end-users. 

The paper deals with the issue of the export - related problem from Latvia to Sweden. 

According to conversation with GatewayBaltic director Inese Andersone, there are two 

possibilities for Latvian food manufacturer to enter the Swedish market – in the retail 

sector and/or food service. The main players in the retail business that would be 

attractive for Latvian importers are Coop, Ica and Axfood retail chains. Another 

possibility for Latvian exporters is food service sector and there, according to Andersone, 

Latvian exporters show better performance already.  

In both cases, certification is essential, nevertheless, for the retail chains it is the most 

significant factor. In the food service sector primarily the price, sample of product and 

only then certification are evaluated. Andersone explains that importers in the food 

service sector are not so strict. The decisive factor is not certification. Importers are 

usually willing to visit a plant in Latvia before they sign a contract. There are cases when 

Swedish importers are surprised by the high standards and innovation level in the Latvian 

manufacturing plants. Unfortunately, there are quite many plants where this is not the 

case. 

According to the interview with Inese Andersone, there are several reasons why Latvian 

food producers are not so active in exporting to the Swedish market. One of the reasons 

is the insufficient capacity. In most cases, their main market is the home market. Another 

reason, explaining their passive export to Sweden, are the high manufacturing costs not 

allowing them to sell at the required price. As mentioned above an obstacle for export to 
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Sweden is shortage of technology. A funny example is packed spices, when Latvians 

exporters could not provide appropriate packaging. All the spices were bundled in 

common plastic packages that could not stand upright and were falling down. She 

mentions quite many examples when Latvian food producers could improve their 

performance. 

According to interview with Inga Griķe, Latvian food producers and the governmental 

institutions have widely discussed that in order stay on the stage and successfully 

compete with other countries in the food export, there should be made acquisitions of the 

food producers. In some cases, Latvia can not compete with the offered quantity of 

Polish producers or with the quality of the French products.  

The paper deals with issue how to determine the main exporting obstacles of the Latvian 

food producers to Sweden and how to try to identify if the concept of the trading houses 

could be the good way to overcome those obstacles. 
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1. Theoretical framework 

1.1 The country of origin effect 

1.1.1 Product country image and Product-place image 
According to John G Knight (2005: 107), one of the strongest effects that drive 

consumers to choose among the products from different countries is image that they 

relate to a particular country. Generally, each country has a stronger or weaker stereotype 

towards other countries that is built on perception of consumer’s attitude towards 

products, feelings towards the people as well as the desired interaction level with people 

from a particular country. Extensively, the term Product-country image (PCI) includes 

several elements, such as diverse nature of images of products and brands and the array 

of places that might be engaged in the design, manufacture and assembly of products. 

This extensive description of the PCI portrays on the theories on semiotic and stereotypy, 

where signs as “country” and “product” are important. The authors pay attention that 

there should be done analyses and clarity of the connotations they call to mind as well as 

if there are any myths emblazoned. Stereotypes linked with a particular country causes 

“mythological narratives” into minds of people from other countries that finally makes 

product-place image. Geographical origin plays a role of a cognitive signal for decisions 

and conclusions of products quality, but also as affective (emotional) and normative 

(relating to personal and social norms) associations. 

 

There has been great interest of the Country-of-Origin effects (COO) over last few 

decades and quite many researches have been conducted on this topic. The country of 

origin effect is mainly applied to reinforce, create and affect initial perceptions of 

products. There are obvious trends in the market showing that consumers are willing to 

pay a premium price for products coming from industrialized countries. The labels 

“Made in Germany” or “Made in Switzerland” express concept of the “high quality 

products” itself, because these countries have a good reputation. The  image of the 

country might change during a period of time as it was in the case of Japan. In the early 

1950’s, Japan was viewed as a country that produces “cheap and unreliable” products, 

nevertheless through country’s ascendancy of technological excellence in the 1970s and 

1980s the negative reputation was reversed. So, the image of the country is not something 

that will stay for ever. It might improve or worsen over the time. There are quite many 
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factors that influence the image of a country during the period of time such as particular 

events, design of the products or technological, social or political change.  

It is common that perceptions of particular products are influenced by the notion of a 

particular country and its people. Thereby, consumers’ assessment of the product is 

influenced by the stage of development of the country where the products come from. 

The products originating from developed countries are valued higher and hold more 

positive views then the products coming from less developed or developing countries.  

According to Heslop and Papadopoulos, “good products are seen to come from well-

managed, technologically advanced nations with hardworking people.”  In addition, 

“good products are seen to be produced by people who have native refined taste, and are 

likable, trustworthy and admirable for their role in world politics” (Heslop and 

Papadopoulos, 1993: 67). According to another research done by John G Knight 

(2005:109), the country-of-origin effect is influenced by the perceived quality rather than 

the product itself or purchasing intentions. The perception of the quality is more related 

to the price that buyers are willing to pay. Consumers do not only make judgment on the 

quality, they might also take into consideration uncertainties that might cause a negative 

effect in the future. Studies have found that purchasing agents select their products with 

more precaution of the country of origin effect then end-consumers do. Uncertainties and 

perceived risk might provoke a negative impact or effect for industrial buyers in terms of 

loss of their costumer goodwill.  

 

1.1.2 Explanatory models 
Knight and Holdsworth offer two different models in order to explain the perception of 

COO. Firstly, the authors mention halo model, where consumer evaluate products 

depending on the overall perceptions of the country. It does not even depend on the 

consumer’s level of knowledge about the particular country. As consumers are not able 

to find out the quality before the purchase they may rely on the image of the country. 

Secondly, a summary construct model is presented. Knight and Holdsworth (2007: 110) 

propose “…consumers infer information about the product attributes based on coded 

abstract sets of information that are stored and readily recalled from long term 

memory”. Thus, consumers tend to attach the same attributes to different products, if 

they had some experience in the past regarding products from the particular country. 

Nevertheless, there is a proposition in the literature that consumers of unfamiliar 

products from a particular country might serve as a halo. As soon as a consumer becomes 
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familiar with products from a particular country, they summarize attributes of the 

products that influence the attitude towards the brand. As the result, when an efficient 

experience level of the attributes is gained, helo effect will be gradually replaced by a 

summary model. Defined by Knight and Holdsworth (2007: 110) “Country image can be 

viewed as a schema, or a network of interrelated elements that define a country, a 

knowledge structure that synthesizes what we know of a country, together with its 

evaluative significance or schema-triggered affect.” Knight and Holdsworth (2007: 110) 

state the country image as a multidimensional construction that consists of a triplet of 

aspects, such as:  

1. “a cognitive component, including beliefs about the country’s level of industrial 

and technological development; 

2. an affective component, namely consumer’ emotional response towards people of 

that country; 

3. a conative (motivational and volitional) component, reflecting consumer’s desired 

level of interaction with that country.” 

 

1.1.3 Scope of country image effect 
According to the literature, a positive attribute attached to a certain group of products 

increases a willingness to buy the particular products. Respectively, it should be taken 

into account how country’s marketing strength and production are related to the definite 

product group. For example, many consumers have a perception towards Japan as a 

country with high and advanced technology, so they prefer automobiles from Japan. The 

same consumers’ perception would be with automobiles from Germany. At the same 

time consumers would prefer shoes from Italy. Thus, the country-of origin effect might 

be superior and likable in one group of products, but in another product group less 

positive. There has been a statement that COO sometimes serves as a symbol of the 

status. Furthermore, the image of country and the cue of the brand supplement each other 

and cannot be seen separately. Of course, a strong brand with a positive image might 

override the negative image of the country which it comes from. Hence, more and more 

companies become multinational and it is more difficult to recognize the specific origin 

of the company.  
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1.1.4 Labels of food products 
Knight and Holdsworth (2007: 110) declare that labels on the food products are 

important for customers as well as influence buyer’s decision making. There is evidence 

that people notice food labels and information on packaging more than it was thought 

before. As mentioned above people pay attention to such factors as the price, quality and 

value, so labels have a potential to affect perception of quality. As described in the 

literature, the quality labels are “valuable components of response strategy” (Knight and 

Holdsworth (2007: 110)). These labels can disprove some announced or published 

negative information in the media, although there is evidence that consumers do not 

show perfect knowledge what quality labels stand for. Respectively, the usage of 

protected denomination of origin helps producers build the trust and confidence towards 

consumers’ perception of their production. The concept as such has a positive impact of 

consumers, but has a relatively small influence on consumers’ eagerness to pay more for 

such products. There has been a study done on the Swedish consumers’ attitude towards 

the country-of origin effect as a cue of quality and it has been found out that women tend 

to use COO to a larger extent than men in the process of evaluation of food quality and 

safety. In this case, women are seen as gatekeepers to their households and are more 

concerned about the risk issues than men.  

Furthermore, as shown in the research, quality is the main and one of the most mentioned 

factors in selecting the country from which to purchase food as well as the particular 

quality for the given price. Noteworthy is the aspect that many industrial buyers 

understand different things by “quality”. 

 

1.1.5 Cobranding and risk perception and food 
Practically, there are several extrinsic cues that a consumer evaluates in terms of quality 

of products or services (price, brand name, packaging, perceived warranty or guarantees) 

and COO is just one of them. Consumers tend to assess quality from the cues which have 

more predictive quality and assurance value.  

According to John G Knight (2005: 112), there are quite many successful and useful 

examples of different products and product categories, where incorporation with a 

country has led to improvement of their perceived value. As examples could be 

mentioned “Ceylon tea” and Colombian coffee. In this particular case, these brands have 

managed to build trust and show an example how a positive and strong brand is able to 

override a rather negative image of the country (Colombian coffee). 
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In developed countries, there is growing trend of being concerned about the risk factor in 

food consumption, in spite of growing food security and quality mechanisms. Such a 

paradox could be partly explained by the growing number of risk-sensitive societies. 

There are different points of views towards what is a risky food in different countries. 

Furthermore, in the case of a higher degree of uncertainty or fear related to the food, 

COO might have an important role. Studies have conducted that a product coming from a 

country that is perceived as a high risk country would be perceived as having high risk 

too. Thereby, once a country has had some trouble with food safety. The recovery 

process of the country’s image could be really slow and gradual.  

 

1.1.6 Purchase behavior of end consumers and gatekeepers 
In the literature, the an end-consumer’s purchasing behavior and the industrial buyer’s 

purchasing behavior are described as having many similarities, although Knight and 

Holdsworth (2007: 124) say that the industrial buyer is to be seen more like an 

“intelligent consumer”.  

Usually, by industrial buying we understand purchasing raw ingredients for further 

processing. According to McGoldrick and Douglas, most commonly industrial buying 

decisions are made in the “buying centre”. Quite often decisions of the purchase are made 

in the committee. Such a particular form as the committee is made in order to minimize 

possible risks. According to John G Knight (2005:125), : 

“Industrial buyers very seldom react to higher quality when the minimum requirements 

are fulfilled… Purchasers always are told to be aware of the quality, but they are not 

rewarded when they find a supplier offering a better quality… [However, they] will be 

rewarded if they find a cheaper supplier because of the effect on the purchasing budget.” 

In the literature, several models of factors influencing purchase decisions are described. 

Although none of them includes such a factor as the country of origin of the product. One 

of the models, created by Shaw, illustrates four broad areas such as product factors, range 

compatibility issues, price in relation to quality and supply factors. 

Suppliers are operating under the pressure of different circumstances. They have access 

to a vast amount of information that sometimes might cause information overload. As 

mentioned above, one of the main issues is concerns about the risk, where risk could be 

related to uncertainty about the quality and difficulties of returning the merchandise to 

the vendor. 
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Nevertheless, many end consumers rely on supermarket chains or other channel 

intermediaries which are providing them with safe and qualitative food products. The 

research made by Knight and Holdsworth shows that huge import companies and other 

firms buying food products from other countries usually pay attention to such factors as 

technical details of production methods, chemical and microbiological standards. Apart 

from pragmatic considerations, value, price and trust are the factors that influence 

“gatekeepers”, as well as such tangible cues of products as packaging and other 

intermediaries involved in the supplying process. Consumers expect from supermarket 

chains as given standards, such as spray residues, standards of hygiene etc. “Tesco sells 

it, so it must be okay” (Knight and Holdsworth (2007: 116) - this statement shows that 

consumers believe supermarket chains provide them with safe food that cannot cause any 

health problems. This effect might also be provided by familiar and trusted brands. 

 

The research found that the country of origin effect was perceived differently depending 

on the sector and type of the company. Food distributed to manufacturers or in the food 

services loses its relation to the country of origin before it has reached the end consumer. 

 

The model developed by Knight and Holdsworth apparently shows contextual 

representation of the factors influencing purchase of imported food products by 

gatekeepers. 
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Figure { SEQ Figure \* ARABIC } Contextual representation of factors influencing purchase of 
import food products by gatekeepers Knight and Holdsworth (2007: 119). 
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1.2 Market entry 
 

There are many different ways how a company can export their goods to another country. 

Though, prior the two mains issues should be distinguished – the entry mode and the 

marketing plan, because these are the main components of the market entry strategy. By 

determination of an entry mode, a company plans how to penetrate the target country. 

And by working out a foreign marketing plan, a company maps how to penetrate the 

target market. Furthermore, in the paper the entry modes will be viewed in more detail, 

as the paper deals with the issue of Latvian food export to Sweden. 

 

According to G.Albaum, several decisions should be made when doing international 

trade and exporting. Issues of channel structure, entry strategy, influencing factors on the 

choice of the entry mode and ability to manage channels should be taken into account.  

 

If we look from the perspective of an exporting company, then distribution channels are 

chosen from those available on the particular foreign market. Thus, the design and 

structure of these distribution channels should be examined. It includes available 

intermediary marketing agencies or institutions and their capabilities, capacities and 

geographical coverage. So, G.Albaum defines international channel of distribution as a 

system composed of marketing organizations that connect the manufacturer to the final 

users of consumers of the company’s product(s) in a foreign market (International and 

export management p.247).  

 

Furthermore, a company planning to go abroad and thereby to develop their entry model 

or models, should plan two more things, because those issues are involved in the product 

distribution through any chosen structure. Firstly, the flow of transaction includes 

activities such as sales transaction negotiations, facilitation with the channel members 

which finally, by changing the ownership of products, reach the final consumer. 

Secondly, the actual flow of physical products should be planned. Usually, these two 

tasks coincide throughout international marketing channels, but still exception might 

occur.   

 

Going international and/ or starting to export production is not a simple task. A lot of 

choices should be made and managers should pay much effort and patience. The price 
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that the final consumers will pay for the product plays the main role in selecting the 

international channels. The more complex it is, the higher the final price is going to be. 

Respectively, there are many different aspects which influence the choice of the entry 

mode, such as place and location of the production, fluctuations in production, stability 

of production, time, costs, financial analysis, competitive condition and the economical 

and political situation in the domestic and the foreign market. By choosing the most 

appropriate distribution option or even combining some of entry modes, the company 

succeeds and eliminates undesirable things.  

 

It is important to have good relationships between manufacturers and marketing 

organizations. Both of them should agree upon and reach consensus on all the important 

issues. Often the decision on the mode of entry is influenced by the human factor. It 

means that some executives know each other or have met is a trade affair and got 

acquainted with each other and that is the reason why a certain distribution channel is 

chosen. 

 

1.2.1 Market entry modes 
According to G.Albaum (2005: 246-250), market entry modes should be based on the 

company’s desired strategic objectives. Depending on the set the strategy entry mode is 

chosen, because not all the entry modes might facilitate a particular strategy. 

Subsequently, sometimes export products are those that determine the entry mode, even 

if in some national markets entry modes should vary within the market itself. 

 

“An international entry mode is an institutional arrangement necessary for the entry of a 

company’s products, technology, and human and financial capital into a foreign/market. 

The international marketer, different entry modes represent varying levels of control, 

commitment, involvement, and risk.” (G.Albaum (2005:252)) 

 

Furthermore, a brief overview of all entry modes will be illustrated and narrowed down 

to the most appropriate ones for our case. 
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According to Czinkota (2007:288-289), the first consideration for choosing the entry 

mode is where the production will be located. In our case, production is in Latvia and the 

paper deals with the problems related to export rather than the possible ways of 

diversifying production in other places. So, the following two options (Production in free 

areas and overseas production) are excluded. Companies may export directly or 

indirectly by employing third parties like export intermediaries, or take an advantage of 

new technologies and engage in E-commerce. Furthermore, all possible ways will be 

briefly discussed in order to be eliminated or brought to further investigation.  

 

Direct exporting takes place when the producer or exporter sells directly to the importer 

or the buyer in the foreign market. Direct selling might be done in many different ways 

as it is illustrated in Figure 2. However, which type of direct export is chosen, some type 

of home country export department should exist. Such an entry mode already is applied 

by some Latvian producers. According to the identified hinders, direct exporting will not 

be appropriate in order to override the existing problems. That is because every 
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manufacturer or producers stages their performance by their own strength, capabilities 

and knowledge alone. Since there are no food production companies in Latvia 

performing successfully alone on the global stage for different reasons, direct export 

possibility is excluded from further discussion.  

 

Indirect export occurs when goods are exported through an independent organization 

located in the home country. There are two ways of exporting indirectly by using 

international marketing organizations (most commonly merchants and agents) or 

exporting through a cooperative organization (piggybacking or exporting combinations). 

 

Firstly, international marketing organization will be examined in short. The main 

difference between them is the ownership of the production. The merchant takes the 

ownership of the products that are exported and sold. Meanwhile the agent does not take 

the ownership of the products. There are three different types of merchants described in 

the literature – export merchants, trading companies and export desk jobbers.  

 

The export merchant sells and buys production on his own. Most of these companies 

are large-scale, powerful companies dominating the trade of certain localities or even 

nations. Using such a type of exporting marketing channel, the domestic producer’s 

marketing job is reduced to the minimum. Though, they do not deal with such issues as 

needed modifications of products (product packaging, quantity included in the unit 

package) in order to meet any specific needs of foreign markets. There are limitations of 

the products range that they deal with. Usually export merchants are interested in staple 

commodities for a generally open market. They do not take responsibility for developing 

details and do not want to trade products, which require extra sale effort. To start export 

of branded food products from Latvia it is necessity to pay attention to its sales effort as 

well as extra effort to other marketing issues that export merchants do not take care 

about. Ultimately, this kind of exporting organization will not be the most suitable for 

Latvian food producers. 

 

According to Czinkota (2007:288-289), another type of international marketing 

organization is trading houses. There are two different types of trading houses - dealing 

with export and import. The most popular trading houses are so called “sogoshosha” in 

Japan, where according to the literature the concept of trading houses is applied most 
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effectively and maybe most uniquely. For many years, the development of trading 

companies has been viewed as a Japanese phenomenon, but over the time successful 

trading companies have emerged in other countries such as Brazil, Hong Kong, South 

Korea, Taiwan, Thailand and in some European countries. Trading houses are 

independent businesses that deal with many aspects of trading. There are cases, when 

trading houses offer such services as shipping, warehousing, finance etc. Advantages of 

trade houses as export merchants are following. If a trading house has a large product 

portfolio, there is a greater opportunity to sell something at every sales visit and in this 

way improve efficiency of each foreign visit. And by trading in large amounts they can 

reach the economy of scale by reducing trading and distribution costs.  

KiwiSun is a New Zealand trading house specializing in helping quality food companies 

to export to Japan. The main product groups that KiwiSun deals with are bee products, 

edible oils, nuts products and wine. The company provides food manufactures services in 

market assessment, export development (personalized export plans), distribution, 

branding and trading house services (Order processing, logistics management, and export 

documentation). 

The trading house or trading company concept will be discussed and examined in the 

following chapter in more detail, because such a trading merchant might be applicable in 

the case of Latvia. 

 

The third and the last type of the export merchant is an export desk jobber, sometimes 

know a as an export drop shipper or cable merchant. Such a merchant mainly deals with 

raw materials and never actually sees or acquires the products physically. Their main task 

is to bring together supplier and the marketer by protecting the producer from potential 

risks and problems and determining reliability of the buyer. However, such  merchants 

do not contribute to establishment continuous markets for producers. So, this option will 

not be discussed in the paper further on. 

Another possible export mode is different types of home-country-based agents. There is 

one trait common for all the types of agents that will be discussed next - the producer or 

manufacturer generally assumes all the financial risks. 

 

The export commission house is the representative of the foreign buyer, which is 

located in the producer’s home country and becomes particularly as domestic buyer. 

Export commission houses act on the behalf of the buyer. Such a company receives an 
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order and then scans the market in order to find the most appropriate supplier for the 

buyer. This possible export channel is not appropriate for the Latvian producers as the 

objective is to find the possible export channel member that is going to act in the interest 

of Latvian producers. 

 

The confirming house’s basic function is to assist the foreign buyer. Lots of debates 

have been done on the issue that confirming houses should be classified as financial 

institutions. Such an export agent interposes its credit between the exporter and importer, 

especially in markets where the cost of money is high or credit conditions uncertain. 

However, this is not the type of exporter, that would be able do deal with all the 

necessary tasks in case of Latvia.  

 

Another type of home based agents is the resident buyer. It is a representative of the 

foreign buyer in the domestic market. Usually these are “permanently” employed 

representatives of huge retail chains, buying products in the manufacturer’s country. 

Mainly, they are more interested in the price, than brand, trade marks or historical 

records. Thereby, they act in the interests of the overseas buyer; this possible export 

option is excluded from further investigation.  

 

The main task of the home-country based broker to bring together the buyer and seller. 

They can act in two ways as the agent on the seller’s behalf or from the buyer’s side. 

Usually, brokers specialize in some particular commodities, no more than two. So, the 

broker is a kind of a middleman dealing with one or two products on the behalf of the 

exporter or the importer. This home-country-based agent is not valid for examination in 

more detail, because they cannot consolidate Latvian food producer and they deal with 

rather small numbers of products. 

 

The export management company is an international sales company. They function as 

an exclusive export department for non-competing manufacturers simultaneously. They 

do business on the behalf of each producer. As the objective of the paper is to combine 

the strength of Latvian food producers of the same sector kind, this is not an appropriate 

export option in case of Latvia, because Latvian food producers are too small to act 

independently.  
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Ultimately all the types of home-based agents have not been found appropriate for the 

case of Latvian food producers. There are serious disadvantages in each type of the 

agent, because they would not be able to perform all the necessary functions which are 

vital for Latvian food producers.  

 

The last two types of the export modes are cooperative organizations which are between 

direct and indirect export – piggyback marketing and exporting combinations 

According to G.Albaum, 2005, piggy backing, also known as “mother henning”, occurs 

when the producer uses its overseas distribution facilities to sell another company’s 

products. Most often these are big companies helping smaller domestic companies. 

Motivation for doing so may differ. It could be a possibility to broaden product lines by 

offering to foreign markets or to bolster their decreasing export sales.. In that case, there 

is no competition between those companies because their export different goods or 

complementary products or services. As there is no such an international company in 

Latvia, that might facilitate Latvian food producers, this option is excluded. 

The very last option of an export channel is exporting combinations. This is done by 

emerging new more or less formal association of independent and competitive business 

firms. Basically, there are two general types – marketing cooperative associations of 

producers or merchants that engage in exporting member’s products and export cartels. 

In the first case such marketing cooperative associations are found in the primal product 

industries. But the producer cannot join such cooperation only because of desire to enter 

the overseas market. This kind of option is already implemented in Latvia, but we are 

looking for new opportunities to improve the situation of Latvian food producers in a 

more effective way. Finally, export cartels are formed in order to exert the control over 

the market. Unfortunately, cartels are forbidden in Latvia, so details will not be 

discussed. 

 

Ultimately, only one type of the export modes has been distinguished – trading houses or 

trading companies. This choice was made in the following way. The first consideration 

was that production was to be placed in Latvia. Secondly, because of the companies’ 

small size and lack of good reputation (in terms of a strong brand, positive country of 

origin effect etc.) in the foreign market (particularly in Swedish food market) direct 

export is eliminated, too. Export merchant and desk jobber are not suitable, since the 

export merchant is interested to sell in great amounts and do not care about other 
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marketing issues that are vital for Latvian food producers. The desk jobber is just like a 

“pander” and do not contribute to potential market development for the producers. For 

that reason, the type of trading companies are distinguished as the most suitable for 

Latvian food producers and this option will be examined in more detail below. 

 

1.3 Trading company  
According to G. Balabanis (2003), in the literature, there are many terms that identify the 

concept of trading companies. In the USA, it is more commonly to use such a term as 

export trading company. In Europe, the most commonly used term is trading house. In 

South- East Asia and in Japan the most common term is general trading company (sogo- 

shosha) that deals with a wide variety of goods. The second most commonly used term 

there is specialty trading company (semmon – shosha) that deals with a narrower and 

more specific product range. Basically, one export trading company, trading house, 

general trading company and specialty trading company are very similar export 

intermediaries, just called differently in different parts of the world. 

International trading companies are spread over the globe, although this concept has been 

applied most effectively and probably most uniquely in Japan.  

Generally, there are several types of the export trading houses which will be briefly 

discussed in the table below. 

Type Rationale for grouping 

1. General trading houses (GTCs) Historical involvement in generalized 

import/export activities 

2. Export trading companies (ETCs) Specific mission to promote growth of 

exporters 

3. Federated export marketing groups 

(FMGs) 

Loose collaboration among exporting 

companies supervised by a third party 

and usually market specific. 

4. Trading arms of multinational 

corporations (MNC-ETCs) 

Import/ export and trading activities 

specific in parents company’s operation 

5. Bank – based or bank- affiliated 

trading groups (Bank-ETCs) 

Extension of traditional banking 

activities into commercial fields 

6. Commodity trading companies (CTCc) Long – standing export trading in a 

specific market, secretive, fast-paced and 
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high-risk activities. 
Table { SEQ Table \* ARABIC } Source: G.Albaum (2005 :284) 

 

 

According to Peng, export intermediaries are companies that link together two parties 

that otherwise would not meat each other. This issue is crucial in export transactions if 

there is a geographical and cultural separation between the buyer and the seller. Further 

on export intermediaries located in the country of manufacture will be examined and 

discussed. 

 

1.4 History of trading house 
 
Before the discussion moves on a short insight in the history of export intermediaries will 

be given in order to lead us into the topic. Export and import transactions have existed 

since the dawn of economic history. Though, by 1600, “grand development” had started, 

when East India Company got a royal charter in London that allowed monopolizing the 

Indian trade. Afterwards, similar trading houses were established in many countries in 

the course of centuries, and they succeed and extended economy of scale and scope, 

despite of the dangerous and limited international trade. The first Japanese trading houses 

where established in the late 1800s and they were modeled after European trading 

houses. After World War II the widely know trading houses sogo shosha were “born”. 

These companies were highly successful in exporting and were the reason of the Japan’s 

phenomenon of export expansion. Meanwhile, European trading companies were on 

decline and lost their dominance in the international trade. One of the mentioned reasons 

is the lost of their colonial properties. Export trading houses had hard times in the USA, 

too. This could be explained with the rise of foreign direct investment by the USA-

located manufacturing multinationals. Inspired by the success of the Japanese sogo 

shosha, local versions of trading houses started to emerge during the 1970s and 1980s all 

over the world. Their main objective was to seek possibilities in stimulating export. 

1.5 Overview of  existing theories on trading houses 
In the past a few researches were done on export intermediaries. Today, they have 

become one of the pioneering, well-studied issues of the last decade. According to Peng 

(1998), there was an important missing link in the present studies: “the role of export 

intermediaries as an organizational form connecting domestic manufactures and foreign 
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buyers”. The article “Export Intermediary Firms: A Note on Export Development 

Research” written by Peng, Mike W., Ilinitch and Anne Y. (1998) has been cited as the 

dominant theory by other authors and has been the foundation for further research on this 

issue. Due to that, Peng drew on a new agenda of this topic based on transaction costs 

and resource-based perspective. This is the first attempt to clarify such questions as why 

export intermediaries are chosen by manufacturers as well as why some export 

intermediaries perform better than others. Authors describe that large manufacturers 

mainly have their export departments-in-house, which handle the necessary activities of 

export. Small and medium size companies usually do not have such departments in-

house, which deal with all export activities, because they lack resources, knowledge. 

Though, despite having more financial resources, many large manufacturers are 

unwilling to enter new markets, which they are not familiar with. The export 

intermediaries are mentioned as a good option for conducting and powering business 

contacts, experience, specialization, and scale and scope for small and medium-sized 

companies.  

 

According to Peng, “as a result, export intermediaries as an organizational form entered 

an era of global diffusion.” There is room for discussion and further investigation, 

because success differs widely from country to country. The topic of the international 

trade has been studied quite deeply, but the role of export intermediaries and they success 

rates have not received much attention and research. 

Peng describes three main obstacles of that. Firstly, he mentions that most of the export 

researches are done by Americans, but looking only from their point of view is not 

accurate. As the second barrier, the author mentions a methodological obstacle as there in 

no unified classification of manufacturing firms’ performance and because of the tangible 

nature that is difficult to measure. As the last and the main lack, Peng mentions the 

conceptional framework. There have been attempts to draw a theoretical model, but there 

is lack of explanation from the organizational form point of view. During those attempts 

an interesting idea emerged, that Japanese culture is more fruitful for such an 

organizational form than other cultures in other parts of the globe. 

 

In this article the authors give five propositions as the fundament that afterwards are 

partly empirically approved by other scholars. This is the reason why such great 
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importance is given to this single article. Since it was the first attempt to clarify why 

export intermediaries are chosen and what leads them forward to successful operation. 

