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Executive summary

This research focuses on the application of food quality standards in the Mongolian meat
processing industry. It is increasingly argued that meat processing companies should improve
their application of food quality standards. This will be necessary when the Mongolian meat
industry seeks to enter the International market and the application of food quality standards
increases the added value of processing meat. Literature review shows that the quality
management functions are quality policy and strategy, quality control, quality assurance, quality
design and quality improvement. Within the strategic management area, quality policy and
strategy focus on the strategic behavior of firms that influence their quality performance. The
guality assurance and the quality control system influence the quality performance of the firm.

This research is about the question which food quality standards are applied in the traditional
meat market and it is about the question what the possibilities and bottlenecks are when the
International food quality standards are applied in the Mongolian meat processing industry.
Objective of t hi s Teemorider recomméntation erd impravingi the :food'
guality standard application in the Mongolian meat processing industry.” Thi s wi | |
investigating the application of quality standards in the Mongolian meat processing industry and
by investigating how the best practicing company contributes to apply a high level of food quality
standard.

The quality standard application in the Mongolian meat processing industry has never been
empirically studied. The two methods that will be used in this research are: a desk research and
a case study. Four Mongolian meat processing company cases will be used for analyzing
subject matter I. The Mongolia best practicing company case will be used for analyzing the
subject matter Il. The interview results from stakeholders, best practicing company and four of
meat processing companies are compared each other to put the cases in a broader perspective
of applying food quality standard in the Mongolian meat processing industry.

Research results showed that three levels of strategies of firms and its alignment of strategies
have a significant influence on the food quality standard application. A bad strategic formulation
and a bad alignment of strategies of the company influence the application of standards
negatively. The level of quality control posed to the suppliers by the firm and the level of quality
assurance system of the firm directly influences the application of standards. A higher level of
guality assurance system motivates a firm to apply a higher level of quality standards. A higher
level of quality control posed to the herders positively influences on the application of quality
standards. Good input quality motivates meat producers to produce high quality meat products
that comply with a higher level of quality standards.
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1. Conceptual research design
The conceptual design deals with determining the subject of the research project and consist of
research objective, research questions and research framework (Verschuren and Doorewaard,
2010).

1.1. Background

Mongolia is a country which is rich of agricultural resources. Agriculture plays a significant role
in Mongolian economics; in 2012 it was good for 22% of the GDP* (Mongolian statistical bulletin,
2012, p.128). The Mongolian meat sector entirely follows a traditional pastoral system which is
production focused and it is fully dependent on the natural phenomena. UNIDO? (2011)
presented strategic directions for the Mongolian meat industry sector in which it was pointed out
that the Mongolian meat industry is not an integrated meat industry that it consists of a separate
meat production and meat selling system. Compared to the meat industry sectors of other major
meat processing countries, Mongolia has a non-integrated and a non-segmented meat supply
chain without a co-ordination strategy (Van Gelder and Erdenebaatar, 2007). Herders
concentrate on least-cost inputs because they don't have any understanding of the production
benefits that may be accrued from high quality production methodologies. Neither do they have
the possibility of regular use of veterinary service, vaccines and drenches (Van Gelder &
Erdenebaatar, 2007). Since 76 percent of herder families have 1-200 head of livestock these
herders couldn't afford regular veterinarian service fee and focus on increasing their number of
livestock to survive economically (Animal Health and Livestock Marketing Project, 2008). The
environmental situation is unpredictable that average temperature is -20C to -30C in the winter
time, snow and harsh winter temperature strongly influences the quality of the meat that is
supplied to the meat industries (Lise et al., 2006).

Mongolia has approximately 48 million head of livestock (Mongolian statistical bulletin, 2012,
p.47). In some area of the pasture land this creates a shortage of water. 71 percent of the land
is subject to some form of degradation and there is a lack of meat producing ability in animals
(Lise et al., 2006). The country currently faces the problem of overproduction of meat due to an
increase of domestic production of animals (Van Gelder & Erdenebaatar, 2007). Therefore,
Mongolian meat industry is seeking to enter to International market and to add value to meat
through processing. In 2011, Mongolia exported 20.000 ton beef to the Russian market and
91.400 ton mutton to Turkey and Jordan. A small amount of goat meat and horse meat were
exported to China, Japan and Korea. There are production difficulties and food safety issues to
be resolved before meat can be exported to the world meat market (UNIDO, 2011). In general,
the level of profitability, hygiene, management and meat production efficiency at which the
Mongolian industry operates is very low compared to world standard. It is to be expected that it
will take many years to become competitive in international markets (UNIDO, 2011).

1.2. Selected problem
Mongolian meat supply practice is different from other countries. Herders mostly live in isolated
locations where distance to the nearest city is approximately 100-450 km. For this reason

1 .
Gross domestic product
2 United Nations Industrial Development Organisation



herders mostly supply their red meat or live animals to local wholesalers (market middle men).
Wholesalers deliver it to the urban big market where red meat is sold without acceptable quality
control. Meat processing companies have certain quality requirements when live animals are
supplied. Whereas, the individual wholesalers purchase animal carcasses without pressure for
price differentials for different muscles in the animal carcass which condition gives high margin
advantage to the individual wholesalers not to meat processing companies. Herders increase
their income by selling more or bigger animals not by paying attention to quality of live animal
and quality of animal carcasses (Maytsetseg and Richiro, 2006).

The current meat processing industry in Mongolia does not meet the international standards of
production, or the food safety requirements of importing countries (Van Gelder and
Erdenebaatar, 2007). It will take time for Mongolia to achieve the organization, production and
food safety standards necessary to participate fully in the international red meat market
(UNIDO, 2011).

The Mongolian government has been trying to enforce the implementation of international
standards in all local food productions and the government wants to expand the application of
food safety standards to the meat supply chain. Mongolian government also approved National
program for food security by Resolution No0.32, February 2009. This program would be
implemented in 2010-2016 with the aim of: i) support to meat farms, meat processing facilities
and meat exporters ii) establish comprehensive agriculture and food production complex which
comply with International standards; and iii) increase production of healthy and safe meat by
improving processing to meet international standards . This is not an easy task in a country with
a nomadic cul ture.riTthe” nleavw “ &mpmrdo,\asksttheiwhole khaat
production industry to firstly provide training to its workers and secondly to at least acquire the
necessary software to implement full traceability of meat from its source tills the end consumer
(www.mofa.gov.mn).

Some of Mongolian meat processing companies did not wait for any law and are at the forefront

of the standardization of the Mongolian me a't industry, “Makh

(/www.makhmarket.mn/) has been applying an internationally accepted food safety standards
with the full HACCP? certification. There are 43 red meat processing companies in Mongolia, 19
of them export meat to the foreign market, 15 companies have their own laboratory to test meat
guality and except from 8 of them installed full modern equipment in their processing plant
(Meat producer association of Mongolia, 2013) However, the food quality standards are not
equally implemented among various meat processing industries. The majority of the meat
processing companies are not innovative in applying quality standards in their processing
plants®. Therefore, the focus of this research is on studying application of quality standard in
Mongolian meat processing industries and what quality control requirements are posed to their
supplier.

® Hazard analysis and critical control point
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*“Annual standard information-2 012" , Mongol i an authority of standardization

7

q


https://www.makhmarket.mn/

1.3. Research objective

This research is about the question what food quality standards are applied to the traditional
meat market and it is about the question what the possibilities and bottlenecks are when the
International food quality standard (HACCP) is applied in the Mongolian meat processing
industry. As mentioned in the introduction, the low level of food safety is caused by the
traditional meat serving practice and by the dependency of the agriculture on the environment.
Due to its fragmented and underdeveloped nature, only little research has been conducted to
create insight into the Mongolian meat industry and its players. This research helps to
understand the importance of applying food quality standards and its impact on the quality
performance of meat processing companies. The food quality standard application has become
more important in improving the competitive advantage and for providing sustainability in the
meat processing industry.

The objective of this thesis research is formulated as follows:

The objective of this research is to provide recommendation on improving a food gquality
standard application in the Mongolian meat processing industry.

This will be achieved by investigating an application of quality standards in the Mongolian
meat processing industry and by investigating how the best practicing company
contributes to apply a high level of food quality standard.

The project context can be descr i boiehtedarsseagh,act i ce
the project context mostly consi st s (Veadchueruand ect s w
Doorewaard, 2005)



1.4. Research framework

The following research framework is formulated:

A
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%

| ERvE

Best practicing

company

Selected
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Stakeholders

@ (b) (c) (d)

Figure 1. Research framework

The above presented research framework consists of four sections, these four sections serve as
a tool to improve the clarity of the research process and help to keep the research process on
the right path:

(@)

(b)

(c)

Based on the study books, scientific literatures, research reports and conference
proceedings the concepts ‘ qual i ty as s ur an csandardssirt #enmeat
i ndustry’ , improvenmewut reiectian in stragegic, innovational and operational level
strategic guideline of company’, ‘“how do
performance’ wi || be assessed. The findi
reviewed for building a theoretical framework.

Best practicing company is selected due to its higher level of food quality standard
implementation (HACCP) among Mongolian meat processing companies. Based on the
theoretical framework generated from (@), the best practicing company will be interviewed to
get information of applying International quality standard. Four meat processing companies
that represent medium sized meat processing industries will be interviewed to gain
information of how other companies apply the private and public food quality standards. The
interview results will give a broader perspective regarding how food quality standards are
applied to meat processing industry and will provide specific information that how quality
standard improvement are reflected to strategic, innovational and operational strategies of
the companies. Key stakeholders would also be interviewed to get deep insight of
application of food quality standards of companies and meat supply chain of Mongolia.

The interview findings from (b) will give qualitative data. Four Mongolian meat processing
company cases will be used for analyzing subject matter I. The Mongolia best practicing
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company case will be used for analyzing the subject matter Il. The interview results from
stakeholders, best practicing company and four of meat processing companies are
compared each other to put the cases in a broader perspective of applying food quality
standard in the Mongolian meat processing industry.

(d) The analysis of (c) finally results in an overview of food quality standard application in
Mongolian meat processing industry. This will be evaluated by how companies reflect quality
standard improvement in strategic, innovation and operational level, quality control
requirements are taken to suppliers of live animals or animal carcasses and what level of
guality assurance systems are applied by the Mongolian meat processing company. Finally,
their influences to application of food quality & safety standards per firm will be analyzed.

1.5. Research questions:

Based on the research objective the following general research question is formulated:

How are food quality standards applied within the Mongolian meat processing companies and
what are the possibilities and bottlenecks when a higher level of food quality standards are
applied in the Mongolian meat processing industry?

From the general research question the following sub-research questions are deducted:

i.  How do food quality management functions influence the quality performance of the
firm?

ii. How do food quality management functions influence the application of food quality
standards that Mongolian meat processing companies apply?

iii. What lessons can be learned from the Mongolian meat processing company that
applies the International food quality standards?

iv.  What possibilities and bottlenecks will arise when the higher level of food quality
standards are applied in the Mongolian meat processing industry?

10



1.6. Key concept definitions
Standard:
Standard is defined parameters that segregate similar products into categories and describe
them with consistent terminology that can be commonly understood by market participants
(Reardon, 2001).

Standard-setting:
Standard-setting process is the introduction and operationalization of a standard through the
formulation of written rules and procedures (Henson and Humphrey, 2009).

Standard application:
The implementation of rule and procedure are carried out by the entity that is conforming to the
standard (Henson and Humphrey, 2009).

Quiality performance:
Quiality related performance evaluated by certain quality characteristics (Beamon, 1999).

Quiality assurance:
All planned and systematic actions required to ensure that a product complies with the expected
guality requirements (Van der Spiegel et al., 2004).

Meat quality:

The whole features and characteristics of a meat product that present its ability to satisfy implied
consumer need (Van der Spiegel et al.,, 2004). Quality could be determined by product and
process characteristics.

Herder:
Pastoralists breed and grow livestock in the Mongolian traditional way and supplier of meat
processing companies.

Meat processing industry:

Meat processing industry is the processed meat manufacturing sector which is considered to
transform livestock into products for intermediate or final consumption (Mongolian statistical
bulletin, 2012. p14).

Hazard analysis and critical control point®:
Hazard analysis and critical control point is food production, storage and distribution monitoring
system for identification and control of associated health hazard.

> http://www.businessdictionary.com/definition/HACCP.html
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2. Overview of the quality management of firm

This chapter provides an overview of the food quality management of firm and detailed
information of the quality policy and strategy describes in sub-chapter 2.1, the quality control is
discusses in paragraph 2.2, the quality assurance system describes in paragraph 2.3 , and the
final sub-chapter describes quality improvement of the firm. In this study quality improvement of
the firm is discussed as quality standard application of the firm. This chapter will answer sub
guestion 1: How do food quality management functions influence the quality performance of the
firm?. The answer to this research questions is found through literature study. The main
objective of this chapter is to get theoretical background of the study.

Quality management is able to manage a part of the business performance but it addresses all
areas of management concern and their interrelation (Lunning et al., 2009). The five managerial
functions are derived from food quality management literature, that contribute to the realization
of food quality, design, control, improvement, assurance, and policy and strategy of quality
(Luning and Marcelis, 2007). Food quality management functions nicely explicated by Luning et
al., (2009):

Quality policy and strategy

Quality design
Quality Quality
improvement assurance

Quality control

Figure 2. Food quality management functions

From the managerial view, the quality policy and strategy is an essential function for quality
improvement because it relates the quality objectives to the goal and strategy of the company
by setting requirements on the quality system (Lunning., 2009). Luning et al., (2009) stated that
quality design is equal to quality planning activity that focus on fitting product features to needs
of consumers. The operations part is covered by quality control and the innovations part by
guality design. The setting requirements on the quality system can be assured by food quality
assurance system that the company is implementing. The assurance of quality is the entirely of
all planned and systematic actions required to ensure that a product complies with the expected
guality requirements (Van der Spiegel, 2010).

The food quality management functions can be summarized in Luning et al., (2009) as follows:
1. Quality policy and strategy is the process of deciding on: quality goal and objectives, quality
level of products, quality level of resources, and the quality system. Aim of the function of

12



guality policy and strategy is to identify long term food quality goals and objectives, and how
to achieve them by the quality system. Companies are being aware of the importance of the
clearly establishing quality values in the firm strategy (Hellsten and Klefsjo, 2000; Lunning et
al., 2009).

2. Quality design is the process of deciding on: product and material specifications, production
process requirements, and quality of resources in terms of specifications. Quality design aim
at incorporating quality in food product and process design.

3. Quality control is the process of deciding on: actual product and material quality, actual
production and process quality, and actual quality of production and storage facilities.
Quiality control is ongoing process of evaluating the performance of product properties,
production process, and human processes.

4. Quality improvement is the process of deciding on: changes and product and material
specification, changes in production process, and changes in quality of resources. Quality
improvement is systematic approach to improving quality by bring people, processes and
resources to a higher level of quality performance.

5. Quality assurance is the process of deciding on: requirements to the quality management
system, providing the quality management system related to organization and technology,
actual performance of quality management system, and necessary changes in the quality
management system. Objective of quality assurance is to control the quality management
system, which includes all activities and decisions to concern quality, and to conduct
assurance to customers that quality requirements would be met (ISO, 2005).

Within the strategic management area, quality policy and strategy is expresses strategic
behavior of firm against constrains of the environment in which firm operate (Henson and
Caswell, 1999). According to the management concern, quality control is operational activity of
guality management while quality design is innovations activity of management function. Quality
assurance is especially important in food sector since typical characteristics of product place
huge demands on assuring ultimate product quality (Luning et al, 2009).

2.1. Quality policy and strategy
This sub-chapter provides an overview of firm strategy and formulation of strategy which are
linked to application of food quality standards of the firm. The paragraph 2.1.1 discusses the
firm strategy in quality management concern and its function and the paragraph 2.1.2 describes
the firm performance measurement in strategic formulation. This chapter partially answers the
firstsub-r e sear c h g Hevsle food guality snanagement functions influence the quality
performance of the firm? " .

2.1.1. Food quality strategy
The management activities are essential for the performance of the product and production
quality (Luning et al., 2009). Managing the quality dimensions of an organization is not gradually
different from other aspect of management it involves the formulation of strategies, setting goals
and objectives, preparing action plans, implementing plans, and using control system to take
corrective actions (Calingo, 1995). Management concerns regarding food quality are ranging
from long term to short term: strategic (long term), innovation (mid-term) and operations

13



management (short term) and three main resources as suppliers, technical infrastructure and
markets are distinguished in figure 3, presented by Luning et al., 2009:

Strategic Product strategy
management

Innovation Product and process development
management

Operations Production process
management

Figure 3. Food quality management concern

According to the Luning et al., (2009), description of management concern is mentioned as
following:

T Strategic management i s t he deci sion regard

objectives, product/market combinations and major resource allocations.
Decisions on products deal with products and product groups, market segmentation, and
the quality level of products. Decisions on resources are consist of supplier selection, co-
operation with suppliers, investment for production facilities, automation in
manufacturing, and investment in market.

1 Innovation management is the decision process of product innovation and/or process
innovations which are intended to reach to strategic goals and objectives. Innovation
management can be product oriented including new product development, product and
material specifications and be resource oriented including technological process
development, machinery modification, detailing supplier relation, assuring purchasing
channels. Innovation management functions are as link between strategic and
operational management activities.

1 Operations management is the decision process of consumer orders, process of supply,
production, and distribution of product. Operations management process also can be
product oriented and resource oriented, in the practice, operations management is more
product oriented than resource oriented.

A general description of quality system has been described as of organizational structure,
responsibilities, processes, procedures, and resources that facilitate the achievement of quality
management (Van der Spiegel et al.,, 2010). Constant changes in technology, quality
requirements and competitive environment dictate that all business units, support units and
employees are linked to strategy- that all have common achievement to communicate strategy,
as well as food quality systems to implement it (Kaplan and Norton, 2001). Quality driven
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strategy highlights broad objectives, innovation & learning objectives, and operational objectives
on concerning quality achievements (Kaplan and Norton, 2001). Henderson (2004) stated
various objectives of firm that the broad objectives need to be refined into define goals with
specific measures of attainment if they are going to provide clear incentives for performance.
Operational objectives are drivers of financial and customer performance focusing on
manufacturing excellence, quality and productivity. Firm highlights innovation and learning
objectives is able to make continual improvement.

Strategy quality management is defined as a comprehensive and strategic framework linking
profitability, business objectives, and competitiveness to quality improvement efforts with the
aim of harnessing the human, material and information resources organization-wide in
continuously improving products that will allow the delivery of customer satisfaction (Curkovic
and Handfield, 2006; Juran, 1989). Quality management is all the activities and strategic
decisions performed in an organization to produce a product with the desired quality level (Van
der Spiegel et al., 2010). These activities and decisions aligned with the assurance of quality:
entirety of all planned and systematic actions requited to ensure that a product complies with
the expected quality requirements (Van der Spiegel et al., 2010).

2.1.2. Firm performance measurements in strategic formulation
Quiality can be an important part of competitive strategy of the firm due to quality management
activities are essential for the performance of production and process quality (Luning et al.,
2009). Effective deployment of business objectives down through the organization and the
consequent measurement of performance in critical areas serve as key elements of sustainable
competitive advantage (White and Fai Pun, 2005). A food firm embeds any changes to their
strategy when faced with changes on food safety legislation or regulations. The strategic
process has a nhumber of steps, with corresponding to firm level activities. First, a firm should
identify the regulation, the firm must then interpret regulation to establish whether any of its
products or processes are affected and to what degree. These three steps are administrative
activities and would likely involve all functional areas of firm including production and operations
management, distribution and marketing management. If the process indicates that the firm will
be affected by the new food quality legislation, it might then establish a corporate position to
formulate strategies (Loader and Hobbs, 2001). Figure 4 describes the conceptual model of
strategic process for food safety legislation presented by Loader and Hobbs (2001):

Identify the regulation

Administrative
Interpret the regulation

Determine to what extend product/processes are affected N Maintain
0 status Quo
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YES

Establish a corporate position

Administrative

Analytical
Marketing
Formulate compliance strategies
Péoduc'iion & ![nfor:mfalltion Marketing Distribution Supply chain
perations echnology
management strategy strategy strategy strategy
strateav

Figure 4. Conceptual model of strategic process for food safety legislation

Loader and Hobs (2001) explains for formulating compliance strategies that all activities related
to production and operations management would be involved to meet new food safety
standards. Food safety standards requirement controlled by specific measurements and
assessment indicators. The way in organization measures performance reflects its corporate
culture and its strategic formulation (Kennerley and Neely, 2002) and standard formulation
would frame the key strategic issues of a firm through a sequential involvement of corporate,
business and functional perspective (White and Fai Pun, 2005). Performance measurement is
composed of various performance measures which are linked to setting of goals, standards and
targets for improving the performance of organization (Bourne et al., 2002). Bourne et al.,
(2002) introduced Integrated Performance Measurement system (IPMS) which is closed loop
control system of performance management process. IPMS deploys policy and strategy and
obtains feedback from various levels. This model is composed of five systems interacting and
coordinating in a controlled manner (White and Fai Pun, 2005).

Systems of IPMS described in figure 5, are addressed as following:
0 System 1 is the operational unit that produces the products and represents the

productive function of an organization

0 System 2 is the local management system that co-ordinates the activities of operational
unit. This system represents the business process that contains the business activities of
system 1.

0 System 3 represents the tactical management system that manages the operations of
system 1 and 2 by setting targets and priorities. This system is responsible for
performance of business process.

0 System 4 is the developmental system that is concerned with the external environment
and improvement. This system identifies the changes necessary to the lower level
system, and identifies the improvement gaps and set strategies to fulfill corporate
objectives.
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0 System 5 sets the direction, the corporate policy and objectives the organization would
be adopting in the future. This system sets the corporate priorities and targets.

