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Preface

The Internet has dramatically changed the ways in which consumers engage with
brands, the role brands play in people’s lives, and the value brands can create for
companies and their customers. As an increasing number of consumers are virtually
always online with their smart phones, tablets, and computers, companies are
presented with unique opportunities to gain a better understanding of how these
customers think and design more effective and cost-efficient strategies to build and
manage strong brands. To stay relevant, companies must evolve with times and
ensure that their brands are in tune with the digital lifestyle of their customers.

Along with brand building opportunities come challenges. The availability of
product-related information is eroding the role of brands as a signal of product
quality. Rather than relying on the brand image to infer product performance,
consumers can easily gain the relevant information from blog posts, customer
reviews, and online ratings. Product performance, rather than the company’s adver-
tising, is becoming the key factor in defining brand image. The increased importance
of product performance not only de-emphasizes the impact of the company’s brands
and decreases customers’ willingness to pay a premium for branded products, but it
also levels the playfield between national brands and established mega-brands on the
one hand and private labels and newly launched niche brands on the other. In
addition to the threat of becoming less relevant, traditional brands are also facing
the challenge stemming from the exponential growth of the social media that has
dramatically reduced the company’s ability to control the image of its brands.
Today’s customers effectively co-own the company’s brands by creating unique
brand content, developing brand narratives, and shaping brand meaning.

Another profound change in the ways companies position their brands involves a
shift from focusing on functional benefits of the company’s offerings to emphasizing
the role of brands as a means of self-expression. Lifestyle branding has become an
increasingly common approach among managers, especially in categories in which
functional differences are hard to discern. A growing number of companies—from
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consumer packaged goods companies, to car manufacturers, and technology com-
panies—are adopting lifestyle positioning as a way to break free of the cutthroat
competition within a category by connecting with consumers on a more personal
level. This trend toward lifestyle branding is facilitated by Facebook, YouTube,
Twitter, and other social media platforms that help companies identify the touch
points where brands engage and influence their target customers. At the same time,
social media platforms provide unprecedented opportunities for consumers to assert
their individuality by interacting with one another without relying on lifestyle
brands. The ubiquity of such nonbrand means of self-expression raises the hurdle
that lifestyle brands must overcome to stay relevant to their customers.

Despite the changes, one aspect of building brands in the digital age has remained
constant: consumers want offerings with a clear and relevant brand promise. The key
function of brands as a means of creating customer value above and beyond the
value delivered by the company’s products and services has not changed. What has
changed is the context in which brands create customer value, the means by which
they create value, and the specific tools that companies can use to design and manage
their brands. Understanding the impact of digital transformation is essential to the
company’s ability to build strong brands that create market value.

Looking at those aspects underlying this new marketing context offers exciting
opportunities for researchers. It is with this goal in mind that this Fifth International
Conference on Research on National Brand & Private Label Marketing (NB&PL
2018) has been launched and organized. After the success of the four previous
editions, this fifth edition is still believed to be a unique international forum to
present and discuss original, rigorous, and significant contributions specifically on
national brand and private label issues.

Each paper submitted to NB&PL 2018 has gone through a stringent peer review
process by members of the Program Committee, comprising 46 internationally
renowned researchers from 14 countries.

A total of 19 papers have been accepted, and they address diverse areas of
application such as consumer decision-making, premium private labels, digital
transformation, ethical aspects, cultural dimensions, sales promotions, brand equity,
private label pricing, and dual branding, among others. A wide variety of theoretical
and methodological approaches have been used in these areas.

We believe that this fifth edition has continued with the same goals as the four
previous editions: promote, stimulate, and publish high-quality contributions on
national brands and private labels, which could help retailers and manufacturers
deal with diversity of issues. Nevertheless, we hope to keep organizing this confer-
ence which is aimed to become an international reference for advancing this
promising research field.

Finally, we wish to acknowledge the support of the sponsors Open University of
Catalonia, Information Resources Inc. (IRI), Manufacturers-and-Retailers Spanish
Multisectoral Association (AECOC), and EAE Business School. We would also like
to thank all the contributing authors, members of the Program Committee, and the
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rest of the Organizing Committee for their highly valuable work in enabling the
success of this fifth edition of NB&PL. Thanks for your generous contribution—IC-
NB&PL 2018 would not have been possible without you all.

Granada, Spain Francisco J. Martínez-López
Almería, Spain Juan Carlos Gázquez-Abad
Evanston, Illinois, USA Alexander Chernev
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Status Consumption: Both an Antecedent
and a Moderator of Private Label Brand
Proneness

Hanna Gendel-Guterman and Shalom Levy

Abstract Status consumption has received little attention from scholars of private
label research, and the results of the few existing studies were inconclusive about its
influence on private label brand proneness. The aim of this research is to explore
how status consumption is involved in the decision process to buy private label
brands. An integrated model was constructed and empirically tested in a survey of
603 consumers. The findings show that although the impact of status consumption
on private label proneness is not significant, but rather positive and small, it has a
negative influence on quality perception and a positive influence on familiarity. The
findings also revealed the interesting moderator function of status consumption on
the relation between quality perception and buying proneness.

Keywords PLB proneness · Status consumption · PLB quality · PLB value for
money · Familiarity

1 Introduction

The popularity of private labels continues to grow throughout Europe. The latest
Nielsen data shows that market share for retailer brands has climbed to all-time
highs, reaching 40% in 6 out of 19 European countries; yet, it varies considerably
among countries (PLMA 2016). The factors that influence private label brand (PLB)
attitudes and shopping behaviors have been extensively researched over the last
several decades. Research has found that demographic factors do not explain PLB
proneness; however, Ailawadi et al. (2001, p. 73) have found that they influence
consumers’ attitudes toward PLB indirectly, through their moderating effects via
psychographics.

H. Gendel-Guterman (*) · S. Levy
Department of Economics and Business Administration, Ariel University, Ariel, Israel
e-mail: hanag@ariel.ac.il; shalom@ariel.ac.il
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One of the main researched psychographic traits, which has been found to have an
important effect on purchasing behavior, is status consumption tendency (SCT),
sometimes referred to in the literature as social value consumption or self-concept
consumption. However, research on PLB proneness in relation to SCT, especially in
grocery products, is rare (Kakkos et al. 2015). Moreover, the findings of these
studies remain inconclusive (Kara et al. 2009).

General marketing research has revealed that SCT has a negative effect on
perceived low-quality products. The aim of this research is to determine whether
SCT has a negative impact on PLB proneness through the main factors that were
found to effect proneness—quality, value for money (VFM), and familiarity. Fur-
thermore, the current study attempts to answer the question of whether SCT is an
antecedent to these factors or a moderator between them and PLB proneness.

2 Theoretical and Empirical Backgrounds

Regarding PLB buying proneness, meaning, the intention of consumers to adopt and
purchase PLB, longitudinal research studies have established that there are three
main influencing factors—PLB Quality, VFM, and familiarity (Richardson et al.
1996).

Private Label Brands (PLB), sometimes referred to as store brand are products
manufactured on behalf of retailers, sold through their own outlets, and under the
retailer’s own name or trademark. Traditionally, PLB are sold to consumers at lower
prices compared to national brand products (Koschate-Fischer et al. 2014).

Product proneness is “the possibility that consumers will plan or be willing to
purchase a certain product or service in the future” (Wu et al. 2011, p. 32). Product
proneness is considered as the exactly precedent stage before indulging in the actual
buying behavior (de Magistris and Gracia 2008)

Product perceived quality can be defined as “the consumer’s judgment about a
product’s overall excellence or superiority” (Zeithaml 1988, p. 3; Cronin et al.
2000). Perceived quality drives consumers to choose one brand over other compet-
ing brands. PLB are usually considered to be of lower quality compared to national
brands (NB) (González Mieres et al. 2006), a perception which decreases PLB
proneness.

A product or service’s perceived VFM refers to how consumers evaluate a
product relative to its price (Wu et al. 2011). VFM equation is an important factor
in the PLB buying process; PLBs are sold at lower prices than NB, therefore this will
cause consumers to evaluate fairly the quality of the PLB brand, followed by a
positive influence on both its VFM and its proneness.

Familiarity with a brand—or brand awareness—reflects one’s ability to recall
and recognize a brand within a given category and has a positive influence on the
PLB VFM and its proneness (Richardson et al. 1996). According to the existing
literature, it can be assumed that:

4 H. Gendel-Guterman and S. Levy



H1a PLB quality perception will be positively correlated with PLB buying
proneness.

H1b PLB familiarity will be positively correlated with PLB buying proneness.

H1c PLB VFM perception will be positively correlated with PLB buying
proneness.

H1d PLB familiarity will be positively correlated with PLB VFM.

Status consumption is defined as the motivational process by which individuals
strive to improve their social standing through the conspicuous consumption of
consumer products that symbolize status—in their own eyes and in the eyes of
others (Eastman et al. 1999). It is based more on affective then cognitive attitudes.
O’cass and McEwen (2004) argued that “status consumption is more a matter of
consumers’ desires to gain prestige from the acquisition of status-laden products and
brands; however, conspicuous consumption focuses on the visual display or overt
usage of products in the presence of others”. This distinction implies that the
acquisition itself could be a measure of social success, without display or overt
usage of products in the presence of others (O’cass and McEwen 2004).

There is a great deal of research about status consumption in the general market-
ing literature, but only a few of these studies examined SCT in relation to the issue of
PLB in comparison to NB (Kakkos et al. 2015; Richie et al. 2018). Therefore, this
paper included research that referred to this process as social value consumption
(Kakkos et al. 2015) or as self-concept consumption (Richie et al. 2018).

The findings of these studies remain inconclusive (Kara et al. 2009). In some
studies, SCT is found to have a negative effect on PLB proneness (Shannon 2016;
Richie et al. 2018), while others found that SCT has either an insignificant or a
positive effect on PLB proneness in certain situations (Richie et al. 2018). Several
explanations were provided for these contradictory results; some researchers argue
that supermarkets’ PLB are consumed at home; therefore, the consumption is
inconspicuous and is irrelevant to SCT consumers (DelVecchio 2001; Weiß 2015,
p. 86). Others explain that SCT is trait that is similar to the “shopping maven” trait.
Consumers who think they are expert shoppers tend to be familiar with market
products and prices, and take pride in searching and finding the best deals (Weiß
2015, p. 86). Thus, consumers with high SCT will be more familiar with PLB and
regard more favorably its VFM.

Although the results are inconclusive, based on the majority of recent literature, it
is assumed that:

H2 SCT will have a negative effect on PLB buying proneness.

H3a SCT will have a negative effect on PLB quality perception.

H3b SCT will have a positive effect on PLB VFM.

H3c SCT will have a positive effect on PLB familiarity.

Status Consumption: Both an Antecedent and a Moderator of Private Label. . . 5



Due to the irrelevancy of PLB quality to consumers with high SCT buying
decision, the following hypothesis is suggested:

H4 SCT will be a moderator between PLB perceived quality and PLB buying
proneness.

3 Methodology

Sample: Participants were randomly recruited from eleven grocery stores of a major
well-known retailer, spread out over extended geographic areas in Israel. Overall,
603 shoppers agreed to participate and completed the questionnaire. Most of the
participants were female (66%); for the most part, ages ranged between 26 and
65 (92%); the majority of participants possess a full high school education or above
(88%); and have an average or above-average income (66%). All subjects said they
usually participate in family shopping trips (100%). The sample’s external validity
was confirmed by comparing it to the socio-demographic traits of the total cumula-
tive population of the chain’s shoppers.

Measurement: The items were partly taken from multiple studies and partly
phrased based on the literature. Following Richardson et al. (1996), the dependent
variable—private label buying proneness—was examined using six items—one
general question and five questions relating to different product categories (basic
food, cleaning materials, beverages, cookies and preserves). As for the independent
variables, four items for store brand quality (e.g. “There is a great difference in
overall quality between nationally advertised and store brands grocery items”), one
item for VFM (“Private label brands offer great value for money”), and one for
familiarity with store brand (“I am well familiar with private labels brands of this
store”) were taken from Richardson et al. (1996). Three items of status consumption
(e.g. “Status is important to me”) were based on Eastman et al. (1999) and O’cass
and McEwen (2004). Respondents were asked to indicate their level of agreement
with the different statements, regarding their attitudes about grocery shopping
behavior. A five-point Likert scale was used, ranging from 1 ¼ strongly disagree,
to 5 ¼ strongly agree. Demographic variables were also collected.

4 Results

Validity and reliability: Exploratory Factor Analysis (EFA) with Varimax rotation
was used, explaining 57.2% of the cumulative variance factors. All items demon-
strated internal consistency. Confirmatory Factor Analysis (CFA) was used for
validity. The results confirm the constructs (χ2 value (55) ¼ 126.03, p < 0.05 (χ2/
df < 3); CFI ¼ 0.975; NFI ¼ 0.957; (RMSEA) ¼ 0.043. The CFA shows that the
scale items loaded satisfactorily on the relevant latent variables. Convergent validity
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and internal consistency were examined using the following measurements: The
standardized loading estimates for all items are significant and above 0.5; therefore,
the constructs show acceptable convergent validity. The Cronbach’s alpha coeffi-
cients range was 0.56–0.83.

Model testing: A path analysis was conducted to check the research hypotheses
using Structural Equation Modeling (SEM), based on the maximum likelihood
approach. The path analysis results show that the overall fit statistics (goodness of
fit measures) exhibit an acceptable level of fit (χ2 value (89) ¼ 192.63, χ2/Df < 3,
p < 0.05; CFI ¼ 0.962; NFI ¼ 0.932; RMSEA ¼ 0.044), indicating that the path
model is valid. The path model, regression standardized coefficients, and their
significance are illustrated in Fig. 1. Table 1 shows the variables’ total and direct
relationships and the statistical measures.

Figure 1 indicates that, as expected, direct relationships exist between PLB
quality perception and PLB buying proneness (β ¼ 0.20); between PLB familiarity

Fig. 1 Path analysis model
(parameters are standardized
parameter estimates and
only significant paths are
displayed. Dotted lines
represent moderation. R2

appears in the right-hand
corner. *p < 0.05;
** p < 0.01)

Table 1 Hypotheses testing—total and direct significant relationships

Relationship

Standardized effect Regression weights (direct)

Total Direct Estimate C.R. p

PLB quality ! PLB buying 0.196 0.196 0.335 4.553 <0.01

PLB VFM ! PLB buying 0.383 0.383 0.260 8.870 <0.01

PLB familiarity ! PLB buying 0.551 0.410 0.268 9.292 <0.01

PLB familiarity ! PLB VFM 0.368 0.368 0.355 9.371 <0.01

SCT ! PLB buying 0.183 0.089 0.121 1.804 N.S.

SCT*PLB quality ! PLB Buying �0.108 �0.108 �0.083 �3.112 <0.01

SCT*PLB VFM ! PLB buying N.S.

SCT*PLB familiarity ! PLB buying N.S.

SCT ! PLB quality �0.218 �0.218 �0.173 �3.377 <0.01

SCT ! PLB VFM 0.152 0.081 0.162 1.547 N.S.

SCT ! PLB familiarity 0.192 0.192 0.397 3.343 <0.01

SCT status consumption tendency

Status Consumption: Both an Antecedent and a Moderator of Private Label. . . 7



and PLB buying proneness (β ¼ 0.41); and between PLB VFM and PLB buying
proneness (β¼ 0.38). Additionally, PLB familiarity has a direct positive relationship
with PLB VFM (β ¼ 0.37). Hence, hypotheses H1a, H1b, H1c and H1d were
supported.

The model further shows that status consumption has a direct negative relation-
ship with PLB quality perception (β ¼ �0.22) and a positive relationship with PLB
familiarity (β ¼ 0.19). However, no significant relationship was found to exist
between status consumption and PLB VFM (β ¼ 0.08 ns). Thus, H3a and H3c
were supported, while and H3b was not supported.

In contrast to our expectation, no significant direct relationship was found to exist
between status consumption and PLB buying proneness (β ¼ 0.09 ns). The rela-
tionship was found to be positive and rather indirect (c-c0 ¼ 0.09), mainly through
PLB familiarity. This path indicates full mediation of PLB VFM and PLB familiarity
on PLB buying proneness (bootstrap with 95% CI: 0.04–0.24; p< 0.05). Hence, H2
was not supported.

Additionally, status consumption negatively moderates the positive relationship
between PLB quality and PLB buying proneness (β ¼ �0.11). This indicates that
status consumption dampens the positive relationship between PLB quality and PLB
buying proneness which means that PLB quality perception has a significantly
stronger positive effect on PLB proneness when status consumption is lower (see
Fig. 2). Status consumption has no moderating effect on the relationships between
PLB VFM and PLB buying or between PLB familiarity and PLB buying. Therefore,
H4 was supported.

5 Discussion and Implications

This research has found that the influence of SCT on PLB proneness is positive and
small. These results are in accordance with some of previous research (Weiß 2015).
Nevertheless, it is contrary to our assumption that it would be negative due to the
still-existing perception that PLB quality is inferior compared to that of NB

Fig. 2 Status consumption
moderation effect
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(Shannon 2016; Richie et al. 2018). The current research provides a theoretical
contribution to the literature, as it proved that SCT plays a major role, with different
effects, both positive and negative on the consumer’s decision process regarding
PLB proneness. First, it was found that SCT is an antecedent to the main factors
effecting PLB proneness. As assumed, consumers with high STC have negative
attitudes about PLB quality, regarding them as inferior, compared to NB. High SCT
consumers are familiar with PLB, perhaps because they are also “shopping mavens”,
who like to have as much information as possible when shopping. Another interest-
ing result is the finding that high SCT consumers hold positive attitudes about PLB
VFM. This positive reaction is subjected to the realization that most PLB are not
consumed in public; thus, the status issue is irrelevant to them. Additionally, the
attitude that PLB has good VFM could arise from its contribution to self-image,
through their decision to be smart shoppers with “intellectual independence”
(Granzin 1981; O’cass and McEwen 2004).

Second, SCT was found to be a moderator between the poor image of PLB quality
and PLB proneness. PLB quality perception has a significantly stronger positive
effect on PLB proneness when status consumption is lower. One explanation for this
is that consumers with lower SCT don’t include the affective aspect of social status
in their decision, and instead depend only on the cognitive aspect of perceived
quality. On the other hand, for those with high SCT, the perceived quality is less
important in the equation of status and quality.

The implication of the findings for retailers is that SCT can have two different
angles: one, status brands as social value and two as supporting self-image. Retailers
could use a strategy to promote PLB as the right alternative for shopping mavens and
as a self-image enhancing tool.

6 Limitations and Further Research

The current research has some limitations. First, the product categories included in
the current research belong to a grocery products’ private label, which are products
that are more basic and consumed in private rather than public situations. It is
possible, that different food categories (like wine or delicatessen products) or
non-food categories may reveal different results. Another limitation is that SCT is
only one of consumer’s psychographic traits. Including other traits in the process,
such as extrinsic cues, could enhance our understanding about the influence of SCT
on PLB proneness. Therefore, further research should examine other product cate-
gories and other psychographic traits.

Status Consumption: Both an Antecedent and a Moderator of Private Label. . . 9



References

Ailawadi, K. L., Neslin, S. A., & Gedenk, K. (2001). Pursuing the value-conscious consumer: Store
brands versus national brand promotions. Journal of Marketing, 65(1), 71–89.

Cronin, J. J., Brady, M. K., & Hult, G. T. M. (2000). Assessing the effects of quality, value, and
customer satisfaction on consumer behavioral intentions in service environments. Journal of
Retailing, 76(2), 193–218.

De Magistris, T., & Gracia, A. (2008). The decision to buy organic food products in Southern Italy.
British Food Journal, 110(9), 929–947.

DelVecchio, D. (2001). Consumer perceptions of private label quality: The role of product category
characteristics and consumer use of heuristics. Journal of Retailing and Consumer Services, 8
(5), 239–249.

Eastman, J. K., Goldsmith, R. E., & Flynn, L. R. (1999). Status consumption in consumer behavior:
Scale development and validation. Journal of Marketing Theory and Practice, 7(3), 41–52.

González Mieres, C., MaríaDíaz Martín, A., & Trespalacios Gutiérrez, J. A. (2006). Influence of
perceived risk on store brand proneness. International Journal of Retail & Distribution Man-
agement, 34(10), 761–772.

Granzin, K. L. (1981). An investigation of the market for generic products. Journal of Retailing, 57
(4), 39–55.

Kakkos, N., Trivellas, P., & Sdrolias, L. (2015). Identifying drivers of purchase intention for private
label brands. Preliminary evidence from Greek consumers. Procedia-Social and Behavioral
Sciences, 175, 522–528.

Kara, A., Rojas-Méndez, J. I., Kucukemiroglu, O., & Harcar, T. (2009). Consumer preferences of
store brands: Role of prior experiences and value consciousness. Journal of Targeting, Mea-
surement and Analysis for Marketing, 17(2), 127–137.

Koschate-Fischer, N., Cramer, J., & Hoyer, W. D. (2014). Moderating effects of the relationship
between private label share and store loyalty. Journal of Marketing, 78(2), 69–82.

O’cass, A., & McEwen, H. (2004). Exploring consumer status and conspicuous consumption.
Journal of Consumer Behaviour, 4(1), 25–39.

PLMA. (2016). PLMA’s 2016 private label yearbook: A statistical guide to today’s store brands.
http://plma.com/share/press/resources/PLMA2016YB_COMB_RPT.pdf

Richardson, P. S., Jain, A. K., & Dick, A. (1996). Household store brand proneness: A framework.
Journal of Retailing, 72(2), 159–185.

Richie, L. L., Sprott, D. E., Spangenberg, E. R., Czellar, S., & Voss, K. E. (2018). Consumer
preference for national vs. private brands: The influence of brand engagement and self-concept
threat. Journal of Retailing and Consumer Services, 41, 90–100.

Shannon, R. (2016). Contrasting Thai and Chinese Shopper Behavior and Satisfaction with PL
Brands. In Advances in National Brand and Private Label Marketing (pp. 121–128). Springer.

Weiß, S. (2015). Determinants of private label attitude: Predicting consumers’ brand preferences
using psychographics. Wiesbaden: Springer.

Wu, P. C., Yeh, G. Y. Y., & Hsiao, C. R. (2011). The effect of store image and service quality on
brand image and purchase intention for private label brands. Australasian Marketing Journal,
19(1), 30–39.

Zeithaml, V. A. (1988). Consumer perceptions of price, quality, and value: A means-end model and
synthesis of evidence. The Journal of Marketing, 52(3), 2–22.

10 H. Gendel-Guterman and S. Levy

http://plma.com/share/press/resources/PLMA2016YB_COMB_RPT.pdf


Differences in the Effect of Ethical
Labels on National Brand and Private
Label Brand Products on Store and Brand
Perception: A Preliminary Work

Vanessa Steppuhn

Abstract Over the last years, consumers’ engagement towards socially aware
consumption increased and there is not only a growing demand for ethical products
(i.e. organic and fair-trade products) and corporate social responsibility initiatives,
but also consumers tend to punish companies promoting unethical goods. Although
several studies have investigated the effect of ethical labels on national brand
(NB) products, research in the context of private label (PL) products is rare. This
study contributes to existing research by investigating the effect of ethical labels on
products in the context of NB and PL products, examining the effect sizes of product
brand trust on store and brand perception. The study provides evidence that the
effects are stronger for private label brand (PLB) products, indicating that ethical
labels are of high relevance for private label brands.

Keywords PLB products · NB products · Ethical labels · Product brand trust ·
Store perception · Brand perception

1 Introduction

Owing to their ongoing global increase in market share (Nielsen 2011), PLBs have
attracted growing attention during the past several years. Previous studies provide a
basic understanding of the competition between PLBs and NBs (e.g., Cotterill et al.
2000), and which factors play an important role for customers during the decision-
making process for PL product purchase (e.g., Hoch and Banerji 1993; Nies and
Natter 2012; Richardson et al. 1994). To address these needs and to compete
successfully against NBs, retailers create multi-tiered PLBs with different levels of
price and quality: generic, standard, and premium PLBs (Geyskens et al. 2010;
Kumar and Steenkamp 2007). This differentiation strategy and the wide range of
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PLBs enable retailers to attract and satisfy different target groups. First studies were
conducted addressing the idea of using ethical label PLs to use this opportunity (e.g.,
Bodur et al. 2016).