 

The following propositions stem out from currently accepted paradigm of transaction 

costs that drives company towards integration in marketing channels. There is notion that 

consideration of transaction costs leads to make a choice for a manufacture between to 

make a vertical integrated channel function (direct export), employ domestically based 

export intermediaries or the third option in to deal with foreign-based import 

intermediaries. The manufacturer will choose the channel where manufacturer’s sum of 

transaction costs is lowest. By the sum of the transaction costs we understand costs 

related to negotiation and research costs, and costs of monitoring and enforcing export 

contracts. Additionally, the authors mention that knowledge of the overseas market is 

crucial for success, in the same time accumulation of that knowledge might be too 

expensive and too time consuming. Therefore, the fist proposition is made as follows: 

 

“The more distant and unfamiliar the markets are, the more likely that export 

intermediaries will be selected by manufacturers.”  

 

The next proposition arises from the other side of transaction cost analyzes. Entry into a 

new market requires unique assets in order to better serve the end buyer, which might 

entail the necessity of a specially trained sales force and post-sale service requirements. 

This makes necessary investment more complex and expensive, compared to the 

situation if it were just investment in nonspecific assets such as in inventory of standards 

and commodity-type product. So, the second proposition states that: 

“The higher the commodity content of the products, the more likely that export 

intermediaries will be selected by manufacturers”. 

 

Further, most existing theories describe and investigate the choice of the intermediary 

from manufacturers’ point of view (Anderson and Coughlan, 1987; Majumdar and 

Ramaswamy, 1995; Rangan, 1993). Though, much more attention should be paid to the 

intermediary’s success and the criteria by which they could be evaluated by 

manufacturers. As discussed above, one of export intermediaries’ advantages is the 

reduction of the transaction costs for manufacturers. This aspect could be included in the 
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set of intangible assets. Other intangible resources are knowledge about export and 

efficiency making choosing them more likely. The third proposition suggests: 

 

“The more knowledgeable about foreign markets and exports processes, and thus the 

lower search costs, the stronger the performance of the export intermediary” 

 

Negotiations are important part of closing a deal. But these costs include not only 

logistical costs of the international negations, but also costs of the lost deals. Ability to 

close a good deal is a very important issue. In order to clarify if an export intermediary is 

able to close deals at lower costs, the next proposition follows: 

 

“The greater the ability to handle export negations and thus to lower negotiation cost, 

the stronger the performance of the export intermediary” 

 

The intermediaries chosen by manufacturers reduce the necessity of monitoring overseas 

buyers and even more, should exclude the necessity to monitor themselves by 

manufacturers. Of course, intermediaries do not always act in the best interests of 

manufacturers, e.g. by monopolizing communication between manufacturers and 

overseas buyers, holding back important information on overseas market or just not 

performing as promised. Such performance may lead manufacturers to choosing other 

export options. Monitoring export intermediary performance is quite a complicated task, 

causing extra costs to manufacturers. If the export company takes ownership of 

manufactured products, it gives a signal that manufacturer costs will be lower than by 

using other intermediaries. Though, not all export intermediaries, because of their 

financial resources or potential risks, are willing to take title of goods. Thus, the fifth 

proposition says: 

 

“The greater the willingness to take title of goods and thus to lower monitoring and 

enforcement costs, the stronger the performance of the intermediary.” 

 

This article proposes five new ideas that should be empirically validated in the light of 

transaction costs and resource based perspective. Since manufacturers become more and 

more sophisticated and are looking for ways to reduce their costs, intermediaries should 

be able to deliver a true value added in order to stay in the business. 
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Peng continues the research on export intermediaries in their next article. They state that 

it is necessary to understand the determinants of successful performance of export 

intermediaries. The authors say researchers, practitioners and policymakers will benefit 

from their contribution. In their empirical study three out of five propositions of Peng 

and Ilinitch (1998) are explored. Mike W.Peng suggests “that possessions of valuable, 

unique and hard-to-imitate recourses which help minimize their clients’ transaction and 

agency costs” are factors that drive the performance of the export intermediaries. The 

particular research centers on the extent to which those sources are beneficial. This is 

done by applying the transaction cost theory. Agency theory and the Resource-Based 

theory illustrate different aspects of the export intermediaries’ performance. Peng’s 

integration of those theories is as follows. The transaction cost theory is important for 

forecasting governance options, because of its analytical rigor. The agency theory 

examines potential conflicts between principals and export intermediaries. Though, both 

theories highlight the issue from the manufacturer’s point of view. Generally these 

theories investigate how the manufacturers make a choice of a distribution channel in a 

foreign market. Considering only these two theories, export intermediaries are viewed as 

merely passive organizations, accomplishing only tasks of manufacturers. There is no 

space left for discussion of the export intermediaries as an entrepreneurial organization 

with their own strategies and capabilities, which might influence the relationship. That is 

another reason why the Resource-based theory is applied. The theory mainly examines 

how successfully export intermediaries use their recourses. By recourses we understand 

knowledge (such skills as market knowledge, negotiation ability) and financial recourses 

(taking the title of the goods). In other words, “… the performance of the export 

intermediaries depends on whether they can acquire and deploy resources in a way that 

cannot be easily imitated” (Peng, 2001: page 330) 

Subsequently, four hypotheses stem up from the assumption that “… through export 

intermediaries, exporters gain access to international markets, while not having to incur 

the up-front costs associated with searching for new markets, negotiating contracts, and 

monitoring those contracts to ensure performance.” (Peng, 2001: page 331).  

 

Hypothesis 1: “The greater the export intermediary’s knowledge of foreign market and 

export processes, the stronger its performance.” 



 

{ PAGE } 

Hypothesis 2: “The better the intermediary’s ability to handle export negotiations, the 

stronger its performance.” 

Hypothesis 3: “The better the intermediary’s ability to take a title of goods, the stronger 

its performance.” 

Hypothesis 4: “The greater the intermediary’s involvement with commodity products, 

the stronger its performance.” 

 

In other words, as long as an export intermediary possesses recourses that allow lower 

manufacturers’ costs (such as search costs, negotiation costs, monitoring and 

enforcement costs), they are going to be successful and viable. 

 

An empirical study was done to support or to reject these hypotheses in The United 

States by means of a mail survey of trading companies. 

 

In Peng’s study the first hypothesis was strongly supported. So, the better knowledge of 

the foreign markets export intermediaries has, the more positively it impacts their 

performance. The second hypothesis received just mixed support. The hypothesis was 

verified by three dependent variables – profitability (net export sales margin), sales (per 

capita export sales) and strategic dimensions (subjective rating of the firms’ 

performance). In terms of sales it was supported, but the other two variables were not 

supported. It could be explained by the fact that negotiations tend to focus on making 

sales, while profitability focuses more on the bottom line and the strategy on firms’ 

operation. The third hypothesis received strong support. So, if an export intermediary is 

able to take title of goods, its performance is better and more favorably for 

manufacturers. Finally, the fourth hypothesis was supported as well - an export 

intermediary’s performance is better if they focus on relatively undifferentiated 

commodity products. 

 

The corner stones of this study were the transaction and agency cost theories, while 

letting the source-based hypothesis emerge. The main findings of what factors determine 

export intermediaries’ performance were the following. Knowledge-based search of the 

foreign markets and the negotiation service are necessary for successful performance. 

Moreover, their performance depends on the result of the behavior-based signals they 

send to exporters. Such signals might help exporters distinguish between competent and 
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reliable intermediaries from incompetent and dishonest ones. With the help of these 

signals, the exporter can more easily recognize which intermediaries are honest, capable 

and trustworthy. Even though this study has been done from the export intermediaries’ 

stand-point, it shows that intermediaries are able to gain more if they keep the exporters’ 

interests in mind.  

 

The key suggestions from this study are the following. Firstly, hard-to-imitate resources 

are the key success factors behind the export intermediary success. Secondly, “… 

intermediaries should focus on relatively simple commodity products, rather than high-

tech, differentiated products.” And the last suggestion is that exporters pay much 

attention to export intermediaries’ ability and willingness to take the title of the goods. 

 

According to Peng (2001), there are obvious limitations of this study. It is difficult to 

measure empirically if the employment of any export intermediary actually improved 

export performance. The collection of the data for the study was done by a mail survey, 

due to which the study might be vulnerable. Furthermore, it was made only by studying 

American intermediaries, which obviously cannot be accepted as a general model for all 

cases. Peng also suggests future research. One of his suggestions is testing the model in 

another international setting. A behavioral perspective of the model could also be 

studied, since relationships are not only based on economical parameters, but also on 

satisfaction with the relationship, the involved risk for the reputation of the parties. 

 

Trabold empirically tests the first two propositions of Peng and Ilinitch (1998). He also 

aims at narrowing the knowledge gap of export intermediation. In France, a research has 

been made focusing on the involvement of the export intermediaries in the light of 

market and product characteristics. An interesting notion presented in the article is that 

no intermediaries can exist if the condition in the market can be characterized by moral 

hazards, information asymmetries or fixed transaction costs. Two hypotheses were 

proposed: 

 

Hypothesis 1: “The more distant and unfamiliar the markets are, the more likely it is that 

export intermediaries will be used by manufacturers.” 
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Hypothesis 2: “The higher the commodity content of the product, the more likely that 

export intermediaries will be selected by manufacturers”  

 

If the second hypothesis could be validated it would be useful and applicable for the 

developing countries, looking for deeper integration into the global economy.  

 

The author says that he has chosen to test empirically only the first two of the five 

propositions, because the other ones in the work of Peng and Ilinitch (1998) relate to the 

performance of the intermediaries as such. So far, this study has been the only one based 

on another data collecting method than questionnaires. There are concerns by the author 

that by employing questionnaires, it is not easy to obtain a consistent picture. According 

to the author “… this article uses customs data on export intermediation for 20,000 

French firms, covering 94% of French exports…” (H. Trabold, 2002:329). Secondary 

data was collected from the import and export the declaration forms, which all companies 

are required to fill when doing international trade. 

 

In order to assess empirically both hypotheses by using the chosen set of data, the author 

elaborates these hypotheses. Furthermore, the author makes clear what is understood by 

the words - “market”, “familiarity”, “distance”, “product” and “commodity content” – in 

his study. A brief explanation of these terms follows. By “market” one country as one 

market is understood. By familiarity is understood the common use of the language in the 

foreign markets. If French is the first spoken language, then the market is defined as 

familiar, otherwise the market is defined as unfamiliar. Distance might be understood in 

two different ways - as a geographical and cultural or a physical distance. So, the 

geographical distance is measured in kilometers, but in order to measure physical 

distance, Peng, Hill and Wang’s (2000) updated physical distance cluster theory is 

applied. Products are classified according to the French product nomenclature (NAP), 

which are two-digit and quite a wide one. Narrower definition is used with the four-digit 

level. Furthermore, there are two measurements of the commodity products. The first 

approach is the division into “high commodity content’ products” (products coming from 

agriculture, mines, basic chemicals etc.), “medium commodity content products” 

(processed food, textiles etc.) and “low commodity content products” (industries with 

high R&D input, much as computers, pharmaceuticals etc). The other measurement is 

based on the intensity of the R&D. The reasoning behind this notion is that the lower the 
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R&D-intensity, the higher the commodity content of a product and vice versa. The usage 

of the particular other measurement does not give full respect to the original ideas of 

Peng and Ilinitch; these authors do not specify R&D-intensity in their second 

proposition. Thereby, the first hypothesis evaluates three different aspects - the 

geographical distance, physical distance clusters and familiarity. The second hypothesis 

is assessed by applying three different proxies - commodity content of the product and 

industry level and R&D-intensity of industry level. 

 

The results of this study were quite interesting. The first hypothesis was only party 

supported by the geographical distance on the regional and the national level. Where the 

number of the export intermediaries to Western Europe should be lower than, for 

example, to the South Pacific region. In the study the correlation is weak and does not 

unequivocally support this hypothesis. Heretofore, when the assessment of the physical 

distance was done, the results were in the line with the first Peng and Ilinitch’s 

proposition, since seven out of nine cluster markets were well matched. Many cases did 

not match the first hypothesis and thus it is still unclear and needs further testing. The 

result on the familiarity hypothesis was that if a country is French-speaking, 

manufacturers should export directly, otherwise they should opt for an export 

intermediary. During the evaluation of three different aspects of the first hypothesis, only 

one supported the first proposition of Peng and Ilinitch, so H.Trabold indicated that the 

first proposition was only partly supported in his study. 

 

Moving forward to the second hypothesis, he evaluated if the number of the export 

intermediaries were higher with higher commodity content or the other way around. In 

the industries with the low commodity content of their products (for example, office and 

accounting machines, household appliances etc.), export intermediaries take an 

unimportant part in exporting. Though, there are industries that do not correspond to the 

second hypothesis such as the pharmaceutical industry. Most industries with high 

commodity content (fish and fish products, basic chemical manufacturing etc.) employ 

export intermediaries, which they should not according to the second hypothesis. To 

conclude, the content-of-commodity aspect supported the second hypothesis greatly. 

Though, involvement of the other factors might be relevant for clarification of export 

intermediaries’ involvement in export. The role of the R&D-intensity showed mixed 

results of the share of export intermediaries in a particular industry. For example, in the 
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group of low R&D-intensity, some industries, such as food, drink and tobacco industry, 

showed a high degree of export intermediaries, while other industries, such as paper 

industry and printing, demonstrated a low degree of export intermediaries. Nevertheless, 

the author declares that the implication of the R&D-intensity factor even contradicts the 

second proposition of Peng and Ilinitch, but he suspends his judgment against their 

proposition, since the R&D-intensity probably is not the most adequate means of 

evaluating Peng and Ilinitch proposition.  

 

Trabold also mentions a few reasons that might cause different results for the first 

propositions of Peng and Ilinitch. The first reason mentioned is that France’s historical 

heritage might cause the uniqueness of this case. Another reason could be empirical 

implementation of such concepts as distance, familiarity and market. Furthermore, the 

economical and market situation of the overseas market is not taken into account, which 

might influence a manufacturer’s selection of export intermediaries. An interesting 

notion mentioned is that if manufacturers of a country are not trustworthy, there is a 

greater probability that those manufacturers are going to use the export intermediaries to 

provide trust in fulfillment of contracts. 

 

The fourth study on the two propositions of Peng and Ilinitch (1998) was done by Peng, 

Hill and Wang (2000). This study tries to merge the Austrian and the transaction cost 

perspective, where Austrian theory states that the entrepreneurial discovery of new 

market opportunities is one of the key motivators for companies. In contrast, the 

transaction cost perspective declares that the ability to overcome transaction cost 

problems make a significant part of company’s performance. 

 

The purpose of this study is to fill the gap between those two theories, which separately 

have been empirically supported by other studies. Not all export intermediaries have a 

market power like general Japanese trading houses. Most of the American export 

intermediaries are small and undercapitalized. Since these small companies cannot adopt 

such a general strategy, they should specialize in a particular market or find “niche 

markets” for their products. This study deals with four competing hypothesis in order to 

find out what type of niche markets gives the highest performance potential for export 

intermediaries.  
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The first two competing hypothesis are based on first proposition of Peng and Ilinitch, 

1998, where the choice of market is discussed. According to the Austrian school, export 

managers are constantly looking for better market opportunities and it is significant for 

export intermediaries to expand process and utilize market knowledge. This school 

declares that the more familiar with distant foreign markets intermediaries are and more 

expertise in them they have the better chance for higher performance they have. Peng, 

Hill and Wang (2000) say that “the most entrepreneurial intermediaries are those that 

better than their competitors can “strive on chaos” in the distant markets”. Thus, the first 

hypothesis is as follows: 

 

Hypothesis 1: The more distant the country markets that the export intermediary 

specializes in, the higher its performance”. 

 

The transaction cost perspective has been described earlier in this paper, but this study 

focuses on the transaction cost perspective from the following point of view: the more 

distant overseas markets are, the more culturally, politically and economically different 

they are, and those differences might lead to different interpretations of sales contracts 

and other reciprocal misunderstandings. Thereby, export intermediaries might face a 

transaction difficulty that is the reason why hypothesis second is presented: 

 

Hypothesis 2: “The more distant the country markets that the export intermediaries 

specializes in, the lower its performance”. 

 

The other two hypotheses deal with the choice of products. These hypotheses are based 

on the second proposition of Peng and Ilinitch, 1998. The Austrian perspective states that 

entrepreneurs such as export intermediaries will always look for new ways how to add 

value to the export process. One of the possibilities is bringing new products (more 

innovative, complex and technology intensive) to the market, thus helping manufacturers 

extend the product lifecycle and economies of scale. From this assumption the third 

hypothesis is derived. 

 

Hypothesis 3: “The more complex the products that an export intermediary specializes 

in, the higher its performance”. 
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In contrast, the transaction cost perspective gives another picture of this matter. As 

discussed above, the more complex and sophisticated the products are, the more 

specialized sales forces and post-sale services are necessary. With such additional 

activities, manufacturers have to monitor the distribution channels more closely to make 

sure that they are run efficiently and according to the sales contracts. From the export 

intermediaries’ stand-point such activities like as demonstrations, trade shows, etc. gives 

no immediate and concrete payoff. Furthermore, even if any export intermediary is ready 

to sign such a complex sales contract, the particular export intermediary might be 

exploited by a manufacturer that only wants to “test the water” before “jumping in” by 

itself, thus diminishing success and profit for the export intermediary. Hence, there is the 

notion that the simpler the exported products are, the more successful export 

intermediaries will be. This assumption is formulated in the forth hypothesis: 

 

Hypothesis 4: “The more complex the products that the export intermediary specializes 

in, the lower its performance”. 

 

The empirical field study was done in the USA through a mail survey. Most of the 

surveyed firms were small state and private export intermediaries. In order to get the 

necessary information, two dependent variables (per capita export sales and net export 

sales margin) and two independent variables (cultural distance and product complexity) 

were used.  

 

The result supported the first hypothesis but not the second one. So, according to Peng, 

Hill and Wang, specializing in more distant markets, export intermediaries may perform 

better and have more opportunities. Subsequently, the third hypothesis, suggesting that 

export intermediaries should deal with more complex products in order to improve their 

performance, was not supported. However, the fourth hypothesis, which was based on 

the cost transaction theory, was supported. 

 

Even though, this study employs two different perspectives, the authors say that it does 

not support any single theory. This study contributes to the idea that these schools of 

thoughts are complementary. This is presented in a 2x2 contingency framework. 

 Product complexity  
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1. High performance 2. Question mark Distant markets 

Cultural distance 

3. Question mark 4. Low performance Nearby markets 

 Low complexity High complexity  
Table { SEQ Table \* ARABIC } Market choices for export intermediaries: a contingency framework 

Source: Peng (2000:179) 
 

A brief explanation to the table: (1) The export intermediaries dealing with more distance 

markets and with lower-complexity goods are more likely to get a higher performance. 

Both schools of thoughts support that consideration. According to the first hypothesis, 

the more distant markets are, the more probable it is that export intermediaries are going 

to succede, because manufactures are not capable to enter these markets directly. On the 

contrary, the fourth hypothesis suggests that manufacturers of complex and sophisticated 

products have a tendency to export directly and avoid export intermediaries.  

The forth cell presents that export intermediaries most probably are going to fail in their 

performance, since these are nearby markets with a high degree of product complexity. 

From the Austrian entrepreneurial perspective, close markets can present only few new 

opportunities for the entrepreneurial discoveries since these markets are well-known. 

Moreover, the manufacturers simply do not consider the export intermediaries are the 

best option of a distribution channel.   

 

The second and the third cells are under question mark, because the results of this study 

do not allow identification the factors contributing to performance and both theories 

seem to be equally met.  

 

The study deals with two schools of thoughts, both of them influential and different, 

though their particular view might be just a one side of the coin. There might be other 

drivers of the firm performance, which could be discovered to complete the picture.   

 

According to the authors, the weaknesses of this study are the limited results because of 

the simple approach and limited empirical settings. Secondly, usage of the cultural blocks 
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(countries were divided into cultural blocks, developed by Ronen and Shenkar) could 

cause some inaccuracy in results. 
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1.6 State of the art 
 

Peng is one of the authors of the three out of four articles discussed above. Scholars 

mainly refer to Peng (1998), where five propositions are the drawn on export 

intermediary (trading house). Later, these five propositions were validated in the USA 

and France. However, only two of the propositions have been validated in both countries 

and different variables have been chosen. In one study, the geographical distance, 

physical distance and familiarity are applied as variables for validation of the first 

proposition and commodity content and R&D intensity are variables for validation of the 

second proposition. In the second study, such variables as cultural distance and physical 

distance are used for validation of the first proposition, and for the second proposition 

such variables as the training manufacturers provide the intermediary, the training the 

intermediary provides for overseas customers and the amount of the after-sales services 

required, have been applied. Three out of five propositions have been validated only in 

the context of the USA. France and the USA have different history, values and trading 

habits, which might be the explanation for the different results. The fact that both of them 

have had colonies might have an impact on the results of the studies. 

The theory of trading houses probably should be perceived as an emerging theory, where 

validation should be done in a broader context and by employing other methods than 

mail surveys that could lead to more precise results. 

It should be noted that during the validation of the five propositions of Peng and Ilinitch, 

the investigations were done in quite a narrow manner. Not many factors were taken into 

account and such explaining factors as micro- and macro-economical factors, legal 

claims, as well as human interrelation factors (e.g. relations between executives) were 

never introduced.  

So, the theory says that the more distant and familiar the markets are, the more likely it is 

that manufacturers will opt for export intermediaries. (Peng and Ilinich 1998:614) And 

the higher the commodity content of the products, the more likely that export 

intermediaries will be selected by manufacturers (Peng and Ilinich 1998:615). Both 

statements are approved in the two studies in France and the USA. The theory states that 

the more knowledgeable an intermediary is about the foreign markets and export 

processes and thus the lower search costs, the stronger the performance of the export 

intermediary and the greater willingness to take title of goods thus lowering monitoring 
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and enforcement costs, the stronger the performance of intermediary (Peng and Ilinich 

1998:616). The proposition (Peng and Ilinich 1998:617) that the greater the ability to 

handle export negotiations and thus to lower negations costs, the stronger the 

performance of the export intermediary was just partly supported. 

So, many parts of this emerging theory are still up for validation in other settings and 

with different variables. 
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 Chosen 
variables 

Modified and competing 
hypothesis Context Peng and Ilinitch propositions, 1998 Context Chosen variables  

Supported 
 

Hypothesis 1: The more distant 
markets the export intermediary 

specializes in, the higher its 
performance”. 

Not 
supported 

 Cultural 
distance; 
 Psychical 
distance 

Hypothesis 2: “The more 
distant markets the export 

intermediaries specializes in, the 
lower its performance”. 

In context of 
the USA 

 

1 “The more distant and unfamiliar the 
markets are, the more likely the 
intermediary will be selected by 

manufacturers.” 
 

In context 
of France 

 

 geographical distance 
 Physical distance; 

 familiarity 
 

Partly 
supported 

 

Not 
supported 

Hypothesis 3: “The more 
complex the products the 

intermediary specializes in, the 
higher its performance”. 

In context 
of France 

 

 Commodity content; 
 R&D intensity 

Supported 
 

Supported 
 

 The 
training 
manufacturers 
provide the 
intermediary; 
 The 

training the 
intermediary 
provides 
overseas 
customers; 
 The amount 

of the after-sales 
services required 

Hypothesis 4: “The more 
complex the products the 

intermediary specializes in, the 
lower its performance”. 

In context of 
the USA 

 

2. “The higher the commodity content 
of the products, the more likely the 

intermediary will be selected by 
manufacturers.” 

 
In context 
of the USA 

 

 The amount of training 
manufacturers provide to the 
intermediary; 
 The amount of the training 

the intermediary provides 
overseas customers; 
 The amount of the after-

sales services required 

Supported 
 

    3. “The more knowledgeable about the 
markets and export processes and thus 
the lower search costs, the stronger the 

performance of the intermediary.” 
 

In context 
of the USA 

 

 Export experience of the 
key decision makers 
 Experience in the foreign 

cultures measured by place of 
birth 
 Experience in the particular 

industry 

Strongly 
supported 

 

    4. “The greater the ability to handle 
negotiations and thus to lower 

negotiations costs, the stronger the 
performance of the intermediary.” 

 

In context 
of the USA 

 

 Negotiation ability; 
 Frequency of negotiations 

compared with top three 
competitors. 

Partly 
supported 

 

    5. “The greater the willingness to take 
title of goods and thus to lower 

monitoring and enforcement costs, the 
stronger the performance of 

intermediary.” 

In context 
of the USA 

 

Compared with  top-three 
competitors: 

 More willing 
 Better to take title of 

goods. 

Supported 
 

 
Table { SEQ Table \* ARABIC } State of the art of the existing theory on trading house
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1.7 Research question 
In order to validate Peng’s theory on trading houses, I will analyze the problems and 

obstacles that Latvian food producers have in exporting to Sweden. Subsequently, the 

attitude of the Swedish gatekeepers towards the country of origin will be studied.   

 

Hypothesis: A trading house could, by fulfilling all five propositions of Peng and Ilinich, 

overcome the obstacles for Latvian export to Sweden. 

 

By validating Peng and Ilinich propositions in this context, we might contribute to the 

theory of trading houses as a way of overcoming trading obstacles in exporting. 
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2. Methodology  

 
In order to gain insight into Latvian food producers’ export problems to Sweden, a 

qualitative method of data collection will be applied. The qualitative method of gathering 

data gives deeper insight and understanding of the existing problems. According to S. 

Kvale (1996: 103) “The qualitative interview is a uniquely sensitive and powerful method 

for capturing the experience and lived meanings of the subject’s every day world. 

Interviews allow the subjects to convey to others their situation from their own perspective 

and in their own words”. 

The interviews are semi-structured. At the beginning two interviews were hold with 

experts of the Food industry in Latvia and afterwards questions for the interviews were 

made. Since the 25 interviews are conducted with the middle and top managers of 

different companies, a definite structure of the interview is selected not to be side tracked 

during conversation. Managers are willing to give only limited time for the interview, 

making it necessary to be well prepared for the interviews. Such a data collection method 

is adequate for the collection of “fact-based” information needed to answer the research 

question. In the interviews, it is possible to better understand the standpoint of 

interviewees, regarding their experience, elaborating and clarifying their own perspectives. 

In order to preserve anonymity, the name of the company is replaced and only the position 

of the interviewee is given. 

 

The drawbacks of the interviewing technique were overcome by adequate sampling and 

acquiring well pres-understanding. Pre-understanding was gained through the theories of 

trading houses, accumulating knowledge about the Swedish food industry and Latvian 

export patterns and food producers, as well as with explorative interviews with the 

director of GatewayBaltic, Inese Andersone, and Inga Griķe, a representative of the 

Investment and Development Agency of Latvia (LIAA) in Latvia. 

 

Thirteen interviews were hold with Swedish gatekeepers, where three were large retail 

chains, three companies from HoRaCa sector and seven companies from the food 

production sector (three meet producers, 2 breadstuff producers, one juice and honey 

producers). Since the Swedish “gatekeepers” of food products and Latvian large- and 

middle-size food producers are few, it is possible not to interview a large sample of them. 
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Three different sectors of the Swedish food industry are going to be studied. This 

approach has been chosen to get a deeper insight into different obstacles and hinders that 

might influence business. This is one of the main reasons why the qualitative approach 

will be applied in this study. According to Kvale (1996), interviewing gives the 

opportunity to observe alternative conceptions of social knowledge, gives the chance to 

look at the problem from different standpoints. The main advantage of the interview is the 

openness and the possibility to be as close as possible to the actual situation. Due to 

limited time and financial resources, interviews will mostly be conducted over the 

telephone in the Sweden, but in person in the Latvia. 

 

Validating Peng and Ilinich five propositions, I will try to establish a new theory on how a 

relatively small, developing country can overcome certain export problems.  

 

Twelve interviews were hold with food producers in Latvia. There are six sectors in Latvia 

and from each sector two different size companies were interviewed. All the respondents 

were sales and marketing managers, export managers or directors (see appendix 5). The 

sample of the companies were chosen according to the list of the Latvian food producers 

provided by The Latvian Federation of Food Enterprises, from where two different size 

companies were chosen coincidently .   

 

2.1  Operationalizing 
The main objective of interviews with Swedish food gatekeepers is to establish why they 

do not buy Latvian food products. From the Latvian food producers, I shall find out the 

main obstacles and hinders in exporting to Sweden. For that reason, two different sets of 

questions were developed. These questions were the guide for the interviews and slight 

adjustments were done almost in every interview. 

 

Firstly, the questions of the Swedish food gatekeepers will be discussed (Appendix 2). The 

first question clarifies if the particular Swedish food gatekeeper gets any supplies from 

Latvian food producers. This question leads to one out the two blocks of questions. If they 

do have any supplier from the Latvia, the first block is designed to find out more detailed 

information. If they do not, the other block deals with follow up questions on that. If they 

have Latvian suppliers, questions are set to find out particular aspects, e.g.: what kind of 

products they purchase from Latvia. This question aims to find out which products are 
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interesting for the Swedish food gatekeepers. I want to learn if Swedish food gatekeepers 

employ third parties. This question is important in order to find out their attitude towards 

third parties, as well as reasons why they employ or don’t employ third parties. The next 

question asks about the importance of the Latvian suppliers and the purchased amount in 

certain product groups. Then a question deals with the issue of the existing competitive 

advantage of Latvian food producers. The main goal of this question is to find out if 

Latvian producers have competitive prices, assortment of the products, outstanding quality 

or other factors of competitiveness. The next questions are design to find out if there are 

any gaps or areas of improvement in the performance of Latvian food producers in the 

view of the Swedish gatekeepers. These questions might raise some important issues that 

would be applicable not only to a particular case, but also more generally why Latvian 

food producers fail in exporting to Sweden.   