Figure 5 is nicely describing reference model of Integrated Performance Measurement
system which compiled by White and Fai Pun:

The
environment
Market
Customer
People
Shareholders

Integration

System 5Sets direction, strategy, policy ¢
objectives based on current performance
external indicators obtained from system

System 4Provide external intelligence wit
respect to the strategic objectives of the
business. Express stratdgjectives in
measurable term and sets targets

System 3Deploys strategic objectives an
priorities to coordinating (system 2) and
operational (system 1) measures. Monitc
manages performance®ptiocess

System 2Employs processented
performance measures to ensure that
individual business activities and tasks al
coordinating effectively

System 1Employs performance measure
measure the performance of each busine
activity or task

Deployment

Environmental requirements and competitive
position:Business results, consumer satisfactic
society satisfaction

Business objective®o the business objectives
reflect the environmental requirements and ga

Strategic measureBo the performance measul
and priorities used at a strdtagitreflect the
business objectives, environmental requireme
the associated priorities?

Cocoordinating/process measurés the
measures and priorities at this leveltheflect
environmental requirements, business objecti\
strategic measures and priorities?

Operational measurd3o the measures and
priorities employed at business activity level re
the higher level objectives, measures and prio

Figure 5. Reference model for integrated performance measurement system

The application of firm level food safety and quality standards may give greatest scope for firm
and product level differentiation while promoting competitive advantage on the basis of ability
product manage complex network of firm through the supply chain (Henson, 2008). The key to
success is gain insight of quality and quality standard application integrated into corporate
strategic formulation (Johnson et al., 2009).
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Conclusion:

This paragraph has described the three levels of food quality strategies and performance
measurement in the strategic formulation of the firm. It will partially answer the sub question 1.:
How do food quality management functions influence the quality performance of the firm?

Quiality can be an important part of competitive strategy. Managing the quality dimensions of an
organization is not gradually different from other aspect of management it involves the
formulation of strategies, setting goals and objectives, preparing action plans, implementing
plans, and using control system to take corrective actions (Calingo, 1995). Management
concerns regarding food quality are ranging from long term to short term: strategic (long term),
innovation (mid-term) and operations management (short term). Quality management is all the
activities and strategic decisions performed in an organization to produce a product with the
desired quality level (Van der Spiegel et al., 2010). These activities and decisions aligned with
the assurance of quality: entirety of all planned and systematic actions requited to ensure that a
product complies with the expected quality requirements (Van der Spiegel et al., 2010).

Activities in a strategic management in food quality concern are explained in the table 1 which
stated in sub-chapter 2.1:

Strategy Main concern Activities Specific activities
Strategic Product strategy 0 Organi zat i on{Product decision: products market
management 0 Overall objectives segmentation, and the quality level of
0 Product/market products
combinations Resource decision: supplier selection,
0 Resource allocations co-operation with suppliers, investment
for production facilities.
Innovation Product and process | 0 Product innovation Product decision: product
management development 0 Process innovations development, product and material
0 Resource and material | specifications
specification Resource  decision:  technological
process development, machinery
modification, detailing supplier relation,
assuring purchasing channels
Operations Production process o Consumer orders Product decision: quality, quantity,
management 0 Process of supply delivery time, and schedule of all
0 Production processes.
o Distribution of product Resource decision: the way resources
are used in production processes.

Table 1. Specific activities of strategic management
Own compilation based on Luning et al., 2009; White and Fai Pun, 2005

Table 1 described firm quality strategies with their activities. Strategy quality management is
defined as all quality improvement efforts with the aim of harnessing the human, material and
information resources organization-wide in continuously improving products that will allow the
delivery of customer satisfaction.

A food firm embeds any changes to their strategy when faced with changes on food safety
legislation or regulations. The strategic process has a number of steps, with corresponding to
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firm level activities. If the process indicates that the firm will be affected by the new food quality
legislation, it might then establish a corporate position to formulate strategies (Loader and
Hobbs, 2001). Strategic management in food quality concern is comprehensive activity which
covers broad strategic objectives, innovation and learning objectives and day-to-day operational
management objectives. Effective deployment of business objectives down through the
organization and the consequent measurement of performance in critical areas serve as key
elements. Strategic management formulation in alignment with up and down stream and their
deployment which mentioned in the sub-chapter 2.1 described in the following table:

System System unit Activity and/or concern Responsibilities
System 1 Operational unit Produces the product Productive function of the
organization
System 2 Local management system Co-ordinates the activities Business process which include
of operational unit the business activities of system
1
System 3 Tactical management Manages the operations of Performance of business
system system 1 and system 2 by process
setting targets and priorities
System 4 Development system Concerns with the external Identifies the changes necessary
environment and to the lower level system, and
improvement identifies  the improvement
gaps and set strategies to fulfil
the corporate objectives
System 5 Sets and direction, corporate Achievements that the Sets the corporate priorities and
policy organization  would be targets.

adopting in the future

Table 2. Strategic management formulation in alignment with upper and lower level activities

All levels of strategic objectives are linked to upper and lower level objectives by setting goals,
standards, targets and consequent continuity of strategies. Performance measurement is
composed of various performance measures which are linked to setting of goals, standards and
targets for improving the performance of organization.

2.2. Food quality assurance system
This sub-chapter provides an overview of food quality assurance system in the food industry.
The paragraph 2.2.1 discusses the general overview of the food quality assurance system, and
the paragraph 2.2.2 describes the focuses of commonly used assurance systems in food
industry. This chapter partially answers the firstsub-r e s ear ch questi on as: ““How
management functions influence the quality perfor

2.2.1. Overview of the food quality assurance system

Quality assurance is primarily aimed at giving guarantees to both management and
stakeholders regarding quality, while to the company it initiates corrective actions and to the
external stakeholders it provides confidence and ensures credibility (Lunning et al., 2009).
Stakeholders require a specific set-up of quality management system of the company. These
requirements are described well in the established quality assurance guidelines and standards
like GMP, HACCP, ISO 9001: 2000, ISO 22000 and BRC etc. (Jacxsens et al., 2009; Luning et
al., 2009)
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Quiality assurance is aiming at ensuring and providing confidence that process function well by
setting requirements on internal quality management system, validating its effectiveness and
verifying its actual performance (Luning et al., 2009). Quality assurance system includes
policies, processes and procedures for delivering safe, high-quality food (Wever and Wognum,
2008). In the food industry, good manufacturing practice (GMP), HACCP, I1SO, and a BRC are
applied voluntary or obliged by legislation to ensure food quality and food safety, to prevent
liability claims, and to build and maintain trust of consumers (Van der Spiegel, 2010).

Figure 6 elaborates position of the quality assurance system in food industry by (Hoogland et al,
1998):

BRC or ITS Food
Quiality assurance

system
Quiality, Health &
GMP HACCP ISO Safety at work and TQam
> —> environment —>
system

/ \ = \ Generic
Specific int o

Generic Specific Safety Generic f;testra e

.. . rategic
Characteristics Safety Safety Qu:fllt\/_ Integrated e —

Organization .
\ j j oriented

Figure 6. Position of Quality assurance system in the food industry

2.2.2. Quality assurance systems focus on food quality aspects

Each quality assurance system covers different quality aspects of this complete quality system
that some focus on management aspect, whereas others focus on technology aspects
(Hoogland et al, 1998). The three important generic quality assurance systems in the food
sector are: Good agricultural practices (GAPs), Hazard analysis of Critical Control points
(HACCPs) and International Organization for Standardization (ISO). In the last two decades,
new environment of quality assurance approach is prevailing where the food chain assumes
responsibility for safety through control of their process (Trienekens and Zuurbier, 2008).

Van der Spiegel (2010) argued that Good manufacturing practice (GMP) is the most common
food practice code. GMP combines procedures for manufacturing and quality control in such a
way those products are manufactured at a certain quality level that complies with their intended
use (IFST). Since GMP creates the basic environmental and operating conditions for food
production, the codes can be the basis of HACCP.
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HACCP is a systematic approach to the identification, evaluation, and the control of all food
manufacturing steps that are critical to food safety (Van der Spiegel, 2010). The aim of HACCP
is assuring the production of safe food products by prevention instead of by quality inspection
(Leaper, 1997; Unnevehr and Jensen, 1999). Even though HACCP intended to focus on
microbiological hazards in food, it is applying for another aspect like chemical, physical, social
and economic hazard (Van der Spiegel, 2010). Performance of a HACCP system is able to
evaluate to the extent on which the HACCP principles are applied, and control or instructions
are executed (Loode, 2000). According to the Trienekens and Zuurbier (2008) HACCP involves
seven principles:

- Analyze hazard (biological, chemical or physical)

- Identify critical control points

- Establish preventive measures with critical limits for each control points

- Establish procedures to establish procedures to monitor the critical control points

- Establish corrective actions when monitoring shows that a critical limit has not been met

- Establish procedures to verify that a system is working properly

- Establish effective recordkeeping to document the HACCP system

ISO standards have been developed in order to achieve uniformity in product or services and to
prevent technical barriers to trade (Van der Spiegel, 2010). The essence of an ISO based
guality system is overall activities and handling must be established in procedures that must be
followed by ensuring a clear guideline of responsibilities and authority. Record keeping and
audits should be revealed if procedures have been followed and main part of the standards is
concerned with health, safety, or environmental aspects (Van der Spiegel, 2010; Hoogland et al,
1999). In practice, an ISO certificate is useful for manufacturers but assurance of product quality
is not guaranteed (1SO, 1999).

British retail consortium certification of the International Technical Standard for Food Suppliers
(ITS Food) is a technical standard for companies supplying retail branded food products. BRC
used for assuring product quality and food safety (Smith, 1999 and Van der Spiegel, 2010). Its
certificate is not able to guarantee of food safety it shows an awareness of the responsibility of
manufacturers for food safety (Damman, 1999). Many different quality assurance systems are
discussed in the literatures. Some quality assurance systems are initiated by retailers while
others are initiated by food producers. Quality assurance systems exist that focus on the
environment while others focus on a specific region or local production (Trienekens and
Zuurbier, 2008). In this research the focus is on quality assurance systems that are required by
food producers to assure their product quality.

Conclusion:

This paragraph has described the food quality assurance systems and their activities to focus to
improve quality performance. It will partially answer the sub question 1: How do food quality
management functions influence the quality performance of the firm?

The food quality assurance system is defined as follows: the assurance of quality is the entirely
of all planned and systematic actions required to ensure that a product complies with the
expected quality requirements (Van der Spiegel, 2010). The three important generic quality
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assurance systems in the food sector are Good agricultural practices (GAPs), Hazard analysis
of Critical Control points (HACCPs) and International Organization for Standardization (ISO).
The quality assurance systems are initiated by different actors of supply chain and each quality
assurance system covers different quality aspects. Some focus on management aspects some
focus on food safety aspects, and some focus on technological aspects. Quality assurance
system includes policies, processes and procedures for delivering safe, high-quality food.
Quiality assurance certificate is not able to guarantee of food safety it shows an awareness of
the responsibility of manufacturers for food safety.

2.3. Food quality control
The main objective of this sub-chapter is to gain understanding that how individual firm able to
takes quality control requirements to their supplier in order to improve their input quality. While
Paragraph 2.3.1 describes the supply control in the resource view, paragraph 2.3.2 discusses
supply control in the production view. This sub-chapter partially answers the first specific
research question a s : “How do food quality management fu
performance of the firm?”.

The large variation in incoming material is dramatically influence on primary food production and
there is considerable uncertainty regarding actual properties of raw material and products
(Luning et al., 2009). Manufacturing firms are increasingly focusing on their core competencies
and committing to suppliers to design, development, and delivery of innovative cost-competitive,
high quality raw materials (Krause et al., 2000). According to Luning et al., (2009) the quality
control in food production is analyzed on both product decision and resource decision with
respect to three basic functions as: supply control, the production control, and the distribution
control. Luning et al., (2009) presented quality control matrix in the table below:

Supply Production Distribution
Product 1 Incoming material control 9 Product control 9 Distribution control
control 1 In storage control 1 In storage control 1 Service control
1 Complaint service
1  Supplier evaluation 1 Process control 9 Distributional channel
Resource 1 Supplier relationships 1 Process capability control
control analysis 9 Customer relationship
1 Equipment control 1 Market analysis

Table 3. Quality control matrix
In this research the focus is on supply quality control in order to investigate the quality

requirements of meat processing companies pose to their suppliers to improve input quality.

2.3.1. Resource control:
The resource control activity is able to be summarized as measuring supplier performance,
evaluating supply sources and developing supplier resources (Stevenson, 2006). Regular
resource control helps companies to focus resources on value-added activities instead of
reacting to supplier performance induced problems such as: defects, expending, excess
inventory, late deliveries to consumer, and reduction of market competitiveness (Gordon, 2006).
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Supplier selection:

Food quality and safety standards can serve as function as instruments for the coordination of
supply chains by standardizing product requirements over supplier (Henson, 2008). Supplier
decisions are the one of the critical aspect that firm ought to incorporate into their strategic
processes. Supplier selection process is a multiple-criteria approach which includes both
gualitative and quantitative factors (Prajogo, 2004). In order to select the best supplier the
industry should make a trade-off between tangible and intangible factors where some literatures
highlighted that the trade-offs among quality, cost and delivery performance measures in the
supplier selection process (Gonzalez, 2003).

As far as quality is concerned capabilities and performance of supplier needs to be assess

(Barrie Dale et al., 2007). Supplier assessment process consists of supplier selection and

supplier evaluation. Gordon, (2006) emphasized the importance of supplier assessment which
process of evalwuating supplier s’ ebperfoimaneesfartheor act i ¢
reducing cost, mitigating risk and driving continuous improvement. Kannan and Tan, (2002)

classified suppliers in four main factors along with the target indicator of supplier selection

process and took survey to get indicators. The following table 4 is nicely described scale items

of supplier selection factors:

Factor Scale item

0 Supply chain relationship
Strategic commitment of supplier to o Supplier order entry and invoicing system
buyer o Suppliers’ stratelyngfirinmpor
0 Annual order percentage in buying firm
o Supplier’s supplying abili
o Suppliers’ interest to she
0 Ability to delivery due dates
Ability to meet buyer needs 0 Honest and frequent communication
o Commitment to quality
o Commitment to continuous improvement in product and
process
0 Reserving capacity for unexpected demand
o Flexible contract terms and conditions
o Financial capacity
Capability 0 Technical expertise
0 Industry knowledge
0 Scope of resources
0 Testing capability
Buyer-supplier fit 0 Geographical compatibility/proximity
o Past and current relationship with supplier
Honesty and integrity o0 Insurance and litigation history
o Open to site evaluation
o Suppliers’ effort in el i mi

Table 4. Supplier selection indicators
Presented by Kannan and Tan, (2002)
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Supplier evaluation:
Firms now expect suppliers to attain and maintain established standards of product quality,
service, distribution, promotion and partnering, however, without effective monitoring of supplier
performance, a firm is unable to assess whether its current supplier meeting the needs of the
firm (Simpson et al., 2002). The important aspect of the supplier assessment is supplier
evaluation (Kannan and Tan, 2002), by expl oi ti ng suppliers’ capabilit
product quality, quicker integration of technological breakthroughs and shorter product
development lead times are the expected outcome of the supplier evaluation (Regatz et al.,
1997; Kannan and Tan, 2002). Luning et al., (2009) supported this idea that a company has to
consider price, qguality, the suppliers’ reputatict
evaluating supplier performance. Stated by Luning et al., (2009) typical factors a company
should take into account when evaluating suppliers are:
0 Price: whether discount offered is the most important
o Quality: what is the quality reputation is the supplier, what quality assurance
system does the supplier have?
0 Service: replacement of defective material, sharing purchase-market information,
and fast response on complaints
0 Location: it has impact on shipping time, transportation cost and response time
o Emergent cases: quality claims due to origin can play a role
o Inventory policy of supplier: when demands are fluctuating guarantees are
needed
o Flexibility: willingness and ability of supplier to respond to changes in demand.
There are several approaches that the firms evaluate their supplier: questionnaire, scorecard,
site visits, certification to third party standard, and supplier performance management software
(Gordon, 2006). According to the Gordan (2006), supplier evaluation is insisted to evaluate
following factors:
0 Measure business practices, policies and processes
o Determine whether supplier meets your requirements
o Determine supplier’”s ability to succeed in
o0 Create an actionable improvement strategy
Kannan and Tan, (2002) introduced more detailed supplier evaluation indicators along with
taken survey. Table 5 is nicely described supplier evaluation indicators:

Factor Scale item

Delivery and service quality Service level

On time delivery

Quality level

Correct quantity

Willingness to change products to meet changing needs
Quick response time in case of emergency

Willingness to participate in new product development
The flexibility to respond to unexpected demand changes
Use of electronic data

Willingness to share sensitive information

Responsiveness

Information sharing

O O0OO0OO0OO0OO0OO0OOO0Oo

Table 5. Supplier evaluation indicators
Presented by Kannan and Tan, (2002)
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2.3.2. Product control
The end product is received in satisfactory condition to the consumer that is properly stored in
order to quality will continuously meet production requirements. The late deliveries of material of
part, missing or detective items can cause large problems for manufacturers by disrupting
production schedules, increasing inventory costs and causing late deliveries of product (Luning
et al., 2009). As mentioned Lunning et al., (2009); the supplier product control consists of
incoming material control and in storage control. The supplier product control sets general
requirements, specifically, use of suitable storage, implementation of suitable monitoring and
verification activities.

Meat quality:
Measuring the product or process parameter is one of the quality control activities in the
operational manufacturing process (Luning et al., 2009). The evaluation of meat quality plays
maj or role for consumer s’ det e 010)i Asidenfgom imttingic
guality attributes as color, marbling and leanness extrinsic quality attributes such as origin or
environmental aspects tend to become increasingly important for consumers (Kristina, 2010).
Becker (2000) defines product characteri st i ¢cs as “those features
technical indicators for product quality and are measurable with standardized analytical
met hod"” . Four categories of product charac
2000):
1. Characteristics indicating nutritional value:
Protein, fat, carbohydrate content, ash content, digestibility etc.;
2. Characteristics indicating processing quality:
Share-force, sarcomere, length, pH-value, color, fatness, water-binding capacity etc.
3. Characteristics indicating hygienic quality:
Residues, contaminants, micro-bacterial status, additives etc.;
4. Characteristics indicating sensory quality:
Texture, flavor /odor, color or appearance etc.
Luning et al. (2009) also identifies different categories for food quality. Health aspects, sensory
aspects and food safety aspects are identified by Becker (2000) and Luning et al. (2002)
included shelf-life. Shelf-life is a time between processing and packaging of the product. The
operationalization for meat quality for this research is based on the research of Becker (2000)
and Luning et al. (2009).

Meat quality
Sensory aspect Health aspect
0 Color Safety
0 Firmness 0 Protein .
0  Water holding capacity 0 Fat 0  Pathogenic micro- Puzsliieost
organism
0 Ultimate pH 0 Carbohydrate . 1 & | 0 Shelflife
oxic compounds
0  Marbling-intramuscular fat content e P
0 Tenderness 0 Ash content 0  Physical agents
0 Palatability traits 0  Digestibility

Figure 7. Meat quality characteristics
Own compilation based on Backer (2000) and Luning et al. (2009)
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Monitoring of quality performance of supplier:

The strategy chosen by firm is able to have long-t er m consequences on

relationship with upstream (supplier) and downstream (customer) as well as competitive
relationship with rival firms (Seemann et al., 2000). Monitoring takes place in order to mitigate
some of the uncertainty of food safety (Starbird, 2005). Different monitoring strategies are
identified in the literature: direct measurement, sampling and laboratory testing and audit and
certification.

Direct measurement:

Direct measurement is able to be done by visual inspection of shape and color or by the use of
certain instrument. Direct measurement strategy can be done by supplier in order to monitor
quality of their products, by the producers to monitor the quality of the delivered product and by
third parties as auditing (Starbid, 2005).

Sampling and laboratory testing:

Some product characteristics such as micro-bacteria not able to be monitored by the direct
measurement and should be analyzed more extensively. In order to get laboratory test result on
these product characteristics samples need to be taken. Different type of analysis can be
conducted to check the quality of meat product (Holleran et al.,1999). Producers and suppliers
can hire independent laboratories to take samples and analyze these samples.

Audits and certifications

I f quality | evel of the end product is criti

Monitoring and enforcing compliance with quality standard for the process is more complicated
than monitoring the compliance with product standard. Quality standards for the process relate
to the characteristics of the process is may not be evident in the product itself (Luning et al.,
2002). The main monitoring strategy for production process is auditing, production process can
be audited for compliance with governmental regulations or for the standard set by meat
producers.

Conclusion

This paragraph has described the three levels of food quality strategies and performance
measurement in the strategic formulation of the firm. It will partially answer the sub question 1:
How do food quality management functions influence the quality performance of the firm?