2 Background

Due to its high relevance and potential positive impact on consumers and retailers,
there was an increasing number of empirical research and publications on ethical
label products over the last years. Various studies showed that consumers’ engage-
ment towards socially aware consumption increases (Auger and Devinney 2007;
Karjalainen and Moxham 2013). There is not only a growing demand for ethical
products (i.e. organic and fair-trade products) and corporate social responsibility
initiatives (Bhattacharya and Sen 2004), but also consumers tend to punish compa-
nies promoting unethical goods (Trudel and Cotte 2009). Most of the previous
research focused on customer values (e.g., altruistic and egoistic values) and motives
for purchasing ethical products (e.g., Cowe andWilliams 2001; Yamoah et al. 2016).

In contrast to the NB context (e.g., Du et al. 2007; Henderson and Arora 2010),
research on how ethical labels on PL products affect consumers and retailers is rare.
Nevertheless, there are valid reasons to investigate the effect of ethical labels on
private label products on customer perception. Not only are PLBs important for the
retailer’s competition against NBs (Bodur et al. 2016), but also they are often
associated with the brand itself, since they are only available at the store of one
retailer (Richardson et al. 1994; Sethuraman 2003). Moreover, ethical label PLB
products might offer the possibility to attract a new customer group, which has not
bought PLBs or shopped at the retailer before (Corstjens and Lal 2000) due to
missing trust towards the products offered. Previous research revealed that the
perception of facing high risk when purchasing PL products is one of the most
important factors inhibiting PL product purchase (Nies and Natter 2012).

Building on the principal-agent theory, investigating the effect of ethical labels on
PL products is of high relevance, since they might offer a way for the retailer to
reduce the customers’ perceived risk provoked by information asymmetry. Ethical
labels have an influence on sensory acceptance of products (De Andrade Silva et al.
2017) and might symbolize good quality, as they are judged by objective standards.
This can reduce the feeling of uncertainty (Batra and Sinha 2000) and bring NB and
PLB products closer together (Batra and Sinha 2000; Richardson et al. 1996).
Moreover, there have been just very few studies dealing with the impact of ethical
attributes in a PLB context (e.g., Bodur et al. 2016).

To the author’s knowledge, there is just one study by Bauer et al. (2013) which
investigates differences in the effect of organic labels on global, local and private
brands. None of the existing studies has investigated the differences of the effects of
different ethical labels. This study will close this research gap and contribute to
scientific research by comparing the effects of three different ethical label combina-
tions on PLB and NB products on customers’ product brand trust. Moreover, this
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study provides evidence that this trust is a stronger predictor of the perception of
brand and store perception for PLB than for NB products.

3 Conceptual Framework and Hypotheses

In order to account for the different possibilities of ethical labeling, three different
types of ethical label products have been chosen for the model: (1) organic labeled
NB and PL products, (2) fair-trade labeled NB and PL products, and (3) organic and
fair-trade labeled (combined in one label) NB and PL products.

3.1 Product Brand Trust

Previous research has shown that labels are able to reduce customers’ uncertainty
about the product quality, because they follow objective standards (Harbaugh et al.
2011). Ethical labels fulfill objective ethical standards and products fulfilling those
standards are highly linked to the brand trust (Singh et al. 2012). Following this
research, it is assumed that:

H1 Fair-trade labels on products have a positive effect on customers’ product brand
trust.

H2 Organic labels on products have a positive effect on customers’ product brand
trust.

H3 Fair-trade and organic labels on products have a positive effect on customers’
product brand trust.

3.2 Brand and Store Perception

As previous research revealed, spillover effects from product perceptions to the
customers’ store and brand perception are likely to occur, because the offered
products are linked to the retailer and store in customers’ mind (e.g., Ellison et al.
2016; Nies and Natter 2012). Hence, the following is proposed:

H4 Product brand trust has a positive effect on customers’ brand perception.

H5 Product brand trust has a positive effect on customers’ store perception.

However, the perception of NB products is not as strongly linked to brand and
store perception as it is for PLB products (Rao et al. 2004). This is because customers
perceive a stronger connection between PLB products with the brand and store, since
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these products are only available at one retailer (Richardson et al. 1994; Sethuraman
2003). Following this research findings, it is hypothesized that:

H6 The effect of product brand trust on customers’ brand perception is stronger for
private label brand products than for national brand products.

H7 The effect of product brand trust on customers’ store perception is stronger for
private label brand products than for national brand products (Fig. 1).

4 Methodology

In order to test the proposed relationships, three pretests were conducted. Firstly,
fictitious brand labels tested, used, and provided by Noormann (2017) were again
checked for the presence of associations with other brand labels. 22 random partic-
ipants took part in the online survey that tested for recall and recognition for the
fictitious brand labels with existing ones. The pretest revealed that there were still no
considerable associations with existing labels. A second pretest with 34 random
participants was conducted online to check whether participants were able to classify
the labels into the correct PL categories. Attributes like quality and price perception
as well as label congruency between PLB products and ethical labels (i.e. fair-trade,
organic and one label including both) were measured. Results of this pretest have
shown that ethical labels are not suitable for the generic PL and questionable on the
standard PL.

Working from the results of the pretests, two online experiment studies were
designed. The first study examines the effect of ethical label PL products on brand
trust as well as on brand and store perception. A random sample of 504 participants,
balanced for gender, age, education, and occupation was acquired. One PL product
portfolio with ethical label was shown to each participant and after that, relevant

Fig. 1 Conceptual model
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dependent variables were measured on established scales. The second study exam-
ines the same relationships as in study 1 with the same experiment structure for the
NB context. 676 random participants took part in this online survey, again balanced
for relevant demographics.

5 Expected Results and Discussion

The pretest confirmed the expectation that ethical labels are not advantageous for
retailers on all stages of their PLB portfolio. First empirical results of the main
studies indicate a significant difference for ethical label products compared to
products without a label for both product types. Moreover, a difference in the effects
of the three different labels on product brand trust seems to be supported by the data.
Third, significant differences in brand and store perception was found for the two
different product types. It is expected that the results of a deeper empirical analysis
will show that there is an overall positive effect of ethical labels on PLB as well as on
NB products on customers’ product brand trust. Furthermore, it is proposed that
there is a spillover effect of product brand trust on store and brand perception, which
is stronger for PLB products than for NB products. This would underline the
potential and relevance of ethical label PL products for retailers.

6 Conclusion and Implications for Theory and Practice

The study will show that ethical labeling of PL products can increase brand and store
perception more effectively than offering ethical label NB products. This demon-
strates that the consideration of providing PL products with ethical labels is of high
relevance for retailers. Ethical labels offer the opportunity to not just differentiate
from other retailers and their PLBs, but also to have a better baseline in the
competition with NBs. Moreover, the study will show that ethical labels can increase
customers’ product brand trust. Further research should investigate the underlying
psychological processes more deeply.
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Consumer Attitudes During Periods
of Economic Downturn: Embodying
Responsible Behaviors

Maria Sarmento, Mercedes Galan-Ladero, and Susana Marques

Abstract This study addresses consumer attitudes towards PLs and NB promotions
during recessions. The research adopts a mixed method approach, combining inter-
views and a survey applied to consumers in a context of economic crisis. The results
show that economic contractions change consumer behavior, highlighting the con-
sumers’ rational dimension. They also establish bases for structural learning. Con-
sumers assumed that the crisis helped them to become more economically and
socially responsible, assuming an intention to maintain rational and responsible
behaviors in a post-recession stage.

Keywords Private labels · National brands · Consumer behavior

1 Introduction

Since the beginning of the twenty-first century sales growth for Private labels (PLs)
has outperformed the growth of National brands (NBs) (Bao et al. 2011; Batra and
Sinha 2000; Steenkamp and Geyskens 2014). Part of this growth might be attributed
to the economic crisis that began in the 2000s and continues to affect the Eurozone
(e.g. Diallo and Kaswengi 2016; Kaswengi and Diallo 2015). The competition
between NBs and PLs has been a key research area (Cheng et al. 2007). Nonetheless,
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consumer attitudes towards PLs and NB promotions in periods of economic down-
turn is a question that remains unanswered. Our main objective is to understand if,
during recessions, attitudes change in a structural way, or if the consumer is forced to
consume the cheapest brands just because of the loss of purchasing power.

2 Background and Hypotheses

Companies generally brand their products with a National Brand (NB) or a Private
label (PL) (Dawes and Nenycz-Thiel 2013). NB (also called as manufacturer brands)
are brands developed and sold under the brand name of manufacturers, while PLs
(also called as store brands, private brands, or distributor brands) are brands devel-
oped and distributed under retailers or wholesalers’ own labels (Dawes and Nenycz-
Thiel 2013; Bao et al. 2011; Burton et al. 1998).

Price Consciousness is defined as the “degree to which the consumer focuses
exclusively on paying low prices” (Lichtenstein et al. 1993, p. 235). Price is a key
marketing variable (Diallo and Kaswengi 2016) and consumers enjoy paying prices
that are lower than the reference price (Chandon et al. 2000). The loss of income,
grant consumers incentives to experiment with lower-priced brands (Diallo and
Kaswengi 2016), favoring more purchases of PLs and NB promotions (Burton
et al. 1998; Chandon et al. 2000. Consumers seeking to save money can also search
for a NB being marketed on deal (Chandon et al. 2000). The monetary savings
gained from buying a NB promotion versus a PL may often be very similar
(Garretson et al. 2002). Thus, it is hypothesized that, during recessions:

H1 Price consciousness has a positive effect on attitude towards PLs

H2 Price consciousness has a positive effect on NB promotion attitude

Perceived price unfairness is defined as “the consumer’s subjective evaluation
that he/she has been charged more (i.e., asked to pay an unfair premium than that
called for by the costs incurred by the seller)” (Sinha and Batra 1999, p. 241). In
periods of economic crisis, consumers question the fairness of companies’ price
strategies. On the basis of this judgement consumers punish (e.g. do not buy the
brand) when they consider the price imposed by the seller to be unfair or inadequate
(Sinha and Batra 1999) which is the case of NBs that are perceived as being too
expensive for what they deliver (Nenycz-Thiel and Romaniuk 2009). In this situa-
tion, consumers may opt to buy PLs instead of NBs as they are marked at a lower
price and therefore judged as being fairer. Thus, it is hypothesized that, during
recessions:

H3 Perceived price unfairness of NBs has a positive effect on attitude towards PLs

Risk Aversion is defined as “the extent to which people feel threatened by
ambiguous situations, and have created beliefs and institutions that try to avoid
these” (Hofstede and Bond 1984, p. 419). Consumers with high risk aversion feel
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threatened by uncertain and novel situations (Bao et al. 2003). As the perceived risk
of a purchase increases, consumers are more likely to rely on a higher price as a
signal of quality (e.g. Bao et al. 2003; DelVecchio 2001). The greater variability in
quality across the PL products increases the risk that a given PL will not perform in a
satisfactory manner, suggesting that consumers who are more risk averse are less
receptive to PLs (Batra and Sinha 2000; Burton et al. 1998). Thus, it is hypothesized
that, during recessions:

H4 Risk aversion has a negative effect on attitude towards PLs

Smart shoppers are “thoughtful consumers who take pride in their decision-
making ability” (Burton et al. 1998, p. 296). Smart shoppers believe that there are
advantageous purchase opportunities available in the marketplace, act less impul-
sively in their decision-making, and take pride in capitalizing on these opportunities
(Burton et al. 1998). Buying a promoted product can be a means of becoming
recognized a smart shopper (Chandon et al. 2000; Garretson et al. 2002). Addition-
ally, consumers who have a positive attitude toward PLs view themselves as smart
shoppers who are more purposeful in their behaviour and are willing to procure PL
versions of a product rather than purchasing on impulse (Burton et al. 1998;
Garretson et al. 2002). Thus, it is hypothesized that, during recessions:

H5 Smart shoppers’ self-perception has a positive effect on attitude towards PLs

H6 Smart shoppers’ self-perception has a positive effect on NB promotion attitude

3 Method

The research method entails a combination of qualitative (phase 1) and quantitative
(phase 2) approaches.

Phase 1 An empirical qualitative study was conducted to gain in-depth insights into
the topic, aiming at a better comprehension of consumer attitudes towards PLs in
periods of economic downturn. The study was conducted in 2014, during Portuguese
recession. The qualitative phase comprised eleven semi-structured interviews with
Portuguese consumers. This stage was fundamental to better comprehend the subject
as it allowed the comparison between consumer attitudes in the stages before and
during the recession. It also allowed to capture consumers’ future intentions.

Phase 2 The quantitative stage comprised the development of a survey aiming at
testing the conceptual model. All measures were bored from previous research. To
measure PL attitude, we used the scale proposed by Burton et al. (1998) and to
measure NB promotion attitude, we used Garretson et al. (2002) scale. The scales of
price consciousness and perceived price unfairness of NBs were adopted from Sinha
and Batra (1999). Smart shoppers’ self-perception was measured based on Garretson
et al. (2002), and Risk aversion scale used the items proposed by Bao et al. (2003).
The questionnaire was administrated on-line and a snowball sampling was adopted,
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starting with a pool of consumers that nominated, through their social networks other
consumers that could potentially contribute to the study. At the end, we obtained
280 valid responses that constitute the base of the study.

4 Findings

The results of the structural equation model involving the hypothesized relationships
yielded an adequate fit for the data: χ2 ¼ 300, df ¼ 176, P < 0.001, CFI ¼ 0.95,
RMSEA ¼ 0.05 (Hair et al. 2009). Regarding the effects of price related variables,
findings support H1 and H2, suggesting that price consciousness is a very important
predictor of consumer’s attitude towards PLs and NB promotions. There is a
significant large coefficient representing the effect of price consciousness on attitude
towards PLs (β ¼ 0.527, t ¼ 5.99), and a significant large coefficient of the effect of
price consciousness on attitude towards NB promotions (β ¼ 0.507, t ¼ 6.97).
Findings also confirm H3, showing a positive significant effect of perceived price
unfairness of NBs on attitude towards PLs (β¼ 0.167, t¼ 2.37). The results from the
survey are also in line with the interviewees’ comments. In general, interviewees
mentioned that, particularly during the hard times of recession, the price of the
products became determinant in their choices and the main concern was to save some
money. In this search for economic rationality, interviewees also mentioned the
adoption of other behaviors like going shopping more often and avoiding stocking a
large quantity of products. Consumers also referred an additional concern of not
wasting.

Regarding the effects of personality related variables, findings from the survey
reject H4, showing that the effect of risk aversion on attitude towards PLs was
non-significant (β¼ 0.02, t¼ 0.28). The findings from the interviews are in line with
the survey’s findings, corroborating the idea that buying PLs is not risky. In periods
of economic recession, the determinant buying criteria is price if the minimum levels
of quality are assured. Globally interviewees trust PLs, although in some categories
of products they have more confidence than in others. Findings support H5 and H6,
revealing that the variable smart shopper self-perception is a positive predictor of
attitudes towards PLs (β ¼ 0.191, t ¼ 2.81) and NB promotions (β ¼ 0.415,
t ¼ 6.59). These findings are aligned with previous research that addressed the
conceptual antecedents of attitudes toward PLs and NB promotions (Garretson et al.
2002; Manzur et al. 2011). Results also show that the effect of smart shopper self-
perception is higher on attitude towards NB promotions than the effect on attitude
towards PLs (β ¼ 0.415 vs β ¼ 0.191).
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5 Conclusion

Economic recessions constitute ‘periods of change’, engendering moments of
human reflection that influence consumer behavior. In this context, consumers adjust
their actions to lessen economic resources. Our study confirms that, under these
circumstances, consumers become more price sensitive and the human dimension of
the ‘rational man’ gains dominance. In general, as a result of the increased price
consciousness, consumers are more willing to spare some money, opting for cheaper
solutions, such as PLs and NB promotions. Our research shows that consumer’s
perception of price unfairness of NBs has an impact on consumer’s attitude towards
PLs. In addition, risk aversion is not a trait that prevents consumers from buying
PLs. In periods of economic downturn, risk dimension in neglected in favor of
behaviors (for example in the price dimension) that allow rational decisions and
utility maximization. In this pursuit for economic rationality, consumers assume new
behaviors that allow them to accommodate the reduced income, which also trans-
lates in increased social responsibility. Besides looking for utility maximization and
switching to cheaper options, consumers revealed new habits, such as (1) more
organization and planned behavior; (2) going shopping more frequently; (3) reducing
stocking behavior; and (4) avoiding wasting.

Consumers also referred to the learning opportunity that recessions usually
engender, instigating structural changes in people’s lives, that is, behaviors adopted
during these periods are assimilated and become part of consumers’ everyday life.
Consumers claim that nothing will be the same, once they learned the lesson and
intend to continue to be more rational and responsible consumers in a post-recession
stage.
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Usage of Private Label Brands Among
Street Vendors in Thailand

Jiaranai Chaiyakarn Zheng and Randall Shannon

Abstract Despite aggressive attempts to develop and market private label brands by
retailers in Thailand, acceptance remains low. If used as an ingredient, private labels
could be a lower cost alternative to national brands and the end user would likely
never know the difference. This study explores usage of private label brands among
street vendors in Bangkok, Thailand.

Keywords Private label · Asia · Consumer behavior · Street vendors · Bangkok ·
Thailand

1 Introduction

After a wave of foreign food retailer expansion swept through Thailand, the number
of private label brands offered increased exponentially, to the point that Thailand
was in the top five fastest growing markets for PL. However, figures from Nielsen
(2014) have shown that this growth was mainly a sharp increase from less than 1%,
growing to roughly 1.5%, which has been stable over the past 15 years. It seems the
growth was more from the push by retailers rather than actual consumer acceptance.
A variety of papers have been published exploring various aspects of attitudes and
behaviors in regards to PL acceptance among Thai consumers, (e.g. Mandhachitara
et al. 2007), but not among providers of foods or beverages, such as the hotel,
restaurant or catering businesses (HoReCa). As there are huge numbers of street
vendors in Bangkok, this study set forth to explore whether they use private label
brands, and the reasons as to why or why not.
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Thailand has remained one of the fastest growing food retail markets in the world,
with total retail sales of US$ 88.2 billion in 2016 (USDA Gain Report 2017), with
$83.5 billion coming from store retailing. Street vendors are small entrepreneurs
operating their businesses along sidewalks or the roadside, and can be mobile or
static (Narathorn 2014). These vendors are a part of daily life for many people in
Thailand, especially in big cities, like Bangkok, which has a population of roughly
ten million people. The Department of City Planning estimates there are roughly
22,000 street vendors in Bangkok, with a market value of roughly $2.5 million
(Department of City Planning 2012), although the HoReCa market in Thailand has
been estimated to have a value of $32,040,000,000 (Thansettakij 2015). The vast
majority of street vendors are selling food or beverages (Walsh 2010). Street vendors
are included in the HoReCa sector, and need to frequently purchase goods to use as
ingredients for their products. Since these ingredients are typically not seen by the
end consumers, there is a high potential for street vendors to be drawn to use PL
brands and enjoy cost savings. PL brands have long faced problems with extrinsic
cue reliance (Richardson et al. 1994), and many Asians have been found to have high
uncertainty avoidance and avoid risk (Batra and Sinha 2000; Shannon and
Mandhachitara 2008), which reduces the chance that they would move away from
national brands and try private labels. Emerging markets, in general, seem slow to
adopt PL brands (Cuneo et al. 2015).

This study aims to investigate awareness and usage of private label brands among
street vendors in an emerging market to facilitate a better understanding of why they
use them or why they do not.

2 Research Methodology

Based on a report by the Department of City Planning, three districts within Bangkok
were selected as the focus of the research due to having the highest concentrations of
street vendors (BMA 2012). The authors opted to use depth interviews because of
the exploratory nature of the study, and also because many street vendors have low
education and income, thus may not be willing or able to participate in a survey. In
line with recommendations by Ghauri and Gronhaug (2010), the interviews were
often conducted using the dialect with which the street vendors spoke, primarily
from the northeast. Ten depth interviews were conducted among vendors of food and
beverages from each of the three selected districts, for a total of 30 interviews, which
were recorded for later analysis.

3 Research Findings

From the 30 respondents, 23 sold food and 7 sold beverages, and among them, only
7 claimed to use private label brands, 1 selling beverages and 6 selling food.
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All respondents were aware of the concept of private label brands, but the
majority reported shopping in fresh markets for their supplies, and private label is
typically not available in such venues.

Most of the street vendors buy their materials on a daily basis, paying cash, with
more than half buying on credit in the morning, then paying the money back at the
end of the day (with no interest charged). They work from small budgets and do not
want to stock raw materials. With low income and no fixed salary, they are usually
not qualified to apply for credit cards. Informal credit and also being able to call the
retailer and have their order prepared both highlight how traditional trade is still able
to survive in the midst of widespread modern trade food retail expansion. However,
convenience sometimes wins over price, as some vendors said they preferred buying
heavy items close by, and if they run out of inventory during the day, they may run to
a nearby convenience store and buy more.

Among those who reported using PL brands, they cited attractive promotions and
use of low risk products, which did not risk affecting the quality of their products,
such as tissue paper and toothpicks. When especially attractive promotions were
available, they said they would buy PL (cooking oil buy one get one free, for
example). Several of the vendors reported repackaging PL products so that they
appeared to be national brands. This was partially to hide the actual brand, but
sometimes was in response to consumer questioning their use of PL. In general, PL
brands were perceived to be of lower quality and thus not only risky, but also not
particularly a value for money, since more of the product might be required for
similar results (dish washing liquid). The price difference was also reportedly very
low, thus not particularly attractive versus the perceived risk. Close imitations of
packaging were found distasteful, with more appreciation given to the functional
side of packaging, such as being waterproof or not leaking or easily breaking. While
several street vendors claimed to use PL, they tended to be low involvement
products. In general, vendors were afraid of taking risks that might affect the taste
of their products, thus tend to stick with national brands.

4 Conclusions

This study has found that street vendors very often buy their ingredients on a daily
basis, many buying on credit in the morning and paying back the cash in the evening.
This has implications in terms of PL brands generally not being offered in traditional
trade formats. Can retailers find a way to get their PL brands into traditional trade
outlets? If retailers would consider providing credit or perhaps just offering to
deliver to street vendors or mom and pop shops, they might be able to increase
sales of PL through the enhanced value for money provided. Educating street
vendors about PL as being used as an ingredient brand might also help increase
sales, as long as they feel assured that the quality of their food or beverages will not
be negatively affected. Low involvement products are still deemed safer choices
among respondents, but if they have positive experiences, it would be expected their
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trust in PL would grow, as would acceptance and usage. With widespread adoption
of smartphones, future research could explore the extent to which consumers shop
online. Lower prices and convenience of delivery might be a way to attract street
vendors to shop online, which then also offers PL brand options and more savings.
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Private Label Consumers and National
Brand New Products: An Empirical
Investigation

Ian Clark Sinapuelas

Abstract Previous research finds that national brands take market shares from
private labels when they introduce new products. Which consumers they attract
with the new product introduction however remains unknown. Using data from the
carbonated beverage category and a cure model approach, this research empirically
investigates which consumer segments are regained. Our results suggest that new
national brands mostly regain brand users, though they are more likely to attract light
private label users. Our results have implications for national brand managers
designing launch and targeting strategies and for private label managers designing
defensive strategies.

Keywords New products · Purchase adoption · Private label share ·
Split population

1 Introduction

Private labels draw consumers away from national brands (Gielens 2012). To
maintain competitiveness, national brands innovate and introduce new products
(Kumar and Steenkamp 2007). From an aggregate perspective, Gielens (2012) find
that when certain national brands introduce certain types of products, they can affect
the private label market shares. At the consumer level perspective, Abril et al. (2015)
find that consumers are less likely to switch to private labels when national brands
introduce new products.

While the issue of prevention of switching has been addressed by Abril et al.
(2015), their study is limited to prevention and is unable to trace the recovery of
customers lost to private labels. While Gielens’ (2012) aggregate results may hint
that some recovery happens, as this explains the decrease in private label market
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shares upon a national brand’s introduction, their research however does not identify
which private label consumer purchases the new product. It is likely that the decrease
in private label shares may arise from previous national brand users switching to
private labels and eventually switching back to the national brand’s new product. It
is equally likely that the decrease in private label shares may arise from national
brand non-users. While both scenarios may be beneficial to the national brand, the
two scenarios require different launch and targeting strategies.

To address this issue, this research proposes a cure model to empirically deter-
mine who among existing private label users purchase a national brand’s new
product. In particular, this research proposes a typology of private label users
based on their private label shares and brand experience. Using this classification
system, this empirical research measures the likelihood of purchase for each con-
sumer type. Our results suggest that new products introduced by national brands
attract consumers who have brand experience though their likelihood varies
according to their private label purchases. Thus, national brands introducing new
products may be able to recover consumers “lost” to private label brands.