The second set of the questions deals with the reasons why the company does not have 

any Latvian supplier. These questions also try to find out products or product groups that 

the company would like to purchase from Latvian producers. I would like to learn if they 

have had any offer from Latvian suppliers.  

The next group of questions tries to find out if the neighboring countries, such as 

Lithuania and Estonia, succeed better and, if so, to find the reasons for that.  

It is important to find out the procedure that the company uses for finding new suppliers. It 

is very important for potential Latvian suppliers to learn the most common procedures 

used by Swedish gatekeepers and their most important criteria. The next part of the 

questions tries to shed light on the main factors influencing purchase decisions.  

The very last two questions attempt to discover if there is any country-of-origin effect 

holding back Swedish food gatekeeper from doing business with Latvian producers.  

 

The second set of questions (Appendix 6) is designed for the interviews with Latvian food 

producers. Firstly, the countries the company exports mostly to will be clarified. 

According to our pre-understanding of the main pitfalls of the Latvian food producers, the 

next set of questions is design to find out if a company exports to any Scandinavian 

countries, if they employ any third parties and what large share of the production is 

exported every year. This set of questions helps the companies to understand the 

importance of the export activity in general. The following question strives to find out the 

commitment to export. It clarifies such issues as if they have an export manager or export 

department, if they conduct any market research, if they have a promotion budget for 
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products and other questions. It is important to explore if a company has a budget for 

product promotion and if the company does market research in the countries they have 

already penetrated or are planning to. The following three questions seek to understand 

how important the export activities are for the company. The company’s attitude towards 

export and their goals are discussed. The next question clarifies the standpoint and attitude 

of Latvian producers towards third parties. During this discussion all the five of Peng and 

Ilinich’s propositions will be verified. The proposition will be counted as supported if nine 

out of the twelve interviewees will agree on the particular proposition. If the six to eight 

interviewees agree on the particular proposition, the proposition will counted as partly 

supported. Ultimately, if only five or less respondents agree on the proposition, this 

proposition will be rejected. The following question is extremely important as it aims to 

find out Latvian food producers’ attitude of selling their production under another brand, 

which would be precondition of establishment of a trading house. The very last question 

tries to shed light on the main barriers and obstacles for the export activity. Those barriers 

are taken from the research by Goitom Tesfom, which tries to clarify the export and 

marketing problems of small- and medium-sized manufacturing firms in developing 

countries.  

 

2.2 Analysis of interviews 
According to S. Kvale (1996:190), “The analysis involves developing the meanings of the 

interview, bringing the subject’s own understanding into the light as well as, bringing new 

perspectives from the researcher on the phenomena”.  

 

Since the qualitative interviews with open-ended questions were conducted, the most 

appropriate technique of analysis is the condensation approach. All interviews were 

recorded and afterwards transcripted, see appendix 4 and 7. According to S. Kvale 

(1996:194), this approach gives the meaning expressed by the interviewee divided into 

shorter formulations. The main idea is that everything has been said is paraphrased with 

fewer words and into shorter statements. In other words, long interview texts are 

condensed. Then the obtained information was interpreted and analyzed, together with 

secondary empirical findings in order to answer the research question.  
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Sampling 

In order to get an as complete picture as possible, appropriate sampling is crucial. Since 

the Swedish market is concentrated in all the three sectors (retail, food production industry 

and HoReCa sector) of the food industry, interviews were conducted with the key players 

in the all three sectors. See appendix 3 for the table describing the sample of the Swedish 

gatekeepers. The sample of the Latvian food producers consists of companies of different 

size and sector of the industry, see appendix 5. Twelve interviews were conducted taking 

two different size companies from six sectors. These sectors have been distinguished by 

Latvian Food Federation and are beverages, fruit, bread, dairy, meat and fish sectors.  

The sampling was chosen to get all the three segments represented. The sample was as 

diversified as possible, in order to obtain as different points of view as possible. 

The huge retail chains in Sweden have different departments, responsible for separate 

product groups. It was not possible to conduct interviews with people from different 

departments of the same organization - just one representative of each company was 

interviewed.  

 

2.3 Validity 
Hammersley, cited after Silverman (2005:210), says “by validity, I mean truth: 

interpreted as the extent to which as account accurately represents the social phenomena 

to which it refers”. In other words, Hammersley explains that validity is another word for 

truth. In order to get high validity, the sample of the interviewees should be as diverse as 

possible to cover different segments and sectors of the gatekeepers and Latvian producers. 

The assumption was that different Swedish gatekeepers might have different opinion and 

standpoint. Similarly in Latvia; the sample was chosen to be as diverse as possible in order 

to obtain different points of view. All the questions where based on facts and the 

experience of the managers. According to Kvale (1998:237), there are seven stages of 

validation of a qualitative research. Firstly, it was done by the appropriate theoretical 

background and the research question. Secondly, the research design was based on the 

best choice for obtaining necessary information – qualitative research. The deeper 

problems were investigated and new ideas came into view as a result of this choice. 

Thirdly, the same person conducted all the interviews. In the transcription, I tried to keep 

as close to the oral form of the language as possible, so that the linguistic style would not 

affect the content of the conversation during the transcription. The fifth step of the 

analysis was done with the condensation approach, when the most important aspects were 
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summarized and unique ideas highlighted. The two different forms of interview guidelines 

ensure that both suitable and adequate questions were clarified. The chosen questions are 

explained and motivated under ”operationalizing”. The very last step of validation is the 

reporting factor, establishing if findings are based on the collected information and if 

readers can validate the results. If all the seven steps have been taken into account, there 

should be no doubts about the validity. By the evaluation on these seven points, I judge 

that my research has high validity. 

 

2.4 Reliability 
Hammersley cited after Silverman (2005:210), says “reliability refers to the degree of 

consistency with which instances are assigned to the same category by different observers 

or by the same observer on different occasions”.   

Structured interviews with questions about facts and experiences lead to high reliability. If 

other people had conducted the interviews, the answers would be close to those obtained. 

The transcripts of the interviews are found in the appendix, as well, and the procedure of 

the analyses is described above in the part of the methodology. 

 

 

2.5 Summary 
 

In order to answer the research question, primary and secondary data were obtained. 

Secondary data were gathered through the desk research such as publications of 

governmental and non-governmental institutions, the Internet and the annual reports of 

Central Bureau of Statistics. Primary data were obtained through interviews in order to 

validate the hypothesis that trading houses could overcome Latvian problems of trading 

with Sweden. This research is specific in the sense that the Swedish food market was 

studied to reflect on Latvian export possibilities. Structured interviews were chosen to 

obtain empirical data. Since Swedish market is very concentrated, it is possible to 

generalize on the Swedish market even with a limited sample studied. There are a few 

huge players in each sector that “play the music”. The motivation behind the limited 

sample of Latvian food producers is time and money resources, as well as the fact all the 

gained information in the end was quite similar, which is the reason why such a limited 

sample is appropriate for the field study of Latvian food producers.  
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Interviews were conducted on the phone, recorded and transcribed. In order to preserve 

anonymity, the names of the companies were replaced with a letter and only the positions 

of the interviewees were presented. The use of telephone interviews should not cause any 

inaccuracy in obtaining information.   

The high validity was gained by appropriate operationalization. 

High reliability was preserved as a result of structured interviews and the fact-based type 

of the questions. Anticipated answers corresponded to actual facts and events. So, if other 

researchers had questioned the interviewees, the answers would probably be the same.  
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3. Empirical study  

3.1 Empirical secondary data 

3.1.1 Description of the food industry  

3.1.1.1  General trend 
 
According to the Dienas bizness, the global total turnover in the food industry was 836 

billion EUR in 2005, thus pulling ahead of the chemical and automobile industries. The 

food industry has increased for 2.6 percent exceeding average tendency over fifteen years. 

During the last decades, the food industries tend to increase on average 1.8% per year. 

Even from the middle of 2005 till the middle of 2006, world food industry’s growth was 4 

percent. Europe is the largest market for the food industry, which consumes 43% of 

produced food. France, Germany, Italy, Spain and the United Kingdom are the leading 

countries in food production in Europe, sharing around 70 % of the total output of the food 

industry in the European Union. 

The most rapid growth (+13%) of the food industry was in the rapidly-developing 

countries, such as Baltic States, Bulgaria, Croatia, Egypt, Greece, Israel etc.).  

Obviously, the food production industry is an important industry in every country. 

According to the Confederation of the Food and Drink Industries in the EU (CIAA), the 

average household expenditure on food and non-alcoholic beverages was 12.4% of the 

total expenditure. (See graph 2) 

 

Figure { SEQ Figure \* ARABIC } Household consumption expenditure in the EU 
Source: http://www.ciaa.eu/documents/brochures/Data_&_Trends_2006_FINAL.pdf 
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In the word, the food industry is fragmented. 99% companies in the food production sector 

are micro-, small- and medium-size companies with the share of 55% of the total net 

turnover.  

 

3.1.2 Profile of food production in Latvia 
Latvia is a small country on the Baltic Sea, but it has a rich history in food processing and 

agriculture. A century ago the population of Latvia was largely rural. Latvia has managed 

to develop tasty, nutritious and well suited cuisine for people who spend most of their 

time outdoors. The cuisine was influenced by the different countries that have ruled in the 

territory of Latvia over centuries. Nowadays, two ministries are responsible for the Food 

industry in Latvia. The Ministry of Agriculture is responsible for agriculture that is a part 

of the Food industry, and Ministry of Economics is responsible for manufacturing and 

processing part of Food Industry. There are associations in each sector which strive to 

help and solve particular problems of producers. Despite this fact, they are not so well-

built and effective as they are in the other industries. The strongest association is in the 

dairy sector, which really strives to solve the problems of this sector, according to the 

interview with Inga Grike.   

In Latvia, there is wide variety of traditional Latvian food. Today, Latvian food producers 

have taken on the challenge of meeting the growing demand for food that tastes natural 

and fresh, combined with modern production technologies. 

In the following graph, categories of production food are displayed. 

 

 

 

 

 

 

 

 

 

 

The dairy industry has matured rapidly aided by state support over last few years. Latvian 

farmers thus have got the opportunity to access new technologies, veterinary care and 

better quality supplementary feed. Traditional products of the Latvian dairy export are 

Figure { SEQ Figure \* ARABIC } Food and Beverage 
Production in 2004 

Source: Central Statistical Bureau of Latvia, 2005 
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cheese, chocolate-coated cottage cheese, butter and sour cream, by which a strong 

international position with growing export is built. In 2005, total output of the dairy 

industry was around 150 million EUR, where of 22 million EUR was exported. 

In the last fifteen years, great changes has been happening in the Latvian fishing industry. 

One of the main changes is that fish manufactures now produce value-added and 

processed foods. Traditional fish products, such as canned sprats, are still in demand.  

The meat sector has been well-structure for many years, and is now fully adopted to the 

European methods in order to be in line with other member states. Most of the produced 

meat is consumed locally. The total output of the sector in 2005 was 155 million EUR, the 

exported volume was 3 million EUR. 

The soil in Latvia is ideal for agriculture and combined with rapid technological advances 

it has been one of the preconditions for new opportunities for grain farmers. Latvian 

farmers can offer wheat, rapeseed, dried peas and animal feed. The knowledge in export 

accumulated during the last fifteen years has helped develop necessary skills for 

producing high quality, clean grain.  

The geographical position of Latvia provides great opportunities for the growing different 

types of fruit and vegetables. Latvia is famous for its berries, especially cranberries. The 

yield of berries is sold in the fresh, but frozen berries, as well as jam, pulp and juice are 

produced from left-over berries. Implementation of advanced technologies allows 

production of canned and processed fruit and vegetables with fewer additives. It helps 

preserve the nutrients of fresh fruit and diversify their production, e.g. to produce low-

caloriey and diabetic products. The output of the fruit and vegetable industry was 28 

million EUR in 2005, of which 9 million EUR was exported. 

Fish production and cereals/breadstuff are the main product groups exported by Latvia, 

with dairy production being the third biggest exported food segment. 

The following graph shows the total output of food and beverages from 1998 till 2004. 

 

 

 

 

 Figure { SEQ Figure \* ARABIC } Food and Beverage Output Changes 1998-2004 
Source: Central Statistical Bureau of Latvia, 2005 
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Latvia has a clean, non-industrialized environment and is a perfect place for the return to 

nature. There are not many urban areas causing pollution. Only a small number of farmers 

produce “organic” food, attracting a premium price. 

Latvia actively accumulates and utilizes scientific knowledge of food and nutrition at an 

international level. A lot of collaboration has been done between Latvian scientists and 

collaborate with colleges all over the globe. Investment in research and product 

development has increased the output of “functional food” to 50 million EUR.  

 

According to LIAA (accessed by 01.12.2007), the Baltic Sea region is rapidly growing 

and developing region. Latvia has a beautiful landscape with unpolluted nature and has 

other precondition in order to produce and offer high quality food products.  

 

3.1.2.1 Foreign trade of Latvia 
The food production industry has developed rapidly in the last years. Since 2000 the food 

manufacturing industry has increased for 40 % and has become the second largest 

manufacturing industry in Latvia. It produces around 20% of total manufacturing output 

employs more then 25 thousand people in Latvia.   

{ EMBED MSGraph.Chart.8 \s } 
Figure 6 The growth of the Food manufacturing industry per quarters  

 Source: { HYPERLINK "http://www.em.gov.lv" } 
 

 

 

Amount of the exported foods and domestically consumed fluctuating in the recent years. 

However, 75 percent of the total production has been sold in the home market and only 25 

percent of food products is exported.  

 
In Latvia the foods export turnover amounted to 245 153 thousand LVL and the import of 

food products was 379 343 thousand LVL in 2006. The amount of exported and imported 

food products increases from year to year. (table 3 )  

 

  2000 2001 2002 2003 2004 2005 2006 
Export 96.4 132.1 114.1 102.1 118.9 113.5 104.7 
Import  100.2 102.4 103.4 105.1 106.7 107.3 104.8 

Table { SEQ Table \* ARABIC } Growth of imported and exported food products value compared to 
previous year.   
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Source: { HYPERLINK "http://www.csb.gov.lv" } 
 

The amount of the imported food products grows every year, but the amount of the 

exported foods fluctuates over the time. There is a trend of decrease in food export every 

third year. 

The main export markets are Estonia, Lithuania and Russia. Since joining the European 

Union, demand for Latvian food products has increased almost in each market. Export to 

the European Union has increased slightly less then twice. However, 50% of total food 

product export to the European Union still goes to Estonia and Lithuania.  

 
In 2006, according to Central Statistical Bureau data, 25.3 percent of exported food 

products were exported to Russia, 20.2% to Lithuania, 19.8% to Estonia. More then 11% 

of the exported food products went to USA and the Netherlands. 
{ EMBED Excel.Chart.8 \s } 

Figure 7 Percentage of exported food products by countries in 2006. 
Source: www.csb.gov.lv 

Since Latvia joined the European Union, Latvian products have got trade relief with 

several countries. In the table below food export to different regions is shown over a five-

year period.  

 2000  2001  2002  2003  2004  
Baltics  42.3  55.8  64.0  68.5  106.7  
CEEC-7  3.3  5.1  8.2  6.5  10.6  
CIS  31.7  65.6  66.2  66.4  77.7  
EU-15  21.4  32.1  42.4  50.6  55.5  
Nordic  8.5  13.3  14.1  11.3  19.7  
Others  10.4  25.3  52.0  26.9  24.9  
Total  117.5  197.2  246.9  230.3  295.1  

Table { SEQ Table \* ARABIC } Food Sector Export (Eur mill)  
Source: Central Statistical Bureau of Latvia, 2005 

In this pie chart proportion of export by different product groups is presented. 

  
 

 

 

 

 

 

 

Figure 9 Export by Product Groups 
Source: Marketing Council, 2006 
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3.1.2.2 Profile of Latvian food producers 
According to data provided by The Food and Veterinary Service provided data there are 

1007 registered food product producers in the six sectors of food production (beverage, 

fish, dairy, meat, fruit and vegetables, cereals and breadstuff). Out of 1007 registered 

firms, 56% has been approved by state. So, 564 companies have been examined according 

to the normative regulation in Latvia and have received a license. Mostly all of the 

licensed firms have got right to export their production. 

 

 

Sector 
Dairy 

production 

Meat 

production 

Fruit and 

vegetables 

Cereal and 

breadstuff 

production 

Fish and 

fish 

product 

production 

Beverage 

production 
Total 

Approved 

firms 
43 97 61 219 104 40 564 

Percentage of 

the approved 

firms by 

sector 

7,6% 17,2% 10,8% 38,8% 18,4% 7,1% 100% 

Table { SEQ Table \* ARABIC } Profile of Latvian food producers per six segments 
Source: { HYPERLINK "http://www.pvd.gov.lv" } 

 

The main aim of the paper is to deal with export problems from Latvia to Sweden, so it is 

appropriate to show the numbers of the state-approved firms. Since only these such are 

allowed to export food products. In the table above number of the companies operating in 

the six sectors is shown. As well proportion of companies operating in each sector is 

illustrated. In the cereal and breadstuff production there is the greatest number of 

producers. The second largest number of companies operating in a particular sector is in 

fish and fish product production. The third sector in which the largest number of 

companies operates is meat production sector. An interesting fact is that in the fish and 

meat production there are the highest and toughest standards for getting the license for 

production and export. However, those are numbers of the firms operating in each sector 



 

 {PAGE  } 

and this table does not give any information about the size of the firms, or the total output 

or scope of production.  

 

According to the Latvian Commercial low there is distinction between an individual 

person who runs a business and a company. Based on the differences set up in the 

Commercial low, the food production businesses are divided into two groups in The Food 

and Veterinary Service register, too. Out of 564 firms there are 488 commercial 

companies and 76 ones which are not registered as commercial companies. Because of 

that in the following paper an overview of 488 companies are going to be given in more 

detail. 

The Central Statistical Bureau divides companies into four groups according to the 

number of employed people, net turnover per year and the result of company’s balance 

sheet. In order to be places into one of the four categories, at least two criteria should be 

met, though the number of employees is considered as the primarily criterion. 

 

 Number of 

employees 

Net turnover 
 

Million/ LVL 

Sum total of the 

Balance sheet 
Million/ LVL 

Large companies > 249 > 33.4 >30.2 

Middle companies 50 - 248 ≤ 33.4 ≤ 30.2 

Small companies 10 - 49 ≤6.7 ≤7 

Micro companies ≤9 ≤ 1,3 ≤ 1,4 
Table { SEQ Table \* ARABIC } Distinction of the Latvian food producer 

Source: Ministry of Education and Science of Republic of Latvia (2007:41) 
 
The Central Statistical Bureau has information only about 479 out of 488 companies, so in 

the table below there will be presented number of companies in each sector will be 

presented according to the size of the company. 

 

Sector Micro Small Middle Large Total 

Dairy production 3 8 18 4 33 

Meat and meat 

production 
15 35 23 10 

83 

Fruit and processed 

food production 
19 26 9 1 

55 
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Cereal and breadstuff 

production 
33 85 58 7 

? 

Fish and processed 

fish production 
19 36 30 9 

 

Beverage production 8 11 11 3  

Total  97 200 148 34  

Total share: 20,3% 41,8% 30,9% 7,1%  
Table { SEQ Table \* ARABIC } Division of the Latvian food producers by sector and size 

Source: Ministry of Education and Science of Republic of Latvia (2007:43) 
 

 

According to CSB statistics, there are mostly small companies in the Latvian food 

industry making up to 41.8%. The second largest group is the middle size companies 

forming 30.8 percent of all companies. Micro companies form 20.3 percent and only 7.1 

percent of all companies are the large companies. 

It is interesting to have a closer look how the size of companies varies in different sectors. 
{ EMBED Excel.Chart.8 \s }Figure 10 Size of the companies in the six food sectors in Latvia 

Source: Ministry of Education and Science of Republic of Latvia (2007:43) 
 

In the dairy sector 55% are middle-size companies, almost 25% are small ones, large 

companies form 12 percent and micro companies form 9 percent of all companies in the 

particular industry. 

In the meat and meat production sector 43 % are small companies and slightly more than 

25% middle-size companies. Summing up, the highest number of large companies in all 

food production sectors is in meat production. 

Small and micro companies dominate in the fruit and beverage sector. In the fruit sector 

there is just one large company and 3 - in beverage sector. 

The highest number of small companies is in the cereal and breadstuff sector (46%), but 

middle-size companies form 32%. Mostly, those firms are local bakeries and pastry shops. 

There are only 4% large companies in this sector.  

In the fish and fish product sector most are small (38%) and middle-size (32%) 

companies. There is only around 10% large companies. 

3.1.3 Profile of Swedish food market 
At the moment, there are more then 9 million inhabitants in Sweden. Since 1990 the 

number of inhabitants has increased by 400 000 (3.5%), mainly because of immigration. 

Since 1995, Sweden has been a full-fledged member of the European Union and has 
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cancelled all the trading restrictions for the other European Union member countries. So, 

Swedish market generally can be described as a single market. The population in Sweden 

is only 2 percent of the total population of the EU, though in all the four Scandinavian 

countries (Sweden, Norway, Finland and Denmark) there are around 24 million 

inhabitants. 

Thereby, Swedish food market has a great scope and size, because Sweden is a “home” 

for more then 9 million inhabitants and it is one of the most developed countries in the 

EU. Since 2000, foreign trade has increased in terms of export and import. However, there 

still is a trend that import exceeds export. Approximately 25 percent of the consumed food 

products are imported. Interestingly that 70% of the imported food products are definite 

groups of foods. Those particular product groups will be described in the following 

chapters. Sweden is exporting 15% food products and consumes domestically 85% of 

produced food products. The main export products are processed products, such as 

chocolate, liquor and breadstuff. In the paper, the Swedish food export will not be 

described in a more detailed view as the paper focuses on the import of the food products. 

The issue that will be described and examined in more detail are the main channels of the 

food products. The main players are ICA, Axfood and Coop in the retail sector as well as 

in the wholesale. These companies are suppliers for catering sector in the food production, 

too. 

 

3.1.3.1 Possibilities in Swedish food market  
In Sweden food product consumption exceeds the domestic food production and 25 

percent of foodstuff is imported. So, importers have a perspective in the Swedish market. 

Nevertheless, there are lot of cues that should be studied before entering in market.  

Swedish consumers are highly interested in the food product origin, quality and ecological 

issues. In recent years, there is a trend in consumption of already prepared, nutritious and 

certified organic food products. Becoming more and more popular products sold under the 

benchmark of Fare trade. 

Generally, the volume of the import is growing almost in all the segments of the foodstuff, 

so offering new opportunities for companies. The half of the imported food products 

comes from the Central Europe countries (Denmark, The Netherlands, Norway, and 

Germany). Noteworthy is the fact that consumption of dairy products, edible fat, fish and 

sea products and hard drinks has decreased over the last years. 
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3.1.3.2 Import  
 

The main imported food products group are fish and fish products, fresh and processed 

vegetables and fruit depending on the season, and foodstuff that is not grown in Sweden 

(coffee and citrus fruit). The volume of the imported oil seeds, grain, non-alcoholic 

beverages, unprocessed meat and breadstuff products has increased in recent years. More 

or less, Swedish food producers are able to provide Swedish local market with meat 

products, dairy and crop products. 

Sweden mainly imports food products that are not produced domestically such as nuts, 

tea, coffee, cacao, spices, wine and citrus fruit, as well as seasonal fresh fruit and 

vegetables. Fish and sea products, sauces and dressings, cooked food; canned, frozen and 

dried products are other significant imported food products. 
{ EMBED Excel.Chart.8 \s }Figure 11  Import of the food products in 2005 

 Source: SIA “GatewayBaltics” (2007:8) 

In 2005, vegetables and fruit and fish and sea products were the dominant imported 

products groups. As mentioned before, the volume of the export increases every year and 

especially fish and sea product and, meat product import has increased in the last few 

years. There are certain food product groups that formed almost 70% of the food import in 

2003.  

 

Fresh and frozen fish and sea products - 
Fresh fruit (mainly bananas, citrus fruits and apples) - 

Fresh or frozen meat - 
Wine - 

Fresh vegetables - 
Chocolate and sweets - 
Oil seeds, oil and fat - 

Animal food - 
Coffee - 

Processed fish and sea products - 
Cheese - 

Smoked meat and processed meat products - 
 

13% 
10% 
8% 
7% 
6% 
6% 
4% 
4% 
3% 
3% 
3% 
2% 

Table { SEQ Table \* ARABIC } Imported product groups by Sweden 
Source: SIA “GatewayBaltics” (2007:9) 
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In the graph below the changes in the imported food products between 2000 and 2005 are 

shown. 

 

 

 

 

 

 

 

 

Products  

 

 
Gatekeepers or possible food channels 
Approximately 85% of foods are imported from other European countries, where from 

70% come from the European Union make and 8% of the total import in Sweden consists 

agriculture products and food product import.  

It is noteworthy to show the tendency of import from the Baltic States, especially from 

Latvia in order to get an overview of the general tends. The table below describes 

imported agriculture and food products between 2003 and 2005. 

 

  2003 2004 2005 
Estonia 84 87 104 
Latvia 20 21 23 
Lithuania 59 70 99 

Table { SEQ Table \* ARABIC } Import of the agriculture and food products from the Baltic states, 
mill SEK 

Source: SIA “GatewayBaltics” (2007:12) 

 
 

The volume of the imported goods has increased from all three countries, but Latvia has 

the smallest share among the Baltic States. Estonia manages to import five times more 

then Latvia does. 

 

Meat and meat products 

Cereal products 
 
Cereal products 
 

Beverages 
Dairy products and eggs 
Fruits and vegetables 

Fish and sea products 

Figure 12 The import of the food product categories, mill SEK 
Source: SIA “GatewayBaltics” (2007:10) 
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3.1.3.3 Description of end consumers and consumed products.  
Consumption of food has increased by 5 % since 1990 in Sweden. It indicates that people 

increasingly consume food. 90% of the consumed food is processed food. Only 10% is 

unprocessed products like fresh fruits etc. In the Swedish food market there is a demand 

for ethnic food such as Mexican, Asian and Italian products. There has been a growing 

trend for such product groups as “ready to eat” products, snacks, spicy food, fruit drinks, 

exotic and ethnical food, products with low fat percentage, healthy and nutritious foods, 

certified and Fair trade products. Health, ecological and social issues have been playing an 

important role in the Swedish society in the recent years. 

In 2005, most consumed product groups in Sweden were meat and meat products (21%), 

fruit and vegetables (21%), dairy products (18%) and cereal and breadstuff products. 

Because of the high tax rate and high income per segment, an important product is 

alcoholic drinks.  

Drinks
8%

Tea & coffee
4%

Ohter products
5%

Sweets & ice-
cream
14%

Vegetables
12%

Oil and fat
3%

Fruit
9% Dairy, cheese & 

eggs
18%

Fish
7%

Meat
20%

 
Figure 13 Sold food products per categories in 2005 

Source: SIA “GatewayBaltics” (2007:12) 

 

Food products formed 16% of the total household expenditure in 2003. Other significant 

items of household expenditure were on housing (29%), transport and communication 

(15%) and other household expenditure (services, healthcare, leisure activities etc.) 

formed 16%. 

Urbanization has brought a new lifestyle in food consumption. People travel more, the 

size of the household has shrunk and new lifestyles are emerging. The generation of 1940’ 

is retiring now and it has a high purchase power. This generation of people demands high 

quality food products. More and more the household expenditure model of the big cities 

indicates the tendency of eating out. It forms 4.4% of household expenditure on food. 
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Cooked foods that can be easily taken away start to compete with traditional grocery 

shops. Most of the people at least have one meal out of house daily– at working place, in 

schools etc.   

 

3.1.3.4 Segmentation of gatekeepers 
From the exporters’ point of view Swedish, the food market can be divided into 3 

segments. All the three segments can be viewed and examined as specific gatekeepers. 

These three segments are retail, food production industry and HoReCa sector (hotels, 

restaurants, and catering industry) 

 

Retail 

In the Swedish food market’s retail and wholesales sector is dominated by four integrated 

companies. All of them have their own import and purchase departments. There are 

around 6000 grocery shops in Sweden, from which 2000 are supermarkets and 

hypermarkets. In the recent years the number of discount shops has increased, making 11 

percent of the whole retail sector. 

 

The main retail chains import food products independently, especially products that are 

bought in bulk. However, their suppliers are also independent wholesalers, functioning as 

independent agents or importers. 

Small kiosks and first necessity shops are supplied by specialized wholesalers.  

 

HoReCa sector 

In the hotel, restaurant and catering industry Swedes consume 22% of all consumed foods. 

There are around 35 000 businesses operating in the HoReCa sector. 

 

Restaurants, cafeterias and fast food establishments form around 10 000 businesses. 

Mostly, these are family businesses, though there are some big chains. 25 000 businesses 

operate in the catering industry. Majority of the catering businesses are located in schools, 

hospitals, pensions and in military camps. Those businesses are generally run by local, 

region or national institutions. 