The supply quality control activities are described by Luning et al., (2009) as: the product control
is including incoming material control and in storage control of material and the resource control
is including the supplier evaluation and the supplier relationships. Regular resource control
helps companies to focus resources on value-added activities instead of reacting to supplier
performance induced problems such as: defects, expending, excess inventory, late deliveries to
consumer, and reduction of market competitiveness (Gordon, 2006). The initial step of the
resource control is supplier assessment. Supplier assessment process consists of supplier
selection and supplier evaluation. The table 6 shows the indicators of supplier selection and
supplier evaluation:

26

fi

cal



Activity

Main concern:

Target indicators:

Specified indicators:

Supplier selection

- Quality
- Cost

- Delivery performance

Strategic commitment of
supplier to buyer

Supply chain relationship

Supplier order entry and invoicing
system

Suppliers’ strategi
buying firm

Annual order percentage in buying firm
Supplier’™s supplyin
Suppliers’ interest

Ability to meet

needs

buyer

Ability to delivery due dates

Honest and frequent communication
Commitment to quality

Commitment to continuous improvement
in product and process
Reserving capacity for
demand

Flexible contract terms and conditions
Financial capacity

unexpected

Capability

Technical expertise
Industry knowledge
Scope of resources
Testing capability

Buyer-supplier fit

Geographical compatibility/proximity
Past and current relationship with
supplier

Honesty and integrity

Insurance and litigation history
Open to site evaluation
Suppliers’ effort i

Supplier
evaluation

- Measure business
practices, policies
and processes

- Determine  whether
supplier meets your
requirements

- Determine
ability to succeed in
the future

- Create an actionable
improvement strategy

Price

Whether discount offered

Quality

What is the quality reputation is the
supplier,

What quality assurance system does the
supplier have

Service

Replacement of defective material
Sharing purchase-market information
Fast response on complaints

Location

Impact on:

Shipping time
Transportation cost
Response time

Emergent cases

Quality claims due to origin can play a
role

Inventory policy of - When demands are fluctuating
supplier guarantees are needed
Flexibility - Willingness and ability of supplier to

respond to changes in demand

Table 6. Indicators of supplier selection and supplier evaluation
Own compilation based on Kannan and Tan, (2002)
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The supplier product control sets general requirements, specifically, use of suitable storage,
implementation of suitable monitoring and verification activities. The late deliveries of material of
part, missing or detective items can cause large problems for manufacturers by disrupting
production schedules, increasing inventory costs and causing late deliveries of product (Luning
et al., 2009). Meat quality is evaluated by requirement of product aspects including:

0 Sensory
0 Health
o Safety

o Freshness
Table 7 gives an overview of monitoring strategies identified in literature. Those strategies are
used to investigate supplier product quality:

Strategies for monitoring quality

Product Direct measurement (visual or instrumental)
Sampling and laboratory testing (microbiological testing etc.)

Process Inspection of certification and/or audit report
Performing audit

Table 7. Monitoring strategies
Quality can be monitored by:
0 Actors internal to industry or supply chain: producers and suppliers
0 Third parties: government inspection agency, independent laboratories
It is will presented which strategies are used by Mongolian meat processing companies to
monitor the quality of meat delivered by suppliers.

2.4. Food safety and quality standards
This sub-chapter provides an overview of food quality and safety standards in the food industry.
The paragraph 2.4.1 discusses the general overview of the food quality standards, and the
paragraph 2.4.2 discusses the application of food quality standards. This chapter partially
answers the first sub-research question: “ H o wod duality management functions influence
the quality performance of the firm?”.

2.4.1. Overview of the quality standards in food industry

While standards are abundant to any market economy (Busch, 2000) and serve a fundamental
role in the organization of supply chain virtually all products and services and facilitating trade,
whether in the same local and global, the current food safety and quality environment has raised
the role of standard into new level (Henson and Reardon, 2005). To achieve a high quality of
meat, standards are set for product quality and process quality (Humphrey and Schmitz, 2000).
Product standards focus on if the physical standards are in conformance with the standard set,
while process standards focus on if the product is produced in conformance with standard set.
Standards for process quality are difficult to monitor by other parties in the chain because it is
not able to be measured by analyzing the final products (Ruben et al., 2004).
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The rationale of food safety regulations can be objectively assessed according to scientific
and/or economic justification and standards might appear to present a rationale framework for
the development of the food safety regulation, in practice the standards may be difficult to apply
(Caswell, 2001). The scientific rationale for food safety regulation is integrated into the
framework of risk analysis, which consists of a three-stage process as follows: (1) risk
assessment: assessment of the risk to human health associated with a particular food-borne
hazard; (2) risk management: decisions regarding the acceptable level of risk; (3) risk
communication: information about the risk and chosen methods of control are communicated
amongst interest parties (FAO/WHO 1995, 1997).

Standards are generally classified by their standard-setters that private standards developed
collectively by private sector actors and public standards are dictated by government authorities.
Public standards are the government regulations for food safety and the all forms of mandatory
standards. Public standards are classified by their organizational form of standard-setters that
individual firm standards and national or international collective standards. To provide
classification of defining private and public standards, table 2: distinguishes between mandatory
and voluntary standards, and between standards set by public or private entities (Henson and
Humphrey, 2009):

Public Private
Mandatory Regulations Legally-mandated private
standards
Voluntary Public voluntary standards Private voluntary standards

Table 8. Form of standards

Public standard, the most familiar form is the regulations promulgated by governments that are
mandatory within the sphere of competence of the government, however, government also
promote standards that are voluntary (Henson and Humphrey, 2009). According to the Henson,
2008, private standards can be adopted by non-state actors or can be adopted by state actors
and invested with statutory power.

Public food safety standard:
With respect to food quality, public standards have been implemented to ensure fair

competition, to protect consumers from being misled and to promote fair quality based
competition (Buzby et al., 2001). Mandatory standards are generally the preserve of public
institutions can play a role in voluntary standards governance (Henson, 2008). Food safety has
traditionally been perceived as the preserve of government regulation to protect human health
which enforced through official inspection of production facilities and end products (Henson,
2008). Product and process standards provide a mechanism through which public authorities
are able to regulate the food system in order to pursue social food safety and quality objectives
(Henson and Humphrey, 2009).

Private food safety standard:
In order to address consumer concerns regarding food safety public food safety standards have

been moves by the private sector. Voluntary consensus standards arise from formal
corresponding process with participation of market with or without government participation. A
variety of private organizations can be involved in the establishment of voluntary standards
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including industry and trade organizations, professional societies, standard-setting membership
organizations and industrial consortia (Henson, 2008). Private firms have a greatest incentive to
implement private standards where there are insufficient public food safety standards; here
private standards serve as a substitute for missing public institutions (Reardon et al., 2001).
There are strong motivations for firms to disseminate private standards in order to differentiate
themselves from competitors that operate at regulatory food safety requirements (Henson,
2008). According to the dynamic nature of standards and their evolution over time Henson and
Humphrey, (2009) classified private standards in very simple way:

1 Individual company standards. These are set by individual firms, frequently
communicated to consumers as sub-brands on their private label product.

1 Collective national standards. These standards are set by collective organizations that
operate within the boundaries of individual countries, including industry associations
and NGOs. Some of these standards are inherently national, while others have
International reach.

1 Collective International standards. This category of standard is often defined by the
reach of the standard; that it is internationally designed to be adopted by organizations
in different countries. This frequently means that the organizations in different countries.
This frequently means that the entity sets the standard has international membership.

2.4.2. Application of food quality standard

Food safety and quality standards are critical for meeting the demand of consumers, and
increasingly form the basis of product differentiation in contemporary product (Henson and
Reardon, 2005). An application and enforcement of firm level food safety and quality standards
may afford the highestlevel* due di | i genc e’ liakiligyandthe greatestsgapé fart or vy
firm and product level differentiation on the basis of food safety and quality (OECD, 2004).
Private standards are frequently characterized as going beyond the requirements of public
standards. This going beyond the requirement of public standards includes different elements.
First, private standards may set a higher standard for particular food product attributes. Second,
private standards may increase the scope of activities regulated by standards, the standard
coverage can be extended both vertically and horizontally which extending the span of control
up and down, and including new elements to be regulated by standard. Third, the private
standards are much more specific and perspective about how to achieve the outcomes defined
by standards (FAO, 2009). Private standards firms tend to develop standards using own
internal technical resources or external consultants. A challenge of the both public and private
standards is harmonization. Harmonization of national food safety regulations around
international standards has been slow; especially the private food safety standards undermine
this process of harmonization. The private standards introduced a new layer of governance that
further fragments national markets according to the food safety requirements with which
exporters must comply (FAO, 2009).

Different functions are involved in making standard operational. The Henson and Humphrey
(2009) distinguished five different elements associated with standard integration:
1 Standard-setting: Introduction and operationalization of a standard through the
formulation of written rules and procedures.
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1 Adoption: A decision by entities to adopt the standard. Where the private companies can
adopt standard by requiring their supplier to use it. Those standards can be developed
by company itself or one it assisted to third party to develop standards.

1 Implementation: The implementation of rule and procedure are carried out by the entity
that is conforming to the standard. In this case, the implementer is the company that
applies the standards in its own business.

1 Conformity assessment: Procedure employed to verify claims that comply with the
standard and provide documented evidence. There are various methods to assessing
conformity including self-declaration by the implementer of the standard, inspection by
the standard adopter (second party certification) and third party certification.

1 Enforcement: Approaches to respond to non-compliance and sanctions to withdraw
recognition if corrective action is not taken.

Standard-setting, adoption, implementation, conformity assessment and enforcement may be
carrying out by public or private organization according to the nature of the standard (Henson
and Humphrey, 2009).

Henson (2008) argued that firms can benefit strategically from food safety standard regulations
by obtaining first-mover advantage, by enhancing competitiveness relative to other firms in the
market or creating barriers to entry. Majumdar and Markus (2001) outlined three main strategic
choices encountered to the firm in its response to food safety standard regulation:
o Stonewalling- where the firm try to ignore the problems created by the food safety
standard regulations
o Opportunity seeking- where the firm seeks the opportunities to gain competitive or
other advantages by food safety standard regulation
0 A mixed strategy-where t he firm's response might
development and strong marketing

If the strategic decision of the firm with an established market position, and economics of scale
of production and testing and marketing new product often see regulation of quality standard
and they able to respond to with a greater degree of speed and precision than other firms
(Loader and Hobs, 2001).

Conclusion

This paragraph has described the food quality and safety standards that the firms can apply. It
will partially answer the sub question 1: How do food quality management functions influence
the quality performance of the firm?

To achieve a high quality of meat, standards are set for product quality and process quality.
Product standards focus on if the physical standards are in conformance with the standard set,
while process standards focus on if the product is produced in conformance with standard set.
In the food industry, private firms have a strong incentive to set and implement private
standards where there are insufficient public food safety standards. But harmonization of
national food safety regulations around international standards has been slow; especially the
private food safety standards undermine this process of harmonization.

The private standards introduced a new layer of governance that further fragments national
markets according to the food safety requirements with which exporters must comply. Firms can
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get benefit from food standards by obtaining first mover advantage, by enhancing
competitiveness in the market and creating barriers to entry. Food quality and safety standards
give opportunity to food suppliers to supply their products without prior quality control. Product
and process standards provide a mechanism through which public authorities are able to
regulate the food system in order to pursue social food safety and quality objectives as well.

Different functions are involved in making standard operational. The five different elements
associated with standard integration:

1

T

Standard-setting: Introduction and operationalization of a standard through the
formulation of written rules and procedures.

Adoption: A decision by entities to adopt the standard. Where the private companies can
adopt standard by requiring their supplier to use it. Those standards can be developed
by company itself or one it assisted to third party to develop standards.

Implementation: The implementation of rule and procedure are carried out by the entity
that is conforming to the standard. In this case, the implementer is the company that
applies the standards in its own business.

Conformity assessment: Procedure employed to verify claims that comply with the
standard and provide documented evidence. There are various methods to assessing
conformity including self-declaration by the implementer of the standard, inspection by
the standard adopter (second party certification) and third party certification.
Enforcement: Approaches to respond to non-compliance and sanctions to withdraw
recognition if corrective action is not taken.
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3. Theoretical framework
The information found in the literature study, is used to build a theoretical framework. Figure 7
represents the theoretical framework. The theoretical framework explicates the relation of
quality management functions that contributes to the application of food quality standards and
that contributes to the quality performance of Mongolian meat processing industry.

Quality policy & strategy of the firm: the quality strategy is the driver of the quality performance
of the firm because it identifies long and short term food quality goals, identifies objectives, and
describes how these quality goals and objectives are achieved. Quality goals and objectives
directly influence the application of the quality standard of the firm. Implementation of the quality
policy with regard to quality standard improvement requires the firm to evaluate the quality
performance in compliance with certain achievement indicators.

Alignment _between levels of strategies: constant changes in technology, food quality
requirements and environment, dictate meat processing companies to link these changes with
all level of strategies and the internal food quality system should implement it. If the company
formulates the wish to apply a higher level of quality standards in their broad strategic
objectives, it should be reflected in the lower levels of quality improvement strategies. In the
innovation and learning objectives the company should reflect the production and resource
development activities that are necessary to apply a higher level of quality standards. The
planned improvement on supply process, production process and distribution can be integrated
into the company’'s objectives aialignmenewith the foad a | l ev
guality standards that the firm applies. This will be evaluated by assessment indicators for the
strategic alignment of the meat processing companies. Assessment indicators for strategic
management levels are measured by the fulfilment of requirements that are identified in the
three levels of strategies of the firm.

Application of food guality standards: food quality standards that are in accordance with certain
product requirements ensure safe food. Companies develop private food quality standards with
the aim of improving their supplier standards, eliminating multiple audits and offering high
guality products to the consumer which can meet their certain demand. Level of quality standard
application of the firm can be defined by the conformity assessment. The conformity
assessment is the procedure employed to verify claims that comply with the standard and
provide documented evidence. There are various methods to assessing conformity including
self-declaration by the implementer of the standard, inspection by the standard adopter (second
party certification) and third party certification. Application levels of food quality standards are
described as follows:
o Insufficient level: firm applies only public food quality standards
0 Intermediate level: firm applies both public & private food quality standards, working to
identify critical control points or working establish procedures for monitoring the critical
control points
o Higher level: firm applies a higher level of food quality standards including HACCP or
ISO
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Application of food quality standards per firm will be described by the answers of group of
guestions which operationalized in food quality standards based on theoretical framework
below.

Quality assurance system: the food quality assurance system is able to influence the strategic

choice of the firm because the quality assurance system requires the firm to change its
management and operational activities. In order to deliver safe and high quality food, quality

assurance policies, processes and procedures should be integrated into the or gani zati on’
overall objectives, into product and resource oriented decisions, and into overall operational and

production decisions.

Level of guality assurance system: the level of quality assurance system can influence the
decision which quality standards the firm should apply. In order to apply a higher level of quality
assurance system, the firm should apply a higher level of quality standards on their production.
On the other hand, if a firm assures their product quality by applying a higher level of assurance
system, it means that their product quality has already reached a certain level. In this study, if
the Mongolian meat processing company gets a HACCP assurance system certification, then
this company is perceived as applying a high level of quality assurance system. The Mongolian
meat processing company that started to develop HACCP quality guidelines and regulations in
accordance with the national production standards is perceived as applying a medium level of
guality assurance system. If the Mongolian meat processing company assures the production
guality by the end-of-pipe inspection using only the national standards, then this company is
perceived as applying a low level of quality assurance system.

Quality control on the supplier: quality control activity ensures that the firm imposes quality
requirements on their suppliers. The quality requirements imposed on the supplier consist of
resource control system and product control system. The main objective of those control
systems is to reduce the large variation in the quality of incoming materials. The quality of
incoming material influences both the product decision and the resource decision of the firm.

Quality level of suppliers: the quality level of incoming material influences the level of output
guality. Therefore firms impose quality control on their suppliers in accordance with the applied
guality standards. The quality level of the supplier that is indicated in this study is based on the
levels of resource control and production control that the companies impose on their suppliers.
Quiality level of supplier defined by the production and resource control requirements which
impose by the meat processing companies on their supplier and how do their suppliers comply
with those requirements. If the meat processing company poses all production and resource
control requirements to their supplier and its suppliers comply with requirements, the quality
level of supplier regarded to be higher. If the company poses all important production and
resource control requirements to their supplier and its suppliers comply with requirements the
quality level of supplier regarded to be intermediate. If the meat company poses some of
production and resource control requirements to their supplier and its suppliers partially comply
with requirements the quality level of supplier regarded to be lower.

The horizontal line of the theoretical framework shows that the quality policy and strategy of the
firm directly influence the application of food quality standards. The quality policy and strategy
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can be formulated in three levels of strategic management of the firm. Good formulated quality
improvement strategies do not only reflect quality improvement in three levels of strategic
management but also describe how to measure this quality improvement.

The vertical line of the theoretical framework shows the influence of intervening variables on the
guality performance of the firm. The level of quality assurance system that the firm applies and
the level of supplier quality control that is performed by the firm influence the application of food
quality standards. A higher level of food quality assurance system has a positive influence on
the improvement of food quality standards. The level of supplier control influences the decision
which quality standards should be applied by the firm. This decision is based on supplier
performance and input quality.
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Figure 8. Theoretical model

APPLICATION OF FOOI
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4. Research method

This chapter provides an overview of the research methodology that was used to gather data for
conducting the empirical research for this study. Paragraph 4.1 describes the research strategy
while paragraph 4.2 describes that qualitative interviewing is used as a method for information
disclosure in this research. The method of case selection and data sources is described in
paragraph 4.3. Paragraph 4.4 describes the structure of the interviews, including the
operationalization of literature study. Paragraph 4.5 describes the way in which results are
analyzed and paragraph 4.6 discusses the validity and reliability of this research.

4.1. Research strategy
The quality standard application in the Mongolian meat processing industry has never been
empirically studied. This research project would gain in validity if case study strategy is adopted.
The two methods that will be used in this research are: a desk research and a case study. The
case study should provide a deep insight on the subject matter and the desk research should
give a theoretical reflection to the subject.

Desk research:

For this research strategy existing literature is investigated to gain insight in theories in the field
of interest (Verschuren and Doorewaard, 2005). In the literature review the researcher will use
scientific publications from credible sources. This type of desk research is used in this study to
answer sub research question one and partially answer sub research question two. An
advantage of desk research is the possibility to collect a large amount of data in a relatively
short time span (Verschuren and Doorewaard, 2005). The findings from the desk research will
be reviewed for building a theoretical framework.

Case study:
In order to give a holistic and qualitative insight on the subject matter, the empirical strategy of

the research project will be a case study. A case study enables the researcher to investigate
situations in practical reflection and to gain profound insight into one or several objects or
processes (Verschuren and Doorewaard, 2005). The case will be studied is a descriptive case
and will highlight the aspect of food quality standard application. Both of multiple and single
cases would be analyzed. In this research, comparative and descriptive case studies will be
performed. Four of Mongolian meat processing company cases will be compiled to analyze the
subject matter I. The company which performs the best on application of food quality standards
among Mongolian meat processing industry will be analyzed to describe subject matter II.
Findings of key stakeholder meeting will be used to gain deep insight of the subject matter and
which will be used to analyses cases. Four Mongolian meat processing companies cases are
first analyzed by descriptive ways and the best practice company case will be analyzed by
comparative way. Two types of case selection method in the case studies are identified by
Verschuren and Doorewaard (2005): hierarchical method and sequential method. The
hierarchical method will be used to select the best practicing company which is the best in the
food quality standard application in the Mongolian meat processing industry. The “ Makh mar k
LLC is the only one company that has been applying internationally accepted food safety
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standards with the full HACCP certification. Thi s company i s selected as
company’ i n tdour f the eeat@daessihg contpanies will be selected with the

sequential method by their representativeness for medium sized meat processing companies of

Mongolia; selection of the cases will be described in the next sub-chapter.

Research design:

A) Multiple case study design: B) Single case study design:
Case | Case ll
Phenomenon

Company 1

Company 2 The ‘best practice
Company 3 the HACCP with full certificate
Company 4

Figure 9. Research design

A) Four meat processing company cases are bound together and analyzed to build subject as

“The application of food quality standardsintheMongol i an meat processing |
B) Interview findings from the best practicing company will be analyzed to build case Il as
“Mongolian best practice of food quality standar

4.2. Method of information disclosure

In the case study, the data can be collected in several ways. The data sources are divided by
origin of source and linked to appropriate methods of accessing the source (Verschuren and
Doorewaard, 2010). Documents and literatures are acquired by content analysis. In the
descriptive case study, respondents and internal documents are used to obtain the qualitative
data that is necessary to gain valid evidence of the facts. Interviewing is the suitable method to
gain gualitative data from different actors of the industry. The eight proposed actors to be
interviewed are four meat processing companies, three different stakeholders of the Mongolian
meat industry, and the best practicing company that performs the best in the application of
quality standards. Because of timing and their specific role in the Mongolian meat processing
industry, have meeting with three key stakeholders is the suitable method to gain information
about the Mongolian meat processing industry. Individual face-to-face interview will be
conducted to gain in-depth information.

The interview is intended to clarify information obtained within two directions of the theoretical
frameworks. First, the interview questions will be operationalized with regard to the horizontal
line of the theoretical framework. Second, the questions will be operationalized to get
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information about the vertical line of the theoretical framework. Semi-structured interview is
more flexible to ask in-depth questions. The semi-structured interviewing is a flexible process
(Bryman, 2004); the sequence of questions may vary and follow-up questions are not included
in the guide, could be asked.