2 Background and Hypotheses

There is a general consensus among researchers that private label consumers are
more budget constrained, price conscious, value conscious, and more deal prone (see
Muruganantham and Priyadharshini 2017 for a review). Decades of research on the
private label consumer consistently find that the primary reason for their continued
patronage of private label brands is the value that these consumers find in private
labels (Sethuraman and Gielens 2014). However, when given a chance, as when the
price is right, consumers still prefer national brands over private labels (Kara et al.
2009). This suggests that the basket of goods purchased by these consumers over a
period of time, e.g. in a year, contains both private label and national brands. In fact,
Ailawadi and Harlam (2004) suggest a wide range of consumer private label shares,
i.e., the share of a customer’s purchases that are private labels. They find that light
users tend to have more items in their baskets than heavy users. They propose that
heavy private label users may have more financial constraints, buy and consume less,
and have smaller families. Given a light users’ more frequent purchase of national
brands, we suggest that the private label’s value proposition is less appealing to light
users compared to heavy users. As new products change a consumer’s perception of
value (Rindova and Petkova 2007), we propose that when presented with new
national brand products, light users are more likely to purchase. Thus, the decrease
in private label share that follows a national brand new product introduction can
come from the low share private label customers.

Alternatively, it is possible that the decrease in private label share following a
national brand introduction can be explained by the national brand regaining its
consumers “lost” to private labels. Previous research (Sinapuelas et al. 2015) find
that experience with the parent brand is a consistent predictor of new product
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adoption. With experience, the consumer is able to transfer his quality perceptions of
the parent brand to the new product. Such transfer reduces the uncertainty and
facilitates new product trial. Moreover, because brand experience influences brand
loyalty (Brakus et al. 2009), we suspect that brand experience also impacts the
consumer’s value perception. Thus, consumers with brand experience may find
greater value in the new product than those without.

Given competing explanations, we propose in Fig. 1 a typology of customers
using two variables: private label share (high/low) and brand experience (Yes/No).

We predict different product adoption patterns across the four segments:

Q1. From the perspective of the national brand introducing a new product, high
private label share consumers with brand experience offer strong possibilities.
Although they heavily purchase private label brands, they can draw on their
experience to evaluate a new product. Yet their behavior of relying heavily on
private labels indicate that they may not be attracted to the value offered by a
new product. We label this segment as “strong possibilities.”

Q2. From the perspective of the national brand introducing a new product, high
private label share consumers without brand experience are the most difficult to
convert to the new product. Like the “strong possibilities” segment, they are
less likely to be find value in the new product. More importantly, they have no
experience on which to draw in evaluating the new product. We label this
segment as “low conversion.”

Q3. Low private label share consumers who have brand experience are most likely
to try the new product. Unlike high private label share customers, they may find
the value of the private label less appealing. Additionally, their experience
allows them to easily find value in the new product. From the national brand’s
perspective, these consumers are a “low hanging fruit,” thus we label them
as such.

Q4. Low private label share consumers with no experience of the parent brand may
not be inclined to try the new product at all. Their low shares suggest that they
rarely find value in private labels, and their lack of experience with the national
brand suggest that they patronize the national brand’s rivals. National brands
introducing new products may find appealing to these individuals very difficult
as they already show weak preference for the said brand. From the national
brand’s perspective, these consumers belong to the “competitor’s turf.”

The previous discussion suggests that the “low hanging fruit” segment is most
likely and the “low conversion” segment are the least likely to purchase a new

Parent Brand Experience
Yes No

Private Label 
Share

High Q1: Strong Possibilities Q2: Low Conversion

Low Q3: Low Hanging Fruit Q4: Competitors Turf

Fig. 1 A typology of private label consumers
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product. Whether the other two segments are more or less likely to adopt than these
segment remains an empirical issue. We address this question in our empirical
analysis.

3 Data and Methodology

The data used in this study is a subset of the consumer panel data from the 2008 IRI
Marketing Dataset (Bronnenberg et al. 2008). The IRI data set provides information
for panelists in two BehaviorScan markets, and consumer panel data provide
demographic and purchase data from 2001 to 2005. The product category under
investigation is carbonated beverages. The carbonated beverage category has the
shortest purchase cycle among products with low perishability which make it
conducive to new product trial. In addition, the carbonated beverage category
generates the highest revenue and has the highest household penetration rate,
which make it of great interest to retail managers. We restrict our sample to panelists
who have purchased a private label 2 years prior to the introduction of the new
product. In order to obtain complete purchase histories, we limit our sample of
11 new products introduced between 2003 and 2005. Although a new product’s
window of acceptance is only 6 to 12 months (Gielens and Steenkamp 2007), we
track a panelist’s purchases until the product is withdrawn from the market or until
the end of our observation period.

3.1 Model and Variable Definitions

Since the research objective is to compare the purchase likelihoods of each customer
type in Fig. 1, we utilize survival modeling, where the variable of interest, product
adoption, is considered a “failure”. This approach is similar to (Abril et al. 2015) in
the sense that “failure” is indicated by product adoption. While most survival models
assume that everyone in the sample eventually fails, full market penetration is
unrealistic in this context as consumers do not purchase every new product intro-
duced in the market. Thus, there is a need to utilize split population or cure models
(Peng and Taylor 2014) which are a special class of survival models. Applied to our
context, cure models assume that a certain fraction of the population, π, will never
adopt a product. The phenomenon we are interested in, the proportion of consumers
who will adopt a product, is denoted by 1�π. If we let T be the time until product
adoption, the survival function equals P(T > t) ¼ πSu(t) + (1�π)Sc(t), where Su(t) is
the survival function for uncured individuals, and Sc(t) is the survival function for
cured individuals which equals to 1 (Peng and Taylor 2014).

We model π as follows: π ¼ β0 + β1Q1 + β2Q2 + β3Q3 + δInc, where Q1, Q2, Q3

are dummy variables equal to 1 if the consumer belongs to Fig. 1’s first, second, or
third quadrant, respectively, zero otherwise. Inci is a dummy variable equal to 1 if the
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individual has a household income less than $45,000, zero otherwise. Though not a
variable of interest, we include income because previous research consistently find
that private label users tend to have lower income (Sethuraman and Gielens 2014).
Additionally, low income individuals are less inclined to try new products (Bartels
and Reinders 2011).

One type of split population estimation technique (Lambert 2007) incorporates
baseline hazards in estimating the parameter π. Baseline hazards allow the possibility
of “failure” due to factors other than the ones under consideration. Baseline hazards
are calculated using the full sample (private label users and non-users) in the data.
We estimate the model for each of the 11 new products in the sample using
Lambert’s (2007) strsnmix STATA procedure.

We measure private label share as the household’s private label (unit) purchases
in the category as a percentage of its total (units) purchases from the category.
Following Ailawadi and Harlam (2004), we define a market share cut-off of 35%.
Thus, individuals are classified as high share if more than 35% of their unit purchases
in the 2 years immediately preceding the new product launch are private labels. We
classify consumers as having parent brand experience if they have purchased the
product at least once in the 2 years prior to launch.

3.2 Descriptive Statistics

Table 1 shows the descriptive statistics. Table 1 shows that 67% of our sample
belong to the “low hanging fruit” segment and they tend to have the highest adoption
rates. The smallest segment are “low conversion” individuals, and they tend to have
the lowest adoption rates. While “strong possibilities” individuals tend to be fewer,
they have the second highest adoption rate compared to “competitor’s turf” individ-
uals which comprise the second largest segment.

Table 1 Descriptive statistics

Segment
name

Private label
market
share

Parent
brand
experience

Average
proportion of
consumers (%)a

Average
adoption
rate (%)

Range of
adoption
rates (%)

Strong
possibilities

High Yes 5.17 12.94 3.54–30.19

Low
conversion

High No 4.68 2.52 0–5.21

Low hanging
fruit

Low Yes 67.24 18.01 7.10–35.74

Competitor’s
turf

Low No 22.92 4.67 0.46–12.18

aThe average is taken across the 11 new products under consideration
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4 Results

Table 2 shows estimation results for the 11 new products from the carbonated
beverage category. The intercept term is the estimated cure fraction of the high
income individual belonging to the “competitor’s turf” segment, our base case. The
estimated coefficients in columns 4, 6, and 8 show the differences in cure fractions
for individuals in other segments relative to “competitor’s turf”. In particular,
Table 2 shows the estimated cure fractions for “low hanging fruit” consumers are
consistently less. This is because the estimated coefficients are negative and statis-
tically significant for all 11 products in the sample. The average of these estimated
coefficients equals �0.153 which suggests that though they have the same private
label share individuals with brand experience are less likely to be “cured”, or
equivalently, more likely to try the new product.

“Low conversion” consumers, who like “competitor’s turf” have no parent brand
experience, but have higher private label shares, tend to have higher cure fractions
than the base case. Five out of nine products have positive and significant estimated
coefficients which suggest higher cure fractions or lower likelihoods of trial. Though
they have no brand experience like “competitor’s turf” individuals, their higher
private label shares suggest that these consumers may find better value in private
labels than national brands.

Table 2 Estimation results

New product

Estimated coefficients

Intercept Q1 Q2 Q3

Income
Competitor’s
turf

Strong
possibilities

Low
conversion

Low
hanging
fruit

7up plus 0.911*** �0.076* 0.059*** �0.085*** �0.005

Coke C2 0.986*** �0.022 �0.080*** 0.005

Diet Coke with
Lime

0.888*** �0.127*** �0.014 �0.231*** 0.083***

Mountain Dew
Pitch Black

0.993*** �0.049* �0.098*** �0.010

Mountain Dew
Live Wire

0.931*** �0.114*** 0.031*** �0.217*** 0.004

Pepsi Vanilla 0.975*** �0.139*** �0.020 �0.162*** �0.003

Diet Pepsi Vanilla 0.943*** �0.124*** 0.016 �0.162*** 0.032**

Pepsi Holiday
Spice

0.989*** �0.023 �0.011 �0.075*** 0.000

Sierra Mist Free 0.774*** �0.228*** 0.072*** �0.300*** 0.120***

Sprite Remix 0.957*** �0.060** 0.031** �0.102*** �0.001

Sprite Tropical
Remix

0.870*** �0.085*** 0.064*** �0.169*** 0.046***

Mean 0.929 �0.095 0.025 �0.153 0.025

*p < 0.10, **p < 0.05, ***p < 0.01
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“Strong possibilities” consumers tend to have lower cure fractions than “compet-
itor’s turf” individuals, which suggest that they are more likely to try the new
product. Nine of the eleven estimated coefficients are negative and statistically
significant. Their higher likelihoods persist despite their high level of private label
shares.

Given the estimated coefficients, we find a certain ordering in terms of the private
label consumer’s tendency to try new national brands. Those most prone to try a new
product are “low hanging fruit”, followed by “strong possibilities”, “competitor’s
turf”, and finally “low conversion”. This ordering suggests that brand experience is a
significant factor in predicting new product trial. Private label experience on the
other hand appear to be secondary since its effects are greater among those with
brand experience compared to those without.

We conduct a robustness check to determine if the results are sensitive to the
private label market share cutoff and the operationalization of the brand experience
variable. For private label market share, we use the sample average private label
market share as the cutoff instead of 35%. For brand experience, we use three
purchase occasions (trial, first repeat, and second repeat) instead of a single pur-
chase. We assume individuals who purchase the parent brand beyond second repeat
have amassed positive experiences. The results are similar, we find that the most
prone to try a new national brand product is the “low hanging fruit” individual, and
the least prone to try is the “low conversion” individual. “Strong possibilities” and
“competitor’s turf” individuals have the same tendency to try the new national brand
product.

5 Discussion

The objective of this research is to demonstrate empirically which private label
consumer is prone to switch to new products introduced by national brands. National
brands introduce new products as a non-price related strategy to counter the emer-
gence of private label products. Extant research find that indeed new national brand
products tend to draw from private label shares, but fail to identify these customers.
Since private label customers tend to patronize national brands when given a
financial incentive, they get to occasionally experience them. From the national
brand’s perspective, it is interesting to determine if their new products recover their
consumers who occasionally purchase private labels, or the heavy private label user.

By classifying private label users according to their private label purchases and
experience with the national brand, and using cure analysis techniques, we are able
to determine which of the four types of customers are more prone to try national
brand new products. Though limited in its breadth, our study of 11 new products
from the carbonated beverages category suggest that previous users of the parent
brand are more susceptible to try the new product, though those that have low private
label shares are more likely to do so than those with high private label shares. Low
private label share users may not find value in private labels as much as high users
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and may be more susceptible to new products. This effect however appears to be
weak among consumers with no parent brand experience.

National brand managers should take comfort in the fact that their consumers who
purchase private labels can be “recovered.” However, they must continue to intro-
duce new products for this to happen. Whether they want to recover these consumers
will depend on the costs of new product introduction and the value of these
customers. If desired, they can design programs to target the low private label
share segment first and the high private label share after. Oppositely, private label
managers should heed this as a warning that while these consumers may purchase
private labels, they can easily switch back to national brands. They can design
preemptive or defensive strategies to reduce the chances that their private label
customers try the new national brand product.

5.1 Limitations and Further Research

This study does not account for the price gap between the new product and existing
private label brands which previous literature finds as a significant factor in the
decision to switch to private labels. The new national brand product may offer a low
enough price that private label consumers find value in them. This issue however is
outside the scope of the current research, and can be investigated in future work.
Regardless, the price gap between private label and the new product should be the
same for all individuals, thus we do not expect significant variation within the
sample investigated. It is expected to vary between new products. With additional
products from more product categories, these effects can be tested.

Another limitation is the absence of product specific factors. For example, some
products are more innovative, which may attract more, or less, attention from the
private label consumer. Gielens (2012) and Geyskens et al. (2010) find different
types of new products have different impact in private label market shares which
imply variation in cure fractions due to product specific factors. In fact, our limited
sample shows that even for the same parent brand (Pepsi), Pepsi Holiday Spice’s
cure fraction is higher than Pepsi Vanilla’s cure fraction. One potential explanation is
that Pepsi Holiday Spice is rated innovative while Pepsi Vanilla is not. Further
research can explore this issue with more products and categories.
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Does PDO/PGI Labels Contribute
to Consumers’ Intention to Buy Premium
Private Labels Products? An Empirical
Survey

Elisa Martinelli and Francesca De Canio

Abstract The paper focuses on a specific PremiumPrivate Label (PPL), featured by a
double branding: the retailer premium brand and the Protected Designation of Origin
(PDO)/ProtectedGeographic Indication (PGI) label. Specifically, the study investigates
if the use of an EU quality label might contribute in enhancing the intention to buy the
PPL (PPLINTB), through the mediating role of PPL perceived quality (PPLQ) and
attitude towards PPL products (PPLATT). The paper contributes to the literature on
store brands and quality labels giving empirical evidence to the positive impact of EU
quality labels on the PPL. The role of PDO/PGI labels is evaluated through three
constructs: the brand guarantee they offer (PDO/PGILG), their role as products
supporting the local economy (ES), their perception as authentic local products (AUT).

A survey was performed on a sample of retail customers. Our hypotheses were
confirmed applying SEM, apart from the impact of AUT. PPLQ resulted as the main
antecedent of PPLATT, followed by the PDO/PGI label guarantee (PDO/PGILG).
PPLQ, ES and PPLATT mediate the indirect effects of the PDO/PGI labels on the
PPLINT.

Keywords Premium Private Labels (PPLs) · PDO/PGI quality labels · Attitude
towards the PPL · Intention to buy · Grocery retailing

1 Introduction

The private label’s (PL) role has greatly evolved over time: PLs have increased their
perceived quality (Steenkamp et al. 2010); they have expanded to non-food categories
(e.g. clothes, appliances, etc.) and services (travel booking, financial services, etc.)
(Martinelli et al. 2015); they can now be divided into three main tiers: economy,
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standard and premium PLs (Lamey et al. 2012; Geyskens et al. 2010). In sum, PLs have
substantially modified their nature over time, passing from a price convenience option
aimed at supporting retailer profitability to a real brand option, aimed at satisfying
shoppers’ needs and wants, in innovative ways. The Premium Private Label (PPL) tier
gained particular attention as it is considered as the fastest-growing (IRI 2016) andmost
profitable tier (Ter Braak et al. 2014). PPLs are defined as “consumer products,
produced by or on behalf of retailers with high quality and priced close to national
brands, that contribute to differentiating the retailer from its competitors” (Huang and
Huddleston 2009, p. 978). Examples are Tesco’s “Finest” in UK, Loblaw’s “President’s
Choice” in Canada, and Conad’s “Sapori &Dintorni” in Italy. Asmany PPLs consist in
local products labelled with a Protected Designation of Origin (PDO) or a Protected
Geographic Indication (PGI) brand too as vehicle to increase the perceived value of the
PPL, this study investigates if the use of an EU quality label might contribute to
enhancing consumers’ intention to buy the PPL (PPLINTB), through the mediating
role of the perceived quality level of the PPL (PPLQ) and of attitude towards PPL
products (PPLATT). The paper contributes to the literature on store brands and quality
labels giving empirical evidence to the positive impact of EU quality labels on the PPL
consumers’ perceptions, attitudes and INTB. Specifically, previous research did not test
the indirect effects of EU quality labels on product attitude and intention to buy through
the role of perceived product quality. As far as the authors are concerned, this could be a
novel result. Moreover, managerial implications might be interesting too. In fact,
according to IGD (2017), PPL will be the most important of the top trends to shape
the global retail market in 2018; the second one will be offering local products.
Consequently, investigating if the match of both brands, the retailer brand and the
PDO/PGI label, stimulates its perceived product quality, a positive consumer attitude
and intention to buy the PPL, would extend the scientific and managerial knowledge.

The paper is structured as follows: first, the conceptual model and the hypotheses
proposed by our study are presented. The methodology used follows, pointing out
the validity of the measurements applied. Then, results are depicted, ending with
some managerial implications for retailers and EU quality labels producers.

2 Conceptual Model and Hypotheses

We propose a model in which the dimensions of the EU quality label are impacting
the perceived quality of the PPL (PPLQ), considering it as a mediating variable with
respect to the other widely accepted mediating relationships that the literature
unanimously recognizes regarding the attitude towards PPL products and then the
intention to buy the PPL. We want also to examine whether the PDO/PGI label
yields an effect on PPLINTB through the mediating role of PPLATT.

Our hypotheses are as follows.
PPL tiers are at the top end of the market and deliver quality comparable to

premium-quality NBs, with similar (and sometimes even higher) perceived quality
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(Huang and Huddleston 2009). As PPLQ was found as being an antecedent of
PPLATT (Chaniotakis et al. 2010), we postulate the following hypothesis:

H1 PPL perceived quality (PPLQ) has a significant positive impact on PLLATT.

The EU introduced PDO/PGI labels to legally protect the origin of local and
traditional products and foods of the members countries, supporting its quality
policy regarding agriculture. The result is an enhanced perceived product value,
rending PDO/PGI products more easily accepted by consumers (Fotopoulos and
Krystallis 2003). Thus, the PDO/PGI label guarantee might increase PPLATT.

H2 PDO/PGILG has a significant and positive impact on PPLATT.

In our study, the role of PDO/PGI labels is evaluated through three constructs
(Van Ittersum et al. 2000): the brand guarantee that they offer (PDO/PGILG), their
role as products supporting the local economy (ES), their perception as authentic local
products (AUT). As a matter of fact, the prevailing literature ascertained that con-
sumers associate the EU quality labels with quality (Grunert and Aachmann 2016).
Moreover, the EU created the EU quality labels to support local farmers and led them
to get higher margins from their quality production (Van Ittersum et al. 2000). With
respect to regional products, guaranteeing the region of origin of the product by
means of the PDO/PGI regulation will increase the consumers’ confidence that s/he
purchased the “real thing” and not some cheap imitation (Van Ittersum et al. 2000).
These factors might contribute to a better quality perception towards the PPL that
employs also the PDO/PGI label. In sum, we might postulate the following HPs:

H3 PDO/PGILG has a significant and positive impact on PPLQ.

H4 ES has a significant and positive impact on PPLQ.

H5 AUT has a significant and positive impact on PPLQ.

There is a common and general consensus in considering that attitude toward a
product relates positively to its purchase behavior (Ajzen and Fishbein 1980). This
has been found true also when PLs are considered (Garretson et al. 2002).

H6 PPLATT positively impacts on PPLINTB.

3 Methodology

To empirically test the postulated hypotheses, we conducted a survey administering
a structured questionnaire to a convenience sample of shoppers of an Italian-based
retailer chosen because of its great involvement in offering PPLs labelled with an EU
quality labels too.

258 completed questionnaire were collected, during a period of 10 days in November
2017.As not all respondents claimed to be consistent users of the PPL, 210 knowledgeable
respondents were selected from the initial sample. Within the sample, women were
overrepresented (172; 81.9%) in line with the Italian shopping habits. In terms of
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participants’ age: 7.6% interviewees were younger than 25 years of age, while 17.1% of
them were older than 65. Others age clusters are as follows: 13.8% (25–35 years); 34.3%
(36–50years); 27.1% (51–65years). The family composition is heterogeneous: 8.6%were
singles. 18.1% live in a family of five or more members; 19.0% live in a family of three
components. 26.7% live in couple and 27.6% in family composed by four components.

The items used in the model (Table 1), previously pre-tested and validated on a
limited sample of grocery shoppers, were evaluated using a 7-point Likert scale,

Table 1 Constructs and measures factor loadings

Original scale Constructs Items F.L.
T-
value

Adapted from
Grewal et al.
(1998)

Intention to buy
PPL (PPLINTB)

I will continue to buy the
PPL “X” products

PPLINT1 0.98 n.d.

I will buy again the PPL “X”
next time I go grocery
shopping

PPLINT2 0.87 28.65

I am willing to buy again the
PPL “X products”

PPLINT3 0.99 51.52

Adapted from
Aaker and
Keller (1990)

Attitude towards
PPL (PPLATT)

The buying of PPL “X” product is. . ..

Negative/positive PPLATT1 0.90 n.d.

Useless/useful PPLATT2 0.90 10.97

Bad/good PPLATT3 0.83 9.82

DelVecchio
(2001)

PPL Quality
(PPLQ)

I think PPL “X” products
have a superior quality

PPLQ1 0.93 n.d.

I think that PPL “X” prod-
ucts are excellent

PPLQ2 0.87 16.71

Van Ittersum
et al. (2000)

PDO/PGI label
Guarantee
(PDO/PGILG)

Buying a PPL product with a
PDO/PGI label is more
trustworthy

PDO1 0.77 n.d.

I prefer to buy a PPL product
with a PDO/PGI brand

PDO2 0.96 9.43

I feel more guaranteed when
the PPL has a PDO/PGI
label too

PDO3 0.99 9.61

Economic
Support (ES)

The PDO/PGI protection. . .

Leads to more employment
in the region of origin

ES1 0.79 n.d.

Leads to higher farmer
incomes

ES2 0.95 9.98

Guarantees the product is
produced in a traditional
way

ES3 0.84 8.76

Product
Authenticity (AUT)

The PDO/PGI protection
protects the authenticity of
the product

AUT1 0.58 n.d.

The PDO/PGI protection
preserves the exclusivity of
the product

AUT2 0.85 4.25
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(1 ¼ strongly disagree and 7 ¼ strongly agree), apart from PPLATT in which we
used a semantic differential scale (1–7 points).

3.1 Measure Validity

To assess the validity of the hypotheses a two-step approach to analyze the data was
used, as recommended by Anderson and Gerbing (1988): first a confirmatory factor
analysis (CFA—to test the unidimensionality and convergent validity of the con-
structs) and then a structural equation model with Maximum Likelihood method
(SEM) were performed. The software Lisrel 8.80 was employed.

The psychometric analysis of the scales investigated assesses their convergence
and discriminant validity. Table 1 reports the results of the factor analysis confirming
that all items are significantly (t-values > 4) and substantially (factor load-
ing > 0.576) loaded onto the expected latent constructs. Thus, the convergent
validity of the measures was confirmed (Hu and Bentler 1999). Accordingly, all
the 16 items exhibited a high item-total correlation, indicating their capability to
measure the investigated constructs.