 

Food production industry 
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Swedish food producers are an important part and the main suppliers for the food market 

in Sweden. However, import tends to increase. There are around 3000 food producers 

employing over 60 000 employees. The food production industry is 10% of all Swedish 

production.  

Key production sectors are meat, dairy and cereal and breadstuff production. For those 

producers, suppliers are mainly domestic farmers and firms. 

Processing industries such as sweet, chocolate, spices, oil, fat, fish and fish product 

industries are the most dependant on import suppliers. Also, other producers (juice, 

dressing, canned fruit and vegetable producers) are dependant on import suppliers.  

3.1.3.5 Market tendency 
Swedish marketers apply different marketing strategies in attracting consumers. The main 

strategic tools are highlighting the country of origin and positive impact on health. 

Swedish producers pay extra attention t0 packaging of products, it should be easy to use, 

handy and attention attracting. 

In order to stand the growing competition with importers, Swedish food producers 

position production as produce of Swedish raw materials. Communication of Swedish 

origin is done by applying different methods - active advertising, indicating Swedish 

national colors on the packaging, giving specification on the product’s label about the 

country of origin. Another popular trend is ecological products. For ecological products, 

there is special, registered trade mark “KRAV” in Sweden. This logo is 

used in order to distinguish ecological, healthy and safe products. Such a 

trade mark can be use by domestic producers as well as  foreign companies, 

after having signed a contract with KRAV and having been authorized by 

KRAV.  

An interesting trend of marketing is to emphasize a positive image and 

characteristics of the person on the food packaging. Usually, they are 

portrayed satisfied and happy. It is common to use a picture of the farm where the product 

comes from. Swedish producers and marketers tend to attach a product to a certain region 

– as meat from Gotlands’ farms, cheese from Skane etc. 

 

Swedish manufacturing and production are experiencing great changes at the moment. 

“Lidl” and “Neto” have already entered the Swedish food industry. Now it is a question of 

time, when American “Walmart”, French “Carrefour” and English “Tesco” are going to 

Figure 14 
KRAV symbol 
Source: 
http://www.krav.se/Ar
ticlePages/200503/17/
20050317144619_pub
lic369/200503171446
19_public369.dbp.asp 
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be in Swedish market. The domestic companies are striving to keep up with the growing 

competition really hard. 

 

Lidl has about 100 retail shops in the Swedish market and Netto around 80. Both 

companies are still working with loss. They hope that in a five-year period with the same 

development rate, both retailers will have 200 retail shops. 

 

ICA has successfully held its position in the Swedish market by building up good 

reputation of their product and low price alternative. By opening new stores and new 

products in the low price segment, ICA has managed to develop successfully.  

 

Axfood has gain success in the low price segment by low price concept – Willy’s, similar 

to Bergendahlsgruppen group by the City Gross shops. ICA and Axfood works with 

profit, despite of high investment costs. 

 

Where and how we do our purchases plays an important role for marketers in the food 

industry. The low price segment has come into Sweden and it is going to stay here. 

Furthermore, a description of the retailers’ segmentation is presented. 

 Hard 

discount 

stores 

Discount 

stores 
Supermarkets 

Traditional 

retail 

stores 

Kiosks 

Name of 

the shop 

Netto 

Lidl 

Willys 

City Gross 

Willys 

hemma 

ICA Maxi 

Coop Forum 

Hemkop 

Vi-butker 

Coop 

Cosnume 

Coop extra 

Ica 

Supermarket 

Ica kvantum 

Tempo 

Handlar’n 

Ica Nara  

7-eleven 

Direkten 

Bensinbolag 

Ica express 

Coop Nara 

Ovrigt 

Market 

share 
4% 13% 16% 49% 18% 

Growth of 

the market 

share 
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Amount of 

goods 
1100 - 1800 7500 12000 10 000-15000 1000-3000 

Placement 
Near to neighbourhood and 

outskirts of cities 
Outskirts 

In the centre 

of cities 

Near to 

motorways 

Table { SEQ Table \* ARABIC } Segmentation of the Swedish retailers 
Source: SIA “GatewayBaltics” (2007:22) 

3.1.3.6 Distribution channels 
One of the main distribution channels of food products is the retail chains that offer food 

product to end consumers. As a part of retail stores, convenience stores should be 

mentioned the, too. And the third option of distribution channels is specialized 

wholesalers (fruit and vegetable wholesalers and wholesalers that supply bakeries and 

pastry). 

 

Importers of food products and wholesalers 

Retail chains with integrated wholesale 

and retail activities 

ICA Sverige (part of ICA group) 

Coop Sverige 

Axfood 

Bergrndahls Group 

Wholesalers of convenience stores 
Menigo Foodservice (ex. ICA Meny) 

Axfood Narlivs (Axfood) 

Privab 

Wholesalers of HoReCa  

Menigo Foodservice (ex. ICA Meny) 

Servera (Axel Johson) 

Service Grossisterna 

Martin Olson 

Wholesalers of fresh fruit and 

vegetables 

Saba Trading (Dole/Axel Johson/Coop Norden) 

ICA Frukt % Gront (ICA) 

Wholesalers for intergredient of 

bakeries 

KaKa (Orkla Group) 

Kobia 

Table { SEQ Table \* ARABIC } Swedish importers of food products 
Source: SIA “GatewayBaltics” (2007:23) 

 
Generally, most food products are sold through four retail chains. These retail chains are 

ICA, Coop, Axfood and Bergendahsgruppen. The amount of daily consumed goods is 

increasing every year. In 2005 the growth was 2.7%, that is more then 212 billion SEK. 

In the graph below the number of leading retail chains’ stores is presented. 
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Figure 15 Leading retail chains’ number of stores 

Source: SIA “GatewayBaltics” (2007:24) 

Furthermore, the market shares of those retailers are presented. 

 

 

 

 

 

 

 
Figure 1{ SEQ Figure \* ARABIC } Market share of retailers in 2005 

Source: SIA “GatewayBaltics” (2007:24) 

It is important to assess the turnover of each retail chain in order to see their sales 

performance. 

 

 

 

 

 

 

 
Figure 17 Net turnover in 2005, milj. SEK 

Source: SIA “GatewayBaltics” (2007:25) 
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3.2 Empirical primarily data 

3.2.1 Swedish gatekeepers 

3.2.1.1 Suppliers of Swedish gatekeepers 
According to thirteen interviews held in Sweden, the following answers were gained. Only 

three gatekeepers out of thirteen have suppliers from Latvia. Only one retail chain out of 

three has a Latvian supplier. This retail chain is supplied with Latvian products through 

the agents and distributors periodically depending on the need. Another supermarket chain 

does not supply any Latvian products for operation in Sweden, but supplies Latvian 

products for operation in the Baltic region. In the food production sector, only two 

companies have direct contacts with Latvian suppliers, from which they supply directly 

and Latvian producers are the main suppliers for particular product groups. According to a 

company working in the HoRaCA sector, there are some agents in the Swedish market, 

which sometimes offer some Latvian products, but they do not supply anything from 

Latvia at the moment. The retail chain, which supplies Latvian products, on the question, 

why they supply from the agents, answered:  “We don’t have a direct contact with Latvian 

companies. Probably it is due to history, because we have quite tight bonds with the 

Northern Europe countries developed through the years. Some Eastern European 

countries, like Poland, have tried to export frozen vegetables, but they did not manage to 

satisfy the volumes of Swedish market. We haven’t done any sourcing in the Baltic region 

and they have not been here, either”.  

 

3.2.1.2 Attitude towards third parties 
General attitude towards the third parties from the Swedish side was quite negative. 

Companies answered that they preferred doing direct business with the producer, because 

the third party is another step in the value chain. Companies prefer having direct contact in 

order to have the best price as well they prefer to have an exclusive connection with the 

supplier. But if the single producer cannot satisfy the necessary volume, Swedish 

gatekeepers could forgo for the third parties, which could offer a better deal and volume. 

Only one company from the HoRaCa sector answered that: “We have strict policy towards 

that, we try avoiding agents or importers and going directly in business with the 

producer.” So, there is no single answer to this question, but it depends on the company, 

necessary volume and products.  
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3.2.1.3 Satisfaction with Latvian suppliers 
With the following question, there was an intention to find out if the Swedish companies 

were satisfied with quality of products, delivery and price. A company that operates in the 

food production industry in Sweden answered, that the main reason for supplying from 

Latvia is good quality for the cheap price of ingredients. The retail chain responded that 

the product that they were supplying was the inexpensive product and consumers were 

normally happy about that and “But if you buy very expensive products, you are usually 

more careful with the quality. I should say that we got normal quality for that low price. I 

should say it is ridiculous prices for the serine things. The quality of the Latvian crab 

sticks are as good as every ones else.” Other two companies, which purchase directly 

from Latvia, are satisfied with Latvian suppliers and even characterize their relationship as 

good. One of these companies mentioned that Latvian supplier had had delivery problems 

once, but otherwise every thing was fine.  

 

3.2.1.4 Reason of not having Latvian suppliers 
Majority of the companies do not supply anything from Latvia. The main reason 

mentioned was that they had never been approached by Latvian companies and Swedish 

gatekeepers do not know what Latvian food producers might offer. As the second major 

reason mentioned by meat producers in Sweden was quality standards of meat and meat 

products. In order to import meat to the Swedish market it must be for salmonella and 

bacteriologically tested. It is required by the Swedish law. Another reason mentioned is 

the historical bonds with the existing suppliers: “Usually we buy supplies from few agents 

for many years. If there would be any Latvian agent who we knew, we could consider 

buying from them as well. But it would be difficult to get in, because we have tied 

relationship with existing suppliers”. A company from the HoRaCa sector answered: “It 

is tricky question. There are many reasons such as price, quality standards or logistics. 

But I am not sure if we have ever been contacted by any Latvian company. That is the 

reason why I can’t tell some particular reason.”  
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3.2.1.5 Product groups that Swedish gatekeepers would like to purchase from 
Latvia 

On the question if there are any products or product groups that the company would like to 

purchase in Latvia, the most frequent answer was “We don’t know that Latvian producers 

could do for us or might offer to us”. Majority of respondents said if the Latvian suppliers 

could meet our quality standards and the price was competitive with other suppliers in EU, 

then it could be possible to supply from Latvia, too. One of the retail chains answered: 

“Latvia can be competitive in several categories such as canned, dry, frozen, fresh meat 

and dairy”. Firm that operates in the HoRaCa sector said that “We buy all kinds of 

product and everything that is produced in Latvia might be interesting for us. There 

should be adequate price and quality. If truly, I don’t know which products Latvia is 

competitive at?”.  

 

3.2.1.6 Reasons for absence of Latvian suppliers 
All the companies which do not supply anything from Latvia said that they had not 

received any offer from Latvian food producers. Swedish gatekeepers say that the 

company has to work hard in order to become a supplier, because of different certification, 

standards and other processes. As one of the reasons accessibility and contact with Latvian 

companies was mentioned. “Normally there are contacts between us and the suppliers 

every week. But when it comes to Latvian suppliers we have little contact. We have our 

website, through which we receive a lot of mails. This is a problem. If you send just an 

email it is very hard to do something. You should have direct contact of the responsible 

person.” In order to overcome the matter of the accessibility, one of the retail chains 

claimed: “I don’t know if Latvian food producers have done something like a small 

Latvian exporters’ forum, a kind of mini fair in Stockholm, but it could help to present 

what Latvian producers can offer.” Swedish gatekeepers consider their choice strictly 

commercially and if a Latvian supplier could win in the rendering process then there 

would not be problems for Swedish gatekeepers having Latvian producers as suppliers.  

 

3.2.1.7 Requirements of necessary certificates 
A was very interesting to find out about the requirements of certificates, which are 

necessary to become a supplier. Majority of Swedish gatekeepers require HACCAP and 

BRC certificates. Some of them said that BRC was favourable for them and would be an 

advantage of the supplier. Truly, it vastly depends on the particular business in which the 



 

 {PAGE  } 

Swedish gatekeeper is in. The toughest requirements are of the retail chains and meat 

producers. Other gatekeepers answered: “Suppliers should follow the regulation from the 

European Union. Certification depends on the products that we work with. In the 

European Union there are good standards to follow, and it is fine with that and we don’t 

need any other certification”. One of the food producers answered that: “It is good if they 

have that kind of certificates, but we work with suppliers which don’t have such kind of 

certificates”. So, necessity of certification vastly depends on the imported product groups 

as well as on the business of the Swedish gatekeeper.  

 

3.2.1.8 Comparison of Latvian food producers’ situation versus Estonian and 
Lithuanian situation of food producers. 

All the three Baltic States are in a very similar position when it comes to supplying to 

Swedish market. No respondents in the Swedish market have Estonian or Lithuanian 

suppliers, except a retail chain, which supplies very a few products from Lithuania and 

Estonia. Notwithstanding, a meat producer said that “We meet Lithuanian products in the 

market, but we don’t by anything from them. We haven’t been contacted by them. A good 

way how to perceive us would be a good presentational material of the company. That 

plays a crucial importance for us.”  The other mentioned reasons are following. Swedish 

gatekeepers do not know products which might be offered by the Baltic countries as well 

as the general hygienic standards there.  

 

3.2.1.9 Procedure of looking for new suppliers 
The procedure of Swedish gatekeepers for looking for new suppliers differs quite much 

case to case. Firstly, Swedish gatekeepers more often play a passive role, and only 

sometimes an active role in looking for suppliers. As it was described by a retail chain: 

“Of course, we play an active role, if we want a new product. But if you have a 

standardized business with big suppliers, much depends on volumes and logistics. It is 

very important, for example, that 6000 thousand tons of potatoes wouldn’t stay in 

warehouse for six weeks, then all the profit calculations would soar. We have logistics 

lines working, which are very important. If it is a new supplier, we are more active. 

Usually we find new suppliers at trade shows and trade fairs, for example in Amsterdam, 

it is really good meeting point for the new suppliers”. Other interviewees answered that if 

you were in the food business you knew, where the new suppliers could be found. 
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Swedish food producers more often work with distributors and agents, and if there is any 

need for new product or products groups, these agents and distributors find the necessary 

products. However, if the Swedish gatekeeper has decided to look for new supplier, he 

does it via the Internet, data bases, fair trades and through the conversation with other 

companies in the same business. Almost all the respondents answer that fair trades are 

really good meeting point for sellers and buyers.  

 

3.2.1.10 Factors which influence purchase decision of Swedish 
gatekeepers 

The following question aimed to find out the factors which influence purchase decision of 

the Swedish gatekeepers. There was one general answer, that all of them are looking for 

reliable suppliers for a long term relationship. There was no great difference in answers by 

the gatekeepers of all the three sectors. All of them are looking for more or less the same 

characteristics of the supplying company. The characteristic of the supplying company is 

important almost to every respondent. Swedish gatekeepers are interested in the supplying 

company’s profile as well as they feel more comfortable if the company has been in 

business for some time. Of course, there were answers, which Swedish companies did not 

care so much about the characteristics of the supplying company, but the characteristics of 

the offered production were much more important for them. Such factors as pricing, 

including volume, and promotional discounts are valuated miscellaneously. Managers of a 

retail chain described precisely: “Promotion discounts don’t matter so much, because we 

have our calculation estimates. The important factors we are looking at are price and 

quality. But if we need 100 thousand tons of a product and the supplier can only provide 

us with 80 thousand, we can’t do business with the supplier.” Another retail chain 

manager said: “Actually, everything that make easier to sell with profit, influences our 

decision”. Other companies in the food production sector and HoRaCa sector do not have 

any serious expectations about promotion discounts etc. The answer about the retail chain 

attitude towards the entrance of a new Latvian brand in their stores was following. All 

three of them consider it a possible, but a very tough “step”. This entrance should be 

calculated very precisely. It is very expensive to launch a new product in the stores. There 

is already a market leader and the position of private labels is strong. In this case, we 

would definitely expect the marketing support for the products or product line. Reliability 

of the supplier is crucial for having business with Swedish companies. The two main 

factors are price and quality and sometimes taste of the products is important. It depends 
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on case to case and in which business the particular company operates. In the meat 

business the primary concern is quality followed by competitive price, but in other cases 

the price is primary. Though, in all cases food safety is extraordinary important. An 

interesting factor is the offered volume of products. Most of the interviewees answered 

that the purchased volume depended on products. “Sometimes we are looking for the 

supplier which has wide variety of the products, but then we don’t buy large amount. If the 

supplier is the specialist in some area, we can supply one or two products, too.” As 

already mentioned above about the interpersonal relationship, all respondents valuate 

interpersonal relationship as a highly important aspect in order to do business at all.  

 

3.2.1.11 Difference in attitudes towards three Baltic countries 
It was interesting to investigate, if there was any difference in attitude towards the Baltic 

countries in terms of quality, price, image and interrelation. Quite often, respondents 

answered that they were doing business with a company rather then with a country. “I 

think it depends on company not so much from the country. Maybe some companies are 

not as reliable as Scandinavian companies. Other wise I can’t say that any is better, 

because every thing depends on company.” Although one interviewee said that “I would 

say Lithuania has better image in terms of mentioned factors above, since the German 

companies has invested into Lithuanian companies.”.  But generally, Swedish companies 

have not seen or heard much about the Baltic food production and do not see any 

difference between them in the mentioned terms.  

 

3.2.1.12 Country of origin impact towards purchase decision of Swedish 
gatekeepers 

The very last question strives to find out the impact of the country-of-origin effect on the 

Swedish gatekeepers. There is a slight difference in the answers between the sectors. The 

retail chains answered that they were taking into account what was important for the 

consumer. The sensitive product groups are meat and meat products, where country of 

origin is crucial. Other wise it depends on the product group and a manager of a retail 

chain gave quite a rational answer: “We prefer suppliers and producers from the same 

geographical area, due to environmental issues, calculations and things like that. We as a 

company takes into account the environmental problems. There is the great difference if a 

product really should be domestic in order to be sold. Mainly we are looking at price and 
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quality”. A very bright description of the Swedish consumer’s attitude towards meat was 

given by a respondent: “There is a double moral for Swedish consumers. If they go out to 

restaurant, most of the meat that they are consuming is imported. The country of origin is 

less important, because the taste and tenderness of meet are primary. Though buying meet 

in the supermarket it is important for the consumers that is domestic meet. Still the price 

play an important role, if there is huge difference between prices; customer will go in 

favor to cheaper meet. More important then country of origin effect is quality and 

traceability of the meet and the right price”. Otherwise the country of origin plays the role 

of traceability, as Swedish companies want to know where the product comes from. The 

attitude to the country of origin is very rationally-based: “The country of origin is not 

important, but the quality and price are important. Only from the logistic perspective, the 

country of origin is important.”  Only one food producer said that the country of origin 

was important due to the fact that the country of origin of supplies could be used in the 

product marketing afterwards.  

 
 

3.2.2 Latvian food producers 
There were held thirteen interviews with Latvian food producers in Latvia. From every 

sector, two different-sized companies were chosen. The following information was gained. 

Out of twelve companies, only one small bread and bread stuff producer does not export 

tits production at all and one dairy product producer is planning to begin its export 

activities in the nearest future.  

 

3.2.2.1 Main export markets of Latvian food producers 
The other ten companies export their production, only their commitment to the export 

activities is different. All the companies which export their production export to Lithuania 

and Estonia. Besides the two countries, the export geography varies greatly. There are 

companies whose main export market is Northern Europe. Other companies’ main export 

markets are Russia, Post-Soviet countries and other Eastern Europe countries. 

Nevertheless, quite many interviewed companies export their production to the USA and 

one company even exports to Japan and Africa. As one of their main markets, an alcoholic 

beverage company has found tax-free zones where it sells quite large amount of their 

products.  
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3.2.2.2 Mentioned barriers of export activities to Scandinavia 
The most favorable Scandinavian export country is Finland, though there are four 

companies out of twelve which export to Sweden, too. Only one company that produce 

dairy products export their production to Norway. Asked a question, why their company 

exported to Sweden and how they had managed that, the answer was following: “The 

secret of success in this case is that the product should be competitive with high quality 

and appropriate price. The quality of the product cannot be lower then the offered quality 

of the existing suppliers. Knowledge of the Swedish language plays the crucial role in the 

communication with our clients, because managers in the middle and small companies in 

Sweden don’t know English so good.  Other important aspect is the whole sales process 

which we have to provide enough attractive for our clients in order to choose us, because 

the image of Latvia isn’t the best one for the food products. As well as supplying from 

Latvia is not the way Swedes are used to and the traditional approach for looking for 

suppliers.”  The main obstacles in entering the Scandinavian market were the lack of a 

competitive price and the expiry term. A company said that their produced production is 

not consumed in the Swedish market and that is why there is no sense to enter the 

Scandinavian market. “Simply, I could say that 95% that is consumed in Scandinavian 

market, we don’t produce.”  All the above mentioned reasons were more economical and 

led by the consumers’ preferences, but there is an important thing that was mentioned only 

by one respondent and that could be one of the main reasons in general. “There is quite 

simple explanation. Our company as many others companies today in Latvia are owned by 

Scandinavians. Now we are a part of multinational concern and the primarily strategy is 

to provide domestic market with the products and don’t compete with sister companies in 

other markets. Probably you would have question why we export to Finland, because 

there is our sister company as well. The answer is that we produce some production in our 

plant for our sister company and afterwards export to Finland”.  

 

3.2.2.3 Present situation of employing third parties 
On the question if the company exports directly or employs a third party answers were 

quite similar and three main types of answers dominated. Firstly, most companies export 

directly to Lithuanian and Estonian clients. Secondly, for the more distant markets they 

employ wholesalers and distributors in the particular country, because it is much easier for 
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food producers: “We are to selling our production to wholesalers, which afterwards 

distribute our production in the retail chains. This makes much easer all the paper work 

and they are much better aware of the local market regulations and patterns then we are.” 

The third option is that producers export their production directly to more distant 

countries, too. This is achieved only because the buyer or purchaser picks the production 

right at the production place in Latvia, as such buyers have an integrated logistic business. 

It is noteworthy to mention, that quite often food producers in Latvia by direct export 

understands that they sell to a distributor or wholesaler in the particular country. Usually, 

this question required additional questions to find out exact their distribution channel 

model.    

 

3.2.2.4 Latvian food producer’s commitment towards export  
There is a large difference in the share of the exported production. Some companies export 

more then half of their production, others just a tiny part of their production. It depends on 

the companies’ strategy: “Export is not so strategically important for us so far, because 

we have good position in the domestic market.” In the table below the share of the 

exported production is shown.  

 

Company 
Amount of 
exported 

production 
D 1% 
F 1% 
I 5% 

A 10% 
J 10% 
L 20% 
C 50% 
B 60% 
H 98% 

Table { SEQ Table \* ARABIC } Share in percentage of the exported production of food producers  
 

3.2.2.5 Export organization – market research 
Seven out of eleven companies, which export or are planning to export their production do 

the market research or have done it before entering the foreign market. Three companies 

do their market research by themselves by visiting country etc. Two of the companies 

outsource the market research in particular countries and markets. Few of them collaborate 

with LIAA that helps them with the market research. However, there are four companies 

which do not do any market research in the countries they export to, but two of them 



 

 {PAGE  } 

regularly visit fair trades and receive information from wholesalers about the market 

situation in the particular country. “No we don’t do any market research. We take a part 

in the trade fairs, meet our clients and check the assortment in the shops. We try to do it 

twice a year. We don’t buy any market research from consultant companies, because 60% 

of such of market share is “dry” and useless.”  One of the interviewee answeres: “If we 

discuss the post Soviet countries, then we export products that people have consume more 

then forty years. There is no need for additional market research on that. There we change 

just packaging sometimes and variety of products. Even I could say that we are the 

company that leads the market in these markets.” Another respondent said that there was 

lack of human recourses in the company, which could manage the market research.  

 

3.2.2.6 Export organization – budget of promotion 
More than the half of the companies has their marketing budget for product promotion in 

the export market, although two out of six companies said that it was just minimal. In the 

table the gained answers are shown.  

 

1 Yes 
2 Yes 
3 Yes 
4 Yes 
5 Minimal 
6 Minimal 
7 No 
8 No 
9 No 

Table { SEQ Table \* ARABIC } Answer on the question if the company has promotional budged for 
export market 

 
One of the companies, which do not have the promotional budget said: “No, if I need 

some extra money for some trade shows, then I contact directly CEO and I ask money for 

the event”. 

 

3.2.2.7 Export organization – department of export 
The next question strived to find out if the company had an export department or not. Only 

four companies have their export department but then it is integrated in slightly different 

way: “We have marketing department that simultaneously is marketing and sales 

department. There are several people which are responsible for several regions. As you 
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know in the case of Sweden we outsourced the help of the export consultancy, too.” All 

the other companies have an export manager or consultant that works in the sales or 

marketing department. Only one company does not have an export manager, only the sales 

representative that deals with the export issues and this company exports around 10% of 

their production.  

3.2.2.8 Importance of export 
Almost all the companies see correlation between export growth and profit increment. 

Though, an export manager said that: “Only there is difference when you are working in 

the export market. Because the profit on the one kilogram is less in the export market as it 

would be in the domestic market. The price is the main tool to be able to make interest in 

the new supplier”. Only one food producer answered that: “I think growth of the export 

cannot increase the profit margin, because the production costs have increased and the 

additional profit that we could gain will be “eaten” by growing production costs”. 

The same positive answers were collected on the question if the growth of the exported 

production could expand the business. All food producers consider that growth of the 

export could have a positive impact on production. Only one respondent said: “We export 

our products which we cannot be sold in the domestic market, as well as the price is lower 

in the export market then in the domestic market. I don’t see the correlations between 

growth of the export and the business expansion”.  

3.2.2.9 Validation of Peng and Ilinitch’s five propositions 
The next group of question attempts to find out opinion of the Latvian food producers 

about Peng and Ilinitch’s propositions. The answers are found in the table below.  

Proposition Opinion about propositions 

 Agree 

 

Partly agree Disagree 

1. 10 1 1 

2. 9 3  

3 12   

4. 12   

5. 10 2  
Table { SEQ Table \* ARABIC } Latvian food producers opinions on the Peng and Ilinitch 

propositions 
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There were unanimous answers on the third and fourth proposition, which were “If an 

export intermediary is much more knowledgeable about a certain export market, would 

you use such an intermediary rather sell directly?” and “If an export intermediary is 

better in handling export negotiations, would you use such an export intermediary rather 

than selling directly yourselves?”. Majority agreed on the proposition that they would be 

employ a third party, if the export market were geographically distant and unfamiliar for 

them. Though, one of the respondents said that: “I agree, but under several conditions. 

For example, if the export intermediary buys our production from us.” The respondent 

which only partly agreed on the first proposition said that: “there is difference what is 

meant by third party. If it is a distributor then definitely, yes. But if it is some agent form 

the particular country between us and the distributor, then it depends on situation and 

calculations.”  There was only one interviewee that did not agree on the first proposition 

saying: “I disagree, but we don’t take into account the wholesalers in the export market.” 

On the second proposition only three respondents agreed partly, because as an interviewee 

said that it depended on the country. Another one said that was much easier for them to 

have one purchaser instead of fifty. On the third proposition, Latvian food producers 

answered unanimously positively saying that: “Before entering in the market we examine 

the potential in this market and do calculations in order to find out the best deal for us 

and if the export intermediary is more knowledgeable as we are, we would chose it.” 

Everything depends on the detail calculations behind that and of course the final decision 

is made by the CEO. The same unanimous answers were gain on the fourth proposition 

and one company underpined their answer as follows: “I agree, but everywhere where is 

possible to have negotiations by ourselves we do by ourselves. In the case that we are not 

able to do that, we employ the third party.” On the very last proposition majority agreeed 

saying: “I agree, but it depends on which of them would have better chance to sell our 

production. As well as it depends on regularity. If export agent buys just once, but other 

regularly, we can be flexible for payment methods.” The argumentation of the companies 

which agree partly was following: “I agree partly, because it depends on the country. If 

this country is more specific and we know that the third party don’t take the title of goods 

we would probably agree on that. But of course we prefer the third party that would take 

the title of our production.” and “I agree party, because it depends on the offered price, 

reliability of the export intermediary.” 
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3.2.2.10 Attitude towards selling their production under another brand 
name 

The next question aimed to find out the Latvian food producers’ attitude to the producing 

products which afterwards were sold under other brand name. Most companies would 

agree on that or they are already doing such a business. Although, they have some 

requirements such as calculations and ordered volume. A interviewee put in quite 

precisely: “Everything depends on what, how much and where. We look at this quite 

normal, if the third party would pay enough well and would purchase solid volume, we 

don’t have anything against it.” Only one of the interviewed companies said that they 

would not sell their production to a third party, which would sell their production under 

another label. One of the respondent answered that it depended on the country they would 

like to export to. “There are countries where we would never sell our production under 

the other title or private label. And there are countries where such an option is the only 

chance to enter in the market.”  Two companies said that they would not sell their existing 

product under other brand, but if there were another recipe and an adequate volume, they 

would agree on that.  

 

3.2.2.11 Barriers of export activities 
The very last question strives to find out the most important export barriers of the Latvian 

food producers. There are two main groups in which all the barriers could be divided – the 

company barriers and the export industry barriers. In the table below all the answers are 

displayed and distinction between the company and export industry barriers is shown 

there.  