Research material:
The research materials that will be used for this research include:

1. How do food quality management functions influence the quality performance of the
firm?
0 Books on food quality management, purchasing, and firm strategy
o Scientific articles on food quality standard, quality assurance, quality
performance, strategic management and purchasing
o Other literature, media, internet regarding food quality management and firm
strategy
2. How do food quality management functions influence the application of food quality
standards that Mongolian meat processing companies apply?
0 Books on research methodology
0 Scientific articles on research methodology
o Qualitative data from four of Mongolian meat processing companies interview
o Interview findings from key stakeholders of Mongolian meat industry
0 Mongolian meat processing quality standards application report
3. What lessons can be learned from the Mongolian meat processing company that applies
the International quality standards?
0 Books on research methodology
Scientific articles on research methodology
Qualitative data from the best practicing company interview
Interview findings from key stakeholders of Mongolian meat industry
Mongolian meat processing quality standards application report
o Information of Hazard analysis critical control point (HACCP) application
4. What possibilities and bottlenecks will arise when the International food quality
standards are applied in the Mongolian meat processing industry?
o Qualitative data from four of Mongolian meat processing companies interview
o Qualitative data from the best practicing company interview

(0]
(0]
(0]
(0]

4.3. Case selection
Case study research is a qualitative approach to gain detailed information on a stated topic from
a relatively small population. ltisdescr i bed as ‘ tshoegaim aepsomand and fellr
insight into one or several objects or processes which are restricted by t i me and
(Verschuren and Doorewaard, 2010). In this research, five meat processing company cases will
be analysed to gain insight in the application of food quality standards in the Mongolian meat
processing industry. In order to make a proper selection of cases, literature was reviewed,
experts consulted and company documents were studied. In order to select companies that can
represent medium sized meat processing companies of Mongolia, | had a meeting with

trie
space

stakehol der 1. Mr . Lhachinbal from the Mongolian

advice how to select companies from 18 medium sized companies that are running a meat
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processing business (selection criteria is provided below). In each company a semi-structured
interview had been conducted with two employees of the company. For the case study research
the general manager and food quality assurance manager were perceived as the most useful
persons to interview. A requirement is that the person is involved in making quality assurance
system and strategic decisions in the company.

In qualitative research the sample is intentionally selected according to the needs of the study,
commonly referred to as purposive sampling (Boeje, 2010). Purposive sampling has been used;
the cases are specifically selected because they can tell a lot about the issue of importance to
this study. Several criteria are generated from features of the Mongolian meat processing
industry. The criteria for case selection of interviewing companies are:
1) SME (Small and medium sized enterprise®): Since 29 of the 43 meat processing companies
are classified as SME (Mongolian statistical bulletin-2012, p.139), SME is selected as one of
the criteria to indicate representativeness of meat processing companies because this study
wants to investigate the application of food quality standards for small & medium sized meat
industries in Mongolia. But only 18 SMEs run their meat processing business constantly,
and 15 small slaughterhouses work in the Mongolian market (they are classified as micro
businesses).
2y Certification: The gener al of fice of t hie “Prof
responsible for the implementation of standards, rules and instructions that are approved by
the authorized organizations of government. The state inspector for the meat processing
companies checks the application & implementation of food standards, the processing
technology, the storage & production facility andthed oc ument at i on. The gr ade
“ A A Ark issued by the Professional Inspection Agency based on the report of the state
i nspector. Grade “A” i ndust withiethe acea of itsdazatian.h ei r me
Grade “AA” industries ar dhe bdal(Mongolian) chakettGragle r b usi
“AAA” i ndust rther prodace.nfwoeok theoseldcted four companies have been
graded “ AA” and havwe beerngraded h ¢ A Out 6f 18 SMEs that run their meat
processing business constantly, 11 are graded °
companies are graded ‘A’ .
3) Applying standards: 50-120 types of red meat product standards (national standards) are
applied to the meat processing companies of Mongolia (Mongolian meat producer
association, 2014). In order to improve the meat quality or to launch a new product into meat
market, the companies develop their own private standards. Based on the information of the
Mongolian meat association, two companies that apply only public standards and two
companies that apply private & public standards are selected for the interview. From the
interview selection it follows that the four selected companies have started to develop the
HACCP quality guidelines in alignment with Mongolian standards and quality regulations.
The best practice company is selected because of its unique performance on the application
of standards. The company has already achieved a full HACCP certification.
4) Supplier type: 85 percent of the red meat is supplied by herders (UNIDO, 2011). In this
study, the companies are selected by the criteria that live animals are supplied by herders.

® Small and medium sized industrial enterprises have 1-199 employees and their annual profit is less than 500 million
MNT (http://sme.gov.mn/)
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Table 9. Selection criteria of the interviewed companies

Companies Company size Certification type Applying standards Supplier type
Company 1 Medium AAA Public Herder
Company 2 Medium AA Public Herder
Company 3 Medium AAA Public & private Herder
Company 4 Medium AA Public & private Herder
Best practicing Medium AAA International food quality Herder
company standards with full HACCP

Below a short description will be given of each interviewed company:

Best practicing company:

“Makh mar kwewnakhinarket.mn) runs 5 small slaughterhouses in the countryside and
one medium sized meat processing plant in the city. This company has started to apply
internationally accepted food safety standards (18 regulations and 53 quality guidelines) and is
fully HACCP certified since December 2011. They were certified by the Swiss auditing company

SGS (Societe Generale de Surveillance). Itisthei nt ent i on of “ Makh mar ket

safety concept a step closer to the end client as it has also invested in the renovation of its five
retail shops in Ulaanbaatar (capital of Mongolia) to reach the same HACCP compliance.

Company 1:

“Mongol Ma k h hepx/pishréltgrauBnmh/m © H -Make Kk c)rnisoone of the medium
sized meat processing companies in Mongolia. Main activities are slaughtering livestock,
producing red meat and meat products. This company has exported beef to Russia and horse
meat to China. The company closed the operation temporarily for installing German equipment
that consists of slaughtering equipment and processing plant equipment. They applied only
public standards in production, and now they work on developing their own private standards.

Company 2:

Standard meat LLC (http://standardmeat.mn) is a small meat processing company that
produces packaged red meat, meat cuts and animal organ products. The company has its own
laboratory to test microbiological hazard. This company owns a small slaughterhouse, storage
facility and lab. Standard meat LLC applies public food quality standards.

Company 3:
“ Mo n g e ma http:Amorgema.mn) is a medium sized meat industry that runs their business

in meat processing, leather processing and animal sub-product processing. This company is
applying public standards and has developed their own private standards in line with processing
animal sub-product and red meat processing.

Company 4:
“Baatar uud Tham/anew dinf.mn)LisGone(of the new meat processing companies of

Mongolia that runs their business to provide red meat and meat products to Mongolian
consumers since 2011. The company has a storage facility and a small slaughterhouse. The
company applies public standards.

Interview findings from stakeholder interview will be used to get additional information about
Mongolian meat processing industry. Stakeholder meetings were organized with employees of
the stakeholder organizations that are active in the Mongolian meat processing industry, with an
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individual researcher who studies the Mongolian meat sector and with an official of the
government authority.

Table 10. Stakeholders and their contribution to this study

Stakeholder Field Contribution to the study

Stakeholder 1 Mongol i an me at o0 Meat production & export overview in Mongolia
association o Conduct information about applying standards of

each company

Stakeholder 2 Researcher from Asian Development | o Consulted Mongolian meat supply chain
Bank 0 Meat supply flow

Stakeholder 3 Officer in Ministry of food, agriculture | 0  Provide information about the certification of
and light industry of Mongolia companies

production

Stakeholder 1:

E. Lhachinbal, director of Mongolian meat association, in charge of connecting meat processing
companies to Russian and Chinese meat importers, allocating meat export quota with the
Ministry of Food, Agriculture and Light industry, and conducting business consulting service.

Stakeholder 2:

T. Khurelbaatar is an individual consultant of the Asian development bank who studied the
Mongolian meat supply flow and he is one member of the working group that will set up
agricultural auctions in local area centers.

Stakehold 3:
E. Narmandakh is an officer of the Ministry of Food, Agriculture and Light industry and she is in
charge of the meat sector policy.

4.4. The interview
The interview is used as a research method to conduct an in-depth research of the Mongolian
meat processing companies that apply food quality standards. Semi structured interviews are
conducted with selected employees of the focal companies. All five interviews were conducted
face-to-face, were recorded and transcripts were made. The transcripts were sent to the
interviewees for adjustment and additions. All interviews were held in Mongolian, as all
interviewees and the interviewer are Mongolian.

Operationalization of the interview:

To create the interview protocol, the concepts of the theoretical framework were operationalized
into variables and questions. Table 10 presents the operationalization matrix. The theoretical
framework is operationalized in 34 questions which were asked in a semi-structured way in the
interviews. Due to the explorative nature of the topic, almost all interview questions are open
guestions. The interviews with each of the companies discuss the application of food quality
standards in alignment with firm strategies, discuss the application of the food quality assurance
system, and discuss the quality control requirements that are posed to the supplier. The
guestions for the interview are self-developed and based on the theoretical framework.
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Table 11. Operationalization matrix

Concept for this
category

Variable for this
category

Indicators: Interview question

Quality requirements
set by quality
assurance system

Quality assurance
system

1.

Which quality assurance system does your company apply?

a) HACCP certification

b) 1SO certification

¢) End-of-pipe inspection

d) Mixed (End-of-pipe inspection with 1SO)

e) Other

Is your company intending to change the current quality assurance
system into a higher level system? Into which system?

Yes No

At certain product/factory

What does your company do to improve the quality assurance
system?

What is your main motivation to improve quality assurance system?
a) Export meat

b) Reducing food hazard risk

c) Eliminate multiple audit

d) Increasing fame

e) Ot her ...

Food quality standard

Public and private
quality standards

Product and process
standard

What kind of meat quality standards are applied to your company?
a. Private and public
b. Public
c. Private
What is your motivation to apply a higher level of quality standards?
a. Toimprove the standard imposed on the supplier
b. Eliminate multiple audit
c. Produce high quality products that meet the special demand
of consumers
d. Controlling production process
e. Ot her s ......
What is the advantage/disadvantage of the current food quality
standards that your company applies?

What activities (production /process method) are changed in order to
apply a higher level of food quality standards?

Formulation of quality
standard application
into the strategy of the
firm

Top level strategy

10.

11.

12.

What is the relation between the top level strategy and the application
of quality standards in your company?

a) Export orientation

b) Niche market

c) Competitiveness

d Ot her s ........

What is the core concept of the strategic guideline of your company
(if application of standards is not formulated in strategic guideline)?

Why does your company want to improve the quality standards?

How is the food quality standard application integrated into your
strategy?
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Innovation level
strategy

13.

14.

15.

16.

What are your major specific products and/or specific raw materials?

How is the improvement on food quality standards reflected in the
innovation plan?

What kind of technological changes were needed to apply the food
quality standards?

Does your company have quality department?

Operational level
strategy

17.

18.

19.

How well is your production plant prepared to implement food quality
standards?

What written rules and procedures are operationalized in the
production process?

Are your employees prepared to apply the different quality
standards?

Quality requirements
posed on suppliers

Resource control

(supplier selection
and supplier
evaluation)

20.

21.

22.

23.

24.

25.

26.

Does your company have direct representative agents for purchasing
live animals from herders?

What standards does your company apply when assessing the
s up p | perlormanse?

What are the challenges that you are faced with when raw material is
purchased from the herders?

How does the application of food quality standards influence the
supplier selection?

Could you give a score 1-10 to the list of supplier selection indicators
and explain the 3 highest scored indicators? (show list of indicators)

How do you consider the following factors when evaluating suppliers?
- Price

- Meat quality

- Service (replacement of defective)

- Location

- Flexibility

- Emergent cases

Which approaches are used for evaluating suppliers?
a) Questionnaire

b) Scorecard

c) Site visits

d) Third party certification

e) Supplier performance management software

Production control

27.

28.

Which approach do you use when monitoring the incoming material
quality?

a. Direct measurement

b. Laboratory testing

c. Audits and certifications

d. Other
Which quality attributes are important to purchase live animals?
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Integration of quality Strategic level 29. Which strategy did you formulate to improve your input quality?

control into strategy of 30. Does your company apply standards to impose quality control on the
the firm supplier?
Tactical level 31. How does the quality of incoming material influence the product

and/or process innovation?
32. Has your company planned to develop their own standards to
purchase live animals? If yes, is it reflected in the innovation plan?

Operational level 33. How does your company keep records of supplier selection and

supplier evaluation data?
34. How does your company evaluate the suppliers?

Key stakeholder interview (meeting):

Three key stakeholders are interviewed to get deep insight about the Mongolian meat
processing industry, meat supply, and Government policy on improving the application of the
food quality standards. The following questions were asked from the key stakeholders of
Mongolian meat industry.

Interview questions for stakeholders
Interview questions for stakeholder 1.:
(1) Follow-up question: What are the main activities of the Mongolian meat

association (MMA)?

(2) What does the MMA do to improve the meat quality and the meat quality
application of the meat processing companies?

(3) Could you conduct information regarding the quality assurance system that
Mongolian meat processing companies apply?
The following questions arose during interview:

A Why are the companies late to improve their quality assurance system?
A What motivates meat processing companies to improve their application
of quality standards?

(4) Which opportunities have you observed with regard to meat quality standard
improvement of Mongolian meat processing industries in general?

(5) Which bottlenecks have you observed with regard to meat quality standard
improvement of Mongolian meat processing industry?

Interview questions for stakeholder 2:

(1) Could you conduct information about Mongolian meat supply flows?

(2) What needs to be set up for an agricultural auction where live animals are sold?

(3) What can you tell about the quality of the meat that is supplied by herders to
processing companies?
Following question: - How can the her der ' s awar enesare of
improved?

(4) Do you have any recommendation and/or advice to meat processing companies
for imposing quality control on their supplier?

(5) What are the possibilities & difficulties to run animal farms in Mongolia? What are
the differences in the meat quality between meat from the animal farm and meat
from herders?
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Interview questions for stakeholder 3:
(1) Could you tell me about the government policy on improving the application of
food quality standards in the meat industry?
(2) How does the government authority certify the level in which the company
applies food quality standards?
(3) Why did MOFAI decide to force companies to apply the HACCP?
(4) Whatarethemai n i ndicators of “A”, “AA”, “AAA” ¢

4.5. Method of analysis
The analysis of the result should answer the sub research question i i i gw:do foad quality
management functions influence the application of food quality standards that Mongolian meat
processing companies apply?” ; i hat) lesson% can be learned from the Mongolian meat
processing company that applies the International food quality standards? ” ; vhat W
possibilities and bottlenecks will arise when the higher level of food quality standards are
applied in the Mongolian meat processing industry?

The transcriptions would be coded in the qualitative data analyzing program Atlas. Coding is
seen as the most important aid in conducting an analysis (Boeje, 2010), it is used to segment
and resemble the data. By coding all transcripts in Atlas, the results of interviews can be
compared with each other. The coding process started with open coding to segment all
transcripts. Open coding will be based on theoretical framework and interview questions. Then,
selective coding will be used to resemble the data. Based on the resembled results, research
guestions will be answered and conclusions would be drawn.

4.6. Validity and reliability

Reliability means that the indicator consistently comes up with the same measurement (De
Vaus, 2001). Reliability refers to dependability of research, researcher can do following case
study techniques: give full account of theories and ideas, assure congruence between research
issues and feature of research design, develop and refine case study protocol, assure
meaningful parallelism across multiple data source (Reige, 2003). There are external and
internal validity; internal validity is the degree to which the structure of a research design
enables to draw unambiguous conclusions from the results of the study (De Vaus, 2001).
Internal validity can define credibility of research by using case study techniques as check
cross-case pattern matching, do explanation-building, assure internal coherence of findings and
check concepts are systematically related (Reige, 2003). As stated Reige (2003) external
validity identifies transferability of study by certain case study techniques as use replication logic
in multiple case studies, define scope and boundaries of reasonable analytical of generalization
for the research, compare evidence with extant literature. It is the extent to which results from
study can be generalized beyond the particular study (De Vaus, 2001). The quality of the
research will be check with the validity and reliability of the measurements used in conducting
the research. Reliability will be ensured in our research by designing a similar format based on
the literature study that can be used in assessing all the three cases in the same way.

The reliability of the empirical research is being maintained by the in depth interviews and the
different background of interviewees. Interview result would be analysed by different qualitative
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data analysing methods to gain in depth research result. Cross-case analytical approaches
would be adopted to analyze cases. These approaches involve identifying set of variables
researcher wants to use as the basis of research typology (David de Vaus, 2009). In this thesis
study interviews with the best practicing company, with the key stakeholders of the meat
industry and with the four meat processing companies are used to build two cases. In order to
provide the reliability of the case building requirement, 34 interview questions are
operationalized for asking from five companies. Four medium sized Mongolian meat processing
companies and the best practice company that has applied the HACCP are interviewed. Three
stakeholders of Mongolian meat processing industry are interviewed to give more insight about
the application of the food quality standards in the Mongolian meat processing industry.
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5. Result and analysis
Paragraph 5.1 of this chapter describes the results of four cases of Mongolian meat processing
industry. The analysis in this paragraph will be done separately for four meat processing
companies and it will be used to argue subject matter I. The first subject is defined by the
guestion how the meat quality standard is applied by the Mongolian meat processing industry.

The second paragraph (5.2) of this chapter describes the result of the best practice company
case. The best practice company case analysis of how the higher level quality standard is
applied in the Mongolian meat processing industry. This analysis would be used to answer sub
research question that what lessons can be learned from the Mongolian meat processing
company that applies the International food quality standards?

5.1. Subject-I: Food quality standard application of Mongolian meat

processing industry

This paragraph studies how Mongolian meat processing companies apply food quality
standards and its alignment with the quality strategy and the quality policy of the firms. Relevant
analysis will be done in sub-paragraphs. Sub paragraph 5.1.1 discusses the level of quality
assurance systems, sub paragraph 5.1.2 discusses the application of quality standards, sub
paragraph 5.1.3 discusses the quality control for supplying live animals or animal carcasses and
subparagraph 5.1.4 discusses the quality strategy and quality policy of the firms. Relevant
gualitative data from interviews with four meat processing companies are summarized in tables
in which an overview is given based on quotes. At the final paragraph, a conclusion will be
drawn by answering the sub-research question “How do food quality management functions
influence the application of food quality standards that Mongolian meat processing companies
apply?” Relevant qualitative data from stakeholder interview will be involved to get deeper
insight of the case.

5.1.1. Level of quality assurance systems
This sub paragraph discusses the level of quality assurance systems. Literature (paragraph 2.2)
describes that the objective of quality assurance is to control the quality management system,
which includes all activities and decisions that concern the quality, and contributes in assuring
customers that the quality requirements will be met.

All interviewed companies are willing to improve their quality assurance system. They focus on
ensuring the continuity of their business and on fulfilling the government regulations to enforce
the HACCP quality assurance system. Companies 1
meat quality assurance system is to enable export of meat to foreign countries, company 2 and
company 4 mentioned reducing risk from food hazard and eliminating multiple audits are their
main motivation. All companies agree that the end-of-pipe inspection is not a good way to
assure quality control. They want to improve the quality assurance system and have therefore
started to develop their own processing standards. The possibility to export meat is their
strongest motivation to improve the quality assurance system. But they also realize that
assuring quality control in the production process is a possibility to reduce their business risk.
Even if all companies are working to improve their quality assurance system, this work is going
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very sl ow because of financi alfcqumsewe srafolewingthe | ack
government regulation to improve the quality assurance system but now is not the right time...
...O u company is not mature enough to focus on improving assurance system and production
technology, the government should postpone this ambitious requirement for 2-5 years....
Table 12. Level of quality assurance system and improvement of quality assurance
Company | Present quality assurance | Quote Planned improvement
system
Company 1l | o End-of-pipe inspection | ...The Mongolian meat quality assurance | o We planned to get a
by using public | system has traditionally been based on HACCP certification, in
standards production standards order to apply higher level
....In order to implement government assurance system we need
regulations and in consideration of future to prepare a lot (improve
profitability from exporting meat, we will lab techniques, training and
have to invest t o in develop quality
...We are planning to apply HACCP step by documents). We will
step.. improve assurance system
step by step.
Company 2 | o End-of-pipe inspection . We i mp Mengoéan standards very | o Apply the HACCP system
by using public | well assuring quality by complying with in 5 years
standards production standard is not very bad in
certain point ... (Applying the HACCP puts
...... Appl ying HACCP e pru| pressure on small companies)
turnover and profita
We don’'t Ilike a g
of how to run our bug
We are working
necessary processing standards. Applying
HACCP wil |l be done i
Company 3 | o End-of-pipe inspection | ...We are working on improving quality | o Working to develop quality
by using public and assurance .. control  guidelines and
private (processing) Even though we ha regulations of the HACCP
standards to their installing new equipment, training and | o Working on to get
slaughterhouse and creating quality guidelines etc., all in all, this certification of 1ISO-9000
fresh meat production |isgoodf or exporting mea
o Working on to get ...Assuring quality by using production
certification of 1ISO- standards is risky for producers if suspicious
9000 in their safetydistor t i on occurs in
processed meat
products
Company 4 | o End-of-pipe inspection | ...Improving production quality is our main | o Has not decided yet which

by using public
standards and private
(safety) standards

goal but we do n’ tve ehaagh money for,
now we are focusing more on keep meat
price in certain | evgq
... In the future we definitely apply one of
higher level quality assurance systems as
HACCP and | SO...

...Meat companies should work together to
develop uniform HACCP guidelines for

certification...

assurance system will be
applied to industry, still
studying advantages of a
HACCP system and ISO
system

Overall, it can be concluded that these four companies in the Mongolian meat processing
industry are aware of the importance to improve the quality assurance system. The main

motivation to improve the quality assurance i s

t hat t he

Mo n g odulatmmaskg over nm
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companies to apply HACCP by February, 2016; the companies are actively involved in
developing processing standards for preparation step to apply to HACCP assurance system.
The main challenges to improve the quality assurance system are the necessary investment, to
develop a big number of quality guidelines and keeping records of all quality control activities.

5.1.2. Application of food quality standards
This sub paragraph discusses the application of quality standards that Mongolian meat
processing companies apply. Paragraph 2.3 describes food quality standards that are
necessary in order to achieve a high quality of meat. These standards concern the product
guality and the process quality. Food quality standards with regard to the product quality focus
on it if the physical product is conform the standard requirements, while process standards
focus on it if the product is produced conform the standard requirements.

