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Resource alignment in the
category management of builders’ merchants

Abstract

Previous retailer-supplier research reports both positive and negative collaboration outcomes.
Resource alignment, or how collaborating actors’ resources affect each other, is a concept that
has been brought forward to explain when collaboration increases performance. As the
category management of builders’ merchants involves actors with different sets of resources,
the resource alignment framework can be used to better understand the outcomes of
collaboration in category management. The aim of this paper is to explore resource alignment
among actors involved in the category management of builders’ merchants. The paper is
based on interviews with top managers in Swedish builders’ merchants. Complementary and
supplementary resources held by the involved actors are identified for four distinguished
category management activities. Resources needed to further improve the business are also
identified. Three propositions are formulated, explaining how supplementary and
complementary resources are interrelated and how the situation influences the need for
supplementary resources. The description of resource alignment supports retailers and their
suppliers concerning how to assign roles and responsibilities in category management
activities. While the retailers themselves are often well equipped to manage pricing and
inventory management, the supplier can support assortment and marketing management.

Keywords — resource alignment, retailer supplier collaboration, category management,
builders’ merchants

Paper type — Case Study



Introduction

Retailers acknowledge the benefit of managing product categories in collaboration with their
suppliers (Harris and McPartland, 1993; Dupre and Gruen, 2004; Aastrup, Grant and Bjerre,
2007). Several examples from retail practice show how suppliers have been successfully
assigned as category captains, with the responsibility of managing an entire product category
(cf. Subramanian et al., 2010; Kurtulus et al., 2014). The benefit of supplier collaboration
relies on the assumption that suppliers understand market trends within their own categories
(Gruen and Shah, 2000; Kurtulus et al., 2014) and that category expertise is shared between
retailers and suppliers (Harris and McPartland, 1993). However, some authors are hesitant
towards the benefits associated with supplier collaboration in category management (e.g.
Desrochers, Gundlach and Foer, 2003; Bandyopadhyay, Rominger and Basaviah, 2009), and
others suggest that supplier collaboration is only suitable for some of the retailer’s categories
(Kurtulus and Toktay, 2005).

Integrating suppliers in category development is however often mentioned as an essential part
of category management (Harris and McPartland, 1993; Gruen and Shah, 2000; Dhar, Hoch
and Kumar, 2001; Dupre and Gruen, 2004). In some cases, suppliers can be granted the role
of a category captain; that is, they function as management advisors that aim to grow sales in
the category (Dupre and Gruen, 2004; Bandyopadhyay, Rominger and Basaviah, 2009;
Subramanian et al., 2010; Gooner, Morgan and Perreault, 2011). A subsequent and important
question for retailers is the role that different actors should take in category management.
Aastrup et al. (2007) discussed this issue in terms of value creation and appropriation between
supplier and retailer, and that close interaction and trust are important for a well-functioning
category. Category management can include several actors (Bandyopadhyay, Rominger and
Basaviah, 2009), and consequently, it depends on individual actors’ resources (Aastrup, Grant
and Bjerre, 2007). Therefore, category management can benefit from further analysis of the
resources held by the involved actors.

The resource alignment framework has been used for understanding collaborations between
actors, and emanates from a resource-based view, where resources are categorized as
complementary, supplementary, wasteful or surplus (Das and Teng, 2000). Complementary
and supplementary resources are both described as useful in the alliance, but complementary
resources are dissimilar, whereas supplementary resources are similar (e.g. Song et al., 2005;
Lin, Yang and Arya, 2009). To better understand resource alignment, this paper looks at how
the resources of suppliers and retailers contribute to the retailers’ category management.

The collaboration conditions of category management vary in different kinds of retailing. To
understand how the resources involved can shape the actors’ roles, this study looks at
builders’ merchants (BMs) and their suppliers. Here, the suppliers understand their products,
while the BMs are far more knowledgeable about their customers. In addition, the BM stores
are often managed separately as franchise holders or members of a group, where the resources
of the store differ greatly from those of the central management. Therefore, the division of
roles and responsibilities between the suppliers, the stores and the BM central management
can contribute to the understanding of supply chain resource alignment in category
management. The aim of this paper is to explore resource alignment among actors involved in
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the category management of builders’ merchants. This exploration is intended to result in
propositions concerning: (a) when supplementary and complementary resources are needed in
the category management of builders’ merchants, and (b) how supplementary and
complementary resources interrelate and depend on each other in the category management of
builders’ merchants.

The remainder of the article is structured as follows. First, a theoretical investigation
addresses the activities included in category management, Das and Teng’s (2003) model of
resource alignment and its effect on performance. Second, the methodology and the
interviews with top managers in BM central management are described. Third, the results of
the interviews are presented and supported with illustrative quotes. Lastly, the conclusions
and contributions of the paper are discussed.