Average Variance Extracted (AVE) and Composite Reliability (CR) assess the
convergent validity (Table 2) showing good levels of AVE and CR as very close to
their conventional cut-off AVE > 0.5 (Fornell and Larcker 1981) and CR > 0.7
(Steenkamp and van Trijp 1991). Following the criterion for discriminant validity
proposed by Fornell and Larcker (1981), we tested that the square root of AVE by
the underlying construct is larger than the correlation of this construct and the others.
In this way, we tested that each construct shared more variance with its own
measures than it shared with other constructs. As shown in Table 2 this condition
was verified for all the six investigated constructs, showing a good internal validity
of the measurement model.

Indicators of the model fit show a good overall fit. Although the significant
Satorra and Bentler chi-square χ2(SB)(95) ¼ 164.836, p < 0.01 indicates that the

Table 2 Convergent and discriminant validity and correlation matrix

Constructs AVE CR

Intention to
buy PPL

PPLINT 0.859 0.966 0.927

Attitude
towards PPL

PPLATT 0.770 0.909 0.674 0.878

PPL Quality PPLQ 0.816 0.899 0.509 0.755 0.903
PDO/PGILG PDO/PGILG 0.831 0.936 0.240 0.356 0.338 0.912
Product
Authenticity

AUT 0.535 0.689 0.077 0.114 0.130 0.180 0.732

Economic
Support

ES 0.751 0.900 0.146 0.217 0.256 0.290 0.524 0.866
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hypothesized model does not mirror the pattern of covariance contained within the
raw data, both χ2/df indicator (1.735) and the not-significant Close-Fit RMSEA
(p-value ¼ 0.153) confirm the goodness of the model fit. The model has no
substantial problems with residuals as shown by the Standardized Root Mean Square
Residual (SRMR ¼ 0.0773) and the incremental fit measurements are greater than
0.95 (NFI ¼ 0.961; CFI ¼ 0.983).

3.2 Results

The proposed structural model (Fig. 1) presents a substantial predictive ability for
Attitude Towards PPL products (R2

(PPLATT) ¼ 0.582) and an interesting predictive
ability for the Intention to Buy PPL products (R2

(PPLINT) ¼ 0.454). Moreover, an
acceptable predictive ability is found for the PPL Quality (R2

(PPLQ) ¼ 0.142).
PPL perceived quality is the main driver of PPLATT. In fact, the more consumers

perceive PPL products as of high quality, the more they develop a positive attitude
towards them, confirming our first hypothesis (H1: β ¼ 0.717, p < 0.01). The
PDO/PGI label that accompanies the PPL brand (PDO/PGILG) acts positively on
increasing both PPLQ and consumers’ PPLATT, supporting our hypotheses (H3:
β ¼ 0.288, p < 0.01; H2: β ¼ 0.114, p < 0.05). Furthermore, the interest of
consumers towards a production system economically fair for producers and linked
to local methods of production (ES) positively influences PPLQ: so, our fourth
hypothesis is accepted (H4: β ¼ 0.181, p < 0.05). Conversely, we reject the fifth
hypothesis analyzing how the opportunity to buy a genuine and unique product
(AUT) impacts on the PPLQ. Results showed that AUT has no significant effect on
PPLQ (H5: β ¼ �0.016, not significant). Last but not least, in accordance with the
consumer behaviour literature, the greater the attitude towards the PPL, the greater
the intention to buy PPL products: in fact, H6 (β ¼ 0.674, p < 0.01) is confirmed.

PDO/
PGILG

Economic
Support

Product
Authenticity

PPL
Quality

R2=0.142

Attitude
towards PPL

R2=0.582

Intention to
buy PPL

R2=0.454

0.181**

0.717*** 0.674***

0.
28

8*
**

0.114***

–0.016n.s.

Fig. 1 Research model. **All factor loadings are significant at the p < 0.05 level. ***All factor
loadings are significant at the p < 0.01 level
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Mediation Analysis
The Sobel-test was performed to verify indirect effects proposed in the theoretical
model as it is considered the most parsimonious mediation test. Specifically, we
tested the indirect effects of PDO/PGILG, ES and PA on the PPLATT by the
mediating effect of PPLQ. Results show that both PDO/PGILG (β ¼ 0.179,
p< 0.000) and ES (β¼ 0.100, p< 0.063) express an indirect effect on the PPLATT,
while due to its not significant effect on the mediating construct, authenticity has no
indirect effect (β ¼ �0.022, p < 1.114) on the PPLATT. Moreover, PPLQ
(β ¼ 0.831, p < 0.000) and PDO/PGILG (β ¼ 0.109, p < 0.064) show also an
indirect effect on the PPLINT channeled by the PPLATT.

4 Conclusions

Our findings contribute to the literature on PLs proving that not only the high
perceived quality of PPLs stimulates a positive attitude and intention to buy this
offering, but also that the PDO/PGI labels influence shoppers. To this regards, we
have to notice that it is the EU quality guarantee that strongly reinforces the PPL
improving the perceived quality of products and consumers’ attitude towards EU
quality label products. Moreover, PPL shoppers buy these products in order to
support farmers and typical local production, as the products origin and their
production rules are considered a high guarantee about their overall quality. Con-
versely, the perceived authenticity of the local food products does not exert any
effect on the PPLINTB. Our results might help retailers in correctly position their
PPLs on the market. The importance given to the PPL quality demonstrates that this
PL is firstly evaluated for its intrinsic characteristic. Consequently, retailers should
stress their quality control efforts to enhance PPLs quality and communicate them in
most effective manners. Moreover, as shoppers consider PDO/PGI labels as an
antecedent of PPLQ and they feel more guaranteed when these labels accompanies
the PPL, retailers might base their PPL communication strategies on enhancing the
role of the PDO/PGI label, at the moment almost unused. Even PDO/PGI producers
and consortiums can benefit from our findings: they might increase their negotiating
power towards retailers and pursue the use of co-marketing tools to jointly activate
with grocery retailers. Consequently, the PDO/PGI protection label may lead to
higher farmer incomes, more employment in the area of origin and signal traditional
agricultural methods used to produce these products, confirming Van Ittersum et al.
(2000) assumptions.

This study presents some limitations. First, the survey relates to a generic concept
of PPL, although the impact of the PL might also depend on the product category.
Then, we do not check the effect of any moderator (i.e. PL familiarity, customer
involvement), even if the PL literature proved their effect. Lastly, the survey was
performed in a sole country, while a comparison with other EU retail contexts should
strengthen current results.
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Trajectories to Making Botswana
a Destination of Choice: An Evaluation
of the Current Awareness and Perception
Levels

Tshepo Maswabi, Ntonghanwah Forcheh, and Resego Taolo

Abstract This paper presents findings of a study that evaluated the effectiveness of
the Brand Botswana coordinating office in creating brand awareness as well as
altering perceptions of the target audiences. The purpose of Brand Botswana is to
position Botswana to international audiences as an attractive place to visit, work and
invest (www.bitc.com). This is achieved through various marketing programs
highlighting the country’s assets, including its people, culture, tourist attractions,
business potential, exports and its reputation of good governance. The office also
attempts to get local audiences to rally behind the brand and raise national pride
levels so as to attract appreciation of the country by international communities.
Assessment of brand building activities is helpful in understanding a brand’s
strengths and weaknesses with a view to focusing future efforts, hence this study.
The paper articulates findings of the current perceptions and awareness levels of a
public survey conducted in 51 administrative districts of Botswana, across 139 local-
ities covering 1258 individuals. A general conclusion of the study was that 75%
respondents were aware of the brand. Perception scores stood at 64% suggesting that
the respondents seem not to be clear on the purpose of the brand hence not deriving
meaning from it.

Keywords Botswana · Brand Botswana · Brand · Nation brand · Nation branding

T. Maswabi (*)
Department of Marketing, University of Botswana, Gaborone, Botswana
e-mail: tshepo.maswabi@mopipi.ub.bw

N. Forcheh
Department of Statistics, University of Botswana, Gaborone, Botswana

R. Taolo
Outsourced Management Solutions, Gaborone, Botswana

© Springer International Publishing AG, part of Springer Nature 2018
F. J. Martínez-López et al. (eds.), Advances in National Brand and Private Label
Marketing, Springer Proceedings in Business and Economics,
https://doi.org/10.1007/978-3-319-92084-9_7

47

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-319-92084-9_7&domain=pdf
http://www.bitc.com
mailto:tshepo.maswabi@mopipi.ub.bw


1 Introduction

Although arguments are advanced that nations have always existed as brands (Fan
2006), nation branding remains a necessary tool for identity and differentiation as
nations compete for tourists and investors. Due to globalization, a conscious brand-
ing strategy, strong brand identity and positive brand image are key tools for
ensuring competitive advantage among nations (Anholt 2002; Jaffe and Nebenzahl
2006). In 2010, Botswana made a conscious decision to embark on nation branding
to communicate its unique offering to the world. Like any other nation that embraced
the nation branding exercise, the country established a brand coordinating office,
Brand Botswana, to coordinate nation branding efforts.

Brand Botswana is a unit under Botswana International Trade and Investment
Centre (BITC), an investment and promotional arm of the government of Botswana.
BITC is currently the custodian of the national brand and takes responsibility and
accountability over the development, implementation and monitoring of the nation
brand strategies and plans. The overarching goal of the nation brand is to galvanize
Batswana around a single identity, to stimulate stronger communities, culture and
heritage and instil a greater sense of pride and community engagement. The nation
brand also seeks to position Botswana among international audiences as an attractive
place to visit, work and invest.

Since inception, Brand Botswana has been engaged in several initiatives aimed at
creating awareness around the nation brand. Some of these included a public
education campaign that covered 104 villages; a rural branding campaign which
entailed branding local shopping outlets with the Brand Botswana logo; the pride
campaign targeting the public through specific Botswana TV and Radio programs,
newspapers, magazines and billboards; co-branding with Debswana (the country’s
leading diamond producer by value) for outdoor advertising as well as co-branding
with Botswana’s national airline-Air Botswana.

2 Problem Statement

Botswana has made positive steps towards nation branding through the establish-
ment of a brand coordinating office. However, more than 5 years since its launch, the
popularity and level of effectiveness of the brand remains unknown. However,
Brand Botswana has not evaluated how it is doing in terms of realizing the above
objectives. Not only are brand managers pressured to account for investment made
on marketing activities but measuring effectiveness of marketing cum branding
efforts is necessary to track the impact on targeted markets and refocus future
marketing strategies if need be. Botswana’s ultimate goal is to attract foreign
audiences but it is equally important to engage the local community. The extent to
which these rally behind the brand and raise national pride levels impacts on the
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international communities’ appreciation of the country. Evaluation of the local
community’s awareness levels, comprehension of the intent of the brand including
responses to the brand, satisfaction with as well as support for the brand is paramount
for the brand office to plan for future marketing activities, hence the purpose of the
study.

3 Objectives of Study

The study therefore sought to ascertain the following:

1. To gauge the level of awareness about Brand Botswana and the effectiveness of
initiatives and programs undertaken to date to create the awareness on the
country.

2. Establish the prevailing perceptions about Brand Botswana as an entity and about
Botswana as a country.

4 Significance of Study

The results of this study will benefit the brand office as well as the government in that
once the levels of awareness are known more targeted and focused programs will be
developed to create more awareness, develop meaning for the brand and ultimately
build a brand that resonates with the targeted audiences. Secondly, government may
develop appropriate policies including prescribing new brand promotion initiatives.
Furthermore, the significance is derived from the originality of the study and its
contribution to knowledge on nation branding.

5 Literature Review

Scholars such as Fan (2006) have argued that nations have always branded them-
selves even without nation branding. Thus the definition of nation branding is still
evolving and there appears to be no universally accepted definition and framework
of nation branding. Various authors (Quelch and Jocz 2004; Fan 2006) describe the
concept as concerned with a nation’s whole image on an international stage. Some
authors (Kaneva 2011; Keller 2008) conceptualised it as country branding, destina-
tion branding; country equity; public diplomacy. To Kotler, it is simply another term
for country of origin effect or place marketing. Yet to others the concept of nation
branding refers to a country’s intangible assets without any explicit links with a
product (Kleppe et al. 2002). According to Jaffe and Nebenzhal (2006) in nation
branding the aim is to create a clear, simple, differentiating idea built around
emotional qualities which can be symbolised both verbally and visually and
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understood by diverse audiences in a variety of situations. It therefore can be
deduced from the various definitions that a nation brand is a unique
multidimensional blend of elements that provide the nation with culturally grounded
differentiation and relevance for all of its target population.

According to Anholt (1998) nation branding refers to a consistent and
all-embracing national brand strategy which determines the most realistic, compet-
itive and compelling strategic vision for the country, and ensures that this vision is
supported, reinforced, and enriched by every act of communication between the
country and the rest of the world. The main goal of nation branding is to promote the
economic interest of a nation, targeting both domestic and foreign audiences with
images, products and places, yet being mindful that the success of the brand is
dependent on the consent and buy in of the domestic audience. Hence a country
brand occurs when a substantial proportion of the population gets behind the strategy
and lives it out in their everyday dealings with the outside world. For this local
population to rally behind the brand, a relationship has to be cultivated which spurns
from awareness. Keller (2008) identifies brand awareness as the corner stone of
building strong brand. He defines awareness as the ability to easily recognize and
recall a brand when given a brand element as a cue or when presented with a
purchase occasion or situation. Just like companies, in order to remain relevant
nations can either be innovative or offer products and services that are of quality to
the rest of the world or can through marketing communications alter people’s
perceptions of their nation (Shrimp and Andrews 2013). Perception can be described
as an act of recognising, organising and interpreting information hence through
marketing communications; marketers can create awareness and alter customer
perceptions. Nations employ various brand elements such as name, logos, taglines,
jingles websites, as well as communication or promotional tools such public rela-
tions, direct marketing, personal selling, advertising, to promote themselves as
brands (Keller 2008). Through branding, nations create identities and clearly define
their positioning (Keller 2008). Not only do they have to come up with different
brand identities but they also need to put in place supporting marketing programs to
communicate such brand identities and position themselves relative to rivals in the
target consumers’ minds (Aaker 1991). Anholt avows that a country has got to
market itself to be known.

6 Conceptual Framework

Acceptance and adoption of the country brand by its residents is a necessary
condition for a country brand to succeed (Florek 2005; Fan 2006; Ruzzier et al.
2010). Their collective actions send signals about the country and contribute towards
the formation of a country’s image in the eyes of foreigners. Therefore, residents
have to be converted from unaware sceptics to aware believers. Active participation
and engagement are then necessary for them to live the brand promise.

50 T. Maswabi et al.



Keller introduces an interesting concept albeit used for product branding, of
customer based brand equity which is the differential effect that brand knowledge
has on consumer responses to the marketing of that product. He asserts that ulti-
mately a brand is what lies in the hearts and minds of consumers (Keller 2008). This
is to say, brands are made by customers. Their perceptions hold true of brands and
hence need to be influenced by brand managers. In an attempt to assist companies
build unique and strong brands, Keller proposed a brand resonance model or brand
equity pyramid that helps position brands and build brand equity. This model is a
great brand positioning and equity building tool that assists brand managers to set
relevant branding objectives, employ the best branding strategies as well as monitor
their brand building efforts as they strive to build a brand loyal customer base.

Through this model Keller proposes four logical brand building steps necessary
for any entity seeking to build a strong brand. Firstly an entity needs to create
identity by clearly articulating the product class and needs to be satisfied by the
product. Once customers have a clear understanding of what the product is all about
and what needs it meets, then the entity must assist them derive meaning by linking
the brand to tangible and intangible associations. Once customers derive a meaning
(functional and emotional), then the entity must channel customers towards eliciting
the right response through feelings and judgements. These positive responses will
eventually lead to intense, active and loyal relationships with the brand. Keller’s
model provides the basis of our theoretical model (Fig. 1).

7 Methodology

The study adopted a mixed methods approach that combined qualitative and quan-
titative research methodologies. For the qualitative research, key informant inter-
views and focus group discussions were conducted with the Brand Botswana team,
key stakeholders who included among others government, parastatals, private sector
associations and the media. The main purpose of gathering qualitative information

Support  for Brand 
Botswana

Satisfaction and value 
placed on the brand 

Comprehension of brand purpose

Awareness (heard of the brand,ability to identify 
brand elements)     

Fig. 1 Proposed model
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was to appreciate what key informants know and think of the brand, its objectives
and effectiveness as well as factors that might be hindering its performance. The
information gathered from key informants was also to be used to enhance the
quantitative survey instrument. The quantitative survey targeted the general public
as well as business community. This paper however, limits discussions to findings of
the general public. As of the targeted date of the survey in 2015, both public
education and rural branding had been conducted in 139 localities located in
15 administrative districts. First stage sampling was stratified according to districts.
Probability proportional to size was used to determine the number of localities per
district with at least one locality per district. In total, 40 villages and towns
representing 29% of the targeted locations were sampled. An additional 11 villages
and towns which had not participated in the public education or rural branding
campaigns were also included in the sample. For the second stage, probability
proportional to size was again used to determine number of respondents to be
interviewed per selected locality with minimum sample size set at ten respondents.
The measure of size was the population of the locality based on the updated 2014
sampling frame from Statistics Botswana. A total of 1258 adults were interviewed
from the 51 localities. Interviews were held in high traffic areas such as malls where
respondents were intercepted and interviewed. The fifth person was selected for
possible interviewing.

The quantitative survey instrument included questions used to gather data on the
profiles of respondents, sources of information about the brand, knowledge, aware-
ness and support of the Brand. The specific items were informed from in-depth
literature review as well as key informant interviews and focus group discussions.
Awareness was measured by asking each respondent if they have ever heard of
Brand Botswana. For those who had heard about it, a follow up question asked them
to state about how long ago they had first heard of it. A second measure was obtained
by aggregating responses given after asking respondents to state their knowledge of
brand elements. Respondents were asked to indicate their knowledge level on each
of the seven elements (name, Logo, colours, slogan, packaging, Url, Jingle) that
make up the Brand Botswana as well as any other thing that they specifically know
about the brand. Respondents who said they could recognise or know at least five
brand elements were categorised as being “highly aware” of brand elements.
Respondents who could not recognise any of the brand elements were categorised
as having no knowledge, and the rest were categorised as being aware of the brand.
The perception score was obtained by summing the number of correct responses to a
list of ten questions relating to purpose of the brand. Respondents’ feelings about the
brand were gauged by asking how satisfied/dissatisfied they were with the Brand
Botswana in general and whether they believe Brand Botswana was achieving its
desired goals. A total of eight items relating to support of the Brand were used to
gauge the level of support for the Brand. Respondents who strongly agreed to five or
more of the items were classified as having a high level of support, while those that
strongly disagreed to three or more items were classified as having a low level of
support.
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In order to estimate the effectiveness of initiatives, the study locations were
classified according to type of brand promotion initiatives (public education cam-
paign and/or business branding campaign) that had been conducted in the area. This
led to four categories, namely (1) both campaigns conducted, (2) public education
only, (3) business branding only and (4) neither campaign conducted. Chi-squared
test of association were used to determine as to whether the level of awareness about
Brand Botswana depended on type of initiative conducted in the area. Further,
chi-squared tests were also used to determine the effect of initiatives on other
brand building components, namely level of support for the brand, satisfaction
with the brand in general, belief that the brand is achieving its aim and knowledge
of the purpose of the brand. Analysis was also conducted to determine as to whether
there was any significant association between the brand building blocks and sex of
respondent, type of locality (urban/rural), main language and citizenship.

8 Findings

Table 1 presents a summary of test of association between brand building and
potential predictive factors. A strong association (p < 0.001) was found between
type of campaign in a locality and whether people in the locality heard of brand or
not. However, the lowest level of awareness was in villages where business branding
was done. Almost half (46.4%) of residents in localities where only business
branding was done have never heard of the brand. The national proportion of
those who have never heard of the brand was 27.6%. Type of campaign appear to
have had an impact on three of the five brand building—namely respondents’
satisfaction with brand in general (p ¼ 0.005), belief that brand is achieving its
goals (p < 0.001) and brand awareness elements (p < 0.001). Detailed analysis
reveals that the lowest percentage of those satisfied (29.3%) was in villages which
had only Business campaigns. About half the respondents from these villages also
did not feel knowledgeable enough to respond. The situation was much better in
villages that had public education campaigns with almost half (48.4%) being
satisfied with the brand. High percentages of respondents in each type of location
did not know whether or not the brand was achieving its intended purpose. However,
among those that know, the majority felt that the brand was achieving its purpose. In
areas where public education campaign was conducted about a third of respondents
were highly aware of brand elements compared to just 18.6% among people in
villages where only business campaign was conducted and 21.4% where no cam-
paign was conducted. Further, the percentage who had no knowledge of brand
elements was also much higher (42.1%) in villages where only business branding
was conducted, compare to 22.8% where public education took place.

Males and females differed with respect to level of support (p ¼ 0.015), satisfac-
tion with the brand (p ¼ 0.005) and belief in brand achieving its goals (p < 0.001).
There were no differences between males and females with respect to level of
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support and knowing the purpose of the brand. A significant association was found
with respect to language that respondents were most comfortable with and satisfac-
tion with brand in general (p< 0.001), belief in brand achieving its goals (p< 0.001)
and awareness of brand elements (p < 0.001). As shown in Table 1, citizenship was
not associated with any of the five brand building elements. Type of locality (Urban/
Rural) affected satisfaction with brand in general (p < 0.001 and belief in brand
achieving its goals (p < 0.001).

Table 1 Chi-squared test of association between brand building and independent factors

Type of campaign conducted in the
locality

Brand Building Block Chi-square df Sig.

Level of support of brand 11.8 6 0.068

Satisfied with the Brand Botswana in general 18.5 6 0.005

Belief Brand Botswana is achieving its desired goals 25.4 6 0.000

Know purpose of the brand 3.3 3 0.343

Aware of brand elements 29.0 6 0.000

Sex

Level of support of brand 8.4 2 0.015

Satisfied with the Brand Botswana in general 7.3 2 0.026

Belief Brand Botswana is achieving its desired goals 12.3 2 0.002

Know purpose of the brand 0.0 1 0.852

Aware of brand elements 2.3 2 0.317

What language are you most comfortable
communicating with?

Level of support of brand 6.4 4 0.168

Satisfied with the Brand Botswana in general 79.9 4 0.000

Belief Brand Botswana is achieving its desired goals 91.9 4 0.000

Know purpose of the brand 1.4 2 0.496

Aware of brand elements 132.1 4 .000

What is your country or region of
citizenship?

Level of support of brand 1.2 2 0.546

Satisfied with the Brand Botswana in general 2.6 2 0.272

Belief Brand Botswana is achieving its desired goals 1.9 2 0.380

Know purpose of the brand 0.9 1 0.334

Aware of brand elements 0.2 2 0.924

Type of locality

Level of support of brand 1.9 4 0.751

Satisfied with the Brand Botswana in general 16.3 4 0.003

Belief Brand Botswana is achieving its desired goals 19.4 4 0.001

Know purpose of the brand 2.6 2 0.269

Aware of brand elements 4.6 4 0.327
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We now discuss the nature of association between brand building elements and
the significant variables.

8.1 Brand Awareness Levels of Respondents

In quizzing the awareness levels of respondents, questions relating to their ability to
recall and recognise the brand such as; have they heard of the brand and their ability
to recall at least 5 brand elements were used. Table 2 (see Appendix) presents results
by locality. The highest number (75%) of people highly aware and aware of the
brand was recorded in towns followed by rural areas (71%) and cities (68%). The
same pattern is depicted with more people with no knowledge (32%) recording a
high number in cities, followed by rural (29%) areas and towns (24%). This could be
an indication that the rural branding campaign had an effect in creating some level of
awareness. More people showed high levels of awareness (503) where respondents
were exposed to both the rural and public education campaigns as opposed to
124 that were exposed only to the public education campaign, 81 that were only
exposed to rural branding and 164 that did not have exposure to any campaign
(Table 3, see Appendix). There are no significant differences between males and
females in terms of awareness with 71% being females and 70% being males who
recorded a high level of awareness (Table 4, see Appendix). In terms of language
majority (88%) who were highly aware or at least aware were comfortable receiving
material in both Setswana and English followed by those who preferred only English
and lastly those with a preference for vernacular (Table 5, see Appendix).