 1 - 
huge 

barrier 

2 3 4 5 – no 
barrier 
at all 

Company barriers 
Lack of knowledge about export  2 1 7 1 1 
Ability to identify buyers in foreign 
markets 

 1 5 3 3 

Difficulty in making contacts and 
communicating with buyers 

1 1 2 4 3 

Lack of internationally recognized 
brand names 

2 3 4  2 

Lack of financial resources to conduct 
market research in overseas markets 

2 4 1 1 3 

Lack of management commitment to 
develop export activities, 

2 2 1 1 6 

Lack of resources for export promotion 2 4 3 2 1 
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and after sales assistance programs 
Lack of personnel trained and 
experienced in export marketing 

1 2 2 4 3 

Failure to meet buyers’ quality 
requirements 

1  2 1 7 

Failure to meet buyers packaging and 
labeling requirements 

 1 3 1 7 

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

 1 2 3 5 

Your firm’s size  2 3 4 3 
Image of your product in the foreign 
market 

 1 3 4 3 

Other:  
Lack of language knowledge 
Production’s period of use 

2 4 2   

Industry export barriers 
Lack of technology 1 1 1 1 8 
Lack of competitive prices 2 3 6  1 
Strong competition in export markets  4 4 2 1 
General image of Latvian products in 
the foreign market 

  1 3 8 

Export methods of payment/ payment;   1 2 2 6 
Debts of clients and unpaid bills  1  4 2 4 
Complexity of paper work involved, 
procedural complexity 

1 1 2 3 5 

Foreign market regulations 1 1 5 2 2 
High transportation costs  3 4  5 
Direct export barriers or complex 
government bureaucracies. 

  2  10 

Table { SEQ Table \* ARABIC } Accumulated answers on the export barriers of Latvian food 
producers 

 
The companies had different comments on several barriers, for example, that the 

knowledge about the export depended on the market. “We have excellent knowledge about 

the Lithuania, Estonia and Russia. But there is distant market as Japan, where our 

knowledge is very minimal.”  And the ability to identify buyers in the foreign market 

depends on the country, in a European country there in no barrier at all, but that is a huge 

barrier in the Eastern markets. Latvian food producers do not have much trouble about the 

required quality, but the major and a very important obstacle is period of use. Most of the 

interviewees consider that the general image of the Latvia is positive and that there is not a 

barrier at all. Only one respondent valuated that as a middle barrier for them. Lack of 

language knowledge, period of use of the products and the complex bureaucracies for the 

export to Russia, were mentioned as other barriers.  

 



 

 {PAGE  } 

4. Analysis 

The situation of the food producers in Latvia is quite unenviable for several reasons. The 

first reason is that food industry is not a government priority, because two different 

ministries are responsible for food products - The Ministry of Agriculture and Ministry of 

Economics. The main point is that in the reality there is no so clear distinction between the 

agricultural issues and the manufacturing issues. Both ministries have industries 

exclusively under one of them and that is the reason why the Food industry quite often is 

not a priority to either of them.  

Another problem is that there are many food producers and in many associations in Latvia. 

Though, these associations are not so “strong” as in other industries – e.g. the electronic 

industry, machine manufacturing etc. Latvian food producers compete a lot in the 

domestic market and do not put so much effort in combining their strength to “conquer” 

foreign markets.  

 

The food production industry is the second largest industry in Latvia, though only 25 

percent of the total production is exported with total output 245 153 thousands LVL in 

2006. In 2005, the largest shares of all the produced products were meat, dairy and 

beverage products. Whereas the largest export groups were fish, beverages and breadstuff 

products.  

In the Swedish market approximately 25 percent of the consumed food products are 

imported. Interestingly, that 70% of the imported food products are of specific product 

groups; mainly fresh and frozen sea food products, fresh and processed vegetables and 

fruit and other products not grown in Sweden. Swedish consumers are highly interested in 

the country of origin (especially for meat), quality and ecological issues. In recent years, 

there is a trend in consuming already prepared, nutritious and certified organic food 

products.  

As we can see from the trend of the market, that there would be possibility for the Latvian 

producers to export some products to Sweden such as fish, beverages, biological food, 

canned food as well as “ready to eat” products. Of course, there would also be a 

possibility to export some other product groups such as coffee, nuts, snacks and spices, 

which are produced in Latvia and imported by Sweden.  

 

There is a possibility for Latvian food producers to export their production to Sweden, but 

in the reality only 0.5 percent of all the exported food products go to Sweden. In the 
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empirical study Swedish food gatekeepers, Latvian food producers and experts were 

interviewed in order to find out export obstacles, link them together. 

 

4.1 Swedish gatekeepers 
Only three of the interviewed gatekeepers did import products from Latvia. These 

products are sauna honey and ingredients for cake production, which go to production 

sector. Sauna honey is also imported and sold afterwards without any modification in the 

Coop retail stores. The other product was crab sticks sold by Willy’s retail chain, but these 

products are sold under the Eldorado private label and offered by Swedish agents, rather 

then not by Latvian producers directly. None of the retail chains did get supply directly 

from Latvian suppliers. One of the main reasons is the Swedish gatekeepers’ tight bond 

with Northern Europe countries and from these countries Swedish companies get their 

supply of most of products. Another important aspect is that most of the retail chains as 

well as the companies in the HoRaCa sector work with agents and wholesalers. The retail 

chain that periodically purchases Latvian crab sticks said: “We don’t have a direct contact 

with Latvian companies. Probably it is due to history, because we have quite tight bonds 

with Northern Europe countries developed through the years. Some Eastern countries, like 

Poland, have tried to export frozen vegetables, but they did not manage to satisfy the 

volumes of Swedish market. We haven’t done any sourcing in the Baltic region and they 

haven’t been here, too”. Most of the companies from the production sector answered that 

their attitude towards the third parties was quite negative; they prefer to have direct 

business with producers and a third party is another step in the value chain. A direct 

contact ensures the best price and sometimes exclusive connections with supplies. Only in 

the case when producer cannot provide the necessary volume, third parties are preferred. 

Hence, there is no definite answer or the best option for all cases in the Swedish market. It 

greatly depends on the sector in which the company is operating, the products and product 

groups. The companies operating in retail and HoRaCa sector have so many products that 

they prefer buying from agents or wholesalers, which facilitates the purchase tasks. Of 

course, that is not a definite answer because many big companies have their own logistic 

system, warehouses and integrated other companies.  

 

One of the main barriers mentioned by the Swedish gatekeepers is lack of the knowledge 

of the products offered by Latvia and quality system. They are not familiar with the 

products offered by Latvian food producers. The Swedish gatekeepers mostly play a 
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passive role as purchaser, meaning that they wait for offers, afterwards evaluating them. 

The same passive role is played by Latvian suppliers. “Normally there are contacts 

between us and the suppliers every week. But when it comes to Latvian suppliers we have 

little contact. We have our website, through which we receive a lot of mails. This is a 

problem. If you send just an email it is very hard to do something. You should have direct 

contact of the responsible person.” They are not active in the Swedish market. Swedish 

companies have seldom received any offers from Latvia. Swedish gatekeepers tend to 

have long term relationships with their suppliers, and that is why the bonds between 

Swedish companies and the existing suppliers are very tight. That is one of the reasons or 

obstacles due to what it would be very difficult for the Latvian supplier to get a new 

business partner.  

 

 

Except for the answer that most Swedish gatekeepers do not know what Latvian food 

producers could offer, they said that they would consider Latvian offer if the quality and 

price were be appropriate and competitive. A retail chain said that Latvia was already 

competitive in several categories like canned, dry, frozen food, dairy and meat. The meat 

(20%), dairy products (18%) were widely-consumed product groups above the other 

product groups in Sweden in 2005.  

 

 

The issue about the necessary certification of the Latvian food producers in order to be 

able to export their production is disputable one. There are companies which are not so 

strict about the certificates, but some, especially in the retail and meat production sector, 

require the newest ISO certificates as well as BRC certificates. This is quite a sensitive 

point for the Latvian suppliers, since these certificates are expensive and difficult to 

obtain. This is why only the biggest Latvian companies have them. Most small companies 

cannot afford these certificates because the process is very complicated and expensive.  

 

 

According to table 5, where the import from Latvia, Estonia and Lithuania is shown, 

import from Latvia is the smallest compared to Estonia and Lithuania. But, according to 

the interview data, companies not purchasing from Latvia do not purchase from Lithuania 

and Estonia either. Only two companies – one retail chain and food producer were the 
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exceptions. The reason why an Estonian producer was chosen was simply because the 

importer had met the producer at a trade show and after visiting their plant in Estonia, they 

became partners. Otherwise, there is no huge difference between Latvian, Estonian and 

Lithuanian suppliers, according to the interviews. The main reason why the Baltic 

countries are not more often suppliers to Swedish companies is simple. Swedish 

gatekeepers are not used no look for suppliers in the Baltic countries and they are not 

aware of general hygienic standards and product quality in Latvia.  

 

The attitude towards the country of origin is more based on rational decision. The Swedish 

gatekeepers are, as  Knight (2005:125) said, looking for the lowest price and the best 

quality. Other matters are not so important. In the case of the Swedish gatekeepers it is 

like that, except for a few product groups where gatekeepers are very sensitive, because of 

consumer preferences. Meat and milk have to be domestic to be sold in retail. But if these 

products are sold in the HoRaCa sector, the consumers are not so sensitive about their 

country of origin. In that case the taste plays the primary role. Factors influencing the 

purchase decisions could be linked to the model developed by Knight and Holdsworth. In 

this model, the main factors influencing the purchase decisions are shown in a very clear 

way.  

 

 

 

 

 

 

 

 

 

 

 

 

 

According to the model, the most important things are the quality of products, 

characteristics of the sellers, traceability. In most cases, the country of origin was 

important because of the traceability, as Swedish gatekeepers want to know where the 
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supplies come from. Some companies said that it was important to know the cultural and 

social-political situation in the country. Only one company said that the country of origin 

was important, because the reason was they could use the country of origin of their 

supplies in advertising the final product.  

But the majority of the companies said that extremely important is the company it self, not 

the country it self. Swedish gatekeepers said that they were doing business with the 

companies, rather than with the countries.  

 

4.2 Latvian food producers 
According to graph 4, the main export markets are Estonia, Lithuania and Russia. The 

same information was gained through the interviews. All the companies, which export, 

export to Estonia, Lithuania and some to Russia. Though, not all the companies which 

export to Lithuania, Estonia and Russia export to other countries. The spectrum of 

countries is quite wide, and there is none that dominates, though only one interviewed 

company said, the very large part of their export went to tax free zones.   

  

The aim is to find out the reasons why only four companies export their production to 

Sweden, as well as to clear the main obstacles for other companies. The most favorable 

Scandinavian country to export to is Finland. The main two obstacles are the lack of a 

competitive price and the period of use from the products. The Swedish market is a closed 

market, and the consumer preferences are different than the eating habits in the Baltic 

region. A food producer said that only 5% Swedish consumers would purchase its 

production, because they had not eaten and would not eat products produced by them. A 

growing trend, only mentioned by one interviewee, but which could be one of the main 

reasons is that Scandinavian companies buy Latvian food producers. The main task for the 

companies bought is to provide their production to the domestic market These 

multinational companies do not want that their Latvian companies enter into the 

Scandinavian market, creating additional competition there. Some Latvian companies 

have managed to overcome or avoid these export barriers, as the main winning points are 

mentioned appropriate price and good quality. Accuracy and good relationship are very 

important aspects, too. In order to get Scandinavian business partners, your company 

should be able to negotiate in their language, because only the biggest retail chains and 
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companies speak English fluently. There is a problem with smaller companies, because 

they prefer the supplier knows their language.  

 

Reasons for the trend of selling out Latvian plants and businesses  

Through the analysis of many factors, the reasons of such a trend when Latvian food 

producers are selling their plants and business could be following. There is no help from 

the government with taxes for small and middle-size producers. Another thing is that huge 

retail chains are “killing” food producers by buying at a very low price and very tough 

requirements. Thirdly, Latvian employees are not very honest with the employer and there 

are many cases of robbery. The next thing is very interesting – the Latvian consumer 

prefers imported goods to domestically produced, of course, not in all product categories, 

but in most cases. Latvian food producers lack of financial recourses for competing with 

multinational companies which operate in many countries and have completely different 

financial feasibility.   

 

Food producers’ commitment to export 

In table 13 different amounts of the produced products which are exported are shown. Six 

companies export 20% or less of their production, only three companies export half or 

more of their production. These are just numbers which show the importance of the export 

activity itself for the company. Moreover, other variables show the commitment and 

knowledge of the export. One of the issues is the market research done before entering a 

particular market or have been done contentiously. Seven companies which export their 

products have done market research before entering the foreign market. Otherwise, as it 

was described by Inga Grike, it is like a jump in cold water when companies do not know 

if they are able to swim or will sink. There is an institution in Latvian that helps Latvian 

food producers with export issues. This agency called Investment and Development 

agency of Latvia helps producers with information about foreign markets, with contacts 

and even with market research. This service is free of charge for every food producer. The 

tendency in the gain answers is that companies do market research by themselves and this 

is done by visiting countries or gaining information from agents and wholesalers in the 

foreign market. Only two companies are outsourcing some regular market research in 

order to follow market changes and preferences of the consumer on regular basis. So, 

there are cases when Latvian food producers think that there is no necessity for market 

research and are selling their production if someone buys. Or the large amount is exported 
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because in the foreign market they like Latvian production and any additional research is 

not necessary.  

 

 

If a company is entering a new market or is in the foreign market, they should win or 

maintain their market share. As it is described in table 14, four companies have 

promotional budget, but for two of them it is very minimal. This already shows the 

attitude and the commitment as well as understanding about the export itself. Truly, it 

could be because of the financial shortage and difficult situation in which Latvian food 

producers are at the moment.  

 

 

Export activities require human resources and time consumed in negotiations, 

communication and coordination of buyers. Obviously, one sales representative cannot 

work in the domestic market and be truly devoted to export activities. Only few companies 

have separate export department, most often companies have one export manager 

responsible for export activities. In some cases, the help is outsourced when necessary for 

a particular case.  

 

Export correlation with growth of company and growth of profit. 

Most companies would like to have increment in exported products.  Most of them 

consider and believe that export might increase their profit margin and expand the 

business. So, generally Latvian food producers have positive attitude towards export and 

they are open to chances of conquering a foreign market. Only some of the respondents 

think that the best place where to earn the highest profit is in the domestic market as well 

as the costs of the domestic market is growing. These are the only reasons why export is 

not perceived unequivocally positive. 

 

 

Food producers’ present practice of employment of third parties  

The gained information from the interviewees about the employment of third parties is 

quite similar from case to case. Food producers prefer having directs contact with 

Lithuanian, Estonian and Russian market. A more distant foreign market means more 

distributors and wholesalers are employed, because in some cases they take all the goods 
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straight from the producer. According to Graph 1, at the moment the main, export channel 

is colored green. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Some companies are producing their private labels for other companies at the moment. 

Though, they attitude towards of the selling their products under another brand name is 

positive, so far that has been profitable for a company. As it was said by one of the 

respondents, if the company had received money for the produced goods, every thing else 

was not so important. Though, everything depends on the calculations. The most 

important thing is that most companies do not have anything against selling their 

production to a third party so that is afterwards sold under another brand name. But there 

are a few things to add. The required price and volumes are unknown variables and there 

is no information, if it could be acceptable for the third party – trading house. Another 

thing is that companies which are own by Scandinavian companies really would sell their 

production to the potential competitors. 
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Figure 19 Existing export channels of Latvian food producers 
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4.3 Peng’s and Ilinitch proposition validation 
 
All the twelve interviewees were asked their opinion on the propositions made by Peng 

and Ilinitch. The main idea was to find out if they chose an intermediary that would fulfill 

all the five propositions. Following answers were gained.  

Opinion on propositions

10 9
12 12

10

1 3 21

0%

20%

40%

60%

80%

100%

1. 2. 3. 4. 5.

Propositions

Agree Partly agree Disagree
 

Figure 20 Latvian food producers opinions on the propositions of Peng and Ilinicth 
 

Firstly, all the respondents were representatives from the food industry and all of them, 

except one, are exporting their production. As mentioned above, all of them are selling 

their products to wholesalers and distributors in more distant markets. Majority of the 

respondents agreed to the propositions that they would like to have an intermediary for the 

export activities in a more distant and unfamiliar market. Those two which partly agreed 

and disagreed, said that they were not taking into consideration retailers and distributors 

which were essential for them. By this question they understood if there would be some 

third party between them and wholesalers and distributors.  

Majority of respondents agreed to the second proposition, which stated that the 

intermediary would be chosen if they could sell their production. As all the respondents 

are producing high commodity products, that is why the question had been formulated this 

way. Only three of the respondents partly agreed to this proposition saying that it 

depended on the country. It is much easier for manufacturers to have several purchasers 

instead of fifty.  

The third and the fourth proposition were supported unanimously. All the manufacturers 

are interested having the best deal and selling the highest volume of their production. So, 
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if the calculation were in favor for the intermediary, they would definitely choose a third 

party. It is only rationally and logically that food producers would an choose intermediary 

that is better at closing business deals with lower negotiation costs.  

 

Majority agreed to the last proposition, except for two respondents, where their decisions 

are based on the location of the country, offered price and reliability of the export 

intermediary. Generally, all the respondents who agreed to the proposition said that 

everything depended on regularity and offered price. 

 

4.4 The main barriers of Latvian export.  
All the respondents valuated their export barriers. All the export barriers are divided into 

the company barriers which are colored green and the industry export barriers, which are 

colored yellow. It was done this way in order to see which the main barriers are after the 

analysis. It is important to see if the main barriers stem from the internal problems of the 

company and produced products, or if these barriers emerge of external factors such as 

industry characteristics and export market characteristics. In order to find the coefficient, 

which could show the main barriers of the Latvian food producers the following action 

was done. Firstly all the answers where accumulated into a table, where frequency of the 

answers were demonstrated. Afterwards, all the answers for each factor were summarized 

to get the number of answers (coefficient C1), because not all the people had answered the 

all the question. Secondly, importance of all the answers was calculated multiplying 

importance of the barrier with the number if answered (coefficient C2). Finally, correct 

coefficient that could show the significance of the barrier was obtained by dividing C2 

with C1. The results are presented in table 17.  

Seven barriers of the all mentioned barriers above, Latvian food producers seemed as huge 

barriers and middle barriers. This is reflected by the coefficients 2 and up to coefficient 3. 

Afterwards, other barriers did not seem such an acute pressing problem for the current 

case of the Latvian food producers. The fist barrier was the open choice barrier, where the 

interviewees could name other barriers which were very important for them but were not 

included in the list of the barriers. The main barriers mentioned by interviewees were the 

lack of knowledge of languages and the period of use of their products. Both of these 

barriers are internal barriers.  
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N r. B arriers 1 -  h uge 
barrier 2 3 4

5 – no 
barrier 

at all

1  b arrier 
* answ er

2 b arrier 
* an sw er

3 b arrier 
* an sw er

4 barrier 
* answ er

5 barrier 
* answ er

Sum  of 
coeffic ien t of 

b arriers C1

Sum  of th e 
resp ond ents  

C 2

Sum  o f 
coeffic ien t of 

barriers  /  Sum  
of the  

respo ndents

1

O ther:Lack o f language 
know ledge
P ro ductio n's perio d o f use

2 4 2
2 8 6 0 0 16 8 2,00

2 L ack o f co mpetit ive prices 2 3 6 1 2 6 18 0 5 31 12 2,58

3

L ack o f reso urces fo r expo rt
pro motio n and after sales
assistance pro grams

2 4 3 2 1

2 8 9 8 5 32 12 2,67

4
L ack of internationally reco gnized
brand names

2 3 4 2
2 6 12 0 10 30 11 2,73

5 L ack o f kno w ledge abo ut expo rt 2 1 7 1 1 2 2 21 4 5 34 12 2,83

6

L ack o f financial reso urces to
co nduct market research in
o verseas markets

2 4 1 1 3

2 8 3 4 15 32 11 2,91

7
S tro ng co mpetitio n in expo rt
m arkets

4 4 2 1
0 8 12 8 5 33 11 3,00

8 Fo reign market  regulatio ns 1 1 5 2 2 1 2 15 8 10 36 11 3,27

9
L ack o f perso nnel trained and
experienced in expo rt  marketing

1 2 2 4 3
1 4 6 16 15 42 12 3,50

10
L ack of management co mmitment
to  develo p expo rt  activities,

2 2 1 1 6
2 4 3 4 30 43 12 3,58

11 H igh transpo rtat io n co sts 3 4 5 0 6 12 0 25 43 12 3,58

12
D ifficulty in making contacts and
co mmunicating w ith buyers

1 1 2 4 3
1 2 6 16 15 40 11 3,64

13
A bility to identify buyers in fo reign
m arkets

1 5 3 3
0 2 15 12 15 44 12 3,67

14 Y our firm’s size 2 3 4 3 0 4 9 16 15 44 12 3,67
15 D ebts o f c lients and unpaid bills 1 4 2 4 1 0 12 8 20 41 11 3,73

16
Image of yo ur product in the
fo reign market

1 3 4 3
0 2 9 16 15 42 11 3,82

17
C o mplexity o f paper w ork
invo lved, pro cedural co mplexity

1 1 2 3 5
1 2 6 12 25 46 12 3,83

18

L ack o f experience to adapt
( tradit io n, taste , co nsumer
behavio r)

1 2 3 5

0 2 6 12 25 45 11 4,09

19
Failure to meet buyers packaging
and labeling requirements

1 3 1 7
0 2 9 4 35 50 12 4,17

20 L ack o f technolo gy 1 1 1 1 8 1 2 3 4 40 50 12 4,17

21
Failure to meet buyers’ quality
requirements

1 2 1 7
1 0 6 4 35 46 11 4,18

22
E xport m etho ds o f payment/
payment;

1 2 2 6
0 2 6 8 30 46 11 4,18

23
G eneral image o f Latvian pro ducts
in the fo reign market

1 3 8
0 0 3 12 40 55 12 4,58

24
D irect expo rt barriers o r co mplex
go vernment bureaucracies.

2 10
0 0 6 0 50 56 12 4,67

Table { SEQ Table \* ARABIC } Coefficients of the export obstacles of the Latvian food producers 
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The second barrier with coefficient 2.58 was an external factor – the lack of the 

competitive price. Latvian food producers consider the cost of the supplies, 

manufacturing, human recourses and the manufactured volume are the main reasons, 

why the final price in not so competitive in the market. They say that there are other 

countries which are able to sell cheaper products. Sometimes, they blame the policy of 

the Latvian government, sometimes specifics of the products as well as the above 

mentioned reasons.   

 

The third barrier found was lack of resources for export promotion and after sales 

assistance programs with coefficient 2.67. This is an internal factor or a company 

barrier. The reason why this barrier has been valuated as the third biggest barrier 

could be for several reasons. The first reason could be that the export activity is not a 

primary activity for the company as we can see from the table where the share of all 

the exported production is shown. Accordingly, companies do not support well export 

promotion and after sales assistance. The second reason could be following. As the 

major respondents were export managers or sales directors, it is only essential that 

they consider that there is too little money given to their departments and activities 

there. It happens very seldom that someone is satisfied with divided money. 

Moreover, the third reason could be that Latvian producers do not have such money to 

allocate it to such an activity.     

 

The fourth barrier is the internationally recognized brand names, with the coefficient 

2.73. This is a very interesting thing that companies do not invest in promotion, but 

simultaneously lack of internationally recognized brand names seems as obstacle or 

barrier. 

 

The next barrier is an internal barrier with the coefficient 2.83 – lack of knowledge 

about the export markets. This barrier stems out from the fact that market research is 

done in very few cases as well as that in the companies there is no separate export 

department, which would have time for the market research. Although the LIAA 

provides companies with the information about the foreign markets, but some of them 

take advantage of this.  
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And the next barrier that is valuated by coefficient 2.91, shows the reason why there 

are only few companies which conduct market research on regular basis and answers 

the question why there is the limited knowledge about the export market. The answer 

is limited financial resources to conduct market research, because it is quite expensive 

to do this.  

 

The last barrier that stands on the border to be small barrier with coefficient 3.00 is 

strong competition in the export market. This barrier is an internal force and could be 

described as export market characteristics. This is only normal that there is stiff 

competition nowadays in the Food industry itself – between retail chains, brands, 

producers etc. That is the reason why all food producers not only in Latvia should 

think about the best combination of the price and quality.   

 

All the following barriers are with coefficients above three, which means that majority 

of the companies have valuated them as not important barriers for them and that is the 

reason why these barriers are not going to be examined in more detail.  

 

In the graph below the main barriers of Latvian import from the Swedish side and the 

main barriers from the Latvian side are presented. This graph represents the key 

qualities that Swedish gatekeepers are looking for when evaluating suppliers. 
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Barriers of Latvian 
import: 
 Tight bonds with 

existing suppliers from 
Northern Europe 
which have been 
developed due to 
history. 
 Lack of 

knowledge about the 
Latvia and produced 
products there. 

What Swedish gatekeepers want to see from suppliers: 
 Quality of products; 
 Good price; 
 Long term relationships and personality of sellers; 
 Cultural: social political aspects – interested in 

ethical business.  

Main export barriers: 
 
 Lack of language 

knowledge; 
 Products’ period of use;  
 Lack of competitive 

prices; 
 Lack of resources for 

export promotion and after 
sales assistance programs; 
 Lack of internationally  

recognized brand names; 
 Lack of knowledge about 

export; 
 Lack of financial 

resources to conduct market 
research in overseas markets; 
 Strong competition in 

export markets. 

Figure 21 The key obstacles from the side of Latvia and Sweden 
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5. Conclusion 

In order to validate Peng’s theory on the trading house, the main problems and 

obstacles of Latvian food producers are found in exporting their production to 

Sweden. Subsequently, proposition of Peng will be examined one by one to find out 

whether the trading house, fulfilling all the five propositions of the Peng and Ilinich, 

could overcome the obstacles of Latvian export to Sweden.  

 

First of all, according to the information gained in the empirical study, Latvian food 

producers agreed on all the five propositions of Peng and Ilinitch. This shows that 

idea behind these propositions could solve some of the problems or has a positive 

effect on the performance of Latvian food producers in the foreign market.  

 

Thus the implementation of the first Peng and Ilinitch’s proposition “The more distant 

and unfamiliar the markets are, the more likely the intermediary will be selected by 

manufacturers” could overcome the following existing problems. Firstly, this could 

solve the current passive role of Latvian food producers when looking for purchasers 

abroad. All the interviewed companies are presently selling their production to 

wholesalers and distributors in the distant markets. In their mind, this solves a lot of 

problems concerning paper work, foreign market regulation and other problems. 

Instead of choosing an intermediary in the export country, Latvian food producers 

could choose a domestic intermediary in the future, which would operate with higher 

commitment to Latvian food producers. 

 

The idea behind the second proposition: “The higher the commodity content of the 

products, the more likely the intermediary will be selected by manufacturers” could 

solve following obstacles. Though, it is important to mention that all food producers 

have a high-to-average commodity content of their products. This means that most 

intermediaries are already selected by the food producers. A trading house could, by 

combining the strength of Latvian food producers, reach economies of scale and 

economies of scope, which could solve the problem of the lack of a competitive price 

in the export market.  
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The implementation of the third proposition: “The more knowledgeable about the 

markets and export processes and thus the lower search costs, the stronger the 

performance of the intermediary” could overcome the following export barriers. 

Many companies have problems with the knowledge of the export and export markets 

as well as lack of financial resources to conduct the market research in the overseas 

market. So, by fulfilling third proposition, the trading house could overcome these 

problems.  

 

The fourth proposition of Peng and Ilinitch “The greater the ability to handle 

negotiations and thus to lower negotiations costs, the stronger the performance of the 

intermediary” could solve the subsequent problems. The main barrier mentioned by 

export managers and directors was their lack of language skills. So, the trading house 

could, by fulfilling the fourth proposition, overcome this problem, which would 

definitely lower the negotiation costs of the food producers. Otherwise, the food 

producers are forced to get translator help to conduct any negotiations with 

purchasers, which would increas negotiation cost. Moreover, this proposition could 

provide Swedish gatekeepers with the long-term relationship they are interested to 

have.  

 

The final proposition “The greater the willingness to take title of goods and thus to 

lower monitoring and enforcement costs, the stronger the performance of 

intermediary” does not directly solve any existing problems and obstacles of Latvian 

food producer. This proposition is favorable and greatly supported by Latvian food 

producers, although the frequency of purchase, volume and price are more important 

factors.   

 

The main idea of a trading house is to become a large scale intermediary, who could 

combine the strength of the Latvian food producers, produced value-added products, 

be able to sell in high volumes and to sell these products under one brand. It is very 

important that the whole production would be branded by one mark, which would 

ease the task of marketing, promotion and recognition in the export market. So, the 

trading house could overcome or a least do something decent in favor of solving other 

existing problems, such as lack of resources for export promotion and after sales 

assistance programs. The trading house could also become a reliable partner of 
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Swedish gatekeepers. It would inform about and offer different products from Latvia, 

improving Swedish gatekeepers’ knowledge of Latvian food products and supply 

opportunities from Latvia. Subsequently, a trading house could, by offering 

qualitative products at a competitive price in adequate volumes, become a viable 

competitor of the existing Northern European suppliers. Since these factors are more 

important to Swedish gatekeepers than the country of origin, Swedish gatekeepers do 

not have negative attitude towards Latvia and Latvian food products, they just have 

not been used to look for suppliers from the Baltic countries, since they and especially 

Latvian food producers have been quite passive over the past and Swedish 

gatekeepers have poor knowledge about products offered, as well as quality standards 

in the Baltic countries.  