All companies agreed that developing a processing standard is essential for running a meat
processing business, because Mongolian standards tend to inspect only the final products and

some speci al products don’'t have Mongolian stand:
that if we launch a new product into the market, we first need to discuss with the Mongolian
authority with respectto st andar di zati on. This is time consumi

Company 3 explains that applying the international food quality standard would give them first

mover advantage in exporting meat. Company 4 f ocuses more on safety ¢

our own safety standards for some time now and for that reason we have gained enough

experience to apply the HACCP'. Company 2 highlig

meat processing industry is exaggerated; applying the HACCP requirement puts turnover

pressure to the SME’' s. T h dysborroweth @ bighamouht dorexpand a mp | e

their b uAlicompaniss..agreed that developing their own processing standards can
prepare companies to apply higher level quality standards.

Table 13. Application of food quality standard

Company | 1) Present quality standards Quote Motivated by:
2) Planned improvement
Company 1 | 1) Public standards ...The Mongolian meat quality assurance | - Profit from  meat
2a) Create and apply private system has traditionally been based on export
(processing) standards production standar ds |- Developing own
2b) Apply HACCP ....In . order to implement government processing standards
regulations and in consideration of future will create a stronger
profitability from exporting meat, we will and healthier/less
have to invest in instaling new risky company
equi p me.nWe.are planning to apply
HACCP step by step..
Company 2 | 1) Public standards ... We i mpl ement Mongo|- Create necessary
2) Apply meat processing | well,b, now we are assuring quality by processing standards
standards and apply | complying with production standards and | (HACCP puts pressure on
HACCP in 5 years working on developing our own food safety | small companies)
standards....

e We ar e wreatirg iseveral
necessary processing standards. Applying

HACCP wil | be done i
Company 3 | 1a) Public standards and ...We are working on improving quality | - Profit  from meat
private(processing) standards assurance .. export

50



To assure quality in
the production process
saves a lot of money

1b)  Applying uncertified 1SO-
9000 standards for processed
meat products

. Even though we haj-
instaling new equipment, training and
creating quality guidelines etc, all in all, this

2) HACCP will be appliedin 2- | isgoodf or exporting mea in case of safety
5 years ...Assuring quality by using production distortion in the end
standards is risky for producers if product
suspicious safety distortion occurs in the
end product ..
Company 4 | 1) Public standards and ...Improving production quality is our main | - A bigger focus on

meat safety standards
saves a lot of money
and probable
bankruptcy in case of
safety distortion in the
end product

private (safety) standards
2) Focus more on meat safety
standards

goalbutwedon’t have erfooiy
now we are focusing more on keeping the
meatpriceatacertain | evel
....Mostimportant i s t he saf ¢
...Meat companies should work together to
develop uniform HACCP guidelines and
safety standards ..

Stakeholder 1 thinks that most companies are motivated to improve application of quality

standards i n or der to satisfy the cust onngrhe gualitYye mand
standard application, stakehol der 1 expl ains: ‘“Companies he
improve the meat product quality and on their own initiative they have developed processing
standards for their companies. Companies can develop own processing standards mean that
they are coming closer to apply HACCP standard guidelines and regulations, next step will be
certifying a HACCP. Stakeholder 1 expresses his idea that the government will not push
companies to apply the HACCP by February, 2016; the government should extend the deadline
because this regulation puts financial pressure on small businesses. He mentioned: * T h e
challenge in improving application of international quality standard is the requirement to install
full a modern production line in order to apply to st andar ds. Even though t

mai n

regulation to instal/] a modern production |ine, i
Table 14. Opportunity and challenge of food quality standard
Quote Opportunity Challenge
Stakeholder | ...Improving quality assurance systems | - Based on the production | - Burden of huge
1 and applying HACCP is very challenging standards companies have investment
for companies but they try to integrate it a possibility to develop | - Installation of a new
into their producti ( their own  processing production line to
...Mongolian meat product standards are standards improve the quality
very strict for the end product but not for Applying HACCP enables assurance system
the production process itself. But there companies to improve the | - In contrast to meat
are some challenges in the production quality assurance in their exporting companies,

process such as washing, classifying and
drying....
...In order to apply HACCP, company has
toinstallafullmodern pr oduct i
“Critical control
to assure the quality without using several
processing standard:
.. "For companies t
oriented the meat price is more important

than i mproving the (

production process

the companies that work
on the Mongolian market
are more focussed on
the price of the product
than on improving the
quality standards
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Stakeholder 3 explains government intervention for applying higher level of quality standards

and quality assurance system. Government advised to the companies that first to improve

applying quality standards, secondly to develop own processing standards on their production

line, finally develop regulations and guidelines of a HACCP. It ' s t he responsibil
companies to apply the HACCP standard and started to work with an auditing company to get

certification of a HACCP assurance system. Sl f companies haven't appl
February, 2016 they wild/l not have the possibility
apply a higher level of quality assurance system, it is possible to receive certain government

support. This support exists mainly of getting a cheap loan to reach this goal and of getting

financial support to invite an international advisor and auditor.

Table 15. Opportunity and challenge of food quality standard

Quote Opportunity Challenge
Stakeholder3 | ..." Al | me at cpmpanee lsagei| - Get export quota from the | -  The required time to
an obligation to apply HACCP by government  (profit from apply HACCP puts
February, 2016. | f a compal meat export) pressure on the
apply HACCP, they will not receive any | - Receive government companies
export quota from t supports for inviting an |- Applying HACCP is
‘“The Mi nistry of International HACCP required more to
companies to invite an international expert, and for free training meat exporting
expert for applying HACCP’ for employees companies
‘“Companies are abl|- Get a cheap loan for
t he Mongol i an “ind improving the quality
fundod i mprove t he assurance system
‘“Compani es are wol
apply HACCP than we expected'...

To conclude, all of the Mongolian meat processing companies work to improve their quality
standards. Companies focus on meat safety standards which save a lot of money and protect
from probable bankruptcy in case of safety distortion in the end product. Stakeholders agreed

t he i mportance of devel oping own processing st a
processing standards mean that they are coming closer to apply HACCP standard guidelines
and regul ations, next step wild.l be certifying a F

HACCP advised to companies to improve application of food quality standards and develop
HACCP quality guidelines and regulations in accordance with Mongolian standards that
companies currently apply.

5.1.3. Supply quality control
This sub paragraph discusses the quality control for supplying live animals or animal carcasses.
Literature (2.3) describes that quality control is the ongoing process of evaluating the
performance of product properties, production process and human processes. The large
variation in the quality of incoming material has big influence on the primary process of food
production. The reason for this is that products of quality require a different approach in this
primary process. Therefore the factories put quality control on both product and resource

(supplier).

The interviewed companies don’t have | ocal repr e
herders, only the company 1 is working on organising their own local representatives. Company
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1 highlights that having their own purchasing agents is the way to collect information regarding

ani mal di sease condition of a certain ar ea.

enough money for contacting herders.

Company 2 and company 4°'s main challenge wh
they have insufficient capacity of slaughtering. Company 2 purchases both live animals and
animal carcasses from herders; company 4 purchases live animals from herders and sometimes
purchases animal carcasses from other slaughtering companies for a high price. All companies
agreed that they had difficulty in getting good animalsbecaus e t hey ¢ oulmbney
to the herders as meat merchants. Meat merchants are meat market middlemen who purchase
animals from herders and sell it without hygienic control on the big meat market where locals
buy their meat.

All companies agreed that the most important indicator to select a supplier is the geographical
compatibility/proximity. Company 3 explains that the company considers the number of animals
in the geographical area and the ease in which it can bring animals to their slaughter. Company
1 focuses more on the price and on the past relationship with suppliers. Company 2 and
company 4 also take into account the herder
into account the commitment to the continuous improvement of the product and of the process.
All companies stated the ante mortem inspection (disease and vaccination control) by local vet
office is an essential and important indicator for the health of the live animal. Company 4
mentioned that the company purchased animal carcasses from other slaughterhouses for a
higher price than animal carcasses manufactured by their own slaughterhouse, but that half of
the purchased carcasses turned out to be graded as second class. Therefore, the company
realized that if they would be able to purchase higher quality meat from herders they are willing
to pay more. In the conclusion, the indicators to select suppliers (herders) ordered by
importance are: (1) Geographical compatibility/proximity including the ease in which the
company can bring animals to their slaughter; (2) Commitment to the continuous improvement
in the product’'s quality (ani mal healt h) ; (
current relationship with the supplier.

Company 3, company 2 and company 1 stated that the location of herders and the price of live
animals are essential factors for evaluating suppliers. Company 4 explains the importance of
ante mortem inspection for each animal and post mortem inspection per carcasses; they label

every animal and animal carcass to prepare a database of suppliers and suppl i er
performance.... " Our database is able to be
suppliers and avoid opportunistic behavior

suppliers are: the price of animal, the location of the herder and the quality of the product (live
animal). Company 1, company 2, and company 3 evaluate suppliers by veterinarian certificate
and site visit.. Company 1 stated that t kleg
to targeted areas in May (animal purchasing starts June or July). They check the plant growth of
the area and do a visual inspection of the animals. Company 4 has his own supplier
performance management software.
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For product control, all companies stated that the ante mortem animal characteristics that they
take into account when purchasing animals are: health of animal, weight of animals, age and
age-weight ratio. Company 3 explains that the output quality is based on the input quality. For
example the meat of a healthy and young animal (input quality) has a strong water holding

capacity and therefore produces tender meat (outp
should be sold to the slaughterhouse before they
market mechanism that they should go for a quick turnover of the animals. A quick turnover

would give them higher profits.’ Company 4 f ocuse
do post mortem inspection very caref utcingtedont woul d
the right time and have a fatigue, a cold, or the other non-s er i ous di sease.’ Comp
company 2 don’'t put strict control on the suppl i ¢

and if nothing suspicious comes out of the laboratory test, then, they will purchase the animals.

The four companies all have the same production control mechanism: (1) for live animals a vet
certification and visual inspection and (2) for animal carcasses the outcome of the laboratory
test on meat samples.

Table 16. Overview of resource and production control that companies apply

Quote Influence of resource/production control
Companies on the application of the standards that the company applies
Resource control Production control
Company ‘“Even i f we i mprove They are not motivated to | They are not motivated to
1 system and quality standards, the output | apply a higher level of food | apply a higher level of
guality depends on t h g qualitystandards because: food quality standards
... We put effort in a good relationship with | - They already spent a lot on | because the production
herdersbut it wasn!t succ improving quality | control is  influenced
.one of our | 0o n gaving eur | assurance but the final | negatively by:
own ani mal far ms .. quality depends on the | - The fact that animals
.. We already spent a lot on improving the input quality. The input are purchased after
quality assurance and on installing a German quality though is not good only a visual
production line but we worry about the input and they cannot control it. inspection for weight,
qguality... - Herders don’ { age and health
...The Mongolian standard is only a basic the quality of the live
requirement on hygiene and on safety, and it is animals
used for animal carcasg
Company ‘Herders that sell an| They are not motivated to | They are not motivated to
2 for animal quality, only the companies are | apply a higher level of food | apply a higher level of

responsible for the ¢

‘“we don’'t have ankndagafi
measurement to purchase live animals so,
buying good animals is influenced by the
empl oyee’ s purchasi n
experience’

‘we coul dn’t sel ect
based on standard requirements or guidelines,
we use our own registrationb o o k ’

‘“production control (
out by purchasing managers. The quality of
their control depends on the experience they
have’

quality standards because:

They don’ t risq
and other kind of
measures to purchase live
animals and evaluate the
supplier performance
They register
performance by keeping
track of their supplying
history but this is not
enough to evaluate their
performance

food quality standards

because the production

control is  influenced
negatively by:

- The fact that animals
are purchased after
only a visual
inspection for weight,
age and health

- Product control is
applied by the
company
representative  who
purchases live
animals
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Company ‘We don’''t have any st|They would like to apply a | They would like to apply a
3 check the quality of the animal to be | higher level of food quality | higher level of food quality
purchased.. standards but they saw some | standards but they saw
When purchasi ng | i]difficulties that they still would | the end-of-pipe inspection
vet certificate and do a visual i n s p e c t| have to overcome: is useful for Mongolian
...Me at processing hawethp | - Using standards when | situation because:
power to select their suppliers. The company purchasing live animals is | - The fact that animals
representatives move from one area to almost impossible. They are purchased after
another area to look for possibilities to collect concluded this before, only a visual
many animals in certain areas ’ when they had tried to inspection for their
.0 Of course we want anal yse t he general condition.
standards but end-of-pipe inspection fits to the quality performance by Therefore they
situation in which companies are responsible input-output quality results believe that the end-
for all quality i ssueg- Theyare notableto select of-pipe inspection is
. We have ana l-output duality | suppliers as they want better than a
performance by geographical origin of production control
ani mal s’
Company ‘ We ar e trying t o d They want to wait a few years | They want to wait a few
4 performance database including the past | before applying a higher level | years before applying a
hi story of herders’ ....| of food quality standards for | higher level of food quality
SO0 f & are dbderto supply a sufficient | the following reasons: standards because the
number of healthy animals we can pay a bit | o They have doubts on the | production  control is
more than the mar ket health of supplied animals | influenced negatively by
. "Herders don’t carr (Herders vaccinate | the following:
animals, the animals are only vaccinated by animals because it is for | o Animal quality
the vet because it’s f free, a vet certification is responsibility shifts to
"because t la@nhg backisgstenmio necessary if they want to the producer as soon
place, all of the quality distortion responsibility sell it) as he purchases
shifts to the producers since they purchased |o T he company animals
the I'ive ani mal’ select the supplier, but |o Her der s dor
"di sease control, herders select the control on Farm level
control can only be carried out by herders, but company 0 There is no tracing
theydon’'t do so’ back system in place.
“I mprovement of gua This is necessary
production level is inefficient unless a tracing though for the
back system is in place and unless herders improvement of
carry out quality cont quality assurance
Stakehol der 1 and stakehol der 2 both agree that
health and hygiene control. Stakeholder 1 provides the information about how Mongolian meat
processing companies apply quality control on the live animals that are supplied to the
compani es. Stakeholder 2 provides a gen @ment over v
for animal health and hygienic issue.
Stakehol der 1 stated that t he meat processing co
good animals and bringing animals by foot over a very long distance (for one or even two
months) could have a negative influence on the post mortem quality. The Mongolian meat
processing companies send their trade representatives to the rural areas where they have a
better possibility to collect many animals that &

rules and procedures to check the animals; they purchase them by visual inspection.

Stakehol

der 1 al so

ment i

oned

t her e

i sn’t any

slaughterhouses. Stakeholder 1 stated that Mongolian meat processing companies collect
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animals once a year but meat merchants (middle man of the market) purchase animals every
day. Companies don’t estimate costs that accompal
taking them from the herder to the slaughterhouse. They purchase animals in May until June
when the animals are slim and weak after which they bring them by foot to the slaughterhouse.
Stakeholder 1 though suggested that it would be better to buy live animals in early autumn and
transport them to the slaughterhouse by truck. This would be better because by that time the
live animals would have gained a lot of weight. When the animals are transported by foot, they

don’t gain any weight but they arrive at same tim

Stakehol der 2 menti onekt attertiantto amimal damitary codddions, t t
particularly with respect to washing animals with certain chemicals and with respect to injecting
animals in order to prevent fatigue or in
important to reduce the sale of meat that is slaughtered without hygienic control and which is
sold at the black market. This goal could be reached by auctioning all agricultural products in
rural area centres. Stakeholder 2 criticized as well that the government policy is only focussed
on meat processing companies to improve the quality of meat, but that it is not focussed on
herders who are irresponsible in the meat market.

a

order t

Table 17. Overview of challenges and opportunities for the company
Quote Opportunity for companies Challenge for companies
Stakeholder |* Compani es don’t h av| o Purchase animalsinthe | o Don’ t have
1 t hey collect smal | favourable time when turnover to purchase
companies don’ t h a animals are strong and good animals
pur chase a nSomeadf she meat. big and transport them | o Transport by foot to
processing companies have their own by truck the slaughterhouse
ani mal farm so they|o Have an own animal would have a negative
about the quality of the supplied live farm ef fect on
ani mal s’ ‘“meat co|o Cooperate with herders condition.
effort to improve their quality standard but and ask them to apply
the input quality is not good, herders only quality control on Farm
take attention to sel level
Stakeholder | ‘Herders don’ t have an 0 Set up agricultural |o Her der s do
2 animals they want to keep animals for commodity auction attention to animal
mi |l king and taking ¢ where meat is sold health
‘“Mongol i an |l i vestock under hygienic control o0 Mongolian farm
special purpose like milking or producing | o Cooperate  with  the animals are not
me at ' Gavernment policy should fit to herders and use a modified to special
reality. First there should have a regulation promotion that offers food purpose: meat
that obligates the herder to have a tracing subsidy to the herders and milking
back system between herder and meat that implement all farm | o Herders are not
companies. Second the government should level quality interested to sell many
demand from the companies to apply requirements animals for the low
HACCP' ... "setting unp price that the company
centres is the only way to prevent that meat can offer
is sold in the black market without hygienic
control’
To conclude, itcanbest at ed t hat the interviewed companies d
with herders, they coll ect l'ive animals by visit,i

mentioned the insufficient turnover is the main reason for not collecting strong and young
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animals. The meat processing companies have very simple indicators to select their suppliers
(herders). Ordered by importance they are: (1) Geographical compatibility/proximity including
the ease in which the live animals are taken to the slaughter by foot; (2) Commitment to

continuous i mprovement in the product (ani mal he:

order; (4) Past and current relationship with the supplier.

Meat processing companies use the following factors to evaluate the supplier: price of the
animal, location of herders and the quality of the product (live animal). Three of the interviewed
companies consider the veterinarian certificate when purchasing animals, only one company
has their own supplier performance management software. All companies put very simple
production control over the supplied animals: health of animal, animal weight, age and age-
weight ratio. The reason that meat processi
that they are not able to control their suppliers. Companies apply quality control requirements on
their suppliers. Some companies have a strong resource control other companies have a good
production control. Interviewed companies think that the input quality is insufficient because
theyar e not able to demand a certain quality
standard companies can apply for purchasing animals. The meat processing companies ask

ng

com

evel

herders the ani mal certification for ervoaityi nati o

certification. Some companies try to devel
suppliers by their past supplying history to the company.

Product control over the supplied live animals is done by a visual inspection. Companies want to
improve the quality assurance system but on other hand they think that end-of-pipe inspection is
useful for the Mongolian situation. Quality distortion responsibility shifts from herder to producer
as soon as they purchase animals. After purchasing, the companies deliver the animals to the
slaughterhouse by foot, which influences the meat quality. The four companies all have the
same production control mechanism, for live animals there is a vet certification and visual
inspection, and for animal carcasses a laboratory test is performed.

Stakehol der 1 agreed that t he meat proces
purchase good animals and bringing animals by foot from a very long distance can influence the
animal quality negatively. Stakeholder 1 suggested to purchase animals in autumn (August to
September) and to deliver them by truck. Stakeholder 2 agreed that herders are irresponsible in
animal quality and highlighted the importance of building traceability system between herders

and meat processingc ompani es. Stakehol der 2 mentioned

animal sanitary conditions. Stakeholder 2 also stated the importance of an auction of agricultural
products where animals are sold with quality certification and disease history. Stakeholder 2
criticized the government policy which focussed only on meat processing companies to improve
the quality of meat and not on the herders in order to improve the health of the animal.

5.1.4. Firm quality policy and strategy
Literature (2.1) describes that constant changes in technology, food quality requirements and
environment dictate meat processing companies to link these changes with all level of strategies
and the internal food quality system should implement it. The quality driven strategy highlights
the broad strategic objectives, innovation and learning objectives, and operational objectives
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concerning quality achievements. In this study, quality achievement is referred to the application
of food quality standards. This paragraph discusses how the interviewed companies formulate
guality improvement strategies in three strategic levels in alignment with their applying food
guality standards.

The strategic management activities concerning food quality also consists of product decision
and resource decision. The integrity of strategic management for food quality sets direction, sets
quality strategy and sets quality policy. This integrity is based on the current performance and
on external indicators of the improvement of the quality system.

Company 1 explains that they formulated a goal concerning their responsibility to produce safe
meat and their value is integrity and honesty. Honesty would be achieved by fulfilling their

responsibility for food s gdrding fpod guali®yumproterment atee v e | S 1

based on export orientation. We are aiming to enter the Chinese market and to increase beef
export to Russi a’. Géarrman prodocp nesyin thenssokadl nheat dand
sausage product plants and now they are installing German production equipment in their

sl aughterhouse. “Al t hough we don’''t show how

strategic documents we are working to improve the quality standards. Installing a new
producti on l i ne ¢h othee spnodutct line rbut yalso ctleen proeluction process.
Production and quality controlling guidelines will be made in accordance with the new

t o i

production | ine’. Company 1 has the objective tc

expl ain: g ud fresht nyeat ik imainlyocausead dynnot fulfilling animal sanitary and
hygienic control by herders. We tried to get a good collaboration with herders by implementing

supplier & buyer contracts, butweren ot successful so we decided

Company 2 formulated that they aim to take a leading position in the Mongolian meat market.
The company recognizes the relevance of quality assurance system in relation to their top level
strategy which is competitiveness. Their main focus is the price of fresh meat in the domestic

marketandt he f ocus i s f or nmbhedomds ¢he leaden in prdvidingrhighggoadity :

fresh me at i n t he Mo Bigt aHey explainad etlzeir long aernk quiality
improvement goal is not reflected in strategic docu me n t ¥/e are.committed to develop our
operating systems by using the recognized methods for the running meat business and have an
international quality assurance system... Company 2 wants to improve quality standards in long
ter m: “Appl yi ndongH&M Goal andswve already developed three processing
standards for meat cuts (beef) by ourselves. We will only apply HACCP in 5 years because we

have to implement it according the government

The top level strategy for company 3 is to export meat, for this reason they want to improve their
guality assurance system. Company 3 planned to produce beef bone bouillon for Chinese
customers and to export fresh horse meat. Company 3 explains their core concept of the

strategic guideline is to expand t hei r business and produce

company is currently using only 45-55 percent of production capacity. Our production plant is
equipped with Russian production machines... Company 3 considers about the resource quality:
in the future we want to acquire small sized meat processing factories in rural areas and want to
have our own animal farm. Having our own farm can solve the meat quality distortion problem.
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Company 3 also highlights that quality improvement should start with the improvement of the
input quality; afterwards an improvement of the quality assurance system can be considered.