Category management activities

Category management is a concept that emerged in academic retailing literature during the
1990s. The meaning given to category management differs slightly in previous literature, but
there is a common understanding that product categories are managed as strategic business
units in category management, and retailers who adopt it do so to maximize each product
category’s profitability (Harris and McPartland, 1993; Basuroy, Mantrala and Walters, 2001).
The alternative to category management is often described as brand-oriented or brand-
centered management (Basuroy, Mantrala and Walters, 2001; Dupre and Gruen, 2004,
Kurtulus and Toktay, 2011), where supplier brands are managed separately and with limited
consideration to the consequences for competing brands within the same categories. With
categories as business units, category management also entails integrating supply-and-
demand-related decisions such as procurement and merchandising (Harris and McPartland,
1993; Basuroy, Mantrala and Walters, 2001) instead of handling them separately. Category
management also implies a focus on customer value (Dhar, Hoch and Kumar, 2001;
Desrochers, Gundlach and Foer, 2003; Dupre and Gruen, 2004; Aastrup, Grant and Bjerre,
2007; Bandyopadhyay, Rominger and Basaviah, 2009), which can be considered a logical
consequence of managing categories as separate business units and integrating supply-and-
demand-related decisions.

Category management is often described as a specific process that some retailers have
adopted and some have not (e.g. Dussart, 1998; Cachon and Kok, 2007; Bandyopadhyay,
Rominger and Basaviah, 2009). What is included differs between authors, but a common view
is that categories, instead of brands, are used as the strategic business units. Category
management is also associated with ideas on how to work as a retailer. For example, close
collaborations with suppliers (Basuroy, Mantrala and Walters, 2001; Dupre and Gruen, 2004;
Aastrup, Grant and Bjerre, 2007) and strong customer focus (Harris and McPartland, 1993;
Dussart, 1998; Gruen and Shah, 2000) are often mentioned as being parts of category
management. Category management, however, can be implemented to a varying extent, and
retailers’ use of brands or categories as strategic business units is not always apparent. This
view of category management as an approach applied by all retailers is also reflected by other
authors (e.g. Dhar, Hoch and Kumar, 2001; Gooner, Morgan and Perreault, 2011). Therefore,
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in this paper category management is considered to be an array of activities that all retailers
do to a varying extent.

In order to describe the activities that constitute category management in a way that includes
the currently existing view of the phenomenon, the previous literature on category
management has to be examined. While most authors agree that the aim of category
management is to improve different aspects of category performance, there are discrepancies
concerning what activities and decisions should be included in category management (see
Table 1). As almost all articles on category management mention activities associated with
category management, it is surprising that so few articles support their statements with
references to previous research and discrepancies among what activities to include still exist.
Based on previous research, as provided in Table 1, we discern four distinct activities that
consist category management: assortment management, pricing, marketing and inventory
management.

Table 1: Overview of previous literature regarding its view on the activities included in category management

Author(s) Assortment  Pricing  Marketing Inventory
management
Chen et al. (1999) X X (shelf space
allocation)
Gruen and Shah X X X (promotionand X (timely
(2000) placement) deliveries)
Dhar et al. (2001) X X X (advertising and
promotions)
Basuroy et al. (2001) X X (merchandising) X (procurement)
Desrochers et al. X X X (merchandising,
(2003) shelf space
allocation,
promotional
schedules)
Dupre and Gruen X X
(2004)
Campo and X X X (shelf X (stock-out
Gijsbrechts (2005) management and management)
promotion)
Larson (2005) X X (shelf
arrangement)




Cachon and Kok X X

(2007)

Lindblom et al. X X X (promotionand X (inventory

(2009) space management) replenishment)

Bandyopadhyay et al. X X (display and

(2009) promotion)

Holweg and Teller X X (promotion)

(2009)

Subramanian et al. X X X (promotion and

(2010) shelf space
assignments)

Gooner et al. (2011) X X (promotional X (logistical
schedules, activities)
advertising,
merchandising)

Kurtulus and Toktay | X X X (shelf placement)

(2011)

Hubner and Kuhn X X (shelf facing) X (replenishment

(2012) decisions)

Kurtulus et al. (2014) | X X (signage and
visual hints)