 

There are two existing obstacles which the trading house could not overcome better 

than a single Latvian food producer at the moment. The first obstacle is the strong 

competition in export markets, where the trading house and their products will have to 

stand stiff competition and by better performance than other companies obtain their 

market share. The second obstacle is the main existing hindrances of the Latvian food 

producer – the period of use. This hinder could be overcome over the time by 

investing in the research and development and improving or creating new recipes or 

technologies of the products with sufficiently long period of use for the Swedish 

market.  

 

Four of the five Peng and Ilinitch’s propositions solve current obstacles and 

hindrances of the Latvian food producer, though the fifth proposition does not solve 

any obstacles directly, it could have a positive impact in long run. Thereby, the 

hypothesis has been verified that a trading house could, by fulfilling all five 

propositions of Peng and Ilinich, overcome the obstacles for Latvian export to 

Sweden.  
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6. Reflections  

During the creation of my thesis much interesting information was gained and 

accumulated. Some of this knowledge will be put in use as primordial for possible 

further research, but other displayed as suggestion for the more successful 

performance of the trading house than individual producers.  

 

The recommendations for successful performance of the trading house in the Swedish 

market are subsequent:  

 

 Probably in the beginning start to do business with smaller companies in the 

Swedish market. Due to the fact that decision processes of smaller companies 

are quicker and the volumes and delivery regulations more favorable for 

newly established company. 

 Probably in the beginning the “test” business could be with smaller shops 

owned by immigrants in the biggest cities of Sweden.  

 For successful launch of a business, the trading house definitely should have 

good presentation material of the company with set offer of the volume, price 

and quality specifications. These would be an additional benefit, if the trading 

house had some references of business in the Swedish market.  

 In order to overcome the country-of-origin effect of Latvia, which is neutral at 

the moment in the view of Swedish gatekeepers, the trading house could do 

well by offering high quality, with appropriate quality standards and putting 

all of their thing into good order.   

 Maybe together with the Latvian institutions strive to create a positive image 

the of country by offering high class and qualitative production to Swedish 

market and Swedish consumers.  

 Pay much attention to the relationship with Swedish gatekeepers, most of 

them valuate and appreciate this very high. In most cases it is a key condition 

to start a business with them at all.  
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Shortage of the research: 

 

 Almost all the respondents of the interviews where purchase directors and 

marketing directors. These are persons who do daily business with export and 

import issues. Though, the main decisions are made by executives, who set the 

short and long term plans and strategies. There is no information if the attitude 

and opinion towards the discussed issues are the same or similar with the 

gained ones.  

 Many Latvian businesses are bought by the Scandinavian countries, and that is 

why there is a doubt that these food producers would agree to sell their 

products to the trading house that would compete in the country of the sister or 

mother enterprises.  

 

Possibility for further research: 

 

In this research the trading house concept was examined only from the side of 

possible establishment of such intermediary in order to overcome existing problems of 

export. This is the reason where future implication could include: 

 

 A detailed study of the foundation and operation of the trading house from the 

economical point of view, by working out and evaluating the financial side of 

this concept. 

 Exploration and investigation of the legal issues concerning this matter in the 

context of Latvia and Sweden.  
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Appendix 1 

Description of the purchase 
 

ICA 

ICA provides an Internet service – Levnet, in order to facilitate an information flow 

between ICA and its suppliers. The main concept of this service is that it is one 

coherent information channel, where a supplier can find information without 

contacting ICA. All suppliers of ICA should have an access to Levnet. So, all 

suppliers should be registered in Levnet. The process takes several steps before a 

potential supplier becomes the supplier of ICA. ICA has its own required criteria, on 

which all potential suppliers are evaluated. If a supplier meets those criteria, ICA 

provides an opportunity to join to Levnet and to display its products that he offers. All 

products are qualified in two groups – food and non-food. . 

According to Swedish low, all the companies dealing in food industry should have the 

internal system that manages and controls all risks which is related to hygiene. So, all 

the foods suppliers that attempts to be suppliers of ICA must work under Hazard 

Analysis Critical Control Points (HACCAP) and non-foods suppliers must work 

under ISO 9000. 

 

Coop Norden 

Coop has an advantage to make a purchase for whole Scandinavian market, because 

of interconnection between different parts of the concern. It guaranties high quality 

products for lower price Purchase functions are divided into three main groups – 

foods, non-foods and DIY&Garden. Coop is responsible for united negotiation and 

the selection of supplier. Furthermore, Coop Norden Food is divided into seven 

purchase categories, which includes all the tasks and responsibilities towards food 

sector. 

Noteworthy to mention is that there is a new company Coop Inkop & Logostik AB 

(Cilab) that is owned by Coop Sverige. The aim of this company is to combine and 

organize all the national purchases and logistics into one enterprise. Doing so, they 

strive to strengthen the position of the Swedish cooperation in the increasingly 

competitive business environment.  
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Axfood 

Suppliers, who have certificate of any Global Food Initiatives standards, only might 

be the suppliers of Axfood. Axfood practises to attend their suppliers in order to 

evaluate supplier’s knowledge about the products and innovation of products. The 

specification (country of origin, content etc.) about the each product is required. 

Axfood accomplishes their own microbiological and chemical analyzes. Those 

analyzes might determine if the date of utilization is appropriate or if the product is 

clean of different poisons. Axfood always controls if there is displayed all the 

necessary information about the content of the product. Axfood even requires 

information from their suppliers how they recycle their garbage Axfood perception 

towards quality is related to criteria such as – image, taste, consistency, nutritionist, 

environment and safety. 

 

Netto 

The central warehouse of Netto is located in the southern part in of Sweden and the 

main headquarter is located Falkenberg. Netto purchase specialists are cooperating 

between countries and Dansk Supermarked. All the Netto stores have approximately 

the same assortment and around 1000 products. 

 

Lidl 

The main strategy of Lidl is to buy in bulk and take an advantage of the worlds lowest 

prices. Afterwards by adding a bit of price, Lidl has an opportunity to offer products 

in the low price segment. As well as Lidl refrains from extra product demonstrations 

and the equipment of stores, that increases the costs. 

 

HoRaCa sector 

In this distribution channel the price plays the decisive factor. Purchase is only done, 

when it is necessary. There is cycle of the purchase that describes different steps.(See 

picture. Cycle starts by recognizing a need and process towards in satisfying this 

need. First step is the request for information from the potential supplier and Request 

for Quotation. To these question supplier answers with its offer. Then there is process 

of the evaluation of supplier and products, till the most appropriate has been chosen. 

After the both sides (demand and supply) have agreed on, the purchase can take a 
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place. There is another stage in the process dealing with the delivery of the goods. 

Most of the times it depends on the contract or what have been agreed upon. There 

could be applied different Incoterms (EX Works2 till DDP3). Besides those contracts, 

the additional work is related to the products checking. Afterwards, the decision 

should be made where to place the products – moved forward or placed in 

warehouses. The documentation is administered by supplying company, middleman 

or transport carrier agent as representative of buyer. The assessment of the purchase is 

really important. This step could reveal information about the evolution of the whole 

purchase process and if the supplier is relevant to the future cooperation. 

 

All requirements on foods are worked out by the EU and those rules are applied on 

the all EU countries.  
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Appendix 2 

Questions for interview with purchasers 
1. Has your company any Latvian suppliers? 

2. If yes: 

2.1. What does your company purchase from Latvia? 

2.2. Do you purchase company directly from the producer(s) or do you 

employ a third party?  

2.2.1. If yes, what kind and why? 

2.2.2. If not, why? 

2.3. Is the Latvian supplier the main one in this product group or the 

complementary one?  

2.4. Why did your company choose to purchase this particular product 

from Latvia? Which was/were main reason(s)? 

2.5. Are you satisfied with choice made in terms of quality of products, 

delivery and price?   What are your experiences in dealing with 

Latvia? 

2.6. Are there any areas in which Latvian importer/producer could 

improve its performance?  

2.7. In your opinion are any flaws in the performance of the Latvian 

importer/producer. If there are any, please exemplify.  

3. If no,  

 

3.1. Which are the main reasons? If possible, please name them. (For 

example: accessibility, failure to meet quality demands and quantity, 

bad image.) 

3.2. Are there any product or product groups that your company would 

like to purchase in Latvia? (maybe if there would not be obstacles 

mentioned above) 

3.3. Have you received an offer from any food producer or importer from 

Latvia, which you chose to forego in favor of suppliers from other 

country (ies)? If so, why? 
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3.4. If the Latvian producers were certified by KRAV, ISO 1998, ISO 

2000 and/or BRC, would that have an impact on your decision of 

making a Latvian company supplier or not?  

4. Does your company purchase any products from Lithuania and Estonia? 

5. If yes, 

5.1. What kind of products? 

5.2. Which were the main criteria for these decisions?  

6. If no, 

 

6.1. What were the main reasons? 

6.2. Did you have an offer for any food producer or importer from those 

countries, which you declined in favor of suppliers from other 

countries? Why? 

 

7. If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

 

8. Which factors influence purchase decision and to which extent? 

 Characteristics of the supplying company; 

 Characteristics of the products; 

 Variety of products offered; 

 Pricing factors, including volume and promotional discounts; 

 Marketing support to the product or brand; 

 Reliability and ability to comply precisely with delivery 

conditions; 

 Personal and interpersonal factors. 

 Other factors; please specify… 

 

9. Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc?  

 

10. Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 
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Appendix 3  

Interviewee Segment Sector Location Purchase 
from Latvia 

Maneger of dry 
and frozen 
food 

Retail  Sweden + 

Product group 
manager 
 

Retail  Sweden  

CEO of 
Purchase 
department 

Retail  Sweden  

Imported food 
maneger 

Food 
producer 

Meet Sweden  

Purchasing 
Maneger  

Food 
producer 

Meet Sweden  

The purchasing 
maneger EU 

Food 
producer 

Meet Sweden  

Purchase 
director of 
integrands 

Food 
producer 

Bread stuff Sweden  

Purchaser of 
other products, 
except grain 

Food 
producer 

Bread stuff Sweden  

Daily purchase 
director 

Food 
producer 

Juice Sweden  

Purchase 
director 

Food 
production 

Honey 
products 

Sweden + 
Purchase 
director 

HoRaCa 
sector 

Ingredients  Sweden + 
Purchase 
director 

HoRaCa 
sector 

 Sweden  

Purchase 
director 

HoRaCa 
sector 

 Sweden  
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Appendix 4  

Transcripts of the interviews with Swedish gatekeepers 

A company  

Interviewee – Category manager 

Retail sector 

 

E: Which are the products groups that are you are responsible for, except crab sticks? 

I: I am responsible for purchasing products such as all kinds of frozen food and all 

kind of baby care products. 

E: Do you purchase any food products from Latvia at the moment? 

I: Time to time we purchase some crab sticks from Latvia, but that is commonly 

available trading product. There are many players in the Swedish market offering 

such a product. We buy the products from outside, if there is necessity for volume. 

Time to time agents in the Swedish market offers crab sticks from Latvia.  

E: Have you ever purchase crab sticks directly from producer? 

I: No, always from traders. We do not have direct contact with Latvian companies 

when it comes down to crab sticks. 

E: How you would explain that? Which are the main reasons? 

I: Probably it is due to history. Yes, I should say history. Some Eastern countries, like 

Poland, have tried to export frozen vegetables, but they did not manage to satisfy the 

volumes of Swedish market. Due to history, we are more into traditional northern 

European suppliers from Germany, Holland and Belgium. Yes, I should say history. 

We haven’t done any sourcing from suppliers in Estonia, Latvia – all the Baltic 

States. And they haven’t been here either, that’s probably the reason. Since we all 

are human beings, like you and me, the best explanation is history. 

E: Are you satisfied with the quality and price of crab sticks you bought from Latvia? 

I: Yes, we have been satisfied, but it is really inexpensive product. And if you have an 

inexpensive product, consumers are normally happy. But if you buy very expensive 

products, you are usually more careful with the quality. I should say that we got 

normal quality for that low price. I should say it is ridiculous prices for the serine 

things. The quality of the Latvian crab sticks are as good as every ones elses. 
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E: You as the purchase manager, are you aware of other Latvian produced food 

products? 

I: You mean, if we are looking for some other products in Latvia? 

E: I mean if you are aware of products, that Latvian food manufacturers produce, 

which would be interesting for your company? Or you don’t know that Latvian food 

producers could offer? 

I: We don’t know that Latvian producers could do for us. But also when it comes to 

purchasing for some private label, we purchase in very big volumes, e.g. tomatoes. 

We put much effort in that and it is good to know that the suppliers can supply us 

and who they are. We are doing just some business with Baltic region.  

E: Have you received any offer from any food producer or importer from Latvia? 

I: No, I haven’t. Normally, I should say, there are contacts between us and the 

suppliers every week. But when it comes to Latvian suppliers we have little contact. 

We have our website, through which we receive a lot of mails. This is a problem; if 

you send just an email it is very hard to do something. You should have direct 

contact of the responsible person, if you understand what I mean.  

E: It could be the matter of accessibility? 

I: Yes, I could say so. I don’t know if Latvian food producers have done something 

like a small Latvian exporters forum, a kind of mini fair in Stockholm, but it could 

help to present what Latvian producers can offer. 

E: If Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or BRC, 

would that have an impact on your decision of making Latvian companies 

suppliers?  

I: I do not know much about the Latvian quality system, but definitely they should 

have some. If we supply something for our private labels, our suppliers should have 

a BRC certificate. We must have traceability and we need to know from where the 

products come. The best certificates are BRC and the latest ISO is also good.  

E: If your company needs a new supplier or a new product group, how will you 

proceed to find them? 

I: Of course we play an active role, if we want a new product,. But if you have a 

standardized business with big suppliers, much depends on volumes and logistics. It 

is very important, for example, that 6000 thousand tons of potatoes wouldn’t stay in 

warehouse for six weeks, then all the profit calculations would soar. We have 

logistics lines working, which are very important. If it is a new supplier  we are 
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more active. Usually we find new suppliers at trade shows and trade fairs, for 

example in Amsterdam, it is really good meeting point for the new suppliers.  

E: How important is the characteristics of the company? 

I: The main thing is that we need to be sure that we can rely on the supplier. 

E: Is it important for the company that from the supplier can supply different kind of 

products, not just one or two products? 

I: It is important due to logistic factors. We have our own logistics company, taking 

care of that, but there should be a certain movement. It is matter of the calculations, 

if they have the right price and logistics. 

E: How do you evaluate the pricing factors and the promotional discounts? 

I: Promotion discounts don’t matter so much, because we have our calculation 

estimates. The important factors we are looking at are price and quality. But if we 

need 100 thousand tons of a product and the supplier can only provide us with 80 

thousand, we can’t do business with the supplier. 

E: How do you evaluate the interpersonal factors?  

I: It plays a role, of course, it is much easer to do business with the supplier if you 

understand each other. It depends on the product group. There are products for 

which you need to have a pretty close relationship. We are interested in the long 

term relationships.   

E: If there were a new brand in the stores, would you expect it to have marketing 

support from the producer? 

I: Yes, sure. But I should say, it is not impossible, but very tough for a new brand, 

since we have really strong brands in the stores. There is one market leader and then 

private label alternatives. It is very, very tough. 

E: But if there would be a quite known brand from Latvia, would you accept this to be 

sold in your stores? 

I: Yes of course, but there are very tough calculations behind that. In our stores as 

well as in the Swedish market there are very strong brands already. This is the 

reason why the entrance of a new brand could be tough.  

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: I shouldn’t say. But I don’t know, maybe they have been specialized in certain 

areas. But as we discussed before, due to history, we have had little contact with 

Baltic region. My spontaneous reaction is – no differences.  



 

 {PAGE  } 

E: Do you take into account the country of origin, when are you looking for new 

suppliers? If yes, to which extent and in what way? 

I: Yes, we take that into account. But it depends on the product group. When it comes 

to the chicken, we really watch where it comes from. In the Swedish market it 

should be from the Sweden, the exceptions are from Denmark and then Germany. 

But what do you mean by that the raw materials or the processed food? 

E: It would be great if you could explain if there are any differences. If there are, what 

kinds of differences are there?  

I: We prefer suppliers and producers from the same geographical area, due to 

environmental issues, calculations and things like that. We as a company takes into 

account the environmental problems. There is the great difference if a product really 

should be domestic in order to be sold. We are looking at price and quality mainly. 

E: Maybe you could mention the main product groups that the costumers are sensitive 

to? 

I: I can give the answer for my product groups, which are beans, hamburgers, and 

chicken products that should be examined for salmonella.   

 

 

B Company 

Product group manager 

Retail sector 

 

E: Which are the main product groups that you are responsible for? 

I: Frozen food, canned food, bakery, ice-cream and cigarettes. 

E: Has your company any Latvian suppliers? 

I: No 

E: Which are the main reasons? 

I: The main reason is that I haven’t had any contact with suppliers from Latvia and 

haven’t received any offer from Latvia. 

E: Are there any product or product groups that your company would like to purchase 

in Latvia? 

I: I don’t know anything about Latvian suppliers. 

E: Which are the certificates, which suppliers should have to sell to your company? 

I:  They should have ISO, HACAP and most favorably BRC certificates.  
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E: Does your company purchase any products from Lithuania and Estonia? 

I: No 

E: What is the reason? 

I: The same reasons, as for Latvia, I haven’t got any offer from them. 

E: If the company needs a new supplier or new product groups, how will you proceed 

to find them? 

I: Actually there are two ways. If it is private brand, there is another organization that 

makes all the negotiations for us. When it comes to other brands, then I am doing 

nothing, except waiting for the offer. 

E: When are you evaluating the potential supplier, is it important, that he could offer a 

wide variety of products?  

I: No, actually it doesn’t matter, as long as it is a good, interesting product with good 

quality and price.  

E: How do pricing factors, including volume and promotional discounts influence the 

decision?  

I: Actually, everything that make easier to sell with profit, influences our decision.  

E: If a Latvian brand would like to enter in your retail chain by the new product are 

you expecting marketing support from the company?  

I: Absolutely, it would be very difficult to launch a product that no one knows 

anything about and it is very expensive to launch a new product or a product line.  

E: How do you look upon personal and interpersonal relationship with the suppliers? 

I: We don’t have any closer relationship, only business relations.  

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation, etc? 

I: We have suppliers from many countries and we are interested in the quality and 

price. But between Baltic countries I don’t see any difference.  

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: In certain areas, yes. We take into account that is important for the consumer. We 

take into account the country of origin for meat and chicken. For other products it is 

not so important. But still we would prefer to get supplies from the country with a 

more positive country of origin effect. 
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C Company 

CEO of Purchase department  

Retail sector 

 
E: Has your company any Latvian suppliers? 

I: Yes, but only for supply to Latvian and/or Baltic operation. For Sweden no 

business 

E: Which are the main reasons? 

I: For no particular reason but commercial decision taken when nominating suppliers. 

We see suppliers improve on quality, be more active on exports and implementing 

food safety standards. This will give good chances for the future business 

development. Future strong demand from domestic market plus interest from EU will 

give incentive to catch up with new needs and consumer trends. Improvement in 

capacity may also give better position on export market in the future. 

E: Are there any product or product groups that your company would like to purchase 

in Latvia? 

I: Latvia can be competitive in several categories like canned, dry, frozen, fresh, dairy 

and meat 

E: Have you received an offer from any food producer or importer from Latvia, which 

you chose to forego in favor of suppliers from other country (ies)? 

I: for strictly commercial reasons where any supplier from any EU (or worldwide) 

country can compete in tendering process when we source for private label supply. 

When suppliers are nominated and selected this decision is taken on commercial 

basis. We do business with companies – not countries   

E: If the Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or 

BRC, would that have an impact on your decision of making a Latvian company 

supplier or not? 

I: We request certification in accordance to BRC, Efsis, IFS etc. We also look into 

social conditions at production plants. This goes together with our concerns for 

environmental issues. 

E: Does your company purchase any products from Lithuania and Estonia? 

I: Very few products 

E: Which were the main criteria for these decisions? 

I: Commercial criteria together with food safety 
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E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: Once you are in the business for a certain category you know where todays supply 

can be found and at the same time look for new suppliers from new origins.  

E: Which factors influence purchase decision and to which extent? [I name them] 

I: All of above and many more. For example financial aspects, logistics, future 

development of new products, long term thinking. Food safety and social conditions 

already mentioned, as well as environmental way of thinking and awareness. 

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: We have no ranking on this question 

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: It goes together with the characteristics of the product and/or category. The 

company list 140 categories covering and 20.000 products and it not possible to give 

general answer. We find the source world wide and have preferences related to price, 

quality, social aspects environmental issues, transports etc. 

 

 

D Company 

Imported food manager  

Food producer / meet  

 
E: Which are the main product groups that your company deals with?  

I:  We are in the meet business.  

E: Has your company any Latvian suppliers? 

I: No, we don’t have. 

E: Which are the main reasons? 

I: Quality (salmonella and general bacteriological condition of meat). 

E: Are there any product or product groups that your company would like to purchase 

in Latvia? 

I: If suppliers can live up to our quality requirements and price is competitive with 

other suppliers in EU, then it could be possible to supply from Latvia. 

E: Have you received an offer from any food producer or importer from Latvia? 
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I: No 

E: If the Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or 

BRC, would that have an impact on your decision of making a Latvian company 

supplier or not? 

I: This is in any case a minimum requirement to become a supplier to us, but this is no 

guarantee that the raw material I living up to our quality requirements. 

E: Does your company purchase any products from Lithuania and Estonia? 

I: No 

E: What were the main reasons?. 

I: We are not short of raw material from other suppliers in EU and we do not know 

the general hygienic standard of Baltic countries slaughterhouses and deboning 

plants. We do not know the national frequency on salmonella either, which could be 

a problem since all meat exported for Sweden has to be salmonella tested before 

accepted into Sweden 

E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: Fairs, telephone calls and internet. 

E: Which factors influence purchase decision and to which extent? [I name them] 

I: Characteristics of the supplying company should be that they take into account 

general standards and there is a quality approval. Characteristics of the products are 

demand as general quality of meat, hygienic quality, packaging, labeling and 

distribution. Quality has to comply with our minimum requirements, hereafter the 

prices have to be at or below EU level. Marketing support to the product or brand is 

not important, because we only buy raw material for our further processing, not 

brands. Reliability and ability to comply precisely with delivery conditions; it is a 

minimum requirement to stay a supplier to us. 

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc?   

I: No 

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: No  
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E Company 

Purchasing Manager   

Food producer / meet  

 
E: Which are the main product groups that your company deals with? 

I: All kind of unprocessed meet products.  

E: Has your company any Latvian suppliers? 

I: We have had suppliers from Latvia, but currently we don’t do any business with 

Latvia. 

E: Why did you stop supplying from Latvian supplier? 

I: Because by that time to companies emerge together in Sweden, that became 

suppliers instead Latvian supplier. Though the main reason was that business with 

Latvian supplier was slow, if you want to supply the company should be active. 

Latvian companies aren’t active in the Swedish market in general. We don’t supply 

from the Baltic States, but we know that Estonian and Lithuanian companies supply 

Swedish market with meet.  

E: If there would not be obstacles mentioned above like accessibility and 

communication problems, are there any product or product groups that your company 

would like to purchase in Latvia? 

I: Beef products. 

E: Have you received an offer from any food producer or importer from Latvia lately. 

I: More then half year we haven’t received any offer. The company has to work hard 

to become a supplier, because of different certification, standards and other processes. 

It takes time and lot of energy to start business with the new supplier.  

E: If the Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or 

BRC, would that have an impact on your decision of making a Latvian company 

supplier or not? 

I: It is absolutely necessary to have certification, especially BRC.  

E: Does your company purchase any products from Lithuania and Estonia? 

I: No, but we meet Lithuanian products in the market, but we don’t by anything from 

them. We haven’t been contacted by them. A good way how to perceive us would be 

a good presentational material of the company. That plays a crucial importance for us. 
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E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: Internet and in the major fairs in Europe (for example, in Paris) or we are contacted 

by suppliers that would like to do business with us. We expect that potential 

supplying company knows the specification which are demanded in the Swedish 

market. As well as they have to have already an offer for us. If they come and ask: 

“What would you like to buy from us?”, then they should redo they home work.  

E: To which extent the offered variety of the products influence your decision for 

supplying or not.  

I: It is not so important. Important is the quality and security of offered products. 

E: How would you comment pricing factors and volume? 

I: It depends on the products. If you sell low quality products, then the price is crucial. 

But if the supplier might offer high quality and BRC certification, then the price is 

secondary importance. 

E: How do you look upon personal and interpersonal relationship with the suppliers? 

I: When it comes to business personal relationship is very important, because we are 

interested in the long term business. 

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: I would say Lithuania has better image in terms of mentioned factors above, since 

the German companies has invested into Lithuanian companies.  

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: We prefer to purchase products from countries which have been suppliers for us for 

many years. It is “long rope to go” in order to have a new supplier. I would answer 

more yes. We prefer to purchase from the countries that are specialized in the meet 

sector as Ireland and Germany. 

 

 

 
F Company 

The purchasing manager EU 

Food producer / meet  
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E: Which are the main product groups that your company deals with? 

I: Different kind of meet products, buying from Europe, Asia and South America. 

E: Has your company any Latvian suppliers? 

I: No 

E: Which are the main reasons? 

I: In Latvia animals are good, but the plants (slaughterhouses and deboning plants) 

can’t meet quality standards that we require. We haven’t been introduced by any 

Latvian company so far, too. In Sweden it is necessary to have complete salmonella 

test on meet, though some countries haven’t got such obligation in their low. 

E: If the Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or 

BRC, would that have an impact on your decision of making a Latvian company 

supplier or not? 

I: The HACAP quality certificate is required, but if they have BRC, it is very good. 

E: Does your company purchase any products from Lithuania and Estonia? 

I: No, we are just working with Poland today. 

E: Have you receive any offer from Latvia or Estonia so far? 

I: No 

E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: Usually new suppliers contact us. By the first contact we discuss assortment, 

quality standard, specifications, price and volumes. The next step is to make small 

purchase to see the quality. Very important is the traceability of the supplier for us. 

If every thing is fine so far, then we send our veterinary inspection to the plant, to 

make sure that all necessary requirements are taken into account. It is very 

important that we can trust to our suppliers in every thing. 

E: When are you evaluating the potential supplier, is it important characteristics of the 

company, variety of the offered products, pricing, interpersonal contact? 

I: Characteristics of the supplying company is important and we are looking for the 

company with they own sales department. Price is very important, but still it is 

secondary, because the quality and specifications are more key points. The company 

does a lot of benchmarking that means our company is aware of market price. 

Variety of the products is not so important. The company can purchase two items as 

well, but then we need a high volume and good price of making a volume. 

Relationship between our company and supplier is very, very important, because 
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our company has the philosophy that business should be long term solution.  We 

expect to become good friends with suppliers.  

E: How do you look at situation, if there would be the third party between you and the 

meet producer that could meet all your requirements? 

I: We do business with the traders now as well, but we are aware that is another step 

in the value chain. That is the reason why we prefer to have direct business with 

producers, in order to have the best price as well as in the case of necessity I can 

speak directly with the Quality manager of the supplying company. We prefer to 

have an exclusive connections with the supplier.  

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: No, the most importance is the quality specification. The important thing is that the 

plant is built up which can deliver the fresh meet to Sweden.  

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: There is a double moral for Swedish consumers. If they go out to restaurant, most 

of the meet that they are consuming are imported. The country of origin is less 

important, because the taste and tenderness of meet are primary. Though buying 

meet in the supermarket it is important for the consumers that is domestic meet. Still 

the price play an important role, if there is huge difference between prices; customer 

will go in favor to cheaper meet. More important then country of origin effect is 

quality and traceability of the meet and the right price  

 

 

G Company 

Purchase director of ingredients  

Food producer / bread  

 
E: Which are the main product groups that you are responsible for? 

I: Mostly ingredients for productions like grain, nuts, flavors and all kind of dry food 

(rosins, dry pine apple etc.)   

E: Has your company any Latvian suppliers? 

I: No 

E: Which are the main reasons? 
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I: Usually we buy supplies from few agents for many years. If there would be any 

Latvian agent who we knew, we could consider buying from them as well. But it 

would be difficult to get in, because we have tied relationship with existing 

suppliers. 

E: Which are the main reasons why do you prefer to supply from the agents not 

directly from producer? 

I: It is because we supply wide variety of products and it difficult supply directly form 

source. The other reason is that some countries are too far and it is complicated 

(logistics, paper work and legal issues) to deal with them like Philippines or Iran.  

E: Are there any product or product groups that your company would like to purchase 

in Latvia? 

I: I don’t think so, because Latvia doesn’t have such row material that is necessary for 

our company. We have factory in Latvia that is working there with grain and there is 

no need to supply something additionally form the Baltic region.   

E: Is it important for your company that your suppliers are certified by KRAV, ISO 

1998, ISO 2000 and/or BRC? If yes, to which extent? 

I: It is good if they have that kind of certificates, but we work with suppliers which 

don’t have such kind of certificates.  

E: Does your company purchase any products from Lithuania and Estonia? 

I: No 

E: Why it is so? 

I:  Mainly it is because they don’t have products that we would like to buy. 