Company 4 works in the Mongolian market and is actively involved in the government program

of

selling

preserved

me a tur mam goalas tofsupglyesdfe rieathTée p )

relation between top level strategy and quality assurance system is supplying safe meat to the
market. We have studied how to apply the HACCP; the main difficulty is the lack of skilled
technologists and the lack of quality assurance specialists. We suggested the Mongolian meat
association that companies should co-operate to develop quality guidelines and to identify
critical control points for slaughtering, for storing meat, for producing meat and for delivering

pri

meat.
Table 18. Overview of top level of strategy and quality standards
Companies | Strategic management Quotes on the management activities Strategic management activities
activities that have been versus improvement on quality
formulated standards
Company 1 | o Mission statement Mongol makh expdqo The company has formulated
o Vision thinking and responsible meat company, quality improvement in their
o Values committed to the Mongolian meat mission, vision and values
o Overall objectives industry. We have the responsibility to | o In the overall objectives, the
all stakeholders to produce and supply company stated that they would
safe, wholesome and organic meat collaborate with local livestock
products to Mongolian and international producers (herders)
mar ket ... 0 Quality performance
We ar e al |l wWor measurements and target
common vision with a passion for what indicators in line with quality
we do: delivering quality meat assurance are not defined in the
product s .. overall objectives
Honesty twaredourinm@in | 0 Food quality assurance system
val ues ...We show o improvement is not formulated in
seling safe and wholesome meat the objectives
products to the <cus|lo Production strategy is not
. Al wlmoks what can be improved formulated
in the meat business. This should be | o Invested a lot on production plant
done together with the well-established
|l ocal l'ivestock ind
Company 2 | o Goal . We will be a leading provider of | o Formulated only the goal and
o Overall objectives natural meat and meat products for the overall objectives
Mongolian meat mar klo Improvement on food quality
Producing high assurance system is  not
fresh meat and delivering meat for formulated in the objectives
affordable prices to Mongolian | o Quality performance
consumers are the most immediate measurements and target
focuses of our comp indicators that are in line with
quality assurance are not defined
in the overall objectives
o Production strategy is not
formulated
Company 3 | o Goal Future devel opmeno Formulated a goal, overall
o Overall objectives is aimed at exporting to the Russian and objectives, and a product
0 Product strategy Chinese markets, as well as closing the strategy
production cycle by building their own | o Improvement on food quality
farms and raising animals in an assurance  system is  not

ecological way for the need of high

formulated in the objectives

59



guality product s .. 0 Quality performance
measurements and target

Product strategy: indicators that are in line with
..To produce ther mal quality assurance are not defined
for Chinese customers (bone in the overall objectives
bouill on) ...

..Set up own far ms ...
..To produce steamedqd
traditionally dried beef for the domestic

mar ket ..
Company 4 | o Goal .. Baatruud tenger ”|o Formulated a goal and overall
o Overall objective occupy a firm position on Mongolian objectives
o0 Product strategy fresh meat mar ket .. |o Improvement on food quality
.Produce and suppl assurance system is  not
to the internal market. These are made formulated in the objectives
from pure Mongol i an o Quality performance
..Ilncrease sl aughter measurements and target
..Produce cuseand packaged indicators that are in line with
ani mal organs for r quality assurance are not defined

in the overall objectives
0 Production strategy is formulated

The innovation management activities concerning food quality and quality standard
improvement is made up both product decision and resource decision. Main activities are
product innovation, process innovation, resource and/or material specification. Process oriented
or product oriented performance measurements have to be coordinated with operational system
measurement and strategic objectives.

The strategy of company 1 is to become leader in meat producing technology. The company is

installing German production line and applies production process madification in the new

equi pment accordingly. ‘“After installing new equi
our factory to give trainingf or technol ogy modification to the t
stated that the new technology installment and machine modifications require the company to

work at the higher level. The new production line meets all requirements for meat processing

manufacture and is well equipped to apply the HACCP. The first thing to do is to develop

processing standards that work well with the new technology and afterwards we will focus more

on applying HACCP. C o mp a n yhave a patemtdd apeambkprodubt;ahitey t hey d
produce products which meet all standard requirements.

Company 2 and 4 explain that their specific produ
production plant is equipped by Korean production lines that are invented for small sized meat
industry. We don’t need t o enhancEBO;outechhobgyhnol og)
can meet the international requirements. The main advantage of our production facility is that it
is fully automatic. Animal carcasses go through one line and at the end final packaged products
are made. At every stage safety controlsar e carried out ' . Company 4 m
focus is stabilizing the fresh meat price in the domestic market. We would like to apply the
HACCP standard and our production line can meet requirements to apply a higher level of
quality assurance system. But applying an international quality standard is our long term goal.
Now we focus more on | aunching a new product into
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Company 3 develops specific products like bone bouillon and studies the traditional meat
production technology for inventing new product s.
innovation and new product development. Exporting animal carcasses or packaged meat is not

our purpose, we want to export value added produ

plan in which innovation plan and objectives are reflected. They collaborate with Mongolian
R&D institute for food and light industry and individual researchers. Company 3 did production
equipment and technology advancement in 2008. Their production facilities can meet all
requirements to apply a higher level quality standard and to apply higher level of quality
assurance system. However, company 3 has to improve the skills and the knowledge of their

empl oyees:

we

al ways seek

highly

qgualified

skilled employees for the production field. To find good employees from the Mongolian work
market is very complicate d ’

Table 19. Overview of innovation strategy and quality standards

prof

Companies | Innovation management | Quote Alignment with quality standards
activities that have been improvement
formulated
Company o Don’t have ...We wi || be | ead|o Product development and
1 plan but innovation plan | producing technology and on-going product specification are not
is reflected in production [ i nnovati on... reflected in the strategies
strategy . Set up high c a| o Technological process
0 Have own quality | equipment from Germany and development and machinery
department studying German production modification are reflected in a
o0 Production development | technology and whole production strategy
activities are not| process .. o Technological process
formulated ...We ar e testin development is in alignment
0 Resource development | modification and production line with with the quality standard
activities are formulated |suppl i er of equip improvement
..Il'n accordance oui|o0 Resource development
business we will hire new employees activities are reflected in the
and conduct train strategy
0 Product and/or production
process development is in
alignment with the quality
standard improvement
Company o Don't ihnavaten | ..We f ocus on pr oqo Product development and
2 plan our production facilities are product specification are not
o Don’t have organized to save reflected in the strategies
department ...Our company has our own small | 0 Technological process
0 Production development | laboratory to test for microbiological development and machinery
activities are not hazard in every p modification are not reflected
formulated in a strategy
0 Resource development 0 Hazard analysis test are done
activities are not in every production step
formulated o Product and/or production
process development is not in
alignment with the quality
standard improvement
Company | o Developed innovation|..Testing new prod|o Product development and
3 plan on developing standards for it and product  specification are
o Don't have submit documents to be patented reflected in the strategies
department (bone bouillon) .. 0 Technological process

61



Production development
activities are formulated
Resource development
activities are formulated

..Col |l aborates wit
food and light industry, bought 2
patients from the
..Has own processi
controlling production processes and
production techno

development and machinery
modification were done 3
years ago

Product and/or production
process development is in
alignment with the quality
standard improvement

Company
4

Don’ t have
plan

Don’ t have
department

Production development
activities are formulated
Resource development
activities are not
formulated

..Going to producse
restaurants and packaged animal

organs for niche
...Doubl e t he capa
storage facilitie

Product development and
product  specification are
reflected in the strategies
Technological process
development and machinery
modification are not reflected
in a strategy

Product and/or production
process development is not

standard improvement

alignment with the quality

The operations management activities concerning food quality and quality standard
improvement are product decision and resource decision. The main activities of operations
management are supply process, production process and a distribution of product in alignment
with food quality standards that the firm applies.

Company 1 explains that they are currently working on developing written rules and production
procedures due to installing a new production line. The rules are beneficial to the company to
apply a higher level of quality assurance system. Company 1 has their own quality department
consists of quality assurance managers, technologists and a record keeper. Company 1 wants
to apply HACCP but they are worried about the low level of working capital if they invest a lot on
improving the quality assurance system.

Company 2 has their own rules and procedures to check the food safety. In every production
stage they check for microbiological hazard in their own laboratory. They have strict rules for the
hazard analysis and | aboratory test.
technologist who is responsible for all quality compliances. They are not in a hurry to apply the
HACCP or other quality standards because they thought that quality distortion of meat products
are mostly caused by weak input quality control.

Company 3 has their own processing standards and use written rules that are in alignment with
their processing standards. They see that the relation between written rules and quality
standards is that the written rules are the basis of assuring quality. Company 3 explains that a
good quality assurance system set companies free from developing too many processing
standards. Their production plant and written rules are ready to apply a higher level quality
assurance system. The main difficulty to apply a higher level quality standard is timing. The
company doesn’t want to
inspection works well in the Mongolian situation.
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Company 4 uses production standards and they want to invest in expanding slaughtering
capacity. The company wants to collaborate with other meat processing companies to develop

Wr i

tten
processing

rul es

guidelines

and guidelines

and to

f o uwld callpbprate/to cegelog h e
identify

critical

the difficulty of a lack of professional employees and investment to apply a higher level quality
assurance system.

Table 20. Overview of operational level of strategy and quality standards

Companies | Operational management | Quote Alignment with applying quality
activities standards
Company | o The way resources are | ...Ou r new product i (o Production facility is prepared
1 used in production is | to apply higher level quality assurance for applying a higher level of
not reflected in | and quality standard. Along with the quality assurance system
operational guidelines instalment of new production lines all | o  Written rules and procedures
0 Written rules of | written rules and procedures should would be beneficial when a
procedures are |lbe updated... higher level of quality
reflected in operational | ...Si nce we i nvested assurance system is applied
guidelines production line, applying a new quality | o  Quality assurance and
0 Product development | assurance system would create a production field employees
plan is not written liquidity probl em.. are well trained
Company | o The wayresourcesare |..We wuse more than|o Production facility is prepared
2 used in production is | standards to produce 4 kinds of fresh for applying a higher level of
not reflected in | meat and 2 hams. They are all about quality assurance system
operational guidelines producing the end product. Our own | 0 Company has to develop
o Written rules of | internal rules and procedures would some written rules and
procedures are | be beneficial to identify critical control procedures in light of applying
reflected in operational [ poi nts when HACCP a new quality assurance
guidelines ..Production facildi system
0 Product development|doesn’t need t o be o Qualty assurance employees
plan is partially written | applying qualityas sur ance § have good professional skills
but employees that work in
the production field should be
trained
Company o The way resources are | ..We f ol |l ow pr oduct|o Production facility is prepared
3 used in production is | have processing standards for some for applying a higher level of
not reflected in | of production processes. Processing quality assurance system
operational guidelines | standards help us to develop written | 0 Written rules and procedures
o Written rules of | rules to assure meat quality. would be beneficial when a
procedures are | ...We stivelto Haee some higher level of quality
reflected in operational | investment for expanding  our assurance system is applied
guidelines business. We fulfil our objectives, | 0 Quality assurance employees
0 Product development | which is supplying higher quality fresh have good professional skills
plan is written meat and meat prod but employees that work in
.Because we have the production field should be
production facilit trained
make technological improvements to
apply a higher level of quality
assurance...
Company 0 The way resourcesare | ..We use the produ({o Production facility is prepared
4 used in production is | fulfil the standard requirement well for applying a higher level of
not reflected infwhen producing mea quality assurance system
operational guidelines ..0Our producti on o Company has to develop
o Written rules of | modified well, the production plant is some written rules and

procedures reflected in

equipped with fully modern equipment

procedures in light of applying
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operational guidelines | which meets all requirements when a new quality assurance
o Product development | applying a higher level food quality system

plan is partially written |assur ance system.. |0 Quality assurance employees
and employees that work in
the production field should be
trained

To conclude, it can be stated that the interviewed companies are willing to apply higher level
guality standards but their quality improvement strategy is not fully integrated into their top level
strategic guidelines. Three of the interviewed companies have not formulated their mission and
vision. They have only formulated their goal, overall objectives and product plan. Although all
interviewed companies answered that they are interested in improving their quality performance
by applying a higher level of quality standards, the companies have not integrated the quality
improvement into their strategy.

Al most al | companies don’'t have an innovation pl
and product/resource development plan is not in alignment with the application of standards or

in alignment with the standard improvement. Technological process development and

production process development are not fully integrated in their innovation (tactics) strategies.

Resource development activities are not reflected in the strategies and the production

development activities are generally reflected in the strategies. But the measurement indicators

of production development activities and of the resource development activities are not

formulated.

Two of the interviewed companies apply both private and public food quality standards and the
other two companies only apply public food quality standards. Private food quality standards are
processing standards. Written rules and procedures of companies which are applying
processing standards would be beneficial for applying a higher level of food quality standards.
Almost all companies have to improve the skills of their quality assurance employees and the
skills of employees that work in production field when applying new standards.

5.2. Subject-ll: Food quality standard application of the Mongolian best
practice

This paragraph studies how the best practicing company applies food quality standards and
how this is aligned with the quality strategy and the quality policy of the firm. Relevant analysis
will be done in sub-paragraphs. Sub paragraph 5.2.1 discusses the level of quality assurance
systems, sub paragraph 5.2.2 describes the application of food quality standards, sub
paragraph 5.2.3 discusses the quality control for supplying live animals or animal carcasses and
subparagraph 5.2.4 discusses the application of quality standards in alignment with the quality
strategy and quality policy of the firm. Relevant qualitative data from interviews with the best
practicing company is summarized in tables in which an overview is given based on quotes. At
the final paragraph, a conclusion will be drawn by answering the sub-research question.

5.2.1. Level of quality assurance systems
This sub paragraph discusses the level of quality assurance system of the best practicing
company. Literature (paragraph 2.2) describes that the objective of quality assurance is to
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control the quality management system. The quality management system includes all activities
and decisions that concern the quality, and it contributes in assuring customers that the quality
requirements will be met.

The best practicing company has been applying the HACCP quality assurance system since
December, 2011 when certification delivered by SGS (Societe Generale de Surveilance: Swiss
auditing company). In the March, 2014 the company applied the 1SO-22000. The main
motivation to apply the HACCP is to earn a higher profit by exporting beef to Russia. They focus
on i ncreasing beef export t o Russi an mar k
exported more than 300 thousand tons of beef to Russia, but now we export 20-25 thousand
tons of beef to Russia. Even though we supply fresh meat to the domestic market, our company
is well prepared to export meattothef or e i g n Ounadlidf te apply a higher level of quality
assurance system is expanding export meat to Russian market, without international assurance
system foreign company couldn’t believe our

Table 21. Level of quality assurance system of the best practice company

et .

Th

produ

Company | 1) Present quality assurance | Quote Motivated by:

system

1a) Certified full HACCP ... We have beethe HWACPHP | 0o Profit from

practicing | 1b) Certified 1ISO-22000:2005 since December, 2011 and have been export
company applying an 1S0-22000 since March, | o Good name and good
2014 .. image in the market
... Quality assurance o Expanding business

a good name in the market and an
opportunity to expand our business in the
very short run...

...We a p pHeiHRQCP when we were a
medium sized meat processing company
and now we have almost 10 percent of
mar ket share..

meat

To concl ude, it can be stated that t he “ Mbek hmar ke

HACCP and 1SO-22000 in their meat processing industry. The HACCP enabled the company to
guarantee their consumers a constant supply of high quality meat. 1ISO-22000 creates a
possibility for the company to not only identifies critical control points but also to withdraw critical
products from the market. The company is motivated by getting extra profit from meat export
and the company is motivated by expanding their business by giving their customers the
compl ete confidence when huying the company

5.2.2. Application of food quality standards
This sub paragraph discusses the application of quality standards that the best practicing
company applies. Paragraph 2.3 describes food quality standards that are necessary in order to
achieve a high quality of meat. These standards concern the product quality and the process
quality. Food quality standards with regard to the product quality focus on it if the physical
product is conform the standard requirements, while process standards focus on it if the product
is produced conform the standard requirements.
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The best practicing company started to apply internationally accepted food safety standards

with full HACCP. The company developed 18 regulations and 53 quality guidelines in order to

apply the HACCP and they spent two years for preparation. In the March, 2014 the company

applied the 1SO-22000 based on the HACCP, they developed regulations and guidelines in

accordance with national standards and legislative regulations. The “ Makhmar ket ” LL:
mentioned the benefits of applying higher level of quality standards: ‘“during thef | ast t
supplying fresh meat to the market, Mongolian consumers noticed that the quality of our product

has | mpmweveéeadven'  t r ec etfiomconsanmess and oumgdduts were sold

out within 2-3 hours after delivery to supermarkets.

Table 22. Application of quality standard of the best practice company

Company | 1) Present quality assurance | Quote Motivated by:
system

Best 1la) Applying the HACCP ...We devel oped 18 relo Profit from meat

practicing | 1b) Applying 1ISO-22000:2005 quality guidelines in order to apply the export

company HACCP which is aligned well with national | o0 Good production cycle
standards and regulations.... o Expanding business
...The HACCP standards are a | o Improve hygienic
comprehensive set of rules securing control

hygiene in the production cycle in order to
prevent any potential contamination of the
meat product ..
LApplying internatio
standards asks some compulsory doings:
educating the workers on hygienic
discipline, installation of equipment to
decontaminate,  sterilize, and clean
everything that is involved with the
production cycl e..

It can be concluded that applying internationally accepted quality standards asks some
compulsory requirements from the company but it improves the hygienic control in the
production process. The best practicing company developed a number of quality guidelines in
accordance with national standards and national legislative regulations. Developing quality
guidelines and regulating them with national standards took two years, but it was beneficial to
the company to educate employees in hygienic discipline which resulted in having a good
production cycle that was free from contamination.

5.2.3. Supply quality control

This sub paragraph discusses the quality control for supplying live animals or animal carcasses.
Literature (3.2) describes that quality control is the ongoing process of evaluating the
performance of product properties, of evaluating the production process and of evaluating the
human processes. The large variation in the quality of incoming material has a big influence on
the primary process of food production. The reason for this is that products of lesser quality
require a different approach in this primary process. Therefore the factories put quality control
on both the product and the resource (supplier).

The interviewed company has local representatives in 5 rural area centres for purchasing live
animals from their contracted herders or from their not contracted herders. The company offers
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a 3-5 percent higher price than the local market price, for which the contracted herders bring
animals from a distance of 100-2 50 k m. “ Ma khhasa dtaeghtérhouse in each of
these rural area centres.

The company explains that the indicators to select suppliers (herders) ordered by importance
are: (1) Geographical compatibility/proximity including the ease in which the company can bring
animals to their slaughter: the company has local representatives in rural area centers which are
located in geographical favorable places; (2) Suppl i er’ s suppl yi ndhe
company prefers to have a contract with herders who can supply more than 20 live animals in

one time; (3) Commitment to the continuous improvement in the product * s qual i t y:

has a contract with herders whose animals have a certificate of ante mortem inspection by a
local vet office; (4) Past and current relationship with the supplier: they have a book for keeping
record of supplier’s quality performance si

For product control, the company stated that the ante mortem animal characteristics that are
taken into account when purchasing animals are: health of animal, weight of animals, age and
age-weight ratio. The company uses a specific weight-in tool to check flesh-bone ratio of the
animals.

The best practicing company has a bit different production control mechanism: (1) for live
animals a vet certification and a visual inspection take place before labeling the animals; and (2)
for animal carcasses a laboratory test is performed and for this company the meat samples can
be traced back to its origin.

Table 23. Overview of resource and production control that the company applies

abi

nce

Companies

..Running a  sdearu then tumlr
area is not cost effective but it is an easy
way to solve the problem of a lack of live
animals and to solve the quality distortion
problem that arose when animals were
delivered by foot ..

Quote Influence of resource/production control
on the application of the standards that the company applies
Resource control Production control

..Ev en t butputguality is depends on | The resource control is | The production control is
input quality we go further on improving | positively influenced by the | influenced negatively by the
guality assurance... following facts that: following fact that:
..our company t r esw@pplierc 0 They have small o Even though
contract with 78 herders to be supplied not slaughterhouses in animals are
less than 30 small animals (sheep & goat) rural area  centres purchased after only
OR not less than 10 big animals (cow & where herders deliver visual inspection for
hor se) in one order .. their animals weight, age and
..Some difficulties a o They have a contract health they offer
di dn’t fulfil their with many herders different prices
someti mes .. o They are trying to based on the animal
..Our company has sma create tracing back condition
in rural area centres where contracted system on their own
herders can deliver t
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To conclude, it can be stated that the best practicing company has regular direct contact with
the herders, they collect live animals through their representatives in the rural areas. The
company has five small slaughterhouses in the rural area centres. The company uses simple
indicators to select its herders, which is the same as other meat processing companies do.