8.2 Brand Meaning

To ascertain as to whether respondents derived a meaning out of the brand questions
relating to their ability to comprehend the intent of the brand were used such as their
understanding of what the purpose of brand Botswana is /should be. More knowl-
edge levels regarding the purpose of the brand are recorded in cities (72%) areas than
in towns (66%) and rural areas (64%) (Table 2). More knowledge levels were
recorded where both campaigns were rolled out than where there was a single
campaign. However, one interesting observation is that a high (164) number of
knowledgeable respondents were recorded in areas where there was no campaign
than in areas where there was public education (127) or rural branding (84) (Table 3).
There are no significant differences between males and females in terms of knowl-
edge of the brand purpose (Table 4). There are also no significant differences
between comprehension of purpose and language (Table 5).
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8.3 Brand Responses (Judgements and Feelings)

In gauging how respondents felt or thought of the brand, questions such as general
satisfaction with the brand as well as if respondents thought brand Botswana was
achieving its purpose were posed. More people in cities believed that the brand is
achieving its goals and are generally satisfied with it, as opposed to those in rural
areas and towns. The brand enjoys more support in rural areas (30%) followed by
towns (27%) and cities (26%) (Table 2). As with other brand building components,
respondents who were exposed to both campaigns recorded a high level of satisfac-
tion with the brand and agreed that the brand was achieving its intended purpose
(Table 3). With regards to gender, more females were satisfied with the brand than
males but insignificant differences were noted regarding whether the brand was
meeting its goals. Majority of those generally satisfied and believed the brand was
achieving its purpose preferred receiving materials in both English and Setswana
(Table 4). Majority of those who did not believe the brand was not achieving its
intent preferred English (13.9%) than Setswana (7%) or both (11.3%) forms of
communication (Table 5).

8.4 Brand Relationship

The ultimate for any nation brand manager is a brand that resonates with residents
who ultimately become its ambassadors. A number of questions were asked to
ascertain if respondents have some form of relationship with the brand including;
if given a second chance would they still choose Botswana as a country to live in, do
they love the country, would they recommend it to someone, do they attend brand
Botswana organised events etc. The level of support was found to be high in rural
areas followed by towns and lastly cities (refer to Table 2). It was also found to be
high were respondents were exposed to both types of campaigns, just like the rest of
the brand building components (Table 3). In terms of gender, males were found to be
more supportive than females (refer to Table 4). Not surprising as males attend
community events more than women who are more often than not engaged in
household chores. Regarding language, those highly supportive preferred material
in both languages, followed by Setswana and English being the least preferred
(Table 5).

9 Summary of Findings

It can generally be concluded that the Brand Office through the various marketing
efforts has managed to create a high level of awareness especially in towns and rural
areas. This is so because the Brand Office is situated in the capital city where creation
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of awareness will be easy as city residents are likely to encounter the brand and its
activities via the BITC website, radio and TV, newspapers, public debates and
events. For results to show a high level of awareness in towns and in rural areas as
opposed to cities is commendable. However, as would be expected more people in
cities have a better comprehension of the intent of the office than in towns and rural
areas meaning that the brand Office should reach out more to those in rural areas
regarding their intent. Again more people in cities believe the brand to be achieving
its intent. However, more support for the brand is found in rural areas. This may be
attributed to the use of the Kgotla system as an avenue for message dissemination
and interaction largely attended by many in rural areas. No significant differences
were noted in terms of gender and the various brand building components. Never-
theless males seem to be more supportive of the brand than females. More results
were achieved where both campaigns were rolled out than single or no campaign.
This echoes the importance of message consistency and frequency in communica-
tion that drives messages home and creates more awareness. The use of both English
and Setswana for information dissemination seems to be referred across the different
brand building components.

10 Conclusion

Although resonance (relationship) provides an important focus for brand building,
the brand office is a step in the right direction as it has a achieved salience for the
brand but needs to aggressively help targeted audiences derive a meaning out of the
brand by clearly explaining the intent of the brand that will facilitate positive
responses (eliciting national pride levels) to the brand and ultimately cause them
to become part of the brand activities and active advocates for the brand.
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Part II
Online Context and Digital Transformation



Flow and Consumer Behavior in an Online
Supermarket

Doris Morales-Solana, Irene Esteban-Millat, and Alejandro Alegret Cotas

Abstract As a result of the business opportunities offered by the internet, there has
been increased academic and professional interest in understanding the browsing
behaviour and online purchasing habits of consumers in order to identify more
effective organizational strategies. While it is a fact that the scientific community
has made advances in the understanding of this phenomenon, there are still many
questions to be answered in the area of mass consumption that require further
research. In this sense, the general aim of this research is to extend knowledge of
online consumer experiences, specifically mass-consumption flow states in digital
environments. This will be the first time that an integrated flow model will be
presented in this field.

Keywords Flow · Online consumer behavior · Online mass consumption · Online
fast-moving consumer goods

1 Introduction

Flow is an element of study that has been extensively used in scientific literature to
characterize behaviors of human beings in different environments. This concept was
coined by Csikszentmihalyi (1975) and defined as the holistic sensation that people
feel when they act with total involvement. In this research, flow is used to progress in
the understanding of the behavior of digital consumers in the area of mass consump-
tion. The first aim is to delimit the concept of online flow in the area of mass
consumption, identifying its dimensions and antecedents, as well as the interactions
that exist between them. In addition, the intention is to identify the main
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consequences of flow state in the behavior of consumers in an online supermarket,
confirming what they are and determining the relationship between them. To frame
this research, a brief review of the literature on flow has been carried out. Likewise,
studies on consumer behavior have been analyzed considering the historical back-
ground of consumer behavior and the different perspectives from which this disci-
pline has been studied. All together, the aim is to verify the influence of flow state on
consumer behavior in an online supermarket.

2 Online Flow

Flow is a cognitive state during which people are completely involved in something
to the point of forgetting time and everything else but the activity itself
(Csikszentmihalyi 1975). This concept was introduced in the study of online con-
sumer behavior, confirming that companies that provide flow experiences to their
users obtain benefits (Hoffman and Novak 1996). More specifically, flow has been
especially used in the context of e-commerce (Koufaris 2002) for it being a key
determining element of the behavior of online consumers that influences their revisit,
attitude towards the brand, website usage, purchase intention and perceived web
quality (Landers et al. 2015; Shim et al. 2015; Wang et al. 2015; Obadâ 2014; Liu
and Shiue 2014).

Despite the strong interest in adapting the flow theory as an area of study in
different online environments, the literature shows certain inconsistencies and con-
ceptual discrepancies about its dimensions (Obadâ 2013). In addition, the constant
evolution of the internet makes it necessary to continuously review the variables
related to flow in order to shed light on this matter, and progress in the understanding
of consumer behavior in this area. Thus, for example, it has been proven that users’
perception of their skills to face the challenges found in the medium, which has been
one of the most important antecedents of flow, does not affect at present their ability
to experience online flow (Carlson and O’Cass 2011). It is suggested that anyone,
regardless of their skill level, can experience this state during any e-commerce
process (Carlson and O’Cass 2011).

Table 1 shows the main flow variables that are specific to the digital environment
and used in recent years which, despite not being considered in many jobs (Gao et al.
2017; Bilgihan et al. 2015; Landers et al. 2015; Shim et al. 2015; among others),
improve our knowledge about the flow experience.

On the one hand, the descriptions of some of these elements overlap semantically.
Thus, for example, variables such as system quality and process feature include,
among other aspects, ease of use in its conceptual description. On the other hand,
some concepts are used in a way that is not only unclear and confusing but also lacks
of empirical soundness, such as the website quality variable which includes multiple
dimensions. In fact, there is no consensus in the literature on its definition and,
although most studies postulate that website quality is a determining factor for
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Table 1 New items of online flow

Element Description Authors

Website quality Set of features that are related to the con-
tent, aesthetic, interactivity, personaliza-
tion and convenience shown by the
website and that allow us to judge its
value

Fan et al. (2013)

Information
quality

Attributes of the information on a website
related to its accuracy, completeness,
timeliness, relevance and sufficiency,
and/or reliability, usefulness and inclu-
sion of different types of opinion

Gao et al. (2015, 2017), Gao and
Bai (2014), Zhou (2014), Zhou
et al. (2010)

System quality Aspects of the website system based on
its reliability, speed, ease of use, brows-
ing and visual appeal, and/or on its secu-
rity and interactivity

Gao et al. (2015, 2017), Gao and
Bai (2014), Zhou (2014), Zhou
et al. (2010)

Process feature Website features that are related to the
ease of browsing, security, reliability,
ease of use, accessibility, response time
and interface

Ding et al. (2010)

Perceived
complementarity

Aspects of the web design that are related
to its ability to include new functions and
services, providing additional values to
Internet users

Gao and Bai (2014)

Design Layout of the elements on a website that
are related to the visual look of graphics
and the musicality of sounds

Kim et al. (2010)

Transaction Aspects of the website privacy related to
the privacy and security of the informa-
tion shared on it

Cho and Kim (2012)

Embodiment Personification of a website through the
use of avatars

Kim et al. (2013)

Scenario Narrative structure of the website content Kim et al. (2010)

Information/
Navigation

Set of website features that are related to
the ease with which individuals can move
through all its pages, the aesthetic, the
information content and the design of
transactions

Cho and Kim (2012)

Perceived con-
tent quality

Sensation of individuals about the content
of a website that is perceived as valuable
for its ability to meet their information
needs

Shin (2012)

Perceived sys-
tem quality

Impression of individuals about the qual-
ity of the website system and that has to
do with stability, accessibility, reliability
and security

Shin (2012)

Perception of
website security

Belief of individuals that the web is
secure to share personal and sensitive
information

Cha (2011)

(continued)
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customer satisfaction, these claims have not always been supported by empirical
evidence (Éthier et al. 2006).

In addition, some authors suggest addressing the study of flow in specific areas of
online consumption in order to better determine which elements facilitate the flow
experience, and the relationships between them. In this way, research has been
carried out on flow to study, for example, mobile shopping or certain more specific
aspects such as instant messaging or website browsing through this electronic device
(Gao et al. 2015; Gao and Bai 2014; Zhou 2014). The study of flow in the area of
online banking, among others, is also noteworthy (Zhou 2012).

The above considerations allow us to define the objective of this research to
address it, and contribute to the advancement of knowledge about online consump-
tion experiences through the concept of flow and its application in mass consump-
tion in general and, more specifically, in an online supermarket.

Table 1 (continued)

Element Description Authors

Personalization Ability of the website to adapt to the user
in feel and look, functionality and inclu-
sion of advertising

Kim and Han (2014), Rose et al.
(2012)

Website commu-
nications
performance

Website utilities related to updated and
relevant information adapted to the needs
of consumers

Carlson and O’cass (2011)

Website
exchange
performance

Transactions on a website such as secure
purchase, payment of invoices and the
possibility of making reservations

Carlson and O’cass (2011)

Navigation
performance

Quick access and ease of use of a website Landers et al. (2015)

Website aes-
thetic
performance

Visual appeal and representation of the
elements on a website

Carlson and O’cass (2011)

Website techni-
cal performance

Website features related to speed of
transfer, speed of data processing and
possibility of interacting

Carlson and O’cass (2011)

Media richness Aspects of a website that define it as a
rich, diverse and real-time online com-
munications environment

Kim et al. (2013)

Ubiquity Feature of the web environment that
allows access from any place and at any
time

Zhou (2012)

Interactive speed Feature of the website related to speed of
interaction

Rose et al. (2012)
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3 Digital Consumer Behavior

The emergence of the Internet in households and in people’s daily lives impacts on
the behavior of consumers, transforming commerce and turning people into users of
information systems and digital consumers (Koufaris 2002). From the very moment
that virtually all organizations adopt the Internet for commercial purposes, there are
studies theorizing about how consumers can use it (Jarvenpaa and Todd 1997;
Hoffman and Novak 1996) since this medium, the Internet, and its different mani-
festations such as e-commerce are providers of better opportunities for those com-
panies (Kotha et al. 2001) that allow consumers to make decisions about online
purchases even before visiting a physical store. Thus, some authors (Häubl and Trifts
2000; Winer et al. 1997; Hoffman and Novak 1996) point out that the purchase
process in virtual environments shows significant differences with regard to shop-
ping through traditional channels due to the high degree of interactivity of the
medium and, more specifically, to the way in which consumers search for and
evaluate the information about products (Degeratu et al. 2000).

In fact, e-commerce broadens the perspective about the behavior of traditional
consumers by considering search, browsing, find, selection and comparison of
products, aspects of the purchasing behavior. In this regard, there are authors (Taylor
and Strutton 2010; Dennis et al. 2009) who define online consumer behavior as a
complete web experience where the very nature of the medium gives greater control
and interactivity to consumers, thus forcing distributors to manage two commercial
spaces: the physical and the virtual one. The virtual space is managed through a
website that can be designed to induce flow (Culache and Obadă 2014) through
elements such as its performance, the type of communication provided, its techno-
logical capacity, the innovation it represents, its levels of security, the quality degree
of its content, as well as the inclusion of moving images and three-dimensional
elements (Carlson and O’Cass 2011). In response to these aspects, most users
experience positive moods while browsing (Chen 2006) whether they seek utilitarian
or hedonic benefits (Bilgihan et al. 2015).

Starting in 2000, and in the mass consumption sector, distributors such as large
supermarket chains (Carrefour, Costco, Tesco and Dia, among others) begin to open
online sales channels through increasingly appealing and operational websites for
consumers. Later, in 2010, new purely digital competitors (Ulabox, Simply and
TuDespensa) enter the food sector, even though there are consumers who do not
perceive online shopping as the best alternative due to reasons such as reliability
(Mintel 2016), website loading speed, cost of the service provided by digital retailers
(Mintel 2016) such as transportation, and for being unable to evaluate the quality of
some products (Degeratu et al. 2000). In relation to this, a study carried out by
Nielsen (2015) concludes that the consumer purchasing process in this area has
changed even for the purchase of fresh products and that, with the expansion and
improvement of delivery services, together with the quality guarantee, the appeal of
buying this type of products will increase (Nielsen 2017). Thus, future projections
seem to be optimistic. In fact, a study carried out by Kantar Worldpanel (2017)
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foresees online mass consumption global sales reaching 170 billion dollars globally
in 2025.

The literature on the behavior of mass consumption consumers indicates that
consumers opt for online supermarkets to avoid the negative aspects of shopping in
traditional stores (Roberts et al. 2003) such as the physical effort (Hansen 2006), and
waste of time (Roberts et al. 2003). The convenience of being able to reduce the
effort and time used to buy products are advantages perceived by digital consumers,
and key for shopping in online supermarkets (Ramus and Nielsen 2005). Being able
to find good offers, avoid impulse purchase and invasive sales (Ramus and Nielsen
2005) are other of this type of advantages identified in the literature (Roberts et al.
2003). However, even those digital consumers most committed to online supermar-
kets, when the circumstances that have led to the purchase in these types of
establishments cease, can return to traditional supermarkets (Harris et al. 2017).

4 Online Flow Model

The review of the literature on online consumer behavior through the concept of flow
reveals that most of the research that deals with the study of flow does so in a general
context, with few research papers addressing it in specific areas of consumption. In
this regard, the absence of studies about flow on consumption in online supermarkets
is surprising. Likewise, it is observed that there is no consensus on the operability of
the flow concept, nor on the definition of its dimensions or on the interaction
between them. Additionally, there are significant contradictions between the results
obtained by the different scientific papers presented to date. To shed light on these
issues and progress in the study of consumer behavior, a theoretical model of flow in
the specific field of online supermarkets is designed in this research.

Considering the relationships established and validated in flow models in digital
environments, and the main theories and models developed in the research on
consumer behavior, a conceptual flow model has been designed for an online
supermarket context; relationships between all variables, indicated with causal
arrows in Fig. 1, are positive:

With this model, we intend, ultimately, to represent the flow phenomenon in the
specific area of an online supermarket, identifying those factors that determine its
appearance, as well as its consequences. In addition, an empirical study of flow in an
online supermarket is currently being carried out in order to verify the theoretical
model proposed here and find out the relative weight of each one of its dimensions,
antecedents and consequences.
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KAM Effectiveness and Future
Performance Risk for FMCG Companies.
Underlying Risks of KAM

Pedro Rubio, María Eugenia Fabra, and Victoria Labajo

Abstract Research into the benefits of developing Key Account Management pro-
grams for FMCG manufacturers has been extensively performed, but not—consid-
ering the underlying risks—with the precision given by incorporating a significant
quantitative sample. There is room for further research, particularly in cases where
retailer concentration is high and where both customers’ negotiation power and
private labels’ market share are growing: all of which increases the difficulties for
suppliers aiming for success in innovation. Using structural equation modeling with
a sample of 219 FMCG professionals involved in KAM, this paper seeks to verify
the relationship between the development of KAM programs and the risks it implies
for future performance. The conclusion should provide further reflection for scholars
and FMCG manufacturers: are FMCG companies generating a future performance
risk by focussing on KAM programs and reinforcing KAM effectiveness? If so,
would it be possible for them to control the side effects of accelerating the strength-
ening of key accounts?

Keywords Key Account Management · KAM benefits · Customer power ·
Private label · KAM risks · FMCG

1 Introduction

In recent decades, interest in relationship marketing has focused the attention of
marketing academics and managers on Key Account Management (KAM). These
programs promise improved performance with the clients of large companies; they
are considered to be a future investment in the most valuable clients in a portfolio,
focusing efforts on win-win in the long term, on deals and on solutions. The fact that
these selected customers are the fastest- growing, largest, and most strategic resource
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prioritization for KAM programs of FMCG manufacturers reveals the programs to
be a highly convenient, incontrovertible option for these firms. Taking the above into
account, the authors have investigated what occurs when customer concentration is
high and the market is maturing with strong private label (PL) development, as is
currently occurring in the FMCG sector in all developed countries—including of
course Spain. In this environment, “blind marriage” to the most demanding and
powerful customers may translate into a risk which undermines the future perfor-
mance of FMCG companies.

This paper seeks to provide a deeper understanding of the relationship between
KAM effectiveness and the danger of accelerating risks on companies’ future
performance. Such a research framework provides insights for further reflection
from scholars and FMCG manufacturers: are FMCG companies putting their future
at risk when they focus on KAM programs and reinforce KAM effectiveness? If so,
it would be possible for them to control the side effects of accelerating the strength-
ening of key accounts?

2 Background

The benefits of KAM programs are seen by academic literature as practically
incontestable, with researchers primarily focussing their efforts on understanding
the key factors of success (Anderson and Narus 1990; McDonald et al. 1997;
Narayandas and Rangan 2004). Workman et al. (2003) is one of the flagship papers,
using a quantitative SEM approach with a robust sample size in a field historically
dominated by qualitative research. They concluded that KAM effectiveness is
directly improving companies’ market performance and profitability. On the other
hand, they were unable either to assess the direction of causality or to rule out other
constructs such as powerful customers; and, as a reviewer of one of the above-
mentioned papers notes, the relationship the Key Account and the manufacturer
KAM programs should be more formalized when powerful customers demand such
programs. So, if these powerful customers are relatively less profitable than other
clients, it may explain their findings.

One of the small voices of the literature to raise the possible risks of KAM is the
qualitative research of Piercy and Lane (2006), which warns of customer portfolios
which are increasingly difficult to manage. Unit margins were previously equal for
customers, being based on the cost of the product, but now they depend on customer
bargaining power, since the products, due to the evolution of technology and PLs,
are increasingly substitutable. Piercy and Lane express the lack of logic in continu-
ing to build stronger relationships with unattractive clients, particularly if this limits
the option of allocating resources to other, more productive sites. This is why, in the
case of FMCG companies, it seems reasonable to understand how to start funding
alternative Go-to-Market growth strategies, by devoting already scarce resources to
these strategies.
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2.1 KAM Benefits

Key accounts or strategic accounts are a company’s most valuable customers, and
companies cannot afford to lose them without entering into serious difficulties
(Zupancic 2008). Most authors agree on the long-term benefits generated by KAM
(Anderson and Narus 1990; McDonald et al. 1997; Narayandas and Rangan 2004),
and their findings add breadth and depth those discussed previously by other authors.
There is in fact, both in the scientific literature and in the business world, a favorable
current of opinion (one might almost say that it is axiomatic) regarding the enormous
advantages for the results of suppliers and customers of developing KAM programs.

KAM initially emerged as a response to the pressures exerted on suppliers by
globalization, the growing power of customers, the sophistication of purchases and
the need to find new ways of working with the most important customers (Wengler
et al. 2006). It promises to replace adversarial relations between buyer and seller with
cooperation, teamwork when solving problems, and integration into a new model of
buyer-seller interaction (Piercy and Lane 2006). In today’ FMCG markets, there is
natural selection of suppliers, along with the constant growth of PL branding and the
difficulties of national brands’ (NB) innovation in achieving success with increas-
ingly large customers: customers are acquiring more negotiation power, becoming
more sophisticated, and demanding customized solutions. The significance of these
key clients is defined according to the Pareto rule (20:80), where 20% of the clients
represent 80% of the income (Sheth and Parvatiyar 2002). This means that a
minority of powerful clients control a majority percentage of suppliers’ income
and margins. Such a concentration of turnover with the most important customers
may even be accelerated in developed and mature businesses, as with FMCG.

2.2 Customer Power and KAM Risks

The literature review indicates how those authors who defend the benefits of KAM
philosophy have displaced from their analysis the subject of profit per account, since
several works make it clear that these key accounts are to be perceived as an
investment of the supplier in their own future, and that this requires the short-term
sacrifice of profitability for long-term gain (Wang and Brennan 2014). Such confi-
dence in long-term benefits is questioned, with several researchers warning that
communicating their privileged status to a Key Account may be dangerous: the
natural reaction to learning this would be to request higher discounts and more
favourable conditions of purchase (Millman and Wilson 1999). The logical solution
would be to select key clients wisely, but the reality is that the companies must
develop these programs with companies whose turnover is highest (Piercy and Lane
2006). Piercy and Lane suggest that such weakness is inherent in the KAM model
itself, since is leading companies to an excessive level of dependence on a small
number of clients, and, since they are in the control of these large accounts, their
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strategic freedom is being compromised. In addition, as key accounts extend their
market and negotiating power, the inevitable result will be a fall in prices and a
progressive reduction in profits.

According to the report from the Spanish retail food sector in 2010, as published
by the Spanish Government Antitrust Agency (CNC 2011), in a context increasingly
concentrated in and dominated by a small number of supermarket and hypermarkets
chains—as well as by the growth of PLs—the bargaining power of buyers is likely to
reduce acquisition prices without reducing the amount purchased by them or the
quantity exchanged in the market, since the mere threat of reducing purchases or
changing suppliers may be enough in itself to improve terms of exchange.

McDonald et al. (1997) warn that a customer will only continue to buy from a
supplier if its product continues to be more satisfying to consumers than its com-
petitors’—even though their service as a supplier may be excellent. That is why
innovation is crucial and why manufacturers must continue to add new value to
customers and actively resist PL. Esade et al. (2015) highlight the role of innovation
in increasing value, particularly in mature markets such as FMCG: categories with a
high level of innovation outgrow fourfold those with low innovation. Nevertheless,
Key Accounts in the Spanish retail sector do not even facilitate shopper access to
manufacturer innovations by allocating shelf space to them (Kantar Worldpanel
2016).

2.3 KAM Effectiveness and Danger of Accelerating Risks
on Future Performance

Despite successfully developing KAM programs, NB manufacturers may be putting
at serious risk the future performance of the company. In order to highlight this, the
following hypotheses have been tested with empirical data (Fig. 1):

KAMF

Hypotesis 1

Hypotesis 2

Hypotesis 3

Hypotesis 4

Hypotesis 5

Hypotesis 5

Hypotesis 5

KAME FRISK

PLRISK

KAMI

KAMIN

KAMA

Fig. 1 Structural model proposed
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– H1: KAM Formalization (KAMF) has a direct positive effect on KAM effective-
ness (KAME).

– H2: KAM Activity intensity (KAMI) has a direct positive effect on KAM
effectiveness (KAME).

– H3: KAM TopManagement involvement (KAMIn) has a direct positive effect on
KAM effectiveness (KAME).

– H4: KAMAccess to Marketing and Sales resources (KAMA) has a direct positive
effect on KAM effectiveness (KAME).

– H5: KAM effectiveness (KAME) has an indirect positive effect on Risk on future
performance (FRISK) through Risk inherent in PL’s strengthening (PLRISK).

The novelty of our study becomes clear when we incorporate into the KAM
Effectiveness Model generalised by Workman et al. (2003) (a) the risks arising from
the strategy of major retailers who have the strong support of their PL and (b) the
difficulties encountered by manufacturers seeking to innovate.