An activity that is mentioned in almost all articles that try to specify category management
activities is assortment choice. This activity aims to determine which products to sell within
the category, and is therefore an obvious part of category management. A second clearly
defined activity in category management is that of pricing. In addition to selecting an
assortment, all retailers must determine at what prices to sell their products, and this is also
often included as a category management activity. The remaining category management
activities that are mentioned in previous research are less consistent, and many activities that
are mentioned strongly resemble one another. To limit the number of activities included, and
to make the activities as mutually exclusive as possible, | describe the remaining activities as
either related to marketing or to inventory management. Several authors mention different
forms of shelf space allocation, or what product to place where in the store, as a part of
category management (Chen et al., 1999; Gruen and Shah, 2000; Desrochers, Gundlach and
Foer, 2003; Campo and Gijsbrechts, 2005; Larson, 2005; Bandyopadhyay, Rominger and
Basaviah, 2009; Lindblom et al., 2009; Subramanian et al., 2010; Kurtulus and Toktay, 2011;
Hibner and Kuhn, 2012). As seen in Table 1, this is classified as a marketing activity, as it
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Table 5: Summary of complementary resources in the four activities of category management, held by the BM and the
supplier

This study also revealed a demand for resources that the supplier and the BM do not currently
possess. The most important resource developments desired by the respondents are
summarized in Table 6. As the table illustrates, the desired resource developments differ for
the different category management activities.

Table 6. Resource development for improved category management.
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Category Resource Development
Management
Activities
Complementary Resources Supplementary Resources
Assortment Supplier: needs to improve knowledge of
activities customers and customer value for a common
understanding of assortment decisions
Pricing activities BM Central management can develop
knowledge of relative pricing and how
pricing of one product can affect the
entire business.
Marketing Supplier: needs to improve knowledge of
activities customers and customer value. Suppliers also
need to adjust to the IT maturity in the BMs.
Inventory BM Central management: needs to Suppliers: need to develop Electronic Data
management further develop IT support systems Interchange and be able to use forecasts and
activities production plans.

Conclusion and discussion

This paper explores resource alignment among actors involved in builders’ merchants’
category management, which emphasizes considering both supplementary and
complementary resources held by the involved actors. Supplementary resources are important
when it comes to IT adaptation and actors’ understanding of customer value. Complementary
resources are important for the specific expertise held by the different actors: the supplier
should be the expert on products, the BM central management should be the expert in
retailing and aggregated-level marketing, and the stores should be experts in understanding
the local circumstances and building relationships with customers.

To enable capitalizing on the supplier’s complementary resources, the supplier is also
required to hold some supplementary resources; without them, the supplier’s unique resources
are partly nonperforming, and therefore wasteful (cf. Das and Teng, 2000). For example, the
suppliers are required to increase their understanding of customer value (a supplementary
resource) for their product expertise to influence the BMs’ assortment decision, as seen in
Table 6. This conclusion contrasts with other resource alignment works that have
marginalized or disregarded supplementary resources (e.g. Harrison et al., 2001; Adegbesan,
2009; Lin, Yang and Arya, 2009). This view can also provide important literature input, since
supply chain integration is closely related to resource alignment (Narasimhan and Kim, 2002;
van der Vaart and van Donk, 2008). However, the role of supplementary resources, is not
stressed in integration literature. The suggested interrelation between supplementary and
complementary resources is formulated in the proposition below:

Proposition 1: If suppliers that are integrated in BM category management have
supplementary resources, it is more likely that their dissimilar resources are complementary
rather than wasteful.

This study does not give definitive answers regarding why supplementary resources are
mentioned as important in the relationships between suppliers and BM central managements,
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but not in the relationships between stores and BM central managements. Within marketing
research, trust is perceived to be a crucial factor for explaining alliance success (Morgan and
Hunt, 1994); these ideas are also adopted in resource alignment research (e.g. Lambe,
Spekman and Hunt, 2002; Wittmann, Hunt and Arnett, 2009). Therefore, a possible
explanation is the higher degrees of trust within the BMs compared to the supplier
relationship. The stores and the BM central management have made long-term investments in
their relationship and are highly interdependent. In this situation, the store and the BM central
management can divide responsibilities to a further extent, and do not need to share resources.
In the relationships with the suppliers, trust is lower and relationship vulnerability is higher.
Therefore, opportunistic behavior risk (c.f. Williamson, 1991) is higher. This is also supported
by Gruen and Shah (2000), who claimed that it is difficult for retailers to recognize supplier
opportunism in category management. The actors then need to have similar resources in order
to ensure that the other actor does not act opportunistically.