E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: Mainly we do that with through the agents. If we need something they look for it 

instead of us. Also we are looking for new suppliers in trade fairs, sometimes we are 

contacted by the agent or supplier.  

E: When are you evaluating the potential supplier, is it important characteristics of the 

company, interpersonal contact? 

I: If it is a new supplier that we are very interested in company profile. We like to visit 

supplying company and see how it works. If we have worked together for a while, it 

is not so important. It is very important that we have a good relationship with our 

suppliers, because we run a long term business.  
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E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: I think it depends on company not so much from the country. Maybe some 

companies are not as reliable as Scandinavian companies. Other wise I can’t say that 

any is better, because every thing depends on company. 

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: Yes, we want to know the country of origin. It is important for us. If we can choose 

between two countries offering almost the same product for almost the same price, 

we would choose the country with better country of origin effect. We look at ethical 

issues also like child labor, democracy. But as I said, all depends on the company 

and we could supply from them, even if the company is situated in the country with 

not so good country of image.  

 

H Company 

Purchase manager of other products, except grain 

Food producer / bread  

 

E: Has your company any Latvian suppliers? 

I: No 

E: Which are the main reasons? 

I: Actually, we haven’t done any deeper investigation in that region and we don’t 

know that Latvian food suppliers might offer us. We usually supply from Nordic 

countries. It is so, because we don’t buy in high volume and there is not economical 

pressure to look outside of Nordic countries.  

E: Have you received an offer from any food producer or importer from Latvia? 

I: No 

E: Is it important for your company that your suppliers are certified by KRAV, ISO 

1998, ISO 2000 and/or BRC? If yes, to which extent? 

I: We are not against having a business with Latvian supplier. If they have right 

certificates, it is not problem for us having them as suppliers.  

E: Does your company purchase any products from Lithuania and Estonia? 

I: No 
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E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: We are looking in Internet (special sites, data bases), fairs and also old connections. 

But we usually try to find new suppliers. 

E: When are you evaluating the potential supplier, is it important characteristics of the 

company, variety of the offered products, pricing, interpersonal contact? 

I: Usually we are looking at the price level. Variety depends on the product and 

product groups that we supply. Sometimes we are looking for the supplier which has 

wide variety of the products, but then we don’t buy large amount. If the supplier is 

the specialist in some area, we can supply one or two products, too. Normally a 

good interpersonal contact is important for us with suppliers. It is good if the 

supplier knows English, preferably Swedish or Norwegian.   

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: I don’t know very much about the countries and how they compete with each other. 

But for me, there is no difference between them in terms of country of origin effect.  

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: For us it is very important factor to know from where the products come from – 

traceability is important. Sometimes we prefer buy from the country with good 

image, because that facts we can use it in our marketing activities for our products. 

We carefully examine our suppliers. There are some products which are consider 

being better from some definite parts of the world, but actually there is no much 

difference.  

 

 

I Company 

Daily purchase director  

Food producer / juice  

 

E: What does your company produce? 

I: Mainly orange juice, carrot juice – these are two larges product groups 

E: Has your company any Latvian suppliers? 

I: No, we haven’t done business with Latvia. 
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E: Which are the main reasons? 

I: I don’t know if Latvian suppliers have the row material we are working with. 

E: In Latvia there are carrots.. 

I: We work with Swedish carrots from Gotland. Carrots from there are very good for 

producing juice. We have tried to work with Polish, French and Dutch carrots, but it 

is not the same quality. Berries we buy from the agents. The main reasons for that 

are volume and logistics. 

E: Are there any product or product groups that your company would like to purchase 

in Latvia? 

I: I don’t know the products that Latvia might have. But it could be some kinds of 

berries. 

E: Have you received an offer from any food producer or importer from Baltics? 

I: No 

E: If the Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or 

BRC? 

I: Suppliers should fallow the regulation from the European Union. Certification 

depends on the products that we work with. In the European Union there are good 

standards to follow, and it is fine with that and we don’t need any other certification. 

We don’t work with ecological products yet, but maybe in the future we will. 

E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: We are looking via internet, fair trades, via conversation with other juice producers 

as well as during travelling 

E: When are you evaluating the potential supplier, is it important characteristics of the 

company, variety of the offered products, pricing, interpersonal contact? 

I: Characteristics of the company are quite important. It is good if they have been in to 

business for few years. The taste of the product are more important then the offered 

variety of products. Price is very important for us, but the taste is primary. Good 

interpersonal contact with suppliers are very important, because then it is easier to 

work with them.  

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: No 
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E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: We always go for taste, quality and the variety of products. The image of country is 

not an issue.  

 

 

J Company 

Purchase director  

Food producer / honey products  

 

E: Which are the main product groups that your company deals with? 

I: We are producing honey and honey products. 

E: Has your company any Latvian suppliers? 

I: Yes, we buy the sauna honey from Latvia. We are sending for packaging our honey 

to Latvia, too. 

E: Do you purchase company directly from the producer(s) or do you employ a third 

party? 

I: We buy directly from producer.  

E: Is the Latvian supplier the main one in this product group or the complementary 

one? 

I: Latvian supplier is the only one from which we supply sauna honey. 

E: Are you satisfied with choice made in terms of quality of products, delivery and 

price? 

I: Yes, I think so 

E: Are there any areas in which Latvian producer could improve its performance? 

I: They had some delivery problems during the autumn, but other wise, no.  

E: Does your company purchase any products from Lithuania and Estonia? 

I: No. 

E: Do you import honey from other countries? 

I: No 

E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: I am not looking for many suppliers in my business, but mainly via Internet and 

different kind of data bases.  
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E: When are you evaluating the potential supplier, is it important characteristics of the 

company, variety of the offered products, pricing, interpersonal contact? 

I: We feel much comfortable, if the company has been in business for a while. It is 

good if the company is not too big or too small. We prefer to do business with the 

middle size companies. Interpersonal relationship is one of the most important 

issues when choosing the supplier. So, important factors are the price, service and 

personal relationship.  

E: What is your opinion about employing any third party? 

I: It depends on the products. If it is high volume product, then it is the best to go 

directly to producer. But I don’t see any obstacles to buy from the third parties 

too, if they can offer the better deal. 

E: Do you expect any marketing support from the supplier? 

I: It is good, but it depends on the supplier if the supplier can or not to do that.  

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: I haven’t seen and heard so much about the Baltic food production sold in Sweden 

in general. Other wise, I don’t see any difference. 

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: I think, yes. For me it is more the region then the country that I take into account.  

 

 

K Company 

Purchase director  

HoRaCe sector / ingredients 

 

E: Which are the main product groups that your company deals with? 

I: Different types of cakes 

E: Has your company any Latvian suppliers? 

I: Yes, we have on supplier from Latvia. 

E: What does your company purchase from Latvia? 

I: We buy some kind of ingredients for out production.  

E: Is the Latvian supplier the main one in this product group or the complementary 

one? 
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I: Yes, we supply from them 

E:  Why did your company choose to purchase this particular product from Latvia? 

I: Because the supplier can offer good quality and cheap ingredients. 

E: What are your experiences in dealing with Latvia? 

I: It is good dealing with Latvian supplier. We have good relationships 

E: Are there any areas in which Latvian producer could improve its performance? 

I: No, every thing is ok. 

E: Does your company purchase any products from Lithuania and Estonia? 

I: No 

E: When are you evaluating the potential supplier, is it important characteristics of the 

company, product, variety of products and interpersonal contact? 

I: Characteristics of the company and products are important for us. It is good if the 

supplier can offer wide variety of products. And for our company it is important to 

have good interpersonal relationships with suppliers. 

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: I don’t know, but I think there is no difference. 

E:  Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: Country of origin is not important, but the quality and price are important. 

 

L Company 

Purchase director  

HoRaCa sector /  

 

E: Which are the main product groups that your company deals with? 

I: We are wholesalers and we work with food, spirits, wine and equipment for 

restaurants. Mostly we supply different kind of caned food, frozen food and other 

kind of food products. Of course the wine, too. 

E: Has your company any Latvian suppliers? 

I: We don’t have supplier from Latvia, but we have suppliers from Estonia. 

E: What does your company supply from Estonia? 

I: Frozen fish, pancakes and we are looking on other things as well. 

E: Which were the main criteria for these decisions? 
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I: We are extending our private food label and that was the reason why we were 

looking for new supplier. We met Estonian supplier in the trade show and 

afterwards we visited Estonia and they became our suppliers. 

E: Which are the main reasons why you don’t supply anything from Latvia? 

I: We haven’t been approach by Latvian companies. Also our knowledge about the 

offered products in Latvia is not good. 

E: If the Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or 

BRC? 

I: Yes, it is very important. ISO, HACAP certificates are essential and BRC is very 

favourably.  

E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: We use present network and trade shows in Europe a lot, in some cases via Internet 

and embassies of different countries.  

E: When are you evaluating the potential supplier, is it important characteristics of the 

company, products, offered variety of products, interpersonal contact etc? 

I: The main thing that the company should be able to produce qualitative products at 

competitive price; they should have their quality insurances documents. Food safety 

is very important for us. When we are sourcing for our private labels, we are 

interested more if they can satisfy volume demand. Interpersonal relationship are 

very important with the supplier, but the most important things are quality, 

insurance and delivery on time.  

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: I have spent much time in Latvia and I can say that in Estonia and Latvia there are 

serious business with high sense of quality. 

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: It is important, but more from the logistic perspective.  

E: What is the company’s attitude towards the third parties? 

I: We have strict policy towards that, we try avoiding agents or importers and going 

directly in business with the producer. 

 

 



 

 {PAGE  } 

M Company 

Purchase director  

HoRaCa sector /  

 

E: Which are the main product groups that your company deals with? 

I: We deal with fresh, dry, frozen food products. 

E: What product does your company supply? 

I: Every thing. 

E: Has your company any Latvian suppliers? 

I: No, directly we don’t do, maybe some agents that we work with sometimes offer 

something from Latvia. 

E: Which are the main reasons that you don’t supply directly from Latvia? 

I: It is tricky question; there are many reasons such as price, quality standards or 

logistics. But I am not sure if we have ever been contacted by any Latvian company. 

That is the reason why I can’t tell some particular reason. 

E: Are there any product or product groups that your company would like to purchase 

in Latvia? 

I: We buy all kinds of product and everything that is produced in Latvia might be 

interesting for us. There should be adequate price and quality. If truly, I don’t know 

which products Latvia is competitive at?  

E: If the Latvian producers were certified by KRAV, ISO 1998, ISO 2000 and/or 

BRC, would that have an impact on your decision of making a Latvian company 

supplier or not? 

I: Yes, that is advantage them having certification or other standards. For us the most 

importance is HACAP certification system, others are favourable. We make 

decisions case to case, supplier to supplier. Important is the food safety.  

E: Does your company purchase any products from Lithuania and Estonia? 

I: No, we don’t have a direct business with them. 

E: If the company needs a new supplier or new product groups, how will you proceed 

to find for suppliers? 

I: First of all we get a lot of offers from the suppliers all the time and they contact us. 

Other wise we use fair trades and our existing contact network.  

E: When are you evaluating the potential supplier, is it important characteristics of the 

company, variety of the offered products, pricing, interpersonal contact? 
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I: Important is that the company is stable and you can rely on the supplier. Offered 

variety of the products differs from product category. For some product it is enough 

that they can supply only one product (sugar), but in other product category 10 or 

more products (spices). It depends. Interpersonal contacts are important, especially 

when we start up business with the new supplier. 

E: Do you perceive any differences between the three Baltic countries in terms of 

quality, price, image, interrelation etc? 

I: It is difficult to say, but I haven’t visit all three Baltic countries. I would say that 

there is no difference between them in mentioned terms.  

E: Do you take into account the country of origin, when looking for new suppliers? If 

yes, to which extent and in what way? 

I: No, it is not so important. More important is the quality, price, reliability of 

supplier. Maybe for some items the country of origin is important, but generally not.  
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 Appendix 5 

 
Sample of food producers in Latvia 

 
Company Interviewee Sector Size Location Exporting to 

Sweden 

A Marketing 
director Fruits 3 Latvia  

B Marketing 
director Fruits 4 Latvia + 

C Export 
manager Beverage 3 Latvia  

D Export 
specialist  Beverage 4 Latvia  

E Director Bread stuff 2 Latvia  

F Sales maneger Bread stuff 3 Latvia + 

G 
Sales and 
marketing 
director 

Fish 2 Latvia + 

H 
Sales and 
marketing 
director 

Fish 3 Latvia  

I 
Sales and 
marketing 
director 

Meat 4 Latvia  

J 
Sales 
prepresentativ
e 

Meat 4 Latvia + 

K Marketing 
director 

Dairy 
products 3 Latvia  

L Export 
manager 

Dairy 
products 4 Latvia  
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Appendix 6  

Questionnaire for the food producers in Latvia 
 

Sector_________ 
Size of the company_________ 

Position of the interviewee_________ 
1. Does your company export any products? 
 
1.1. If yes: 
 

1.1.1. Which countries do you export to? Why? Please give the three main 
ones in descending order. 

 
1.  
2.  
3.  

 
1.1.2. Do you export to any Scandinavian country, particularly to Sweden? 
Why? (If it is not mention in question 1.1.1.) 
 
1.1.3. Does company export directly or employ any third party? 
 
11.4. How large a share of production is exported every year (%)?. 

 
1.2. If no, (go to question 5) 
 

1.2.1. Why does not company export?  
 

2. Does the company do market research in the countries they export to? 
 
2.1. If yes: 
 

2.1.1. Who is responsible for market research? 
2.1.2. How often the market research is done? 

 
4.2. If no: 
 

4.2.1. How do you get information about the market situation, specifications 
and legislation issues? 

 
3. Does company have the marketing budget for promoting products in other 

countries? 
 

4. Do you have an export department? 
 
4.1. If a company has a export department, 
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4.1.1. Do you have several export managers? 
4.1.2. Are they responsible for different groups of countries and/or different 
groups of products? 

2.2. If a company do not have an export department:  
2.2.1. Who is responsible for export in the company? 

 
6. Can growth of the exported production increase profit margins of the 
company in the period of 5 years?  
 
7. Can growth of the exported production expand the business? 
 
8. What is your opinion about following propositions (agree/ partly agree/ 
disagree): 
 
 If the export market is distant and unfamiliar (in terms of geographical distance) 
for the company, would you prefer to sell the products to this market through a third 
party here in Latvia?  
 
 Would your company select to use a third party in Latvia to export if your 
products could be characterized as being to higher degree a commodity. 
 
 If an export intermediary is much more knowledgeable about a certain export 
market, would you use such an intermediary rather sell directly? 
 
 If an export intermediary is better in handling export negotiations, would you use 
such an export intermediary rather than selling directly yourselves? 
 
 If an export intermediary would take the title of goods, you will prefer such an 
intermediary over one who does not? 
 
9. What is your opinion, if there were the third party, who would buy set volume 
of your production on regular bases? Would you agree on selling them your 
production, which afterwards would be sold under another brand? 
 
10. Please evaluate the importance of the following barriers in your export 
activities. 

 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export       
Ability to identify buyers in foreign markets      
Difficulty in making contacts and 
communicating with buyers 

     

Lack of internationally recognized brand names      
Lack of financial resources to conduct market 
research in overseas markets 

     

Lack of management commitment to develop      
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export activities, 
Lack of personnel trained and experienced in 
export marketing 

     

Failure to meet buyers quality requirements      
Failure to meet buyers packaging and labeling 
requirements 

     

Lack of experience to adapt (tradition, taste, 
consumer behavior) 

     

Your firm’s size      
Lack of technology      
Lack of competitive prices      
Strong competition in export markets      
Image of your product in the foreign market      
General image of Latvian products in the 
foreign market 

     

Export methods of payment/ payment;       
Debts of clients and unpaid bills       
Complexity of paper work involved, procedural 
complexity 

     

Foreign market regulations      
High transportation costs      
Lack of resources for export promotion and 
after sales assistance programs 

     

Direct export barriers or complex government 
bureaucracies. 

     

Other__________________________________      
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Appendix 7 

Transcripts of the interviews with Latvian food producers 

 
Company A 
Fruit 
Middle size company (3) 
Marketing director 
 
E: Does your company export any products? 

I: Yes, we export and mainly to Russia, then additionally we export to Lithuania, 

Estonia, Finland and Ukraine.   

E: Why do you export exactly to Finland and don’t export to other Scandinavian 

countries? 

I: There is quite simple explanation. Our company as many others companies today in 

Latvia are owned by Scandinavian. Now we are a part of multinational concern 

and the primarily strategy is to provide domestic market with the products and 

don’t compete with sister companies in other markets. Probably you would have 

question why we export to Finland, because there is our sister company as well. 

The answer is that we produce some production in our plant for our sister 

company and afterwards export to Finland.  

E: Does company export directly or employ any third party? 

I: Export isn’t strategically important for us, since there are many parent and sister 

companies in other countries. We export if they are interested that we would do 

so. In the case of Russia, there is no any “our” companies, so we export there 

through the distributor there.  

E: How large a share of production is exported every year (%)? 

I: Around 10 %. 

E: Does the company do market research in the countries they export to? 

I: Before we enter in the Russian market, we did a slight investigation by ourselves. 

Today we don’t do any market research, because export isn’t strategically 

important for us. 

E: Does company have the marketing budget for promoting products in other 

countries? 
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I: No, we don’t. 

E: Do you have an export department? 

I: No, we have an export coordinator.  

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: Yes 

E: Can growth of the exported production expand the business? 

I: Yes, definitely. 

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 
Proposition Opinion about propositions 

1. Agree 

2. Agree 

3 Agree 

4. Agree 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: Yes, we would agree on that. 

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export    X   
Ability to identify buyers in foreign 
markets 

  X   

Difficulty in making contacts and 
communicating with buyers 

   X  

Lack of internationally recognized 
brand names 

 X    

Lack of financial resources to conduct 
market research in overseas markets 

    X 

Lack of management commitment to 
develop export activities, 

 X    

Lack of personnel trained and 
experienced in export marketing 

 X    
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Failure to meet buyers’ quality 
requirements 

    X 

Failure to meet buyers packaging and 
labeling requirements 

    X 

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

  X   

Your firm’s size  X    
Lack of technology X     
Lack of competitive prices X     
Strong competition in export markets   X   
Image of your product in the foreign 
market 

 X    

General image of Latvian products in 
the foreign market 

   X  

Export methods of payment/ payment;     X  
Debts of clients and unpaid bills     X  
Complexity of paper work involved, 
procedural complexity 

X East    X EU 

Foreign market regulations   X   
High transportation costs   X   
Lack of resources for export promotion 
and after sales assistance programs 

   X  

Direct export barriers or complex 
government bureaucracies. 

X 
Russia 

   X EU 

Other: In the case of Russia, that is 
complexity of bureaucracy. 

     

 

Company B 
Fruit  
Large company (4) 
Sales and marketing director 
 

E: Which countries do you export to? Why? 

I: We mainly export our production to Sweden, Finland, Russia, Kazakhstan, 

Byelorussia, { HYPERLINK 

"res://\\\\ld1062.dll/type=1_word=United%20Arab%20Emirates" }, Ukraine and 

Poland. These countries are our regular purchasers. Our main markets are Latvia, 

other Baltic States, Russia and then Scandinavia.  

E: Maybe you could describe how you succeeded to enter in the Swedish market.  

I: The secret of success in this case is that the product should be competitive with 

high quality and appropriate price. The quality of the product cannot be lower then 

the offered quality of the existing suppliers. Knowledge of the Swedish language 

plays the crucial role in the communication with our clients, because managers in 
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the middle and small companies in Sweden don’t know English so good.  Other 

important aspect is the whole sales process which we have to provide enough 

attractive for our clients in order to choose us, because the image of Latvia isn’t 

the best one for the food products. As well as supplying from Latvia is not the way 

Swedes are used to and the traditional approach for looking for suppliers.  

E: Does company export directly or employ any third party? 

I: We export directly to clients and bill them directly as well. Though, we are in 

collaboration with the export consultant company, which provides assistance in 

negotiations and with closing deals with clients. 

E: How large a share of production is exported (%)? 

I: We export around 60% of our industrial production, but from total turnover of our 

company we export around 6% 

E: Does the company do market research in the countries they export to? 

I: We have done market research, but we are operating in the industrial market, where 

are not so many companies in. In the case of Sweden, through the years the market 

has stabilized and there are few players, so we don’t do so active market research 

on regular basis. There is still tendency of the acquisitions of the companies. We 

haven’t done deep consumer market research, since we operate in the industrial 

market. Market research in the industrial setting means to us to acknowledge 

potential clients, their contacts. Once we have done the research on our potential 

competitors in Scandinavia.   

E: Does company have the marketing budget for promoting products in other 

countries? 

I: Yes, we have. 

E: Do you have an export department? 

I: We have marketing department that simultaneously is marketing and sales 

department. There are several people which are responsible for several regions. As 

you know in the case of Sweden we outsourced the help of the export consultancy, 

too. 

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: Yes it could, only there is difference when you are working in the export market. 

Because the profit on the one kilogram is less in the export market as it would be 
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in the domestic market. The price is the main tool to be able to make interest in 

the new supplier. The price should be competitive with good quality.  

E: Can growth of the exported production expand the business? 

I: Yes, it could expand the business, but it is important to check if this expansion in 

profitable.  

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I:  
Proposition Opinion about propositions 

1. Agree 

2. Agree 

3 Agree Before entering in the market we examine the potential 

in this market and do calculations in order to find out the best 

deal for us.  

4. Agree, if the third party could successfully close the deal. 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: We would carefully exam each case and we would make sure that is profitable for 

us.  

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export      X 
Ability to identify buyers in foreign 
markets 

   X  

Difficulty in making contacts and 
communicating with buyers 

   X  

Lack of internationally recognized 
brand names 

    X 

Lack of financial resources to conduct 
market research in overseas markets 

   X  

Lack of management commitment to 
develop export activities, 

    X 

Lack of personnel trained and 
experienced in export marketing 

   X  
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Failure to meet buyers’ quality 
requirements 

  X   

Failure to meet buyers packaging and 
labeling requirements 

  X   

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

   X  

Your firm’s size    X  
Lack of technology     X 
Lack of competitive prices   X   
Strong competition in export markets  X    
Image of your product in the foreign 
market 

  X   

General image of Latvian products in 
the foreign market 

  X   

Export methods of payment/ payment;   X    
Debts of clients and unpaid bills  X     
Complexity of paper work involved, 
procedural complexity 

  X   

Foreign market regulations    X  
High transportation costs  X    
Lack of resources for export promotion 
and after sales assistance programs 

 X    

Direct export barriers or complex 
government bureaucracies. 

  X   

Other: Obstacles from other countries, 
too many paper work, certificates etc. 

 X    

 

 

 
Company C 
Beverage 
Middle size company (3) 
Export manager 
 

E: Which countries do you export to? 

I: Our main markets are Lithuania, Estonia and Russia, but we export to many other 

countries in Europe as well to Japan and Africa.  

E: Do you export to any Scandinavian country, particularly to Sweden? 

I: No, at the moment no. We had business with Finland, but they wanted our products 

for very low price and we didn’t agree on that. We haven’t tried to enter in the 

Swedish market. 

E: Does company export directly or employ any third party? 



 

 {PAGE  } 

I: To Estonia, Lithuania and Russia we export directly, but in other countries we 

employ third party. 

E: How large a share of production is exported every year (%)? 

I: Around 50% 

E: Does the company do market research in the countries they export to? 

I: We visit Estonia and Lithuania weekly, but we purchase outsourced market 

research once per two month about the market patters in the particular country.  

E: Does company have the marketing budget for promoting products in other 

countries? 

I: Very minimal. Mostly all finance goes to marketing activities in the domestic 

market.  

E: Do you have an export department? 

I: I would say yes, but are very few people working in sales department. 

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: Yes, but at the moment Latvia is the most profitable market for us. 

E: Can growth of the exported production expand the business? 

 

I: Yes, (pozitiivi ietekmee liiniju atpelniisanos) 

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 
Proposition Opinion about propositions 

1. Agree 

2. Agree 

3 Agree 

4. Agree, yes but everywhere where is possible 

to have negotiations by ourselves we do by 

ourselves. In the case that we are not able to 

do that, we employ the third party. 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 
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I: Yes, we produce private labels at the moment, too. It depends on calculations, if the 

particular production is enough profitable for us. 

E: Please evaluate the importance of the following barriers in your export activities 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export But it 
depends on market. We have 
excellent knowledge about the 
Lithuania, Estonia and Russia. But 
there is distant market as Japan, 
where our knowledge is very 
minimal. 

  X   

Ability to identify buyers in foreign 
markets 

    X 

Difficulty in making contacts and 
communicating with buyers 

    X 

Lack of internationally recognized 
brand names 

  X   

Lack of financial resources to conduct 
market research in overseas markets 

X     

Lack of management commitment to 
develop export activities, 

 X    

Lack of personnel trained and 
experienced in export marketing 

    X 

Failure to meet buyers’ quality 
requirements 

    X 

Failure to meet buyers packaging and 
labeling requirements 

    X 

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

    X 

Your firm’s size     X 
Lack of technology     X 
Lack of competitive prices   X   
Strong competition in export markets  X    
Image of your product in the foreign 
market 

   X  

General image of Latvian products in 
the foreign market 

    X 

Export methods of payment/ payment;      X 
Debts of clients and unpaid bills      X 
Complexity of paper work involved, 
procedural complexity 

   X  

Foreign market regulations     X 
High transportation costs     X 
Lack of resources for export promotion 
and after sales assistance programs 

X     
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Direct export barriers or complex 
government bureaucracies. 

    X 

Other: Lack of human recourses in the 
export department. 

 X    

 

 

Company D  
Beverages  
Large company (4) 
Export specialist  
 
E: Which countries do you export to? Why? 

I: We mainly export our production to Ireland, United Kingdom and to tax free zones 

and other countries as USA, Canada, Finland. Export is not so strategically 

important for us so far, because we have good position in the domestic market. 

We export exactly to these markets, because now there are many working from 

Latvia and we don’t have to make any additional advertising. They know who we 

are and they like Latvian bear.  

E: Do you export to any Scandinavian country, particularly to Sweden? Why? 

I: At the moment we export to Finland and very little to Sweden. We have tried to 

enter in the Sweden through the Systembolaget, but they have interesting 

requirements that we cannot offer our production directly to them. At the 

beginning we have to find Swedish importer, which would like to buy our 

production and that is only way how we could reached Systembolaget.  

E: Does company export directly or employ any third party? 

I: Sometimes we export directly.But usually we do our business through wholesalers 

in the particular country.  

E: How large a share of production is exported (%)? 

I: Around 1 % 

E: Does the company do market research in the countries they export to? 

I: We have good collaboration with LIAA, they help us with the market research in 

some particular markets. The pattern of the bear consumption changes a lot. It 

would be fruitful to follow market changes on regular bases. But we don’t do that, 

since our export is very small and there aren’t our main markets. 

E: Does company have the marketing budget for promoting products in other 

countries? 
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I: No, if I need some extra money for some trade shows, then I contact directly CEO 

and I ask money for the event.  

E: Do you have an export department? 

I: No, I am the only person responsible for export and I am working under sales 

department.  

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: Yes 

E: Can growth of the exported production expand the business? 

I: Yes 

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 
Proposition Opinion about propositions 

1. Partly Agree 

2. Partly Agree 

3 Agree 

4. Agree 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: We would never sell our existing product under another label. We have our name, 

brand and reputation. BUT, if the client would purchase definite volume of our 

production (for example 1400 boxes of bottles), then we could start to discuss 

such option.  

E: Please evaluate the importance of the following barriers in your export activities. 

I:  
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export    X   
Ability to identify buyers’ in foreign 
markets 

    X 

Difficulty in making contacts and 
communicating with buyers 

    X 

Lack of internationally recognized X     
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brand names 
Lack of financial resources to conduct 
market research in overseas markets 

 X    

Lack of management commitment to 
develop export activities 

X     

Lack of personnel trained and 
experienced in export marketing 

  X   

Failure to meet buyers quality 
requirements (period of use!!! Other 
aspects are very good) 

X     

Failure to meet buyers packaging and 
labeling requirements (for example, 
USA market demands large amount 
of tetra packs and our production 
cannot meet so huge demand) 

 X    

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

 X    

Your firm’s size  X    
Lack of technology     X 
Lack of competitive prices X     
Strong competition in export markets   X   
Image of your product in the foreign 
market 

   X  

General image of Latvian products in 
the foreign market 

   X  

Export methods of payment/ payment;    X   
Debts of clients and unpaid bills    X   
Complexity of paper work involved, 
procedural complexity 

X     

Foreign market regulations X     
High transportation costs  X    
Lack of resources for export promotion 
and after sales assistance programs 

X     

Direct export barriers or complex 
government bureaucracies. 

    X 

Other: Lack of language knowledge 
(three languages – Latvian, Russian and 
English, is not enough. 

  X   

 

 

Company E  
Bread 

Director 

E: Does your company export any products? 

I: No, we don’t export our production, because we are very small company. 
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E: How do you think, if the company would start exporting their production could 

increase profit margins of the company in the period of 5 years?  

I: Maybe, but we haven’t such goals for near future. 

E: Can growth of the exported production expand the business? 

I: Probably yes, if he had financial and human resources for that. 

E: What is your opinion about following propositions (agree/ partly agree/ disagree): 

I:  
Proposition Opinion about propositions 

1. Agree 

2. Agree 

3 Agree 

4. Agree 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: Yes, it could be possible. 

E: Please evaluate the importance of the following barriers in your export activities. 