3 Method and Data Analysis

Data to test the hypotheses were collected using a structured questionnaire sent out
by email to executives involved in KAM in FMCG manufacturers operating in
Spain. The number of valid answers received was 219. The structural model was
diagrammed and run on IBM AMOS 25. Data analysis through confirmatory factor
and discriminant validity analysis were conducted. In addition, the structural model
was fitted to the data. Sample size and definition of variables allowed us to work with
this type of model in terms of normality and continuity of data. The empirical
analysis follows the two-stage process (Anderson and Gerbing 1988) of structural
equation modelling (SEM): (1) Definition of a measurement model; (2) Definition of
a structural model. The validation of the models has been carried out by using the
Maximum Likelihood (ML) method.

A measurement model has been developed by adapting key constructs and items
defined by Workman et al. (2003) derived from previous literature. See Table 1:

Based on confirmatory analyses (CFA), six constructs have been defined: KAM
formalization (KAMF), KAM activity intensity (KAMI), KAM Top Management
involvement (KAMIn), KAM access to Marketing and Sales resources (KAMA) as
well as KAM effectiveness (KAME), Risk inherent in PL’s strengthening (PLRISK)
and Risk on future performance (FRISK) (Table 2).

Although the χ2 fit index was statistically significant, the measurement model
produced good fit (χ2 ¼ 634.837; df¼ 356; χ2/df¼ 1.78; IFI¼ 0.840; CFI¼ 0.830;
RMSEA ¼ 0.060). The standardized loadings were all significant (p < 0.000),
awarding the convergent validity of the scales (Table 3).

The structural model presented strong goodness of fit: χ2 ¼ 650.991; df ¼ 364;
χ2/df¼ 1.78; IFI¼ 0.834; CFI¼ 0.827; RMSEA¼ 0.060. The results of running the
structural model confirm the hypothesis set out in this paper (Table 4).
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On the one hand, regarding H1–H4, the results confirm the findings of Workman
et al. (2003). On the other hand, the effect of KAM effectiveness on Risk on future
performance (H5) is mediated by the Risk inherent in the strengthening of the PL.

4 Discussion and Managerial Implications

Using a structural equation model (SEM), this paper demonstrates the relationship
between the effective development of KAM programs and the risks on future
performance for FMCG manufacturers, when adding in PL strengthening as a side
effect of investing in KAM programs in companies which are developing and
nurturing relationships with major customers. Underlying KAM there are threats
to suppliers which include retailer negotiation power, PL development, and difficul-
ties with innovation. The risks of serving key clients has not been sufficiently widely
covered by the preceding literature, which has failed to provide significant quanti-
tative sampling.

When FMCG manufacturers are focusing investment on KAM formalization,
activity intensity, top management involvement and access to Marketing and Sales
resources, these actions will lead them into KAM effectiveness, but also—if the
strengthening of the PL and prioritization of scarce resources are not taken into
account—into a dangerous situation. Based on our research, two questions arise
which may help to mitigate this risk on companies’ future performance:

Table 1 Literature indicators and metrics

Construct Scale/Metrics Literature

KAM formalization 7-point scale with anchors
1 ¼ strongly disagree;
7 ¼ strongly agree;

Workman et al. (2003) adapted from
Jaworski and Kohli (1993)

KAM activity intensity 7-point scale with anchors
1 ¼ on the average; 7 ¼ far
more than the average

Workman et al. (2003)

KAM top management
involvement

7-point scale with anchors
1 ¼ strongly disagree;
7 ¼ strongly agree;

Workman et al. (2003)

KAM access to MKT
and sales resources

7-point scale with anchors
1 ¼ very difficult; 7 ¼ very
easy

Workman et al. (2003)

KAM effectiveness 7-point scale with anchors
1 ¼ very poor; 7 ¼ excellent

Workman et al. (2003) adapted from
Irving (1995)

Risk inherent in PL’s
strengthening

7-point scale with anchors
1 ¼ strongly disagree;
7 ¼ strongly agree;

Defined ad hoc

Risk on future
performance

7-point scale with anchors
1 ¼ strongly disagree;
7 ¼ strongly agree;

Defined ad hoc
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Table 3 Standardized
loadings

Estimate

KAMF.1 <--- KAMF 0.923

KAMF.2 <--- KAMF 0.699

KAMI.1 <--- KAMI 0.605

KAMI.2 <--- KAMI 0.743

KAMI.3 <--- KAMI 0.574

KAMI.4 <--- KAMI 0.693

KAMI.5 <--- KAMI 0.606

KAMI.6 <--- KAMI 0.582

KAMIn.1 <--- KAMIn 0.365

KAMIn.2 <--- KAMIn 0.823

KAMIn.3 <--- KAMIn 0.787

KAMIn.4 <--- KAMIn 0.548

KAMA.1 <--- KAMA 0.628

KAMA.2 <--- KAMA 0.637

KAMA.3 <--- KAMA 0.651

KAMA.4 <--- KAMA 0.640

KAME.1 <--- KAME 0.594

KAME.2 <--- KAME 0.685

KAME.3 <--- KAME 0.515

PLRISK1 <--- PLRISK 0.461

PLRISK 2 <--- PLRISK 0.554

PLRISK 3 <--- PLRISK 0.516

PLRISK 4 <--- PLRISK 0.654

PLRISK 5 <--- PLRISK 0.625

PLRISK 6 <--- PLRISK 0.443

PLRISK 7 <--- PLRISK 0.641

PLRISK 1 <--- FRISK 0.473

PLRISK 2 <--- FRISK 0.702

PLRISK 3 <--- FRISK 0.733

Table 4 Structural model. Standardized regression coefficients of latent variables

Standardized regressions coefficients of latent variable

KAMF ! KAME 0.206**

KAMI ! KAME 0.285**

KAMIn ! KAME 0.402***

KAMIA ! KAME �0.225*

KAME ! PLRISK 0.165*

KAME ! FRISK �0.012

PLRISK ! FRISK 0.535***

*, **,*** Significant at the 10%, 5% and 1% levels correspondingly
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– Can PL strengthening be overcome by manufacturer innovation?
– Are there alternative strategies, in terms of channels or clients’ portfolio man-

agement, which could diversify those risks deriving from customer
concentration?

Every company involved in a growing KAM program should at the same time
also analyze alternative growth strategies or new business models. Manufacturers’
own e-commerce systems may be among these, but to make it work within the
FMCG sector, significant investment is required, from web design to delivery
logistics (Kantar Worldpanel 2015). That is why FMCG companies can seem to
be in a hurry to accelerate the digital Go-to-Market transformation—in order to start
mitigating and diversifying as soon as possible the underlying risks of KAM,
reassigning some of the investment devoted to such programs in their own
e-commerce, so as to reach the final consumer.

The present contribution is limited mainly to the FMCG sector in Spain. Future
research should extend to different countries, markets and sectors with equal or less
maturity, with the aim of confirming the conclusions of this paper. Future lines of
research should address the potential of manufacturer innovation in overcoming
private label development as well as the current development and ongoing plans of
digital Go-To-Market’s own e-commerce systems, which are aimed at reaching
companies’ final consumers.
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Managing Online Anti-branding
Consumer Behaviours: A Multiple Case
Study Analysis in the Italian Landscape

Mario D’Arco and Vittoria Marino

Abstract This article seeks to contribute to the extant knowledge about branding in
the digital era exploring why consumers assume adversely behaviours towards
brands and how brand managers react when their brand is attacked. From the
multiple case study analysis emerged that not every brand reacts at the same way.
Specifically we noted the following four different strategies: (1) ignore; (2) apolo-
gize; (3) start a dialogue with trolls and haters; (4) change behaviour. Interestingly,
(3) and (4) appeared more effective in mitigating consumers attacks. On the contrary
(1) and (2) would be risky in some contexts.

Keywords Digital branding · Brand management · Anti-branding activities ·
Consumer empowerment · Brand hate

1 Introduction

At the dawn of the Internet, scholars began predicting a shift in power from the
marketer to the consumer, suggesting a new form of consumer-brand relationship
(Bernoff and Li 2008; Bruce and Solomon 2013; Hennig-Thurau et al. 2010;
Labrecque et al. 2013). Empowered by social networking sites, blogs and wikis,
consumers can share, co-create, discuss and modify their own perspective on
companies and brands, a view that is often in conflict with the image a brand wishes
to convey (Christodoulides 2009). Furthermore, consumers are able to influence
other consumers’ consumption activities on a level not previously seen (Kim and
Johnson 2016). Consumers, in fact, are more likely to trust their peers rather than
sponsored commercial messages (Kohli et al. 2015; Kim and Johnson 2016). With
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these changes in the marketing environment, brand managers are losing control over
their brands (Gensler et al. 2013). Therefore, they can no longer be considered the
custodian of brand knowledge and brand image. Marketers and consumers build a
brand together. This means that the brand, as Fournier and Avery explain (2011:
194), is a sort of open source cognitive construal “embedded in a cultural conver-
sation in which consumers gain an equal, if not greater, say than marketers in what
the brand looks like and how it behaves.”

With so many new consumer capabilities, marketers need to verify if their beliefs
and practices are still valid today and, if not for any reason, what they should change
in brand building and management techniques. Therefore, this article seeks to
contribute to the extant knowledge about branding in the digital era exploring how
brands should strategically react to possible consumer-generated negative social
media messages, actions such as online petitions or brand retaliation. To this purpose
we conduct a multiple case study analysis. Specifically, each case develops around a
central event that focuses on consumers’ activities that are not aligned with the best
interests of the brand.

The rest of the paper is organised as follows. First, we present a theoretical
overview of the main issues pertaining brand management in the current marketing
landscape. Thereafter, we illustrate our research methods and a detailed explication
of data collection and analysis. Finally, we discuss the main theoretical and practical
implications, as well as the study’s limitations and ideas for future research.

2 Theoretical Background

2.1 Theories, Model and Frameworks

In order to explain the evolution of brand and branding in the digital era, scholars
have adopted in their studies a certain number of theoretical frameworks, “that is a
network, or ‘a plane,’ of interlinked concepts that together provide a comprehensive
understanding of a phenomenon or phenomena” (Jabareen 2009: 51). For example,
Hennig-Thurau et al. (2010) introduce a “pinball” framework to describe new
media’s impact on relationships with customers. Managing customer relationships
is like playing pinball. Firms serve up a “marketing ball” (brands and brand-building
messages) into a cacophonous environment which can interfere with the companies’
marketing messages (such as bumpers do when playing pinball) and make it more
complex to control brand images and relationship outcomes such as customer equity.

Singh and Sonnenburg (2012) using the metaphor of improvisation (improv)
theater performances, offer a semantic framework to understand brands in the social
media arena. Specifically, the authors underline that “brand owners and users in
social media interact with one another in the same impromptu and uncontrolled
fashion that characterizes improv theater” (Singh and Sonnenburg 2012: 190). This
means that brand owners do not tell brand stories alone but co-create brand perfor-
mances in collaboration with the consumers. The improv theater metaphor also
shows that the audience roles in social media can vary during the performance
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from modest (spectator) to very overt (actor), depending on the degree of improvi-
sation and tension offered by the brand. In particular, brand audience, according to
their euphoric or dysphoric states, can assume the following roles: “fan”, “evange-
list”, “critic”, or “hacker”.

Gensler et al. (2013) to illustrate the impact of social media on brand management
develop a conceptual framework in which consumers are considered “pivotal
authors of brand stories”. The contents created by consumers using social media
channels become central for the meaning of a brand. While firm-generated brand
stories typically are consistent and coherent over time, consumer-generated brand
stories are more likely to change over time and may represent a threat for brand’s
aspired identity. Thus, brand managers need to monitor and coordinate consumer-
generated stories, as well as react to negative consumer-generated brand stories that
harm the brand.

2.2 Anti-branding Phenomena

According to Krishnamurthy and Kucuk (2009), “consumer empowerment” and
“consumer dissatisfaction” are the main antecedents of the anti-branding process.
If consumer empowerment is a necessary condition to achieve consumer activism
goals in markets, such as organize anti-branding sites, create a community, or post
on social media negative product/service reviews, consumer dissatisfaction is the
trigger. Consumer dissatisfaction can be transactional, related to the market prac-
tices, or ideological (Krishnamurthy and Kucuk 2009). All these three types of
dissatisfaction might affect brand value, and be very harmful to companies. Further-
more, negative online word-of-mouth communication has considerable detrimental
effects on consumer-based brand equity and thus leads to a significant brand equity
dilution (Bambauer-Sachse and Mangold 2011).

Speaking of consumer dissatisfaction, in a recent study, Hegner et al. (2017) show
that brand hate is triggered by three determinants, that is negative past experience
that consumer had with a certain product/service of a brand; symbolic incongruity
between consumers’ self-concept and brand image; ideological incompatibility that
consumer perceives on the base of illegal, immoral or antisocial activities performed
by brands. Besides, the behavioural outcomes of brand hate are respectively brand
avoidance; negative word-of mouth and brand retaliation. Hegner et al. (2017) also
underline that ideological incompatibility has the strongest influence on brand hate,
followed by symbolic incongruity and negative past experience.

2.3 Building the Brand in the Digital Era

The conventional perspective, introduced by Keller (1993), of brand as a firm-owned
and controlled knowledge structure that can be built in consumers’ minds through
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carefully coordinated marketing activities has no place in the digital era. Comparing
the different theoretical frameworks introduced in the paragraph 2.1, emerges that
branding on the internet exemplifies participation and co-creation of meaning and
value. It is a continuous, social, and highly dynamic and interactive process between
the firm, the brand, the consumers and other stakeholders (Merz et al. 2009).
Therefore, branding isn’t only, as depicted by Keller’s Customer-Based Brand
Equity model, about identifying key points of difference and building unique,
favourable and strong brand associations in the mind of consumers. It isn’t just an
organizational activity, but an organic process that brings two parties—brand makers
and brand users—closer together to co-create value (Ind et al. 2013).

Traditional branding, as underlined by Christodoulides (2009: 142), was “the
exercise of a narcissist, the brand manager, who was preoccupied with creating a
specific image for the brand, primarily through corporate communications shouting
how wonderful the brand is, then passing on the desired image to consumers. Any
voices diverging from this image had to be suppressed.”

Nowadays, brands to achieve success in computer mediated environments need to
stop conducting monologues like they used to do in the past using traditional media,
and recognise the importance of listening consumers, find out what they talk about,
understand them, get into that conversation, enable interactivity, build relationships.
In conclusion, a brand can’t be treated as a monolith anymore. Brand exemplifies an
open source cognitive construal embedded in a cultural conversation (Fournier and
Avery 2011). Thus, social media and other digital tools such as video sharing sites
and community platforms enable open source branding by empowering consumers
to produce and share contents with their peers about brand experiences in their
everyday lives. This means that brands are more exposed to criticisms, parodies,
sabotages and hateful behaviour.

3 Research Methodology

To contribute to the research about brand and branding in the digital era, we conduct
a multiple case study analysis of events concerning consumers’ activities that are not
aligned with the best interests of the brand. Specifically, our objective is to under-
stand why consumers assume such adversely behaviours and how brand managers
react when their brand is attacked.

We preferred a case study analysis because this qualitative method can be utilised
to investigate “a contemporary phenomenon within its real life context, especially
when the boundaries between phenomenon and context are not clear evident and it
relies on multiple sources of evidence” (Yin 1994, p. 13). Thus, this technique helps
researchers to answer ‘why’ and ‘how’ questions, verify a theory or build new
theoretical constructs, advance previous research in a specific field (Eisenhardt
1989; Eisenhardt and Graebner 2007).

Regarding the number of cases to include in a research project, we opted for a
multiple cases study rather than a single case. The first and foremost step in the case
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study research design is the sampling logic. The sampling technique consists to
choose cases that are likely to replicate or extend the emergent theory, from a
minimum of four to a maximum of 10 (Eisenhardt 1989). We designed this study
with literal replication logic (Yin 1994) in order to explain similarities as well as
variance in root causes of and reactions to consumers brand attack. We used the
following protocol to select our sample. First, the selection of a case was based on
prior knowledge, such as information assimilated from the press and social media.
Second, we searched information on Google using keywords such as “Epic fail”,
“Brand attack”, “Consumer complaint”. Third, on the base of our prior knowledge
and web data collection, we selected interesting cases (e.g., contrasting and extreme
cases; cases which belong to different industries) instead of typical, average cases in
order to explore cause changes in the characteristics and specificities of the object
study.

3.1 Case Description

In this paragraph we introduce the four identified case studies. Specifically, the
attention is focused on the event that triggered the consumer attack.

Case A On August 24, 2017, Carpisa—an Italian manufacturer and retailer of
luggage, handbags, wallets and accessories with over 600 direct stores world-
wide—announced the contest campaign “Vinci con Carpisa” (Win with Carpisa)
to win a month internship in their Marketing and Advertising Department. In order to
participate to this challenge people aged between 20 and 30 needed to buy a
women’s bag of the new collection 2017/2018 and then submit for free a marketing
plan using a dedicated landing page. This campaign produced among consumers and
the internet users a profound sense of anger, irony and indignation, because they
considered Machiavellian and immoral the idea behind the “competition”, namely
that the work is a “prize to be won” or that to get a job opportunity you have to “pay”
something, in this case a bag.

Case B For Christmas 2017, the Danish jewellery brand Pandora launched on
billboards at Milan’s metro stations an ad that asked whether a woman would be
happiest receiving an iron, pyjamas, an apron or a Pandora bracelet for Christmas.
But rather than inspire customers, the ad prompted an outburst of negative comments
and parodies, generated by the presence of sexism and gender stereotypes in the
message of the advert. On social media the campaign was branded as outdated. A
user posted on Facebook that not all women are housewives and that do exist female
scientists too. Another user in order to express outrage wrote: “Welcome to the
Middle Ages.” Others called on the advert to be withdrawn.

Case C On August 27, 2017Motta—an Italian brand operating in the food industry,
owned by Bauli Group—launched a Tv advertising campaign for the breakfast snack
Buondì. The first episode of Buondì’s multi-subject campaign shows a smiling little
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girl who is asking to her mother a breakfast that combines lightness and greediness.
The mother, who is happily adorning a table in the garden with flowers in bloom,
replies: “Such kind of breakfast doesn’t exist, my dear! Might an asteroid hit me if it
does.” In the next scene the mom is killed by an asteroid impact. This Tv ad
immediately underwent many criticisms on social media. According to their moral
principle, some consumers considered the spot “cruel”, “terrible”, “non educa-
tional”, “non-ironic”, “dangerous” and “sad for all those children who lost a parent”.

Case D On November 2017, “Essere animali”, an activist group, launched on
Change.org an online petition addressed to the Marketing Director of Selex
Group, the third-largest distributor in Italy with a number of branded products
which exceeds 5000 (http://www.selexgc.it/interno.aspx?id¼212&lng¼1.
22 December, 2017). The objective of this petition was to invite Selex Group to
stop selling foie gras in its stores. For animal activists foie gras production is
controversial because ducks and geese are kept in small cages and force fed with
pipes. As a consequence of this attack, Selex Facebook page was flooded with the
following consumers’ automated message: “Selex, fai la scelta giusta! Metti il Fois
Gras #ViaDagliScaffali” (Selex, make the right choice! Take the Foi Gras
#AwayFromTheShelves”).

3.2 Data Collection and Analysis

Data were collected principally from Facebook and Twitter. To quickly capture
content concerning the case A, B, C, D we used Ncapture, a web browser extension
of the qualitative data analysis software NVivo. To carry out a detailed evaluation of
the collected data, we applied the social media analytics procedure (Abrahams et al.
2015; Fan and Gordon 2014). Following this general schema social media content
can be seen as consisting of the following components: linguistic features (i.e.,
unique words, phrases, noun phrases, or named entities), semantic features (i.e.,
words, topics and semantic relationships between linguistic entities), social features
(i.e., the number of messages, posts, or comments), sentiment features (i.e., positive/
negative valence of a post, user ratings), and its source (the author of the content).

With regard to data processing, the first step was to find out consumer anti-
branding behaviours, thus we focused mostly on consumer-generated content’s
semantic features and sentiment features. According to the taxonomy introduced
by Hegner et al. (2017), we analysed the determinants of brand hate. From the
semantic and sentiment analysis emerged that in the cases A, B, C, D the main
consumers’ motivation to engage in anti-brand behaviour is related to ideological
incompatibility.

The next step was to study how in the cases A, B, C, D the brand responded to the
online attacks. From the analysis of the Case A emerged that Carpisa did not reply to
those web users who disapproved the Contest “Vinci Con Carpisa”. This excessive
silence is perceived in a negative way. Some web users in fact make notice to the
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brand that they deserve the same attention of that given to the user who are asking for
information about the product availability and price.

In the Case B the company issued a statement on its Facebook page in an attempt
to explain the message behind the large billboard in the Milan’s Subway. Addressed
to “Pandora Lovers”, the company wrote: “Many of you have seen our 2017
Christmas campaign, and the billboards across Italy. We note that the message has
been misunderstood and want to explain it better. Pandora has always cared about
women and this year we want them to find the perfect gift under the tree. How many
of us receive presents we don’t want? This initiative was borne out of research which
showed that most women get the wrong gift at Christmas.” But as the condemnation
became more widespread, the company later stressed its point in another statement:
“Our aim was to give a nod to the stereotypes we’re all familiar with in an ironic and
playful way, with the intention to make you smile and absolutely not to cause
offense.”

In the Case C the community manager of Buondì Motta Facebook page paid
attention to every negative comments and replied to each one with the same ironical
tone of voice of the Tv spot. For example in response to the comment: “Your irony is
non educational. Change advertising agency. As a consumer, I feel offended” the
community manager wrote: “There are many kinds of irony: we play on the absurd.
How many times have you seen asteroids hit the earth?”

In the Case D the company published on its Facebook and Twitter page a very
simple image containing a text message about the decision to stop selling foie gras.

Finally, for each one of the brand reaction strategies identified in the case A, B, C,
D we assigned a verbal label in order to develop an initial taxonomy. The labels
associated to each case are the following: ignore (Case A); apologize (Case B); start
a dialogue with trolls and haters (Case C); change behaviour (Case D).

4 Conclusion and Implications

Previous research about branding in the digital era enables an exhaustive under-
standing of the core mechanisms and risks of social media for brands, but does not
explain the underlying mechanisms of strategies in reaction to consumers brand
attack. Thus, the overall intent of this multiple case study exploratory research is to
address this knowledge gap developing a preliminary analysis of the possible
reaction strategies. From the analysis of the cases A, B, C, D we extrapolated an
initial taxonomy of brand reaction strategies: (1) ignore; (2) apologize; (3) start a
dialogue with trolls and haters; (4) change behavior. Interestingly, start a dialogue
with trolls and haters and change behavior appeared more effective in mitigating
consumers’ attacks. React quickly and with the adequate tone of voice should
represent a winning move in order to protect online reputation and brand credibility.
The case of Buondì Motta shows that brand awareness might even increase, when
social media users perceive the brand’s reaction as fair, pertinent, and professional
(i.e., a facebook user writes: “ [. . .] Comunque grazie per le risposte a tutti. Va
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benissimo parlare e scambiarsi le idee. I social servono anche a questo”, “[. . .]
Anyway thanks to give an answer to everyone. It’s good to talk and exchange
ideas. This is the real purpose of social media.”).

Selex Group after having been attacked by social media users announced with an
image on Facebook and Twitter that they would change their marketing behaviour
and stop selling foie gras. This strategy immediately stopped the group of activists
who started commenting this post with positive statements such as “Complimenti
Selex per aver fatto la scelta giusta e aver tolto il Foie Gras dagli scaffali
#ViaDagliScaffali!” (Congratulations Selex for making the right choice and remov-
ing Foie Gras from the shelves #AwayFromTheShelves); “Grazie Selex per aver
fatto la scelta giusta. In qualità di clienti vigileremo che l’impegno sia rispettato
#ViaDagliScaffali” (Thanks Selex for making the right choice. As customers we will
ensure that the commitment made will continue to be respected
#AwayFromTheShelves).

Ignoring negative consumer-generated content like in the Case A is less
recommended, because consumers accusations may spread rapidly across the web
and acquire credibility and authority if they are not contrasted.