The company carries out a very simple form of production control over the supplied animals:
health of animal, animal weight, age and age-weight ratio. The company tries to have resource
control when having contract with herders based on their animal condition and supplying ability.
The company tries to create a tracing back system for their contracted herders and offers a
price that is based on the animal condition. They havea suppl i er s’ p ee dnad
select suppliers by their past supplying history to the company as well.

Since quality distortion responsibility shifts from herder to producer as soon as they purchase
the animals, the company focuses on developing a tracing back system and it avoids the
purchaseof ani mals from not contracted her dddiver.
the animals to their slaughterhouse by foot; therefore the meat quality is not influenced
negatively by a long journey. The company has a different production control mechanism: for
live animals there is a vet certification and visual inspection, and for animal carcasses a
laboratory test is performed and a tracing back system has been put in place.

5.2.4. Firm quality policy and strategy
Literature (2.1) describes that constant changes in technology, food quality requirements and

environment, dictate meat processing companies to link these changes with all level of
strategies and the internal food quality system should implement it. The quality driven strategy
highlights the broad strategic objectives, the innovation and learning objectives, and it highlights
the operational objectives concerning quality achievements. In this research paper, quality
achievement is referred to the application of quality standards. This paragraph discusses how
the interviewed companies formulate quality improvement strategies in three strategic levels
and their alignment with applying food quality standards.

The strategic management activities concerning food quality also consists of product decision
and resource decision. The integrity of strategic management for food quality sets direction, sets
guality strategy and sets quality policy. This integrity is based on the current performance and
on external indicators of the improvement of the quality system.

The best practicing company explains that they are giving their customers complete confidence
when purchasing “Makh mar®Rent "t epmpangl psod
quality improvement are based on providing customers highly qualified meat products and on
our wish to export meat to Russia and China. The company formulated a very clear mission,
vision and overall objectives which are in
produce highly qualified meat products. Producing safe products is an essential requirement to
all food producers, but we go further than that. Our main focus is to always play a leading role in
producing highly qualified meat pr odu clong term
goals in brief: our short term goal is to supply fresh and classified meat parts to the Mongolian
market so that customers will learn to appreciate the value of meat that is produced under the
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quality & safety control. Our long term goal is to export high quality fresh meat and meat
products to foreign markets.
Table 24. Overview of top level of strategy and quality standards of the best practice company

Companies Strategic management Quotes on the management | Strategic management activities
activities that have been activities versus improvement on quality
formulated standards

“ Mak hmal o Mission statement ...Mi s ssdtatement: 0 The company has formulated

LLC o Vision we would supply world class quality improvement in their
o Overall objectives Mongolian meat product to all of our mission and vision.

customers. With a state of the art o Applying HACCP and ISO
processing facility, certified standards were formulated
processing practices and with an their overall objectives in
emphasis on continuous 2008.
improvement, we stand behind our o In the overall objectives, the
guarantee to supply world class company stated what they
meatpr oduct s .. would do in coming 1-2 years

Vision: o Quality performance
We established a simple but unique measurements and target
vision which is to supply the safest indicators in line with quality
and the freshest meat products assurance are defined in the
according to the needs of each overall objectives
customer .. o Improvement on the food
...0ur motto is that we will train quality assurance system is
Mongolian customers to choose high formulated in the objectives
guality meat products... o New production idea is
...Overall objectives: formulated
0 Train our employees to maintain

rigorous standards in food

quality and food safety
o Develop a new collection of meat

products
0 Export beef to Russia and export

horse meat to China’

The innovation management activities with regard to food quality and quality standard
improvement consist of both product decision and resource decision. The main activities are
product innovation, process innovation and resource and/or material specification. Process
oriented or product oriented performance measurements have to be coordinated with
operational system measurement and strategic objectives.

The best practicing company works on producing a new assortment of meat products for
Mongolian consumers. They developed the production strategy for this new assortment in 2011
and the new products already passed the new product testing stage. Processing standards and
technological processing guidelines have been developed and the machinery has been

modi fied. Even though the company doesn’t formul a
production plan. The company e xppibrines arsto selhfeeshr i nn o
and highly qualified meat products and we aim to play a leading role in the fresh meat supply

chain by using our superior gual ity product adyv

standard and hygienic training for their employees. The company has a quality department and
an internal audit to control the quality.
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Table 25. Overview of innovation strategy and quality standards of the best practice company

Companies | Innovation management | Quote Alignment with quality
activities that have been standards improvement
formulated

“Makh [o The company|..We are working on|o Product development plan.

Mar ket have an innovation plan | assortment of meat products including is reflected in the strategies

LLC but they are in favour of | traditional meat products, like salami | 0 Technological process

innovation. Their | and flavoured meat products... development and
innovation development | ...Ou r short term go machinery modification are
idea is part of their | the quality of the new assortment, to reflected in a strategy
overall objective improve the technological process | o Technological process
0 Have own quality | development and to modify machinery development is in alignment
department, focuses on |[i n | i ght of new pr( with the quality standard
skills of employees ...We constantly monitor product and improvement
o Production development | process, under our quality assurance 0 Resource development
activities are formulated | system certification as ISO 22000 and activities are reflected in the
0 Resource development | HACCP approved by SGS company, strategy
activities are formulated | which allows us to have a confidence in | o Product and/or production

the presentation and quality of the
product we offer ...
.Assuring freshnes
meat is our priority so we use short
transportation possibility and develop
strong relationshi j
..The professional F:
workforce at Makh Market Company is
directly responsi bl
growing success. Employees will
constantly be trained to maintain

standards in food s

process development are
aligned with the quality
standard improvement

The operations management activities that concern food quality and quality standard
improvement are product decision and resource decision. The main activities of operations
management consist of the supply process, the production process and a distribution of product
in alignment with the food quality standards that the firm applies.

The best practicing company has their own written rules and quality guidelines alongside of the
HACCP and 1SO-22000. The company explains that a higher level of food quality standard set
companies free from developing too many processing standards and gives the company the
complete confidence to guarantee its product quality to consumers. The employees are well
trained to apply a higher level of quality standards. All quality documents are archived and the
application of quality standards and quality guidelines are reflected into the plans of specific
departments.

Table 26. Operational level of strategy and quality standards of the best practice company

Companies | Operational management | Quote Alignment with applying quality
activities standards
Company | o The way resources are | ...We d e v e b3opplieyddocuments | o  Production facilty and
1 used in production is | and 216 quality guidelines and use quality control labs are
not reflected in [ themtoourday-to-d ay oper at prepared to implement the
operational guidelines ..Quality control s HACCP and ISO-22000
0 Written rules of | every stage of the production process, | o Written rules and procedures
procedures are | from the procurement of livestock, until are created
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reflected in operational
guidelines
0 Product development

the production and
super mar ket s ..
...The pr od department s

delivery to

Quality assurance
controllers and production
field employees are well

plan is not written organized in functional structures, every trained

employee of the product line is well | o

trained and understands the quality out in every stage
guidelines and the  processing production
standards ..

AT guality relat

already been made. For example the

suppliers’ guality

data, the quality control data, the

production process records and the
assessment results by internal quality
auditors..

..Our empl oyees and
are well prepared to produce and
launchournewpr oduct ass

Quality controls are carried

of

It can be concluded that the best practicing company is a good example of how other medium
sized meat processing companies in Mongolia can improve their quality assurance system.
They have applied the HACCP and ISO for four years in which these quality standards gave
their company a good name, the possibility to expand their business and it gave customers the
confidence that their product is of a high quality. The company saw the opportunity to export
meat by applying a higher level of quality assurance system. The quality policy and strategy of
the company are closely related to each other and are well aligned with the application of food
guality standard.

5.3. Analysis of the cases

Paragraph 4.2.2 has given an overview of how Mongolian meat processing companies apply the

food quality standards and its alignment with the food quality strategies of companies.

Paragraph 5.2.2 described how the Mongolian meat processing company that performs best on

guality standard application applies the quality standards and its alignment with food quality

strategies. This sub paragraph assesses all the factors that influence the application of food
guality standards. This will be done based on the theoretical model below.

- First, the horizontal line will be analysed to describe the alignment of the application of food
guality standards with quality policy and strategy. Quality policy and strategy exist of three
levels of strategic management. Analysis will be done to identify the alignment of three
levels of strategies, and their influence to the application of quality standard.

- Second, the vertical line will be analysed to define the level of quality assurance system and
the level of supplier quality control. Then, for every firm their influence on the application of
guality standards will be described and analysed.

- Finally, for every firm the application of the quality standards would be analysed based on
the theoretical framework.
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LEVEL OF QUALITY
ASSURANCE SYSTEM

QUALITY POLICY AND STRATEG
Alignment with:
0 STRATEGIC APPLICATION OF FOO
QUALITY STANDARD

o INNOVATION

o OPERATIONAL

LEVEL OF SUPPLIER
QUALITY CONTROL
o0 RESOURCE CONTROL
o PRODUCTION CONTROL

Figure 10. Analysis model

)} Horizontal line: Quality policy & strategy in alignment with application of food
guality standards

The quality policy & quality strategy is the main driver of quality performance of a firm because
they identify long and short term food quality goals, objectives and how to achieve them by the
guality system. Management concerns for food quality range from long term to short term:
strategic, innovation, and operations management. Various strategies and objectives of the firm
that the broad strategic objectives should be refined into, define overall objectives with specific
measures of achievement. Innovation objectives enable the firm to improve continuously.
Operational objectives focus on manufacturing excellence, on quality of products and on
productivity. All levels of strategic objectives are linked to upper and lower level of objectives by
setting goals, standards, targets, and the consequent continuity of strategies.

The three levels of strategies should be in good alignment with each other. This will be
evaluated by assessment indicators for the strategic formulation of the interviewed meat
processing companies. Those indicators identify the alignment of three levels of strategies for all
interviewed companies.

Assessment indicators for strategic management levels are measured by the fulfillment of

requirements that are identified in the table below:

1 Part A: Assessment indicators of the alignment of strategic level strategy with innovation
level strategy are indicated. If a company fulfills 8-10 requirements from A it shows that the
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company has a good alignment between strategic and innovation level of strategies. If a
company fulfills 6-7 requirements from A, there is a neutral alignment between strategic and

i nnovat.i

on

| evel s of

strategi es. | f

t he

alignment between strategic level and innovation level of strategies is not good.

Part B: Assessment indicators of the alignment of innovation level strategy with operational

level strategy are indicated. If a company fulfills 4-5 requirements from B it shows that the
company has a good alignment between innovation and operational level of strategies. If a
company fulfills 3-4 requirements from B, there is a neutral alignment between innovation
and operational levels of strategies. If the company fulfills only 1-2 requirements from B, the
alignment between innovation level and operational level of strategies is not good.

Table 27. Assessment indicators of strategies

Assessment indicators

Description

A) Strategic level vs innovation level (+)

B) Innovation level vs operational

level (+)

< << < <K<K <

Idea of quality standard improvement is
formulated in mission, vision and overall
objectives

Quality performance measurement and
target indicators of quality improvement
are reflected in the overall objectives

Strategy to collaborate with supplier is
formulated

Production strategy is formulated
Product development plan is developed
Technological process development plan
is developed

Resource development plan is
developed

Innovation plan is developed

Production strategy is linked to

production plan
Strategy to collaborate with supplier is
linked to resource development plan

V Quality standard improvement or
implementation is reflected in
operational guidelines

V Resources used in production are
reflected in operational guidelines

V Resource used in production are in
alignment with the resource plan

V  Written rules and procedures of
quality standards are reflected in
operational guidelines

V Detailed operational plan of product

development is reflected in the

production plan

The three levels of strategies and their alignment are evaluated in the table below for the
Mongolian meat processing companies and for the best practicing company:

Table 28. Quality policy and strategy

Companies A) Strategic level vs innovation level (+) B) Innovation level vs operational level (+)
Company 1 | V Idea of quality standard improvement is formulated in | V' Quality = standard  improvement  or
mission, vision and overall objectives (+) implementation is reflected in operational
V  Strategy to collaborate with supplier is formulated (+) guidelines (+)
V  Innovation plan is developed (+) V  Written rules and procedures of quality
V  Production strategy has been formulated (+) standards are reflected in operational
guidelines (+)
Company 2 | V Target indicators of quality improvement are reflected | V' Quality standard  improvement  or
in the overall objectives (+) implementation is reflected in operational
guidelines (+)
V  Written rules and procedures of quality
standards are reflected in operational
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guidelines (+)
Company 3 | V. Production strategy is formulated (+) Quality standard  improvement or

V Innovation plan is developed (+) implementation is reflected in operational

V  Product development plan is developed (+) guidelines (+)

V Resource development plan is developed (+) Written rules and procedures of quality
standards are reflected in operational
guidelines (+)

Detailed operational plan of product
development is reflected in the production
plan (+)

Company 4 | V. Production strategy is formulated (+) Quality  standard improvement  or

V  Quality standard improvement idea is formulated in implementation is reflected in operational

mission, vision and overall objectives (+) guidelines (+)

V  Product development plan is developed (+) Written rules and procedures of quality

V  Production strategy is linked to production plan (+) standards are reflected in operational
guidelines (+)

Detailed operational plan of product
development is reflected in the production
plan (+)
Best V  Quality standard improvement idea is formulated in Quality  standard  improvement  or
practice mission, vision and overall objectives (+) implementation is reflected in operational
company V  Quality performance measurement and target guidelines (+)
indicators of quality improvement are reflected in the Written rules and procedures of quality
overall objectives (+) standards are reflected in operational

V Strategy to collaborate with supplier is formulated (+) guidelines (+)

V Innovation plan is developed (+) Detailed operational plan of product

V  Production strategy is formulated (+) development is reflected in the production

V  Product development plan is developed (+) plan (+)

V Technological process development plan is developed

(+)
V  Production strategy is linked to production plan (+)

The three levels of strategies and their alignment with each other influence the application of
guality standards and they influence the decisions made on quality standard improvement.
Concluding from the evaluation table above, the interviewed Mongolian meat processing
companies have the following scores on three levels of strategies and their alignment:

Table 29. Results of assessment

Companies Score Result of assessment
A) Strategic vs innovation B) Innovation vs operational
Company 1 4 2 Not in good alignment for both A and B
Company 2 1 2 Not in good alignment for both A and B
Company 3 4 3 Not in good alignment for A
In neutral alignment for B
Company 4 4 3 Not in good alignment for A
In neutral alignment for B
Best practicing 8 3 Good alignment for A
company In neutral alignment for B

Companies develop private food quality standards with the aim of improving supplier standards,
eliminating multiple audits and selling high quality products to the consumer which can provide
in their specific demand. The rationale served for developing private food quality standards
should be integrated into the three levels of strategic direction of the firm. The application of
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public food safety standards are formulated in the operational and innovation levels of
strategies. On the other hand, firm strategic policy which concerns the quality motivates the firm
to apply a higher level of quality standards.

1)} Vertical line: Level of quality assurance system and level of supplier quality
control
Level of quality assurance system:
The food quality assurance system requires the firm to change its management and operational

activities, and therefore influences the strategic choices that the firm makes. Quality assurance
policies and processes and procedures for delivering safe and high quality food should be
integrated into the or gani zati on’ s dtoedhe product anth jesoarceioneatsd,
decisions and into the overall operational and production decisions. Applying the higher level of
food quality assurance system influences the strategic policy of the firm as well. The level of
guality assurance system strongly influences the quality standards that the firm applies.

The quality assurance system that each interviewed company applies will be assessed by their
level of assurance system. The different levels of food quality assurance system will be
described by following assessment indicators:
1 Two positive: if a company applies the internationally accepted food quality assurance
system with full certification, then this company gets two positive (+ +) marks for the
indicator
1 A positive: if a company started to develop quality guidelines for a higher level of food
guality standards and if it works on assuring food quality by internationally accepted
guality assurance system, then the company gets a positive (+) mark for the indicator
T A negati ve: i f a company hasn’t started yet t
l evel of food quality st anglonasswingfoaddqualitfbyi t doe
internationally accepted quality assurance system, then the company gets a negative (-)
mark for the indicator.

Table 30. Assessment indicator on quality assurance system

Assessment indicators Description

Certified full HACCP assurance system

Certified full ISO and other internationally accepted food
quality assurance system

Certified AAA

| < <<

Have developed their own internal quality assurance system
or assures their quality by using both processing and
production standards

Applies a partial food quality assurance system (HACCP or
I1SO)

Production facilities are being prepared to apply the HACCP

Has the end-of-pipe inspection
Their certification has been decreased AAA~AA or AA~A
Do not use processing standard

<< <LK <
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The level of quality assurance systems applied by the four Mongolian meat processing

companies and the best practicing company is evaluated in the table below:

Table 31. Level of quality assurance system

Companies Positive assessment indicators | Negative assessment indicators | Result of assessment
Company 1 V Certified AAA (+ +) V  Uses end-of-pipe inspection (-)
V  Production facilities are being |V Doesn’ t use 3(+)
prepared to apply the HACCP standards (-) 2 ()
(+) Final result: 1 (+)
Company 2 V  Uses end-of-pipe inspection (-)
V Doesn’t use 2(-)
standards (-) Final result: 2 (-)
Company 3 V Assures meat quality by |V Uses end-of-pipe inspection (-)
using the processing
standard (+) 3(+)
V Certified AAA (+ +) 1()
Final result: 2 (+)
Company 4 V Assure meat quality by using | V  Uses end-of-pipe inspection (-)
the processing standard (+) 2(+)
V Assure product safety by 1(-)
using safety standard (+) Final result: 1 (+)
Best practice V  Applies the HACCP (++)
company V  Applies the full ISO (++) 2 (+4)
V  Certified AAA (+) 1(4)
Final result: 5 (+)

A higher level food quality assurance system has a positive influence on the application of food
guality standards. A good assurance system enables the firm to assure their product and
production process quality and it will give their customers the confidence that their product is of
a high quality. Concluding from the evaluation table above, company 3 applies a higher level of
guality assurance system than the other three companies. The best practicing company shows
outstanding performance on the level of food quality assurance system.

Level of supplier quality control:
The supplier quality control system reduces the uncertainty in the large variation of incoming

materials. The quality of the incoming material influences both the product decision and the
resource decision of the firm. Therefore, firms consider how to control the input quality when
they formulate their strategy. The level of the incoming material quality influences the level of
output quality, therefore, firms enforce a level of quality control onto their suppliers that is in line
with their application of quality standards.

The level of supplier quality control enforced onto the herders by the interviewed meat
processing companies will be evaluated by different assessment indicators. The assessment
indicators are requirements that meat processing companies can enforce onto the herders in
order to improve the input quality. These requirements describe the level of quality control for
each company:
1 Two positive: if a company imposes a strict control on their supplier and/or puts good
production control over their suppliers, the company gets two positive (++) marks for the
indicator
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1 A positive: if a company has a fair control to their suppliers and/or puts sufficient
production control over their suppliers, the company gets a positive (+) mark for the

indicator

1 A negative: ifacompany

doesn’t

the company gets a negative (-) mark for the indicator

enf orce

gual ity

Table 32. Assessment indicators of supplier quality control

Assessment indicators Description

Resource control Production control

V The supplier selection is based on the | V Perform an audit on the quality of
strategic commitment of the supplier to animal carcasses
the buyer

V  Created vertical integration with herders

V  Has the power to select suppliers

V Draw up a buyer-supplier contract with | V A laboratory test is performed for
all the suppliers every purchase

V Have a database to evaluate suppliers | V Strict direct measurement for
by their past supplied meat quality purchasing live animals

V Uses an efficient way to deliver animals
from the rural area to their own
slaughterhouse

V Don’t have fixed syV Do npetform a laboratory test for

V D o nhaue the power to select suppliers every purchase

control

The four Mongolian meat processing companies and the best practicing company enforce food
guality control onto the herders. The level of supplier quality control is evaluated in the table

below:

Table 33. Level of supplier quality control

Companies

Positive assessment indicators

Negative assessment indicators

Result of assessment

Companyl |V A laboratory test is performedfor |V Doesn’t have #)i 1(+)
every purchase (+) V Does not have the power to 2(-)
select suppliers (-) Final result: 1 (-)
Company 2 |V A laboratory test is performed for |V Doesn’t have #)i
every purchase (+) V Does not have the power to
V Have a database to evaluate select suppliers (-) 2(+)
suppliers by their past supplied 2(-)
meat quality (+) Final result: ~
Company 3 |V A laboratory test is performed for |V Doesn’t have #)i
every purchase (+) V Does not have the power to
V Have a database to evaluate select suppliers (-) 2 (+)
suppliers by their past supplied 2 ()
meat quality (+) Final result: ~
Company4 |V A laboratory test is performed for |V Doesn’t have #)i
every purchase (+)
V Have a database to evaluate 2(+)
suppliers by their past supplied 1()
meat quality (+) Final result: 1 (+)
Best V The supplier selection is based
practice on the strategic commitment of
company the supplier to the buyer (++)

V Draw up a buyer-supplier
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contract with all the suppliers (+) 1(++)
V Has a database to evaluate 3(+)
suppliers by their past supplied Final result: 5 (+)
meat quality (+)
V A laboratory test is performed for
every purchase (+)

The level of supplier quality control influences the decision which quality standards should be

applied to the firm. This decision is based on the supplier performance and on the input quality.

It can also influence the decision to formulate strategic, innovation and operational level
strategies in light of quality improvement. Concluding from the evaluation table above, the
interviewed meat processing companies could not
guality performance. Only company 4 tries to put control onto their supplier. The best practicing

company demonstrates a good level of quality control put onto their suppliers. This can be

explained by its good performance on drawing up a buyer-supplier contract with herders and by

selecting herders based on their strategic commitment to the company.