I:  
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export   X    
Ability to identify buyers in foreign 
markets 

  X   

Difficulty in making contacts and 
communicating with buyers 

     

Lack of internationally recognized 
brand names 

     

Lack of financial resources to conduct 
market research in overseas markets 

 X    

Lack of management commitment to 
develop export activities, 

X     

Lack of personnel trained and 
experienced in export marketing 

X     

Failure to meet buyers’ quality 
requirements 

  X   

Failure to meet buyers packaging and 
labeling requirements 

  X   

Lack of experience to adapt (tradition,   X   
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taste, consumer behavior) 
Your firm’s size  X    
Lack of technology  X    
Lack of competitive prices  X    
Strong competition in export markets  X    
Image of your product in the foreign 
market 

   X  

General image of Latvian products in 
the foreign market 

   X  

Export methods of payment/ payment;    X   
Debts of clients and unpaid bills    X   
Complexity of paper work involved, 
procedural complexity 

 X    

Foreign market regulations   X   
High transportation costs   X   
Lack of resources for export promotion 
and after sales assistance programs 

 X    

Direct export barriers or complex 
government bureaucracies. 

    X EU 

Other:.      
 

 

Company F  
Bread 
Middle size company 
Sales manager 
 
E: Does your company export any products? 

I: We export our production to the USA and Germany. 

E: Why? 

I: Because it was their { HYPERLINK "res://\\\\ld1062.dll/type=1_word=initiative" } 

to purchase our production. They found us and we started to sell to those countries.  

E: Do you export to any Scandinavian country, particularly to Sweden? 

I: No 

E: But as far as I know, the company started to export dark bread to Stockholm 

recently. Don’t you export to Sweden anymore? 

I: Yes, we had some business with Sweden, but there were some problems with their 

internal price politics. Our price wasn’t so good for them to add their preferable profit 

margin on our production. Our produced bread is completely different from bread 

produced in Sweden and in other countries. We have different technology of 

producing bread and we cannot provide period of use a half year, as they wanted. 
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Moreover, I would describe our business partner in Sweden quite stiff, maybe they 

just wanted a lower price for our production. 

E: Does company export directly or employ any third party? 

I: We sell directly to wholesalers in the USA and Germany, which afterwards 

distribute to retail sector and HoRaCe sectors.  

E: How large a share of production is exported (%)? 

I: Less then one percent. 

E: Does the company do market research in the countries they export to? 

I: No 

E: How do you get information about the market situation, specifications and 

legislation issues? 

I: We have been in these countries and we approximately know the patterns of the 

consumer. As well we communicate with the wholesalers, which provide us with the 

necessary information. 

E: Does company have the marketing budget for promoting products in other 

countries? 

I: No 

E: Do you have an export department? 

I: No, we have one position with several responsibilities, because with particular 

manufacturing volume, it is not necessary to employ full time export manager. 

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years? 

I: Definitely, yes 

E: Can growth of the exported production expand the business? 

I: Yes, it is for sure. 

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 

Proposition Opinion about propositions 

1. Agree 

2. Agree 

3 Agree 

4. Agree 

5. Agree 
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E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your production, 

which afterwards would be sold under another brand? 

I: It was case of Sweden, that we were producing for them and our production was 

sold under another brand. We don’t have anything against to such situation as far as 

we are paid for out production.  

E: Please evaluate the importance of the following barriers in your export activities. 

I: 

 1 - 
huge 

barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export    X   
Ability to identify buyers in foreign 
markets 

   X  

Difficulty in making contacts and 
communicating with buyers 

   X  

Lack of internationally recognized 
brand names 

 X    

Lack of financial resources to conduct 
market research in overseas markets 

    X 

Lack of management commitment to 
develop export activities, 

    X 

Lack of personnel trained and 
experienced in export marketing 

  X   

Failure to meet buyers’ quality 
requirements 

    X 

Failure to meet buyers packaging and 
labeling requirements 

    X 

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

   X  

Your firm’s size    X  
Lack of technology     X 
Lack of competitive prices   X   
Strong competition in export markets    X  
Image of your product in the foreign 
market 

  X   

General image of Latvian products in 
the foreign market 

    X 

Export methods of payment/ payment;      X 
Debts of clients and unpaid bills    X   
Complexity of paper work involved, 
procedural complexity 

    X 

Foreign market regulations   X   
High transportation costs   X   
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Lack of resources for export promotion 
and after sales assistance programs 

  X   

Direct export barriers or complex 
government bureaucracies. 

    X 

Other: We can meat quality standards, 
labeling and packaging. Our main 
obstacle is period of use, because our 
production is natural and can not be 
store for the halt a year. 

X     

 

Company G  
Fish 
Small company (2) 
Sales and marketing director 
 
E: Which countries do you export to? Why? 

I: We export to other Baltic countries, Denmark, Germany, Spain and Sweden. Our 

main export markets are Spain and Sweden.  

E: Does company export directly or employ any third party? 

I: Generally we export directly. In the case of Sweden we export directly to Swedish 

client, which is the wholesaler and afterwards it distributes our production in 

Swedish market. We do so because directly to take a part in the retail chain 

competitions is complicated and { HYPERLINK 

"res://\\\\ld1062.dll/type=1_word=unprofitable" }.  

E: Does the company do market research in the countries they export to? 

I: No, we take a part in the trade fairs, meet our clients and check the assortment in 

the shops. We try to do it twice a year. We don’t buy any market research from 

consultant companies, because 60% of such of market share is “dry” and useless.   

E: Do you have an export department? 

I: No, we haven’t got such marketing department. We have sales department, who is 

responsible for production movements out of our company.  

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: I think no, because the production costs have increased and the additional profit that 

we could gain will be “eaten” by growing production costs.   

E: Can growth of the exported production expand the business? 

I: Yes, because we would receive euros, and euros are always better then lats. 

E: What is your opinion about following propositions (agree/ partly agree/ disagree): 
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I: 
Proposition Opinion about propositions 

1. Disagree, but we don’t take into account the 

wholesalers in the export market.  

2. Partly agree, it depends on the middle man’s 

required percentage (salary) and the price of 

our production in the foreign market after 

usage the middle man. 

3 Agree 

4. Agree 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: It is completely fine for us. 

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export  X     
Ability to identify buyers in foreign 
markets 

 X    

Difficulty in making contacts and 
communicating with buyers 

X     

Lack of internationally recognized 
brand names 

    X 

Lack of financial resources to conduct 
market research in overseas markets 

 X    

Lack of management commitment to 
develop export activities, 

  X   

Lack of personnel trained and 
experienced in export marketing 

    X 

Failure to meet buyers’ quality 
requirements 

    X 

Failure to meet buyers packaging and 
labeling requirements 

   X  

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

    X 

Your firm’s size     X 
Lack of technology     X 



 

 {PAGE  } 

Lack of competitive prices   X   
Strong competition in export markets   X   
Image of your product in the foreign 
market 

  X   

General image of Latvian products in 
the foreign market 

    X 

Export methods of payment/ payment;      X 
Debts of clients and unpaid bills      X 
Complexity of paper work involved, 
procedural complexity 

    X 

Foreign market regulations   X   
High transportation costs     X 
Lack of resources for export promotion 
and after sales assistance programs 

   X  

Direct export barriers or complex 
government bureaucracies. 

    X 

Other:       
We have black list of countries, where we always ask for payment in advance, 
because sooner or earlier there will be problems with payments.  
 

 

Company H  
Fish 
Middle size company (3) 
Sales and marketing director 
 
E: Does your company export any products? 

I: Yes, we export to post Soviet Union countries, Hungary, Poland, The USA and 

Germany. The largest amount of our production goes to Kirghizia, Kazakhstan 

and Uzbekistan.  

E: Do you export to any Scandinavian country, particularly to Sweden? Why? 

I: No, because the product that we produce are not consume in Scandinavian market. 

Simply, I could say that 95% that is consumed in Scandinavian market, we don’t 

produce.  

E: Does company export directly or employ any third party? 

I: We have the traditional model of export that in each country there is one distributor 

of our production.  

E: How large a share of production is exported every year (%)? 

I: 98% of our production is exported.  

E: Does the company do market research in the countries they export to? 
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I: If we discuss the post Soviet countries, then we export products that people have 

consume more then forty years. There is no need for additional market research on 

that. There we change just packaging sometimes and variety of products. Even I 

could say that we are the company that leads the market in these markets. 

E: Does company have the marketing budget for promoting products in other 

countries? 

I: Yes, we have 

E: Do you have an export department? 

I: Yes, we have. There are four employees which are responsible for certain activities.  

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: Yes, we have such a goal. 

E: Can growth of the exported production expand the business? 

I: Yes, it has been so far. It could be that we are going to plan more energetic 

activities in the domestic market.  

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I:  
Proposition Opinion about propositions 

1. Agree, but there is difference what is meant 

by third party. If it is a distributor then 

definitely. But if it is some agent form the 

particular country between us and the 

distributor, then it depends on situation and 

calculations. 

2. Agree 

3 Agree 

4. Agree 

5. Partly agree, it depends on the country. If 

this country is more specific and we know 

that the third party don’t take the title of 

goods we would probably agree on that. But 

of course we prefer the third party that would 

take the title of our production. 
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E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: There are countries where we would never sell our production under the other title 

or private label. And there are countries where such an option is the only chance 

to enter in the market.  

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export  X     
Ability to identify buyers in foreign 
markets 

  X   

Difficulty in making contacts and 
communicating with buyers 

   X  

Lack of internationally recognized 
brand names 

X     

Lack of financial resources to conduct 
market research in overseas markets 

 X    

Lack of management commitment to 
develop export activities, 

    X 

Lack of personnel trained and 
experienced in export marketing 

   X  

Failure to meet buyers’ quality 
requirements 

   X  

Failure to meet buyers packaging and 
labeling requirements 

    X 

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

  X   

Your firm’s size   X   
Lack of technology   X   
Lack of competitive prices  X    
Strong competition in export markets     X 
Image of your product in the foreign 
market 

We have no image, so I no comment 

General image of Latvian products in 
the foreign market 

    X 

Export methods of payment/ payment;      X 
Debts of clients and unpaid bills      X 
Complexity of paper work involved, 
procedural complexity 

    X 

Foreign market regulations, especially 
Germany 

 X    

High transportation costs     X 
Lack of resources for export promotion  X    
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and after sales assistance programs 
Direct export barriers or complex 
government bureaucracies. 

    X 

Other:       
 

 

Company I  
Meat 
Large company (4) 
Sales and marketing director   
 
E: Does your company export any products? Why? 

I: We export to Germany, Ireland, Lithuania, Estonia and Hungary. An interest has 

shown Spain, too. Because they found us and showed the interest for our 

production, afterwards we started to export to those countries regularly.  

E: Do you export to any Scandinavian country, particularly to Sweden? Why? 

I: No, we haven’t tried it ever, because we haven’t had such priority. 

E: Does company export directly or employ any third party? 

I: We export directly to our client. 

E: How large a share of production is exported (%)? 

I: Around 5% every year. 

E: Does the company do market research in the countries they export to? 

I: No, because we haven’t got an export manager, who would do it. Mainly our 

priority was domestic market and truly speaking we haven’t got necessity to 

emphasize export. We enter in the foreign market and then just watch what 

happens, if our production is going to be sold or not. At the moment we are 

looking for the export manager, who could work with export activities.  

E: Does company have the marketing budget for promoting products in other 

countries? 

I: After the New Year now we have. 

E: Do you have an export department? 

I: No, there is only me, who deals also with export issues. 

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

 

I: Yes, definitely. 



 

 {PAGE  } 

E: Can growth of the exported production expand the business? 

I: Yes. 

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 
Proposition Opinion about propositions 

1. Agree 

2. Agree 

3 Agree 

4. Agree 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: There is no problem, we do such a practise at the moment as well, where we 

produce private label for the German client. Maybe that is not the best option for 

our own brand, but we that. 

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export    X   
Ability to identify buyers in foreign 
markets 

    X 

Difficulty in making contacts and 
communicating with buyers 

  X   

Lack of internationally recognized 
brand names 

 X    

Lack of financial resources to conduct 
market research in overseas markets 

    X 

Lack of management commitment to 
develop export activities, 

    X 

Lack of personnel trained and 
experienced in export marketing 

   X  

Failure to meet buyers’ quality 
requirements 

    X 

Failure to meet buyers packaging and 
labeling requirements 

    X 

Lack of experience to adapt (tradition, 
taste, consumer behavior) For 

    X 
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Germany we produce many chicken 
products, because there are many 
people, who doesn’t eat pork. 
Your firm’s size     X 
Lack of technology     X 
Lack of competitive prices     X 
Strong competition in export markets We haven’t done market research 
Image of your product in the foreign 
market 

    X 

General image of Latvian products in 
the foreign market 

    X 

Export methods of payment/ payment;      X 
Debts of clients and unpaid bills    X   
Complexity of paper work involved, 
procedural complexity 

    X 

Foreign market regulations It is 
possible to adapt, that is why there is 
no problem. 

    X 

High transportation costs Our 
responsibility of the products is over 
after the crossing the fence of our 
factory. Afterwards the responsibility 
is taken by the buyer.  

    X 

Lack of resources for export promotion 
and after sales assistance programs 

    X 

Direct export barriers or complex 
government bureaucracies. 

    X 

Other: Export barriers to Russia, there 
are huge bureaucracy in order to enter 
in this market. Maybe other countries in 
the EU wants to enter in this market 
and aren’t interested that Latvia 
conquers this market .  

 X    

 

Company J 
Meat 
Middle size company (3) 
Sales representative  
 
E: Which countries do you export to? 

I: We export to Sweden and to The Netherlands, but mainly to Sweden. 

E: Does company export directly or employ any third party? 

I: We employ the middle man, mainly wholesalers. 

E: How large a share of production is exported (%)? 

I: We export around 10 % of our production.  

E: Does the company do market research in the countries they export to? 
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I: Yes, we do it by ourselves. 

E: How often the market research is done? 

I: It depends on necessity.   

E: Do you have an export department? 

I: No. 

E: Who is responsible for export in the company? 

I: Me, I am the sales representative. 

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: Yes, but it depends on the world’s prices of meat products. 

E: Can growth of the exported production expand the business? 

I: We export our products which we cannot sell in the domestic market, as well as the 

price is lower in the export market then in the domestic market. I don’t see the 

correlations between growth of the export and the business expansion.  

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 

Proposition Opinion about propositions 

1. Agree 

2. Partly agree depends on country.  

3 Agree 

4. Agree 

5. Partly agree it depends on the offered price, 

reliability of the export intermediary.  

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: No, we wouldn’t agree on that.  

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export    X   
Ability to identify buyers in foreign 
markets 

   X  
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Difficulty in making contacts and 
communicating with buyers 

  X   

Lack of internationally recognized 
brand names 

  X   

Lack of financial resources to conduct 
market research in overseas markets 

X     

Lack of management commitment to 
develop export activities, 

    X 

Lack of personnel trained and 
experienced in export marketing 

 X    

Failure to meet buyers’ quality 
requirements 

    X 

Failure to meet buyers packaging and 
labeling requirements 

    X 

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

    X 

Your firm’s size    X  
Lack of technology     X 
Lack of competitive prices  X    
Strong competition in export markets  X    
Image of your product in the foreign 
market 

    X 

General image of Latvian products in 
the foreign market 

    X 

Export methods of payment/ payment;     X  
Debts of clients and unpaid bills     X  
Complexity of paper work involved, 
procedural complexity 

   X  

Foreign market regulations   X   
High transportation costs   X   
Lack of resources for export promotion 
and after sales assistance programs 

 X    

Direct export barriers or complex 
government bureaucracies. 

    X 

Other: Lack of language knowledge  X    
 

 

Company K  
Dairy 
Middle size company (3) 
Sales and marketing manager  
 
E: Does your company export any products? 

I: Not yet, at the moment we are planning to enter in the Russian market and in 

Estonia. 

E: Have you tried to do export with any Scandinavian country? Why? 
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I: We haven’t planned it yet, because our main market is Latvia and the period of use 

of our production too short to be able to export. Our production is completely 

natural and we cannot provide 1 month period of use as it is requested. Since we 

have natural product, the price is not as low as counterparts in Scandinavia expect. 

E: Does company export directly or employ any third party? 

I: We are planning to sell our production to wholesalers, which afterwards are going 

to distribute our production in the retail chains. This makes much easer all the 

paper work and they are much better aware of the local market regulations and 

patterns then we are. 

E: Does the company do market research in the countries they export to? 

I: We have visited the Russia and we know that is offered in the market. Though, we 

don’t do any deeper market research. Our partner helps us to follow market 

tendencies and informs us, too.  

E: Does company have the marketing budget for promoting products in other 

countries? 

I: Our products are not launched yet in the export market, when all the paper work is 

going to be done and our products will be on shelves, then we are planning to 

invest in their promotion for the consumer market. So far, we have budget of 

promotion for the potential business partners (retail stores, wholesalers etc.). 

E: Do you have an export department? 

I: No, we have one person responsible for export and he works in the sales 

department.  

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years? 

I: Yes. 

E: Can growth of the exported production expand the business? 

I: Definitely, yes. 

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 
Proposition Opinion about propositions 

1. Agree, but under several conditions. For example, if the export 

intermediary buys our production from us. 

2. Agree, it is easier to have one client then 50 
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clients(purchasers) 

3 Agree, but it depends on situation in the market. If it is 

beneficial, why not. At first we would do calculations. 

4. Agree 

5. Agree 

 
E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: Everything depends on what, how much, where. We look at this quite normal, if the 

third party would pay enough well and would purchase solid volume, we don’t 

have anything against it.  

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - huge 

barrier 
2 3 4 5 – no 

barrier 
at all 

Lack of knowledge about export     X  
Ability to identify buyers in foreign 
markets 

  X   

Difficulty in making contacts and 
communicating with buyers 

 X    

Lack of internationally recognized 
brand names 

  X   

Lack of financial resources to conduct 
market research in overseas markets 

No comment 

Lack of management commitment to 
develop export activities, 

    X 

Lack of personnel trained and 
experienced in export marketing 

    X 

Failure to meet buyers’ quality 
requirements 

    X 

Failure to meet buyers packaging and 
labeling requirements 

    X 

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

    X 

Your firm’s size    X  
Lack of technology     X 
Lack of competitive prices   X   
Strong competition in export markets    X  
Image of your product in the foreign 
market 

   X  

General image of Latvian products in     X 
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the foreign market 
Export methods of payment/ payment;  No comment 
Debts of clients and unpaid bills  No comment 
Complexity of paper work involved, 
procedural complexity 

    X 

Foreign market regulations    X  
High transportation costs  X    
Lack of resources for export 
promotion and after sales assistance 
programs 

  X   

Direct export barriers or complex 
government bureaucracies. 

    X 

Other: Our main obstacle is period of 
use, because our production is natural 
and can not be store for the long 
period. Instead we offer other 
products like cheese, which period of 
use is naturally longer.  

X     

 

 

Company L  
Milk  
Large company (4) 
Export manager 
 
E: Which countries do you export to? Why? 

I: We export mainly to European countries, The USA and Kaliningrad. The main ones 

are Estonia, Lithuania, USA, England and Ireland. 

E: Do you export to any Scandinavian country, particularly to Sweden 

I: From Scandinavian countries we export to Norway. We tried to enter in the 

Swedish market, but there is an interesting selecting order for suppliers. I think we 

didn’t manage to win this competition, because our offered price wasn’t the best 

one.  

E: Does company export directly or employ any third party? 

I: We export directly as well as through middle man to other Baltic countries. Other 

wise we sell through the wholesalers in the other countries.  

E: How large a share of production is exported every year (%)? 

I: We export around 20 % of our production 

E: Does the company do market research in the countries they export to? 

I: We have cooperation with market research company, which provides us with the 

market research. 
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E: How often the market research is done? 

I: At the beginning we visit the particular country by ourselves and look at offered 

products there and evaluate the opportunity there in terms of average price level 

there and how we could look in this market.  

E: Does company have the marketing budget for promoting products in other 

countries? 

I: Yes, but very minimal budget. Mostly we work with principle of recommendation 

that consumers would inform other consumers about our products.  

E: How did you succeed with such promotion? 

I: Results were quite minimal. We didn’t succeed well, because consumers didn’t 

know our products. 

E: Do you have an export department? 

I: Yes, there are three employees. I am responsible for milk products. My college is 

responsible for ice-creams and our director.  

E: Can growth of the exported production increase profit margins of the company in 

the period of 5 years?  

I: If there will be enough financial means for export marketing activities then yes. Of 

course if the price will be competitive.  

E: Can growth of the exported production expand the business? 

I: Yes 

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 

Proposition Opinion about propositions 

1. Agree 

2. Agree 

3 Agree, but this company had an offer from the export 

consultancy company, which were knowledgeable about the 

Swedish market, but CEO decided not to have they help.  

4. Agree 

5. Agree, but it depends on which of them would have better 

chance to sell our production. As well as it depends on 

regularity. If export agent buys just once, but other regularly, 

we can be flexible for payment methods. 
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E: What is your opinion, if there were the third party, who would buy set volume of 

your production on regular bases? Would you agree on selling them your 

production, which afterwards would be sold under another brand? 

I: Our production is registered under benchmarks and other companies cannot sell it 

under other brand. But there is no problem to produce products under private 

labels. We already do so and I don’t see obstacles that we couldn’t do so.  

E: Please evaluate the importance of the following barriers in your export activities. 

I: 
 1 - 

huge 
barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export   X    
Ability to identify buyers in foreign 
markets 

  X   

Difficulty in making contacts and 
communicating with buyers 

    X 

Lack of internationally recognized 
brand names 

  X   

Lack of financial resources to conduct 
market research in overseas markets 

  X   

Lack of management commitment to 
develop export activities, 

   X  

Lack of personnel trained and 
experienced in export marketing 

   X  

Failure to meet buyers’ quality 
requirements (especially period of use) 

  X   

Failure to meet buyers packaging and 
labeling requirements 

  X   

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

   X  

Your firm’s size   X   
Lack of technology    X  
Lack of competitive prices   X   
Strong competition in export markets   X   
Image of your product in the foreign 
market 

    X 

General image of Latvian products in 
the foreign market (manager thinks 
that it is positive) 

    X 

Export methods of payment/ payment;      X 
Debts of clients and unpaid bills      X 
Complexity of paper work involved, 
procedural complexity 

   X  

Foreign market regulations No information 
High transportation costs     X 
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Lack of resources for export promotion 
and after sales assistance programs 

   X  

Direct export barriers or complex 
government bureaucracies. 

    X 

Other: Lack of language knowledge.   X   
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Appendix 8 

Interview with Inga Grike 
Expert of the Food Industry in the Investment and Development Agency of 
Latvia (LIAA) 
 
E: How do you think, which are the main export obstacles to Scandinavia, particularly 

to Sweden? 

I: I consider that the main obstacle is quality of the products. In order to do business 

with Scandinavia, the company should have the certificates which are expensive. 

Only the biggest companies, which operate for many years, can afford such 

certification. As far as I know, there is specific certification for particular 

countries and product groups as well. The second obstacle is lack of competitive 

price. Food producers have perception, that Scandinavian countries are able to pay 

high price, but that isn’t true. The price should be viable or capable for the long 

run relationship. Producers have to able to set the right price. This problem rises 

from the lack of knowledge about the pricing politics, export market and export as 

such. Other obstacles could be lack of knowledge of legal issues and language.  

E: Please evaluate the importance of the following barriers in your export activities. 

I:  

 1 - 
huge 

barrier 

2 3 4 5 – no 
barrier 
at all 

Lack of knowledge about export  
Most of the companies have a 
product for the Latvian market, and 
they don’t do any modifications for 
the export market or any market 
research in the export market.  Only 
when there is a negative response 
from export market, the company 
starts to think. 

 X    

Ability to identify buyers in foreign 
markets. This is problem for our 
producers to find distributor in the 
foreign market, because directly 
enter in the retail chains is difficult, 
expensive and it is not profitable. 
Usually you have to pay the fee in 
order to get in the retail chain. There 
have been cases, where Latvian food 
producer have sold unique 

 X    
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distribution permit to the agent in 
the export market, but this agent 
didn’t sell anything. This is/was 
problem why this product didn’t 
succeed in the particular country. 
Difficulty in making contacts and 
communicating with buyers 

 X    

Lack of internationally recognized 
brand names. Today it is very popular 
for retail chains to have private 
labels, and they emphasize their 
labels a lot. Maybe that wouldn’t be 
a huge obstacle for Latvian food 
producer. 

  X   

Lack of financial resources to conduct 
market research in overseas markets. 
Our agency helps with the 
information about the export 
markets for free for the producers. 
But Latvian food producers think 
that they don’t need such 
information or our help. I think that 
the main problem is the attitude and 
the way of thinking.  

   X  

Lack of management commitment to 
develop export activities. I have faced 

X     

Lack of personnel trained and 
experienced in export marketing. 
Employees are not motivated enough, 
because the salary system is not very 
motivating in the majority of 
companies. Export managers are 
used to do passive work and they 
have the lack of knowledge of active 
work for searching purchasers.  

X     

Failure to meet buyer’s quality 
requirements. Most of the producers 
are flexible which can quite easily 
meet buyers’ requirements.  

  X   

Failure to meet buyers packaging and 
labeling requirements. If the producer 
knew which packaging is the most 
appropriate for the export market, I 
think they would be ready to change 
it. Of course it depends on purchased 
the minimal volume.  

   X  

Lack of experience to adapt (tradition, 
taste, consumer behavior) 

  X   

Your firm’s size, but it depends on the 
goals of the producer where he wants 

  X   
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to sell and what kind of export he 
desires. 
Lack of technology. There are quite 
many companies where are much of 
the manual work. I think there could 
be an improvement in this area. 

  X   

Lack of competitive prices  X    
Strong competition in export markets  X    
Image of your product in the foreign 
market 

  X   

General image of Latvian products in 
the foreign market 

No comment, because there is no bright 
image of the Latvian products abroad. I 

can’t say how it could be, if there would be 
image of Latvia. 

Export methods of payment/ payment. 
This is obstacle that Latvian 
producers are afraid of. 

 X    

Debts of clients and unpaid bills    X   
Complexity of paper work involved, 
procedural complexity 

 X    

Foreign market regulations   X   
High transportation costs    X  
Lack of resources for export promotion 
and after sales assistance programs. 
That is the reason why our producers 
export to distributors and 
wholesalers, because there is no 
requirement for after sales assistance 
and additional marketing expenses in 
order to promote the products.  

 X    

Direct export barriers or complex 
government bureaucracies. There is a 
motivation for export from Latvian 
government, so there are no export 
barriers. Export barriers could be 
for import so we try to defend our 
market. 

   X  

Other:       
 
E: How could you comment the fact that mostly our main export markets are 

Lithuanian, Estonian and Russian markets?  

I: These markets are the closest ones, the most understandable, similar taste and 

packaging preferences. These markets are geographically close and there is short 

period of transportation, so it doesn’t demand long period of use. Russian market 

could be characterized as huge market that consumes almost everything. Quantity 

is the key for Russian market, but for Lithuania and Russia it is quality. For many 
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producers Estonian and Lithuanian markets are “take-of” for export activities. 

They can test their strength, capacity and to accumulate the capital for export 

activities in more distant markets.  

E: Please describe the LIAA functions and activities for supporting export.   

I: We offer for producers the information about the market. We can do some specific 

research on the particular product or products, price, packaging and taste preferences. 

Here producers can find information about the fair trades and exhibitions as well we 

help with business contacts. If the producer has found their business partner, we help 

them with the marketing materials and we can organize the meeting with them, too. 

We offer this service free of charge.   

E: How do you evaluate development of the food industry in Latvia in near future? 

I: I consider the strongest sector is the milk sector. There have been trends of 

cooperation, where food producers join together their strength. The fish sector could 

have some positive trend as well.  

E: What is your opinion about following propositions (agree/ partly agree/ disagree)? 

I: 

Proposition Opinion about propositions 

1. Agree, but it depends on the cost of the third 

party and if the company has the export 

manager. If the company has an export 

manager then most of the times the producers 

don’t choose any third parties for export.  

2. Agree 

3 Agree, I think it depends on company and the 

calculations done. There would be 

companies, which would say definitely yes, 

and there are companies, which would refuse.  

4. Agree, but then the third party should have 

good reputation and successful projects, 

which would make the third party more 

attractive and reliable in the eyes of Latvian 

food producers.  

5. Agree. They would prefer the third party, 
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which would take the title of goods, but if this 

third party doesn’t ask for exclusive seller’s 

permit.  

 

 
I: The idea of the trading house establishment is good, because several food producers 

in the Latvia have told, that is exactly what they need and what they want. But there is 

one obstacle. They don’t want to join together in order to supply with high volume, 

because they don’t want to share the recipes of their products. All of them are 

competitors in the domestic market.  

E: The concept of the cooperative is quite similar to the trading house concept, which 

unites together food producers in the particular industry. 

I: Yes, you are right, but they have lack of trading activities abroad. They operate just 

in the domestic market and take care of production and maybe sometimes decide 

about the pricing issues.  

I consider that Latvian producers are very ambitious and sometimes don’t see their 

limits. If they really could acknowledge their strength and weaknesses, they would be 

better in looking for partners and their niche. At the moment they produce wide 

variety of products as well every market is different, this causes not so successful 

performance.  

 