Finally, a strategy that includes an apology as in the Case B should work if the
excuses are based on rational arguments. Pandora’s excuses are not solid enough to
prevent a reputation damage to the respective brand. Pandora campaign is the result
of a superficial approach to marketing communication, there are no good excuses for
this mistake, as we can see from the following consumer comments: “Cara Pandora,
noi preferiamo i regali sbagliati ai messaggi sbagliati... i primi possono non essere
particolarmente graditi, i secondi sono veramente sgraditi, ritirate la campagna [...]”
(Dear Pandora, we prefer the wrong gifts to the wrong messages... the former may
not be particularly welcome, the latter are really unwelcome, remove the campaign
[. . .]); “Avreste fatto più bella figura a chiedere scusa per la caduta di stile senza
cercare giustificazioni che non stanno nè in cielo nè in terra! La vostra campagna è
estremamente offensiva sia per le donne (stereotipate “lava e cucina”) che per gli
uomini (tutti trogloditi vero?).” [You would have done better to apologize for the fall
of style without seeking justifications that are neither Heaven nor Earth! Your
campaign is extremely offensive for both women (stereotyped as housewives) and
for men (all troglodytes, isn’t it?)].

These findings have some managerial relevance and practical implications. First,
the analysis of the case studies emphasizes that the technology that was supposed to
empower marketers has empowered consumers (Fournier and Avery 2011). This
means that web users can communicate on social media their dissatisfaction and
anger to a vast audience and thereby be a threat for the brand. Second, the findings
highlight that brand managers need to start questioning traditional branding
approaches that put emphasis on mass media techniques. Specifically, in order to
build strong brand equity and driving sales, companies need to concentrate on a new
list of practices such as listening to consumers, monitoring social media, create
authentic brand narratives and engagement strategies, adopt content and online PR
activities.
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To conclude, we recognize that this research has some limitations. First, it focuses
only on Italian cases, therefore a suggestion for future inquiry is to extend the
research to other countries, in order to verify if cultural differences exist both in
the nature of consumers’ attacks and brand reactions. Second, our findings are the
results of observation of events and actions. In order to test the robustness of the
findings, for future research we could utilise financial data to forecast the conse-
quences of anti-branding phenomena and the effective validity of the strategies that
could help the brand to mitigate consumers attack on social media.
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The Challenges of Digital Transformation
for Fast-Fashion Brands: A Proposal
for an Operational Tool to Measure
Omni-Channel Integration

Marta Rey-García, Ana Regueiro Otero, and Vanessa Mato-Santiso

Abstract With the rise of mobile technologies and social networks, a new, growing
segment of smarter, digitally-connected, price-minded consumers has emerged.
These new consumers use multiple shopping channels to obtain the product or
service they want, at the right time and at the desired price. This impact of digital
transformation on retailing customers is particularly acute in the case of fast-fashion
brands, and is forcing them to move from a multi-channel paradigm into an omni-
channel one. In this new omni-channel context, the different channels fashion brands
use tend to interact with each other, as they are simultaneously and indistinctly used
by customers in any phase of the purchasing process, from browsing to point of sale
and beyond. Furthermore, omni-shopping customers expect consistency and timeli-
ness across both online and offline channels in terms of a seamless customer
experience. They want to engage in a personal conversation with fashion brands
through a flux of inadvertent and intentional interactions, that combine instrumental
and expressive, individual and community dimensions, across a diversity of chan-
nels and touch points. This paper identifies the main challenges that fast-fashion
retailers face when trying to turn the combination of multiple channels into truly
integrated omni-channel strategies, and proposes a simple operational tool to assess
the extent to which fast fashion companies are behaving under an omni-channel
paradigm from the point of view of the consumer doing a purchase.
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1 Introduction

In recent years, increased digital density—the total number of people, things and
processes with persistent connections to the Internet per unit of social activity
(Káganer et al. 2013)—has transformed consumer behavior, with a growing number
of smarter, digitally-connected, price-conscious consumers that use multiple shop-
ping channels to obtain the product or service they want, at the right price, and at the
right moment (Aubrey and Judge 2012). Retailing brands are reacting accordingly,
under the broader, disruptive effects of digital transformation, understood as a deep
social change, which encompasses both the behavior of people and organizations
and the relationships between them and objects (Káganer et al. 2013). From the year
2000 onwards, with the peak of new digital and mobile channels and social net-
works, the concept of multi-channel emerges as the strategy where products or
services are delivered or divided through at least two different channels (Katros
2000; Easingwood and Coelho 2003). Namely, multi-channel strategies by retailing
brands are based on the management and use of several channels for sale, both
offline and online. Under this paradigm, the objectives and the treatment of the
information of the multiple channels are managed independently from each other.

However, we nowadays observe a transition towards an omni-channel paradigm,
defined as the synergistic management of all the channels and touch points available
with the stakeholders. Touch points are “short, unidirectional or bidirectional inter-
actions, between consumers and companies, and the exchange may be more super-
ficial or more intensive” (Verhoef et al. 2015, p. 176). Omni-channel strategies try to
optimize consumer experience across channels and touch points taking into account
that they interact with each other and are used interchangeably by consumers to take
any action (Verhoef et al. 2015). An omni-channel strategy implies the full integra-
tion of the offline and online shopping experience, and it represents the ideal strategy
to offer various channels regarding the latest developments of consumer behavior
(Mirsch et al. 2016). Thus, omni-channel strategies also entail a huge opportunity for
companies and brands to re-invent the physical store so that it actively contributes to
driving growth. Instead of seeing e-commerce and online channels as a threat to the
traditional retail networks, brands need to build a strategy that supports and lever-
ages the physical channel as part of an integrated ‘omni-channel ecosystem’ (Aubrey
and Judge 2012).

2 The Impact of Digital Transformation on the Strategy
of Fast-Fashion Brands

The fast fashion industry is based on a business model that mainly consists of
“keeping clothing styles up-to-date and prices down” (Caro and Martínez-De-
Albéniz 2014, p. 59). Thus, fast fashion retailers compete on both price and product
freshness. In this industry, consumers expect a high rotation in products (especially
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young people, who demand new products at least each week), low prices, and
reduced waiting times, among other benefits. In particular, the value proposition of
fast fashion is supported by two basic elements: a quick response in the production
side, and a dynamic assortment planning with frequent changes. A fast fashion
retailer that offers a quick response has a flexible supply chain and can order stock
very frequently (not only before each season), taking advantage of any available
information from current and potential consumers. However, these companies have
higher production costs in comparison with traditional retailers (Caro and Martínez-
De-Albéniz 2010).

Effects of digital transformation are already evident at every step of the value
chain of fast fashion brands, starting with the design phase. Unlike the traditional
model, the main goal of fast fashion companies is to respond to nascent demand
trends, providing the products very rapidly in order to capture the maximum value
from early-adopting, fashion-minded consumers. Due to the necessity of finding out
the preferences of consumers and reacting to them in the shortest time possible, big
data analysis of real-time, multi-channel browsing and sales information becomes a
key mechanism for increased efficiency of the design and production phases,
ultimately reducing time to market.

Secondly, digital transformation is revolutionizing production processes. The
combination of digital and radio-frequency identification (RFID) technologies offers
the greatest promise for guaranteeing product traceability across the supply chain
and overall sustainability of fashion brands, improving consumer satisfaction
(Garrido Azevedo and Carvalho 2012). On the one hand, reputational risks of global
fashion brands have shot up due to increased digital density; on the other hand,
sustainability is increasingly appreciated by fashion customers.

Finally, and moving downstream, the behavior of consumers and the way they
purchase from fashion brands has changed completely in the digital age. On the one
hand, purchase channels such as online private shopping clubs, online stores, and
social media have rapidly gained ground. Fast fashion sales through the Internet
have increased due to the growing penetration of the network, the increase in
confidence in online transactions and the development of customized online offer-
ings. Mobile apps, in particular, are booming. Therefore, online channels entail both
a great opportunity and an enormous challenge for fast fashion brands (Deloitte
2013). On the other hand, the brick and mortar store is also undergoing its own
process of digital transformation, taking advantage of new in-store digital technol-
ogies such as mobile payment, free-wifi, PDAs, beacons, sensors, virtual dressing
rooms, virtual shopping assistants and personal shoppers, digital signage, augmented
reality, virtual reality, interactive windows, near field communication, or virtual
mannequins. According to Rey-García et al. (2017, pp. 317–318), the “effects of
these disruptive innovations do not necessarily imply the death of the physical store,
but may enhance its contribution to the creation of value for consumers”.

The Challenges of Digital Transformation for Fast-Fashion Brands: A. . . 97



3 The Challenge of Becoming Omni-Channel Fashion
Brands

In recent years, and beyond the overall effects of digital transformation on the way of
doing business around the world, a further wave of digitalization has been detected
in marketing and retailing that entails specific challenges in the interface with end
consumers (Leeflang et al. 2014). In the particular case of fast fashion retailers, the
technological convergence of different digital technologies in mobile devices such as
smartphones compounds with the transformation of the patterns of relationship
between global brands and empowered, self-expressing customers and the relevant
role of influencers—namely through social media and blogging—. Fashion con-
sumers are forcing brands to move from a multi-channel to an omni-channel retailing
model, where different online and offline channels are integrated and consumers
seamlessly navigate across them in their information search and purchase processes
(Verhoef et al. 2015), fulfilling both instrumental and expressive, individual and
community dimensions. This new paradigm poses the following relevant challenges
for fashion brands.

3.1 Distribution Systems

Becoming omni-channel may require integrated distribution systems to satisfy
increasingly impatient customers. On the one hand, using an integrated distribution
system instead of the two existing distribution systems—the retail distribution
system and the consumer distribution system—may reduce the distribution cost by
up to 44%. On the other hand, it may become necessary to use the same fleet of
vehicles to distribute the products ordered through online channels and the products
required by the stores (Abdulkader et al. 2018).

3.2 Information Systems

Omni-channel strategies require advanced data management in real time in order to
understand behaviors and create predictive patterns with the information of con-
sumer interactions. Taking advantage of the information provided by consumers
over the Internet, including online customer reviews—the largest focus group-, is a
key element to improve products based on consumer needs and overall customer
experience. Information and communications technology (ICT) can help fashion
retailers in analyzing data about consumer behavior to develop more effective omni-
channel strategies from a consumer perspective (McCormick et al. 2014).
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3.3 Interactive Contents and Social Media

According to a recent report for the Spanish fashion industry (Deloitte 2013), one of the
main challenges fast fashion brands face consists of designing a omni-channel strategy
that is consistent across the different online platforms where bidirectional interaction
with customers takes place, such as socialmedia, blogs or forums. On the one hand, it is
necessary for consumers to experience a harmonious interaction through the different
channels and to perceive that they are always interacting with the original brand,
regardless of the channel or touch point (Deloitte 2016a). Consumers want to feel
they engage in a personal conversation with brands, so that they express their values
and preferences, while the fashion retailer listens to them and responds to their needs by
providing engaging offerings. On the other hand, information contents and services
must be consistent through different channels, so that a consumer can do any action
through any channel and at any time (Beck and Rygl 2015), without having to enter the
information multiple times. They must also be timely to avoid lost sales in the face of
the impatience that characterizes omni-shoppers, including a post-sale service with an
almost immediate response, building on information that was already collected, in
response to queries or interaction prompts with consumers (Deloitte 2016a).

3.4 Physical Stores

In the new omni-channel ecosystem, the different channels interact with each other
and they are simultaneously and indistinctly used in the information search process
and in further steps of the purchasing process. Digitally transformed physical stores—
those integrated with online channels and digital technologies—can improve both the
performance across the different channels, as well as the consumers’ overall shopping
experience. Applying omni-channel strategies in physical stores therefore implies
integrating its management with the other channels and touch points, under common
objectives and shared information. For example, consumers may browse the physical
store for product information, and simultaneously use their mobile devices to search
for more information about similar products, offers available, as well as more attractive
prices (Verhoef et al. 2015). Thus, the conventional divisions between interactive
communication channels (bidirectional) and traditional mass communication channels
(unidirectional), physical and virtual channels, become blurred.

3.5 Measurement and Evaluation

The increase in the variety of channel formats, coupled with the evolution frommulti-
to omni-channel strategies in the last decade, has made purchasing more convenient
and comfortable for consumers; while at the same timemaking the selling processmore
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difficult to control and manage for retailers. Selecting the right combination of metrics
to identify the contribution of each channel at each step of the purchasing process, and
at the same time quantify their overall contribution to conversion rates is essential to
enable their integrated management. On top of specific metrics for e-commerce and for
the physical store (e.g. conversion rates), multi-channel fashion brands must measure
their digital and mobile influence factors. The digital influence factor is defined as the
percentage of brick-and-mortar sales that is influenced by the use of any digital device
by consumers (PCs, tablets, smartphones, wearables, or in-store digital technologies).
The mobile influence factor is the percentage of off-line sales that is influenced by the
usage of any mobile device with web access, smartphones included (Deloitte 2016b).
Conversely, the contribution of physical stores to online sales should also bemeasured.
Therefore, fashion brands should find the appropriate specific metrics that facilitate the
analysis of performance across both the general objectives of the brand and each of its
different channels (Ailawadi and Farris 2017).

4 Proposal of a Tool to Measure Omni-Channel in Fast
Fashion Industry

In order to assess the extent to which fashion brands are adopting omni-channel
strategies from the perspective of end consumers, we propose a simple measurement
tool based on a “pseudo-purchase” or “mystery shopper” approach. It should be
highlighted that, unlike consumer-satisfaction surveys, the mystery-shopping
approach is used to measure the process rather than the outcomes of a service. The
emphasis is on the service levels, focusing on activities and procedures that do or do
not occur, rather than gathering opinions from consumers about the service experi-
ence (Wilson 2001). The proposed operational tool envisions omni-channel strate-
gies as the latest evolutionary stage of multi-channel fashion brands. It tries to
evaluate the extent to which the promise of a consistent purchasing experience
regardless of the channel used is actually offered through a test of the occurrence
and functioning of levels of service under different multi-channel scenarios.

The tool considers two channel types: online channel (website or mobile app) and
offline channel (physical store). Thus, testing it to its full capacity requires user
registration through the online interfaces. It then simulates four scenarios for a
purchasing experience, depending on the combination of channels and online access
devices that are utilized, that we consider critical to assess omni-channel integration:

1. Buying through the website, collecting at home and returning at the physical store
2. Buying through the mobile app, collecting at home and returning at the physical

store
3. Buying at the physical store and returning through the website
4. Buying at the physical store and returning through the mobile app

Under each of these scenarios, the tool helps testing whether consumers can really
carry out any action of the purchasing process (buying a product, returning a product,
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etc.) through any channel (offline, online) in a consistent way. In order to achieve that
goal, it considers a series of channel-specific indicators (test questions) that measure
different levels of service. These indicators help assess whether the action undertaken
by consumers through different channels can result in similar benefits.

Online consumers cannot observe the true color or touch the product, thus, it is
important that companies ensure that products sent are in perfect conditions and
carefully presented, as well as keeping waiting time at a minimum. Thus, the indicators
proposed for scenarios 1 and 2 emphasize product delivery and presentation conditions,
waiting times and timely follow-up of online orders, while assuring the same consis-
tency in the case of in-store returns. The idea is that uncertainty is reduced and physical
aspects enhanced so that overall purchase experience is coherent with fashion brand
positioning. By contrast, when buying in a physical store, consumers can touch the
product, check whether it is in good conditions, and obtain it immediately. Thus, the
indicators proposed for scenarios 3 and 4 focus instead on the extent to which the brick
and mortar store integrates digital technologies to enhance customer experience while
buying at the store, and allows clients to seamlessly commute to the digital realm after
the sale and return the product with one single click. Regarding the measurement scale,
a simple color-coding may be used to indicate whether the service is offered and is
functioning correctly (green), the service is offered but does not correctly function or is
poorly operationalized (orange), or the service is not offered (red). The basics of the
operational tool are synthesized in Table 1.

Table 1 An operational tool for measuring the implementation of omni-channel strategies in fast
fashion brands

Multi-channel
combinations Purchasing experiences Omni-channel indicators

Click online, col-
lect at home, return
in-store

Scenario 1: Purchase
through website, collect at
home, return at the physical
store

✓ Is an order confirmation sent by email?
✓ Is order delivery followed-up by email?
✓ Is waiting time acceptable?
✓ Does the product arrive in good condi-
tions?
✓ Is the product carefully presented?
✓ Is the return procedure in the physical
store agile?
✓ Is a return confirmation sent by email?

Scenario 2: Purchase
through mobile app, col-
lect at home, return at the
physical store

Buy at store, return
online

Scenario 3: Buy at the
physical store, return
through the website

✓ Are there devices in the store that allow
consumers to access the digital catalog of the
collection?
✓ Are there devices in the store that allow
consumers to buy online?
✓ Is there free Wi-Fi connection in the store?
✓ If consumers ask for a product that is not
available at the store, does the staff offer to
buy it online?
✓ Can consumers manage their online
orders from the physical store?
✓ Can consumers manage returns through
the website or the mobile app?
✓ Is a return confirmation sent by email?

Scenario 4: Buy at store,
return through mobile app
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5 Empirical Testing of the Proposed Tool and Future
Research

The tool will be tested under the two multi-channel combinations and four purchas-
ing experience scenarios included in Table 1 for three fast-fashion retailing brands:
Zara, Mango and H&M. More specifically, pseudo-purchases will be performed
through their websites, mobile apps and comparable physical stores. The tool can
thus be used to benchmark a fashion brand with its competitors and may be custom-
ized to include additional stages of the purchasing process, thus helping retailers to
identify opportunities for improvement towards a true omni-channel integration. A
natural extension is to include other phases or actions involved in the purchasing
process with their corresponding multiple channel combinations (e.g. click online,
collect at store, return online). In particular, it would be interesting to consider the
browsing stage in further depth, as on the one hand, it is a complex process in itself
that includes developing awareness about the product, searching for information on it,
evaluating and selecting alternatives and, eventually, interacting with the product in a
physical way. On the other hand, multiple channel combinations are also possible
(e.g. browse in-store, click online; browse online, buy in-store. . .).
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Does Culture Affect Consumer Behaviour,
When Shopping On-Line?

Adnane Alaoui and Donata Vianelli

Abstract On-line retailers have to decide whether to standardize or adapt their
marketing strategy to the foreign consumer markets. The objective of this article is
not only to locate differences in on-line shopping behavior between English, Italian,
and Chinese consumers, but also to explain these differences, through cultural
dimensions. A discriminant analysis was conducted on English, Italian and Chinese
consumers, based on eighteen behavioral variables, to illustrate the effect that a
change of culture would have on a consumer’s on-line shopping behavior. The
behavioral variables were classified in a descending lexicographic order of their
discriminating power, between these cultures. After running the discriminant anal-
ysis, a factorial analysis of the eighteen behavioral describers was also run, to
organize the latter into a smaller number of factors that are mutually exclusive,
and very exhaustive. Factorial analysis identified five distinct factors that point out
differences between the three countries, underlining that on-line retailers cannot
duplicate abroad their home marketing strategy, because the needs e-shoppers wish
to fulfill diverge between these markets.

Keywords Culture · Cross-cultural · On-line shopping · Consumer behavior

1 Introduction and Literature Review

The global expansion of firms in general and retailers in particular, has been
facilitated by the development of e-commerce technologies and the growth of
consumer on-line shopping in different countries. This was achieved by overcoming
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geographical remoteness that is often perceived as a barrier to internationalization,
through increasing the efficiency of the global supply chain, and strengthening the
image of global brands across different countries (Lancioni et al. 2000; Gregory et al.
2007; Alon et al. 2016). From a marketing perspective, in recent years both manu-
facturers and retailers have had the possibility to become e-retailers, targeting
consumers in different countries and selling their products through online stores.
An increasing number of online shoppers accompanies the positive trend in the
number of e-retailers. Some recent statistics show that in 2021, the number of global
digital buyers will be over 2.14 billion people, up from 1.66 billion people shopping
online in 2016 (Statista 2018a, b). However, despite the global growth of online
shopping, one can still note a very pronounced divergence between countries, in
terms of in the percentage of people that shop on-line. Asia has the highest number of
internet users (almost 2 billions), but with a penetration rate of 49.7 only, followed
by Europe (659.6 millions), Latin America/Caribbean (404.2 millions) and United
States (320.0 millions) with a penetration rate of 80.2%, 62.4% and 88.1% respec-
tively (Internet World Stats 2018). The European market is more heterogeneous, and
differences between countries are significant. According to Eurostat (2018), the
highest percentage of e-shoppers can be found in United Kingdom (82% of the
population), followed by North European countries, while the lowest percentage can
be found in Italy (32%), Bulgaria (18%), and Romania (16%).

Despite the increasing number of consumers doing online shopping, studies on
this area are still limited and researchers have called for more research (Ashraf et al.
2017). This is particularly evident in a context of cross-cultural analysis of consumer
behavior. In fact, in a context of e-shopping, e-retailers’ strategies would not only be
affected by the different adoption rates across different countries (Ashraf et al. 2014),
but also by cultural differences that shape e-shoppers’ behavior. More specifically,
when considering the role of national cultures on technology adoption, two of the
Hofstede strongest statements are related to uncertainty avoidance and individual-
ism/collectivism. Hofstede (2001) defines uncertainty avoidance as a dimension that
reflects the extent to which the members of a culture feel threatened by ambiguous or
unknown situations; individualism is defined as the degree of interdependence a
society maintains among its members: in individualist societies people are supposed
to look after themselves and their direct family members, while collectivistic soci-
eties are strongly connected with a group (extended family, friends, colleagues, etc.).
According to Choi and Geistfeld (2004), in a context of online-shopping higher
levels of uncertainty avoidance may result in higher levels of perceived risk,
reducing the likelihood to adopt online shopping as a medium to acquire products.
Similarly, greater collectivism may facilitate the use of e-commerce, because the
in-group collectivistic approach may lead to sharing opinions and information,
decreasing the perceived risk associated with shopping online.

In conclusion, on-line retailers must decide whether to standardize or adapt their
marketing strategy to the foreign consumer markets, when considering going global,
as the adaptation/standardization dilemma plays a central role in the internationali-
zation of retailing (Alon et al. 2016). The objective of this article is not only to locate
differences in on-line shopping behavior between English, Italian, and Chinese
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consumers, but also to explain these differences, through cultural dimensions such as
Hofstede’s cultural indexes and Wursten and Fadrhonc’s (2012) regional clusters.

2 Research Methodology

A discriminant analysis was conducted on English, Italian and Chinese consumers,
based on eighteen behavioral variables, in order to illustrate the effect that a change
of culture would have on a consumer’s on-line shopping behavior. Concerning the
analysis, the behavioral variables were classified in a descending lexicographic order
of their discriminating power, between these cultures. After running the discriminant
analysis, a factorial analysis of the eighteen behavioral describers was also run, to
organize the latter into a smaller number of factors that are mutually exclusive, and
very exhaustive.

With respect to sampling, 1161 respondents were analyzed, more specifically,
443 Italian consumers, 250 British consumers, and 468 Chinese consumers. A mixed
method was used in the sampling procedure, as a non-probabilistic method was used
in selecting English participants through convenience sampling, while a probabilistic
procedure was adopted in both Italy and China, namely cluster sampling. The
samples collected were calibrated to ensure they were demographically balanced,
so that a difference in the results between the countries studied would more likely be
due to a cultural difference than to a demographical difference. Finally, the ques-
tionnaire was written originally in English, and then translated to both Italian and
Chinese.

We decided to investigate these countries for two reasons. First, China, Italy and
England provide a diverse set with varying levels of Hofstede’s cultural dimensions.
Individualism in China has a score of 20 (being a collectivistic society), while in
Italy and England the score is 76 and 89 respectively, showing the presence of a
highly individualistic culture. Please note that in most of our interpretation, we are
not making a distinction here between the North and the South of Italy, as they are
similar with respect to all cultural indicators (Wursten and Fadrhonc 2012), except
for individualism, where the former is more individualistic than the latter.
Concerning uncertainty avoidance, China is more similar to England, with a score
of 30 and 35 respectively, while Italy has a score of 76. Not only the selected
countries are culturally different, but they also have a different degree of maturity of
online shopping, as pointed out in the introduction. The second reason for studying
these three countries is the fact that they belong to different geographic clusters, as
England is part of the “Contest” cluster, China is part of the “Family” cluster,
Northern-Italy is part of the “Solar” cluster, and Southern-Italy is part of the
“Pyramid” cluster (Wursten and Fadrhonc 2012), which suggests potential cultural
differences.