1)} Analysis of the application of food quality standards per company

Company 1: End-of-pipe inspection
(+1)
Strategic level strategies
A Not in good
alignment i
Innovation level strategies | N Production standards,
) v working on developing
——— | BNotingood - processing standards
alignment

Operational level strategies

Level of supplier quality
control: (-1)

Figure 11. Analysis of variables for company 1

Application of food gquality standard by company 1: the company applies national production
standards and works on developing their own processing standards. For Company 1 the
strategic level strategies are not in good alignment with innovation strategies. Even though
Company 1 has formulated their mission, their vision and their overall objectives in light of
guality improvement, the measurements and the target indicators to reach these goals are not
formulated. New product development strategy and innovation plans are formulated but a
detailed production plan and resource & production development plans are missing. Innovation
l evel strategies are also not in good alignment
developed a detailed operational plan for neither the product development nor the resource
development. Lower performance of strategic formulation and not good alignment between
strategies has a negative influence on applying a higher level of quality standards. Even though
company 1 started to develop their own processing quality standards, the company is still using
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the end-of-pi pe i nspection when assuring quality. They

| ocal area to contact herders and t heyr Tharn' t h a\
production control method has not reached a satisfactory level. The lower level of supplier

guality control has a negative influence on the application of quality standards. The company

invested a lot in installing new equipment and got AAA certificate from the Mongolian inspection

agency which has a positive influence on their application of standards.

Company 2: End-of-pipe inspection
(-2)

Strategic level strategies

A Not in good
alignment

Production
[ > standards

Innovation level strategies

____——| BNotingood o
alignment

Operational level strategies

Level of supplier quality
control: ()

Figure 12. Analysis of variables for company 2

Application of food quality standard by company 2: the company applies national production
standards. For Company 2 the three levels of strategies are not in good alignment with each
ot her because the company doesn’ t nbovationnplah, atde t hei |
their product development plan. The idea of quality standard improvement and measurements
about how to improve quality standards are partially formulated in their objectives. Quality
standard guidelines and written rules are formulated because it is a part of the requirement
taken by the Government inspection agency of Mongolia. The company assures their product
guality by end-of-pipe inspection. This lower level of assurance system has a negative influence
on the application of food quality standards. The company has their own supplier evaluation
database, but the rest of the supplier control indicators are neutral. Therefore, this variable is
not able to influence the application of food quality standards. Their lower level of quality
assurance system has negative impact on the application of standards. Important quality
improvement strategies are not formulated in their quality policy which negatively influences
application of quality standards. Therefore, the company 2 applies production standard which is
acceptable only in Mongolia.
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End-of-pipe inspection,

Company 3: working on certifying ISO-
9000 (2+)
Strategic level strategies
A Not in good |
glignment i N Production and
L4

Innovation level strategies processing standards,
partially applies 1SO-

- - 9000

__———| Blnneutral
alignment

Operational level strategies
Level of supplier quality

control: (~)

Figure 13. Analysis of variables for company 3

Application of food gquality standard by company 3: the company applies national production
standards and developed their own processing standards. The company partially applies ISO-
9000 in their processed meat plants. For Company 3 the strategic level strategies are not in
good alignment with innovation level strategies. The innovation level strategies are in neutral
alignment with the operational l evel strategies.
but formulated production strategies with plans and formulated innovation strategies with
detailed operational plans. Even though the company assures quality by using the end-of-pipe
inspection, they applied 1SO-9000 on a part of production plants and the company has been
inspecting International Standardisation Organization to get assurance certificate. This has a
positive influence on the application of food quality standards. The company has their own
supplier evaluation database but they don’t have

End-of-pipe inspection

Company 4: (+1)

Strategic level strategies

A Not in good i Production and
alignment processing standards,
Innovation level strategies I > working on improving

safety standards
_———— BlInneutral
alignment

Operational level strategies

Level of supplier quality
control: (+1)

Figure 14. Analysis of variables for company 4
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Application of food quality standard by company 4: the company applies national production
standards and developed their own processing standards. The company focuses on food safety
and is working on developing their own safety standards. For Company 4 the strategic level
strategies are not in good alignment with innovation level strategies. The innovation level
strategies are in neutral alignment with operational level strategies. The company formulated
their strategies very well and developed production plans and operational guidelines. The
strategic formulation misses clear measurements for all strategic objectives, resource
development strategy and a resource plan are not formulated. Even though the company
assures their product quality by end-of-pipe inspection they are going to the right direction by
improving both the quality assurance system and the quality standards. Company 3 has
developed their own processing standards and is working on developing food safety standards
for each of their products. Their good enthusiasm on improving the quality assurance system
has a positive influence on their level of applying quality standards. They have their own
database to evaluate suppliers by their past supplying history and by the laboratory test that is
performed in every purchase. Therefore, comparing to the other three interviewed company the
level of supplier quality control is higher and can have a positive influence on the application of
the quality standards of the firm.

The best practicing company: Certified a HACCP
Certified an 1ISO-22000
(+5)

Strategic level strategies

A In good
alignment . HACCP séangar(ds
i i v ISO standards (in
Innovation level strategies i .> S0 standards (1
————| Binneutral X Mongolian standards)
alignment

Operational level strategies

Level of supplier quality
control: (+5)

Figure 15. Analysis of variables for the best practice company

Application of food quality standard by the best practice company: the company has been
applying the HACCP with full certification since December, 2011; and the company applies ISO-
22000 with full certificate for all production plants. The best practicing company shows a good
performance on all level strategies in alignment with down level strategies. The company
formulates three levels of strategies with innovation, resource, and production plans. Written
rules and operational guidelines are developed and linked in upper level strategies. There is
only one missing part, which is the resource development plan because Mongolian meat
processing companies don’t have the power t
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performance like they want. Their strategies have pushed the company to apply a higher level of
food quality standards. The company assures their product quality by a higher level of
assurance systems as a HACCP and ISO-22000 which has a positive influence on the
application of food quality standards. The best practicing company has contracted herders and
uses a certain tool to evaluate the quality of live animals. Their higher level of supplier quality
control positively influences the application of food quality standards.
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6. Conclusion and recommendation
In this chapter the main research question is answered: How are food quality standards applied
within meat processing companies and how do compa
consideration in the Mongolian meat processing industry? Paragraph 6.1 provides the answer to
all sub research questions and the main research question. Paragraph 6.2 discusses the
limitations of this research and the subsequent recommendation for future research.

6.1. Conclusion
This research studied how companies in the Mongolian meat processing industry apply the food
guality standards. This paragraph will answer the sub questions (SQ).

SQ. 1. How do food quality management functions influence the quality performance of
the firm?

Quiality assurance system: the food quality assurance system is able to influence the strategic
choice of the firm due to the fact that the quality assurance system requires the firm to change
its management and operational activities. The level of quality assurance system can influence
the decision which quality standards the firm applies. On the other hand if the firm assures their
product quality by a higher level of assurance system it means that their product quality has
already reached a certain level.

The quality strategy is driver of the quality performance of the firm because it identifies long and
short term food quality goals and objectives, and also because it shows how to achieve those
goals by the implementation of the quality system. Therefore, the quality goals and objectives
directly influence the application of the quality standards of the firm because the planned
improvement on the quality policy requires the firm to improve her quality standards. Therefore,
the application of t he f gstrategysareinieradlaiet tp eashtothen.d ar ds a

Quiality control activity ensures the firm to enforce quality requirements to their suppliers. The
guality requirements to the supplier consist of resource control system and product control
system. The main objective of those control systems is to reduce the uncertainty of the large
variation in incoming materials. The quality of incoming material influences both the product
decision and the resource decision of the firm.

Food quality standards ensure safe food in accordance with certain product requirements.
Companies develop private food quality standards with the aim of improving their supplier
standards, eliminating multiple audits and with the aim of selling high quality products to the
consumer which can meet their specific demands. The application of quality standards
represents how the company fulfils certain product requirement(s) or production process
requirements.

SQ. 2. How do food quality management functions influence the application of food
guality standards that Mongolian meat processing companies apply?

The four interviewed companies work on improving their application of food quality standards.
Two companies apply both public food quality standards and private food quality standards. The
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application of food quality standards of those two companies are considered as intermediate
level because the companies are working to identify critical control points or working to establish
procedures for monitoring the critical control points. The other two companies currently only
apply public food quality standards. Even though these two companies have started to develop
their own private quality standards in accordance with the Mongolian legislation for
standardisation, the companies haven ' t d e vwgittew puideines about how to identify
critical control points. Therefore, food quality standards applications of those two companies are
considered as lower level.

Quality policy and strategy: The results of the analysis show that the strategic level strategies of
the four interviewed companies are not in good alignment with their innovation strategies. Three
companies have not formulated their top level strategies. However, one company did formulate
its top level strategies, but target indicators of quality improvement are not reflected in overall
objectives. Almost none of the companies have an innovation plan or a quality department. The
four interviewed companies all formulated their production strategy and their overall objectives
but the quality standard improvement is not reflected in their overall objectives.

For two of the interviewed companies the innovation level strategies are in neutral alignment

with their operational level strategies. For the other two of the interviewed companies they are

not in a good alignment. The main reason of the low level of performance on the alignment of

innovation and operational level strategies are: (1) technological process development and

production process development are partially integrated in their innovation (tactics) strategies;

(2) resource development activities are not reflected in the strategies because the interviewed
companies don’'t take attention to improve their i
operational level strategies are in neutral alignment are: (1) quality standard improvement and

written rules of quality standard are formulated in their operational guidelines; (2) detailed plan

of product development is reflected in the operational strategies.

The interviewed Mongolian meat processing companies have no good alignment between their
three |l evels of strategies and they don’t formul a
level strategies. Top level strategies are not clearly formulated and the overall objectives of the
two interviewed companies only reflect the idea to make more profit and to become a big
company. The Mongolian government requires the meat processing companies to apply the
HACCP quality standards from February, 2009. Since 2011 the Mongolian inspection agency
monitored the application of this higher level of food quality standards. Due to this decision
companies prepared the application of a higher level of quality standards and changed their
strategic and operational documents in line with the quality standards improvement. All
companies have developed their operational level strategies at a sufficient level because they
have all planned the development of products and all quality guidelines are documented. The
documented rules and quality guidelines are regularly checked by the Government inspection
agency of Mongolia. The Mongolian meat processing companies are generally not focused on
improving their quality performance but they have started to apply a higher level of food quality
standards because they need to fulfil the requirements that are posed by government.
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Quiality level of supplier: The meat processing companies have very simple indicators to select

their suppliers (herders). Even though the interviewed companies want to impose strong

selecti o n indicators to their supplier they don’t
Suppliers can choose the meat processing companies to which they deliver their animals. Meat

processing companies use the following simple factors when evaluating their supplier: price of

the animal, location of herders and the quality of the product (live animal). All companies put

very simple production control on the supplied animals: health of the animal, animal weight, age

and age-weight ratio. The reason thatmeatpr ocessing companies don’'t ap
control is that they are not able to control their suppliers. All of the meat processing companies

don’t have fixed <contract wi t h herder s. There i
purchasing animals. The meat processing companies ask herders for the animal certification for
vaccination and they don’t require any other qual
a suppliers’ performance database andstoyélthect sSup|
company but it didn't wor k wel | . Product contr ol
visual inspection. Because they are not able to control their suppliers, all the interviewed meat

processing companies put a low level of quality control to their suppliers. Three of the

interviewed companies have negative assessment indicators for their level of supplier quality

control. This means that their lower level of supplier quality control has a negative influence on

the application of quality standards.

Quality assurance system: The interviewed companies assure their product quality by end-of-
pipe inspection. Only one company applies the ISO standard on a part of their production
process, namely on the processed meat production. This company works on getting an
assurance system certification from the authorized organization. Assuring product quality by a
higher level of assurance system is something that takes a long time for companies. First, those
three meat processing companies focus on developing their own processing standards in line
with the HACCP guidelines and Mongolian standard regulations. Second, the companies apply
a higher level of quality assurance system and get certification of assurance system. All
interviewed companies apply a lower level of quality assurance system. The main reasons of
applying a lower level of assurance system are: lack of skilled quality assurance employees and
the focus is not on improving their quality performance. The lower level of assurance system of
the interviewed companies has a negative influence on the application of food quality standards.

SQ. 3. What lessons can be learned from the Mongolian meat processing company that
applies the International quality standards?

The “Makhmarket? LLC is the first c @20@0amtlyeir t h at a
meat processing industry. This company can be a good example of how other medium sized

meat processing companies in Mongolia can improve their application of food quality standards.

They have applied the HACCP and ISO for two years in which these quality standards gave

their company a good name, the possibility to expand their business, internal quality controlling

system and it gave customers the confidence that their product is of a high quality.

Quality focus and good alignment between three levels of strategies help the company to apply
higher level food guality standards: the best practice company formulated a very clear mission,
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vision and overall objectives which are in line with resource development and production
strategies. The quality policy and strategy of the company are closely related to each other and
are well aligned with the application of the food quality standards. All levels of strategies are well
formulated, reflect measures on how to evaluate achievements and there is a good alignment

bet ween the |l evels of strategi es.lateBnirnovatiorhptan g h

they have a complete production plan in which their innovation plan is reflected. The company
integrated their focus is a quality in the broad strategic objectives and all following strategies are
aligned well with quality focus. Therefore, their top level strategies are in good alignment with
innovation level strategies. The best practicing company has a neutral alignment between
innovation strategies and operational strategies. The company has their own written rules and
guality guidelines alongside the HACCP. All quality documents are archived and the application
of quality standards and quality guidelines are reflected into the plans of specific departments.
This good aligned and quality focused strategies pushed company to apply an internationally
accepted food quality standards in Mongolian red meat supply chain.

Quality performance is_improved since applying a higher level of quality standard: applying
internationally accepted quality standards asks some compulsory requirements from the
company and it improves the hygienic control in the production process. The best practicing
company developed 18 regulations and 53 quality guidelines in accordance with national
standards and national legislative regulations in order to apply the HACCP. Developing quality
guidelines and regulating them with national standards took two years, but it was beneficial to
the company to educate employees in hygienic discipline which resulted in having a good
production cycle that was free from contamination.

Applying higher level of quality assurance system eliminates multiple audits: In order to apply
internationally accepted food quality standards, the best practicing company developed a
number of quality guidelines in line with national standards and national legislative regulations.
The company received full certification of the HACCP and ISO-22000 for all their production
plants. Developing quality guidelines and regulating them with national standards took two
years, but it was beneficial to the company to educate employees in hygienic discipline because
it resulted in having a good production cycle that was free from contamination. The company
established their own quality department and prepared internal audits to control the quality.
Along with the Mongolian hygienic control practice, a state inspector works in a meat processing
company 3-4 time a year to check all quality documents and laboratory test results. It is a very
time consuming and cost consuming work. After getting the HACCP certification, the best
practice company submitted their quarter report for hygienic control to state inspection agency.

Have a fixed contract with their herders to get high quality inputs: the best practicing company
has regular direct contact with herders, they collect live animals through their representatives in
the rural areas. The company offers 2-5 percent higher price to the herders if supplied animals
are young and having good condition. In order to put control on their supplier, the company
carries out a very simple form of production control over the supplied animals. The best

t

he

practicing company doesn’'t have the powerl iteadr "ssel e

performance like they want. The company tries to have resource control when having contract
with herders based on their animal condition and supplying ability. The company tries to create
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a tracing back system for their contracted herders and offers a price that is based on the animal
condition. The company has a different production control mechanism: for live animals there is a
vet certification and visual inspection, and for animal carcasses a laboratory test is performed
and a tracing back system has been put in place.

Improved skill of employees: the company constantly organizes quality standard and hygienic
training for their employees. Employees that are responsible for the quality assurance have
successfully developed all quality guidelines and HACCP principles according to the advice
from an international advisor. They prepared their own internal audits to control the quality. An
external adviser from an international quality assurance certifying organization has worked in
the company for 9 months. This adviser provided an advice that all quality documents should be
implemented in the production process accurately and that hygienic control should be practiced
in the right way.

Expand business and good name: the interviewed four meat processing companies are all
willing to improve their application of food quality standards. They are motivated by the
possibility of exporting meat to Russia and other countries. The best practice company focuses
on improving their quality performance and the company produces only classified meat cuts.
The best practice company formulated their long term and short term strategies. Their short
term strategies focus on providing high quality meat cuts for Mongolian customers and their long
term goal is to export meat to the foreign market. The HACCP and ISO quality standards gave
their company a good name, the possibility to expand their business and it gave customers the
confidence that their product is of a high quality.

SQ. 4. What possibilities and bottlenecks will arise when the higher level of food quality
standards are applied in the Mongolian meat processing industry?.

In general, the four interviewed companies have all started to develop their own private quality
standards in accordance with the Mongolian legislation for standardisation. Two companies
developed their own processing standards and the other two work on developing their own
processing standards. The companies are actively involved in developing processing standards
as a preparation step to apply the HACCP system. When developing their own processing
standards and quality guidelines; and applying quality standards, the companies observed the
following bottlenecks and possibilities.

The following bottlenecks are mentioned by the meat processing companies:

U The meat processing companies are not aware of the benefits for applying a higher level of
food quality standards. The interviewed meat processing companies are not focused on
production quality. They work on applying a higher level food quality standard only for the
reason that the government required them or because it is necessary for exporting meat.
For example: two of interviewed companies mentioned that they will apply a higher level of
food quality standards in 2-3 years because the companies do not plan to export meat until
that time.

U0 Companies started to apply the higher level food quality standards for their processed meat
producti on pl ant s, but they don’t apply
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interviewed companies invested in their slaughterhouse in recently. The international
standard auditing company provides certification to the company if the company applies the
HACCP principles and procedures to all production processes and production plants.

U Lower level quality perfor mance of suppliers: since compani e
impose strict quality control requirements to their suppliers, they buy animals using visual
i nspection. One of the stakeholders stated tha

sanitary conditions, particularly with respect to washing animals with certain chemicals and
with respect to injecting animals in order to prevent fatigue or in order to prevent parasites.
U Lack of highly skilled quality assurance employees. Applying a higher level of food quality
standards is relatively new for the Mongolian meat processing companies. The companies
don’t have skilled quality assurance professi ol
accordance with the Mongolian quality regulations.

The opportunities that companies will gain when applying a higher level of quality standards and
the opportunities that companies will gain when the above mentioned bottlenecks are solved,
are:
U Having an own quality controlling system. In order to apply a higher level of quality
standards, the company improves and/or renews all quality guidelines and documents. The
application of quality standards requires the firm to improve their quality management in
order to achieve good results. If companies apply the HACCP they have a full quality
controlling system, that starts from the quality standard documentation untill the quality
assurance by the higher level system.
U  Fulfil the requirements to export meat to foreign market without burden. Mongolian standard
requirements are not high enough, therefore the meat products that are produced in
Mongolia and the quality that is assured by end-of-pipe inspection does not meet the food
guality and safety requirements that are posed by meat importing countries.
i Companiesdon’t estimate the costs that accompany th
taking them from the herder to the slaughterhouse. They purchase animals in May until June
when the animals are slim and weak after which they bring them by foot to the
slaughterhouse. Stakeholder 1 though suggested that it would be better to buy live animals
in early autumn and transport them to the slaughterhouse by truck. This would be better
because by that time the live animals would have gained a lot of weight. When the animals
are transported by foot, they don’t gain any we
they are transported by truck.
i Mongolian government supports the meat processing companies to develop standard
guidelines and regulations: stakeholder 3 mentionedt hat ‘I n order to apply
guality assurance system, it is possible to receive certain government support. This support
exists mainly of getting a cheap loan to reach this goal and of getting financial support to
invite an internationaladvi sor and auditor . The government gi
of total cost for inviting international advisor. The International advisor works in the company
for 6-12 months. Company 4 suggested that all companies should work together to develop
umbrella quality guidelines for applying the HACCP. The best practicing company got a 65
percent subsidy from the Mongolian government for salary of the International adviser who
worked in the company for 9 months.
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6.2. Limitations and recommendations

A remark should be made concerning the sample size in this research because it is a case
selection. Because the quality performance of the Mongolian meat processing industry has
never been empirically studied, it was unclear which indicators should be used for the case
selection. Of the 17 companies contacted, nine companies were not interested in cooperating in
the research for several reasons, such as time constraints and a reorganization. The four meat
processing companies that were selected represent the medium sized meat processing
companies very well. In the research, the SME definition is used to evaluate their size but this
definition is not clearly formulated. The next case selection indicator was the grade of the
company given by state inspector of meat quality control. Another remark on the sample
concerns the stakeholder. Five companies and three stakeholders were part of this research.
None of the state inspectors who check the application of quality standards and meat quality
control attended in stakeholder interview.

Another remark given to this research is that the application of food quality standards should be
preceded by the state inspector giving his mark to the meat processing companies and by
explaining how he got to that mark. This was not clear for some of the interviewed companies.

The supplier quality control posed to the herders could be analyzed in relation to features of

Mongolian animal husbandry and possible opportunities to overcome these challenges should

be studied. The meat processing companies face big challenges for getting a good input quality:

« There isn’t any traceability system between he
some of the interviewed companies try to create their own tracing back system with their
contracted herders it is not an easy task for companies. The government started the project
to build a tracing back system between herders and meat producers, but the interviewed
meat processing companies have doubt about its result.

+« Herder s don’t t ak e aitary eonditions, rparticutarly avithi respett tos a
washing animals with certain chemicals and with respect to injecting animals in order to
prevent fatigue or in order to prevent parasite:
is slaughtered without hygienic control and which is sold at the black market. As suggested
by one of interviewed stakeholders, this goal could be reached by auctioning all agricultural
products in rural area centres.
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