For example, the suppliers’ marketing roles are currently limited to educating store employees
— and sometimes the customers. If the suppliers would share in the BMs’ understanding of
customer value (a supplementary resource), they could be given more responsibility in
educating customers and other marketing activities. Another (supplementary) resource needed
by the suppliers is IT maturity, which could grant them more responsibility in marketing
activities.. If trust were higher between a supplier and a BM, they could share responsibility
for the marketing activities to a larger extent. Without this mutual trust, the responsibility
devolves to one of the actors. In the example of customer education, the supplier can be fully
responsible for some programs, while the BM is fully responsible for others. Therefore, they
need similar resources, as both have to explain product characteristics and customer value in
their educational programs. With higher trust, they would be able to take responsibility for
different educational parts: the supplier for product characteristics and the BM for the
customer value. This leads to proposition 2:

Proposition 2: For a supplier that is integrated in the category management of a BM, the need
for supplementary resources is higher when trust between the supplier and the BM is low.

The supplementary resource need, however, is only present for responsibilities that affect both
the supplier and the BM. In this case, the pricing decision does not directly influence the
supplier, and then the resources of the supplier complement those of the BM, even though
they lack supplementary resources. This is formulated in proposition 3:

Proposition 3: The need for supplementary resources among BMs and suppliers is higher
when the resources are needed for category management activities for which the actors have a
shared responsibility.

In addition to the propositions, this paper makes two contributions to category management
research. First, a description and a modularization of category management into four distinct
activities are provided. Second, this paper illustrates how resource alignment can be used to
assess how suppliers and stores can contribute to category management.
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First, this article provides a theoretical description of category management in relation to
previous literature and the definition of four category management activities. Previous
literature contains surprisingly few reviews of which activities other authors include in
category management; this is often taken for granted (e.g. Chen et al., 1999; Dhar, Hoch and
Kumar, 2001; Cachon and Kok, 2007), although these assumptions can vary significantly. In
this paper, category management is considered an approach that all retailers have adopted to a
varying extent. Category management consists of the four activities of assortment choice,
pricing, marketing, and inventory management.

Second, this article illustrates how the resource alignment framework introduced by Das and
Teng (2000) can be used to assess how suppliers and stores can contribute to category
management. As noted in the introduction, previous category management research does not
agree on when and how suppliers should be included. By adopting the resource alignment
framework, new insights are provided with regard to when and how the resources of suppliers
and local stores can be used to improve category management. The specific resources needed
in the four category management activities can be seen in Table 7. For the assortment and
marketing activities, the supplier can potentially provide useful knowledge about its products,
while the BM stores should know the local market and how the market demands affects
assortment and marketing activities. The BM and the supplier also need a shared view on
customer value if the BM should trust the supplier to make suggestions that will increase
customer value, as perceived by the BM. For pricing activities, the supplier can provide
recommended prices based on the costs incurred by the different products, whereas the BM
has to adapt these suggestions to suit the market prices. Finally, inventory management
activities are mainly reliant on information communication systems that enable the supplier to
share its production plans and the BM to share sales data and forecasted future demand.

Table 7: Complementary and supplementary resources needed in the category management activities of builders'
merchants

Category Complementary Resources Supplementary Resources
Management
Activities
BM Supplier Joint
Assortment Local customer Product knowledge = Shared view on customer value
activities demand and fit between
products
Pricing activities Adapts prices to Recommends prices
suit market based on product
demand costs
Marketing activities | Local customer Product knowledge = Shared view on customer value
demand
Inventory Information communication
management system
activities
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Managerial implications

This study describes the resources held by the different category management actors vis-a-vis
technical expertise, local customer demand, aggregated-level demand and economies of scale.
Even though differences between different kinds of merchants and retailers exist, this
description would likely look similar for retailers as well. The description of resource
alignment provides support for retailers and their suppliers concerning how to assign category
management roles and responsibilities. While the retailers themselves are often well equipped
to manage pricing and inventory management, the supplier can provide important support in
assortment and marketing management. Another part is the internal coordination between the
retailers’ central management and the stores, where it is important that the resources of the
stores are exploited.

More generally the paper provides management with a matrix that enables management to
assess the current status, and required improvements, of resource alignment in category
management.

Further research

In this paper, Das and Teng’s (2000) resource framework is applied to explain when and how
supplementary resources are needed in order to turn dissimilar resources into performing,
complementary resources. It would be interesting to see if these propositions hold in other
contexts and can be made into general statements. Though Das and Teng’s article is heavily
cited, few efforts have been made to apply their framework in empirical settings. The findings
in this paper show a possible avenue for further research. The necessity of supplementary
resources for obtaining complementary resources requires broader empirical investigation.
This paper also demonstrates the potential to analyze category management through the
resource alignment framework. The resources identified in this paper apply to builders’
merchants, and it would be fruitful to assess whether the resource requirements in other kinds
of retailing are similar.
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