The research objective is both “descriptive”, because the study describes con-
sumers’ on-line shopping behavior in each culture, and “causal”, because it inves-
tigates the cause-to-effect relationships between culture and on-line shopping
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behavior. The variables/questions introduced in this study were selected based on
their aptitude to point-out the effect of culture on on-line shopping behavior, as will
be developed under the “findings” section. The research approach adopted is a
survey that uses a questionnaire as an instrument. Four types of scales were used
to measure eighteen behavioral variables. The first one is a Likert scale to measure
respondents’ opinions, where “5” stands for “strongly Agree” and “1” for “strongly
disagree”, and was used for instance to measure the variable “Knowledge of a
specific Brand would increase my confidence in buying it online”, which falls
under the second factor as can be seen on Table 1. The second scale measures the
likelihood of an event happening, where the probability of the event of interest
occurring ranges from 0 to 100%, and was used for instance to measure the variable
“How Likely would you be influenced by Family when shopping online?”, which
falls under the third factor as can be seen on Table 1. Then, the third type of scale is
built on a polarized continuum, where “5” and “1” are the positive and the negative
ends respectively, and was used for instance to measure the variable “What product
quality are you Expecting from an On-Line Purchase?”, where “5” and “1” meant
“High” and “Low” Product Quality, respectively. Finally, the fourth type of scale is
built on a continuum from “1” to “4” where respondents were given four choices of
answers, and “4” stands for the highest answer possible, while “1” stands for the
lowest, as is the case for the variables “How much do you spend on average for
online shopping per month” (Under first Factor—see Table 1), “What is your
expectation for delivery time?” (Under fourth Factor—see Table 1), or “How often
do you shop online?” (Under First Factor—see Table 1). A respondent that has code
“3” for his/her answer to the latter question for instance would mean that s/he shops
more frequently on-line than a respondent that has code “2”.

3 Findings

Factorial analysis revealed that five distinct factors of on-line shopping behavior
were being compared between the markets stated above (Table 1).

Indeed, the First factor “Usage of, and familiarity with on-line shopping” differ-
entiated between English and Chinese consumers. For instance, for the variable “To
what extent people prefer on-line shopping to physical stores” (PreOnli), as
MeanPreOnli � England ¼ 3.42 > MeanPreOnli � China ¼ 2.73, on a scale, from “1” to
“5” (1 ¼ Strongly prefer physical stores, and 5 ¼ Strongly prefer on-line shopping).
This result is supported by the literature; As England is part of the Contest cluster
that is characterized by a high level of masculinity, it values decisiveness at the
expense of dialog and “growing insight” (Wursten and Fadrhonc 2012); as a result,
English consumers would appreciate limiting the human interaction with the vendors
(by shopping on-line), more than Italian and Chinese consumers would, as the latter
fall under societies with an average rather than high level of Masculinity.

Concerning the second factor that is “Trust & Product Quality Expectation, when
Shopping On-Line”, it differentiates between Italian consumers on one side, and
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Chinese and English consumers on the other side”, through its variables namely,
“payment security”, and “how knowledge of a brand, encourages its purchase
on-line” (BrdKno), as Mean BrdKno-Italy ¼ 4.00 > Mean BrdKno-England ¼ 3.05 ffi
Mean BrdKno-China ¼ 3.05 on a scale, from “1” to “5” (1 ¼ Strongly Disagree, and
5¼ Strongly Agree). Considering the literature the Italian culture is characterized by
high Uncertainty Avoidance Index (UAI), therefore one would expect Italian con-
sumers to have a lower trust in the payment system than both Chinese and English

Table 1 Group means and ANOVA’s P-values

Factors/Variables England China Italy ANOVA

First Factor: Usage of, and familiarity with, on-line shopping

Number of years of online shopping 2.25 1.75 2.02 0.000

How often do you shop On-Line? 2.59 2.35 2.60 0.000

To what extent do you prefer online shopping? 3.42 2.73 2.47 0.000

How much do you spend on average for online shopping
per month

2.29 1.92 1.73 0.000

Second Factor: Trust and product quality expectation, when shopping on-line

When shopping online, how confident are you that your
payment information is secure?

3.13 2.99 3.42 0.000

Knowledge of a specific Brand would increase my confi-
dence in buying it online

3.05 3.05 4.00 0.000

What product quality are you Expecting from an On-Line
Purchase?

3.29 3.47 3.68 0.000

Third Factor: Influencers of on-line shoppers

How Likely would you be influenced by Family when
shopping online?

0.57 0.37 0.22 0.000

How Likely would you be influenced by Friends when
shopping online?

0.63 0.52 0.40 0.000

How Likely would you be influenced by Social Media
when shopping online?

0.59 0.35 0.37 0.000

To what extent are you influenced by online advertising? 3.23 2.51 1.87 0.000

Fourth Factor: Purchase and post-purchase elements of on-line shopping

How much time does it take you to choose a product when
shopping online?

2.71 2.51 2.80 0.001

What is your expectation (acceptable standard) for deliv-
ery time?

3.27 2.01 3.24 0.000

How difficult is it to return a product Purchased On-Line? 3.42 2.71 3.06 0.000

Fifth Factor: Perceived competitive advantages of on-line shopping

How Likely would you Shop On-Line mainly to Save
Money?

0.47 0.27 0.51 0.000

How Likely would you Shop On-Line mainly to have a
Wider Brand Variety?

0.61 0.45 0.40 0.001

How Likely would you Shop On-Line mainly to Save
Time?

0.69 0.62 0.57 0.101

How Likely would you Shop On-Line mainly for its ease
in comparing products?

0.44 0.35 0.40 0.109
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consumers, that are part of cultures with a low UAI (Wursten and Fadrhonc 2012).
Surprisingly, our results show the opposite, as Italian consumers are more confident
about on-line payment security than English or Chinese consumers are, which
suggests further investigation to explain this discrepancy that could be due to a
non-cultural factor. On the other hand, Italian look for branded products more than
English or Chinese consumers, to decrease uncertainty about online shopping, which
fits our expectation.

The third factor that is “Influencers of on-line shoppers”, also differentiates
between English and Chinese consumers, through its variables namely, “Family’s
influence”(Family), “Friends’ influence”, “on-line advertising’s influence on on-line
shoppers”, and “social-media’s influence”. For instance, the probability that a
consumer from each country would choose family as a mean of influence was:
MeanFamily � England ¼ 57 % > MeanFamily � China ¼ 37%. In this case as well,
results require further analysis, as China is part of the Family clusters that is
characterized by a high Power Distance Index (PDI), where older people are
respected and there opinion heard (Wursten and Fadrhonc 2012), therefore, it is
expected that Chinese consumers would score higher on this variable than English
consumers, since they would value more their parents/family’s opinion when shop-
ping, which is not the case from our results! Is the new generation of Chinese
consumers changing a 1000 years old culture?

Concerning the fourth and the fifth factor, the results are split: According to the
discriminant analysis procedure, there are variables that differentiate between English
and Chinese consumers, such as the variable “difficulty to return products purchased
on-line”, that falls under the fourth factor that is, “Purchase and Post-purchase elements
of on-line shopping” (see Table 1). The other variable that differentiates between English
and Chinese consumers is “variety as a competitive advantage”, that falls under the fifth
factor that is, “perceived competitive advantages of on-line shopping” (see Table 1).
Contrarily, other variables of the fourth and the fifth factors differentiate between
Chinese consumers on one hand, and Italian and English consumers on the other hand,
such as the variables “time required to choose a product on-line” (Choosing) and
“expected delivery time” that fall both of them under the fourth factor, and “opportunity
to save money” (Save), that falls under the fifth factor (see Table 1). Indeed,
Mean Save-China ¼ 27% < Mean Save-England ¼ 47% ffi Mean Save-Italy ¼ 51%, while
Mean Choosing-China ¼ 2.51 < Mean Choosing-England ¼ 2.71 ffi Mean Choosing-Italy ¼ 2.80.
These results can be explained through cultural indexes. For instance, the variable
“Choosing”, was studied in this paper based on the following logic: The Solar or the
Pyramid clusters that Northern and southern Italians belong to respectively, tend to have
a higher UAI than in theContest orFamily clusters, that host the English and the Chinese
cultures, respectively (Wursten and Fadrhonc 2012). Since expressing emotions is more
common in societies with a high UAI (Wursten and Fadrhonc 2012), one would expect
Italian consumers to be more involved emotionally when shopping, and to pursue a
hedonic objective from their shopping experience, while the English and Chinese
consumers would be expected to be more utilitarian and interested in acquiring the
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product only. As a result, the latter should decide about their purchase in a shorter time
than the Italians would. Hence, our results confirm our expectation.

On the other hand, the variable “Save” that falls under the fifth factor, and
differentiates Chinese consumers from English and Italian consumers, can be
explained by the fact that China is part of the Family clusters that is characterized
by a high level of Collectivism, which makes Chinese consumers are more “Face-
conscious”, meaning that they fear “losing face” (Wursten and Fadrhonc 2012). As a
result, Chinese consumers would be less likely to admit shopping on-line in order to
save money, as a such declaration may make them lose face. This would explain why
China scores the least on this question, compared to English and Northern-Italian
consumers (where our respondents come from), that both tend to have a higher level
of Individualism.

It is interesting to note from the findings above, that with respect to certain
variables, English consumers are more similar to Chinese than to Italian consumers,
such is the case for the variable “BrdKno” for instance (see numbers under second
factor). While with respect to other variables, Italians consumers are more similar to
Chinese than to English consumers, such is the case for the variable “PreOnli”
among other variables, as can be seen from the numbers stated above. These results
question the assumption, and go against the expectation that countries that share a
geographical proximity would have a relatively similar consumer behavior.

Finally, there are variables that were not found to be significant in differentiating
between the cultures stated above, such as the “opportunity to save time” (Save-Time),
or the “ease to compare products” (ComProd), as the main reasons for shopping
on-line, which both fall under the fifth factor that is, the “perceived competitive
advantages of on-line shopping”. In fact, the probability that a consumer from each
country would believe that the variable “ComProd” is a main competitive advantage of
on-line shopping, is as follows:MeanComProd-England¼ 44%ffiMeanComProd-Italy¼ 40%ffi
Mean

ComProd-China
¼ 35%, while the numbers for the variable “Save-Time” are as follows:

MeanSaveTime� England¼ 69% ffi (MeanSaveTime� Italy¼ 57% ffiMeanSaveTime� China¼
62%). These results mean that all three cultures agree on the importance of “saving time”
as a competitive advantage of shopping on-line over shopping at a physical store, while
most consumers in these cultures do not view the “ease to compare products” as a main
competitive advantage of on-line shopping.

Another task the Discriminant analysis accomplishes is the prediction of people’s
group membership based on their answers to the survey. In other words, by merely
examining a person’s answers to the questionnaire, one could predict whether the
respondent is English, Chinese or Italian. This is equivalence to claiming that after
this Discriminant analysis, it is possible to know what to expect as a behavior, from
people belonging to each of these three cultures, with respect to the eighteen vari-
ables considered. The results show that 80.2% of respondents were classified
correctly, as English, Chinese or Italian, simply by scrutinizing the type of answers
they have provided in the survey. This is a good hit ratio, as it increases the
prediction accuracy by 47.2% compared to allocating people randomly to either
group, which would have resulted in a 33.33% chance of being part of either group
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of consumers, as this study considers three groups namely, English, Chinese or
Italian consumers. This prediction accuracy can be extended to the whole popula-
tion, and not remain restricted to respondents in the sample. To do so, a Leave-One-
Out validation method was used, and revealed that the accuracy for people out of the
sample will remain as high as 78.9%, which is still an increase of the prediction
accuracy by 45.9% compared to allocating people randomly (33.33% accuracy).

4 Conclusions and Practical Implications

On-line retailers cannot duplicate abroad their home marketing strategy, as most of
the needs e-shoppers wish to fulfill could diverge between markets. The fundamental
factors differentiating consumer’s online shopping behavior in different countries,
must be identified and taken into consideration when setting e-retailing strategies for
a foreign market, in order to decide about the degree of adaptation needed. While
several of the variables studied clearly applied to all product categories, a couple of
these variables could be the subject of future research to unveil to what extent the
latter could be industry specific. Nevertheless, both some specialized retailers, and
department stores with wide assortments, would value the results of this research as
it depicts divergences as well as similarities between the cultures studied, which
draws the line for where standardization of the on-line marketing strategies should
stop, and where adaptation should start.
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ConsumerMotivations for Click-and-Collect
and Home Delivery in Online Shopping

Maria-Jose Miquel-Romero, Marta Frasquet-Deltoro,
and Alejandro Molla-Descals

Abstract Multichannel retailers are implementing cross-shopping options such as
click-and-collect with the objective of better serving their customers. When con-
sumers shop online to multichannel retailers they usually can choose between home
delivery or click-and-collect (delivery at a nearby store). In this paper we investigate
the consumers’ motivations behind this choice. Our results reveal that click-and-
collect is explained by higher hedonic orientation whereas home delivery is
explained by convenience orientation. Immediate gratification, and perceived deliv-
ery risk do not play a significant role in the choice.

Keywords Online shopping · Click-and-collect · Home delivery · Consumer
motivations · Cross-channel

1 Introduction

The retail sector has undergone a digital revolution characterized by the addition of
online channels to the traditional physical channels. Integrating offline and online
channels has become a competitive priority for retailers if they want to reap the
benefits of the digital economy (Herhausen et al. 2015). Cross-channel integration
offers customers the possibility to combine offline and online channels during a
shopping journey, giving rise to patterns such as webrooming (search online and
purchase offline), showrooming (search offline and purchase online), or click-and-
collect (purchase online and collect in store) (Verhoef et al. 2007, 2015). Literature
has devoted enough research to analyse both consumer and channel factors that
affect consumer’s choice of channels for searching and purchasing, but the choice of
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delivery method in online shopping has received very little attention. The last mile or
golden mile, as it is named, is extremely problematic for retailers, as it is the process
of the entire logistics chain in ecommerce that is more expensive, more inefficient,
and has greater environmental impact (Brown and Guiffrida 2014). On this regard,
as Hübner et al. (2016) highlight, retail research requires an overall view of the
distribution concepts for direct-to-customer and store deliveries in omni-channel
retailing, as this overall picture is still missing in the literature.

In the current context, in which the customer has access to combine different
channels during the shopping process, the analysis of customer motivations seems
relevant. Motives, together with perceptions, learning and beliefs, are the psycho-
logical factors influencing the individual’s shopping choices (Schröder and Zaharia
2008). This paper analyses how consumer motivations, namely convenience orien-
tation, hedonic orientation, immediate gratification and perceived delivery risk,
influence the selection of the delivery method. To provide a deeper knowledge,
individual’s online experience is considered as a moderator of that influence.

2 Literature Review and Hypotheses Proposal

The term convenience was first introduced by Copeland in 1923 to refer to those
goods that customer purchases frequently and that are easily accessible at stores,
resulting in low risk or low involvement purchasing (Brown 1989). Parallel to this
product attributes-oriented approach to the concept, a service attributes-oriented
direction was also considered (Berry et al. 2002). This last approach is focused
mainly on time-saving and effort minimization when delivering service to customers
(Seiders et al. 2000, 2007). In the online setting, convenience is considered one of
the main motivations explaining online purchase adoption (Beauchamp and Ponder
2010; Jiang et al. 2013).

Convenience has also been related to purchase orientations. In 1986, Morganosky
defined the convenience-oriented consumer as the one that seeks to accomplish a
task in the shortest time with the least expenditure of human energy (p. 37). More
recent research suggests that convenience shoppers prefer online purchasing, as it
offers time and effort savings, flexibility and reduction in aggravation (Schröder and
Zaharia 2008; Girard et al. 2003). Linking this issue with the delivery method in an
online purchase, we could suggest initially that convenience oriented online shop-
pers will perceive click-and-collect as less convenient than home delivery, as the first
one is more related with traditional offline purchase that requires more time and
effort. With consumers being faced with increasing time constraints, home delivery
provides benefits to them from saving of time that would otherwise be spent driving
to a store and back (Bhatnagar et al. 2000). However, due also to those time
constraints that sometimes force individuals to be away from home till late, click-
and-collect could also be considered a convenient option, mainly bearing in mind the
extensive hours that many stores have today. Literature in consumer behaviour
suggests that convenience is a context-dependent perception (Jih 2007), therefore
both delivery options could be perceived as convenient. So:

116 M.-J. Miquel-Romero et al.



H1 There is a positive relationship between individual’s convenience orientation
and (H1a) the probability of choosing click-and-collect and (H1b) the probability of
choosing home delivery in an online purchase.

Earlier research focused on general shopping motives shows that consumers shop
not only for practical or utilitarian motives, but also for social interaction and
enjoyment (Tauber 1995). These social and enjoyment shopping motives, named
in literature as “hedonic” or “recreational” motives, include looking for social
experiences outside the home, communicating with others, status and authority,
emotional and social need for an interesting and enjoyable shopping experience
(Arnold and Reynolds 2003; Tauber 1995).

Research has related the use of non-store channels for purchasing to consumers
who enjoy shopping less, being the utilitarian shopping motive (i.e. accomplishing a
task) of more influence than the hedonic one (Childers et al. 2001). In the same line,
Balasubramanian et al. (2005) suggest that when consumers shop for socialization
and relaxation, the “atmospherics of the shopping environment” becomes a main
driver of channel choice (p. 14). In fact, shopping at a store provides greater social
interactions and entertainment, favouring hedonic experiences often unavailable
through other non-store channels (Dholakia et al. 2005). Frasquet et al. (2015)
show that hedonic oriented shopper will prefer offline to online shops for the search,
purchase and post-sales stages of shopping, as they value the increased opportunities
for enjoyment offered by the store. Based on this reasoning and placing our attention
in the selection of the delivery method when buying online, we hypothesize:

H2 (H2a) There is a positive relationship between the individual’s hedonic orien-
tation and the probability of choosing click-and-collect in an online purchase.
However, (H2b) there is a negative relationship between the individual’s hedonic
orientation and the probability of choosing home delivery.

Immediate possession refers to the instantaneous delivery of products or services
(Rohm and Swaminathan 2004) and it is linked with one type of utility habitually
attributed to channel intermediaries in favor of consumers: possession utility. Rohm
and Swaminathan (2004) stated that consumers motivated by immediate possession
will choose a conventional retail store format, rather than an online one. In the case
of traditional brick-and-mortar retailers, the possession utility is provided immedi-
ately, as the consumer has direct access to the product; however, in online shopping
this utility is delayed; consequently, online shopping results in delayed gratification
derived from delayed possession. In 1987 George identified that one of the negative
factors for in-home electronic shopping via videotext was elimination of instant
gratification. However, as far as we know, no author has researched the influence of
the motivation of immediate gratification on the delivery method chosen by online
shoppers. We believe that those online shoppers motivated by immediate gratifica-
tion will prefer click-and-collect, as the logistics to the store is perceived as straight-
forward option; however, the journey to the home of the buyer can be perceived as a
longer process, not only because of the distance and time involved, but also because
other agents (such as delivery companies) intervene, which can delay even more the
process. So, we suggest:
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H3 (H3a) There is a positive relationship between individual’s immediate gratifi-
cation orientation and the probability of choosing click-and-collect in an online
purchase. However, (H3b) there is a negative relationship between the individual’s
immediate gratification orientation and the probability of choosing home delivery.

Perceived risk has been traditionally researched when examining factors influenc-
ing consumer’s selection of various shopping media, highlighting that consumers
perceive more risk in in-home shopping, as online purchase is, than in in-store
shopping (Donthu and Garcia 1999; Schoenbachler and Gordon 2002). Baisch
(1993) classifies risk of in-home shopping in four types, referring to the delivery-
related risk as the customer uncertainty regarding his lack of influence on the
delivery process, e.g., on the delivery time, and on the correctness, completeness
and quality of the delivery. Analyzing the purchase situation, Schröder and Zaharia
(2008) identified that online customers have a significant lower delivery-related risk
aversion than store-oriented customers. Focusing our attention in the delivery
method and taking into consideration the previous results, it is reasonable to suggest
that those online shoppers with lower risk delivery perception will prefer home
delivery as they will not be so much afraid of the product not arriving in due time and
condition. On the other hand, collecting the products in the store offers more
guarantees of timely delivery and the possibility to solve the potential problems
with the product easier and quicker, as store personnel will be there to support the
customer. Accordingly:

H4 (H4a) There is a positive relationship between individual’s delivery risk per-
ception and the probability of choosing click-and-collect in an online purchase.
However, (H4b) there is a negative relationship between the individual’s delivery
risk perception and the probability of choosing home delivery.

But we can find support in literature about the influence of online experience on
the perceived risk of online channels: the risk lessens as experience of online
shopping increases (Miyazaki and Fernandez 2001; Vijayasarathy and Jones
2000). On the same idea, we suggest that online experience will moderate the
relationship between delivery risk perception and delivery method, so:

H5 The influence of individual’s delivery risk perception on the probability of
(H5a) choosing click-and-collect and (H5b) choosing home delivery, in an online
purchase will be higher for those shoppers with less online shopping experience,
than for those with higher online experience.

3 Methodology

A structured questionnaire with 7-point Likert scales was designed and used to
gather the information required to test the hypotheses. The target population were
multichannel shoppers in the apparel product category living in Spain. We got a final
sample of 702 respondents. Participants belonged to a nationwide online panel
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managed by a professional market research institute. All the scales were taken from
literature and adapted to the specific research problem. Convenience and hedonic
orientation as well as risk delivery perception scales were taken from Schröder and
Zaharia (2008) (5, 3 and 2 items respectively); a three-item scale adapted from Rohm
and Swaminathan (2004) measured immediate gratification orientation. The depen-
dent variables were measured with two single items capturing the likelihood to
choose click-and-collect and to choose home delivery in the next online purchase.
Online shopping experience was measured with an open question asking for years
and months.

4 Results

Before testing the hypotheses, psychometric properties of the scales were assessed,
exceeding all of criteria the minimum threshold suggested by relevant literature. The
theoretical model summarizing the proposed hypotheses was estimated separately
for each independent variable, probability of click-and-collect and probability of
choosing home delivery. Structural Equation Modelling using a robust methodol-
ogy, in EQS 6.1 was performed. Results are shown in Table 1.

Surprisingly, results from Table 1 suggests that the consumer’s motivations
considered are not, in general, good predictors of the delivery method consumer

Table 1 Hypothesis testing

Hypotheses Structural relationship β t value Contrast

Click-and-
collect

H1a Convenience Orient. ⇨ (+) Click-and-
collect

�0.08 �1.68ns Rejected

H2a Hedonic Orientation ⇨ (+) Click-and-
collect

0.14 2.64** Accepted

H3a Immed. Gratif. Orient.⇨ (+) Click-and-
collect

�0.06 �0.79 ns Rejected

H4a Delivery Risk Percep. ⇨ (+) Click-and-
collect

0.03 0.38 ns Rejected

Home
delivery

H1b Convenience Orient. ⇨ (+) Home
delivery

0.12 2.34* Accepted

H2b Hedonic Orientation ⇨ (�) Home
delivery

�0.05 �0.87ns Rejected

H3b Immed. Gratific. Orient. ⇨ (�) Home
delivery

0.00 0.02 ns Rejected

H4b Delivery Risk Percep. ⇨ (�) Home
delivery

0.01 0.07 ns Rejected

Click-and-collect: S-B χ2 (45 d.f.) ¼ 115.71 (p < 0.000); BBNFI ¼ 0.93; BBNNFI ¼ 0.93;
CFI ¼ 0.95; IFI ¼ 0.95; MFI ¼ 0.95; RMSEA ¼ 0.04

Home delivery: S-B χ2 (45 d.f.) ¼ 110.34 (p < 0.000); BBNFI ¼ 0.93; BBNNFI ¼ 0.94;
CFI ¼ 0.96; IFI ¼ 0.95; MFI ¼ 0.95; RMSEA ¼ 0.04

* ¼ p < 0.05; ** ¼ p < 0.01; ns non significant
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will choose in online shopping. Those individuals more hedonic oriented will have a
higher probability to choose click-and-collect; accordingly, H2a is accepted. More-
over, those individuals more convenience oriented will be more likely to choose
home delivery, so, H1b is accepted. The rest of the hypotheses are rejected; our
results show that immediate gratification orientation as well as delivery risk percep-
tions do not play any role in the delivery method chosen.

In order to test H5 (analyzing the moderating role of online experience on the
relationship between delivery risk perception and delivery method), two multigroup
analysis (MGA) were conducted (Byrne 2006), one for each delivery method. The
total sample was divided into two groups of individuals according to their online
experience, using the median (25 months) as a criterion. For both delivery methods,
the first step of the analysis procedure showed that in none of both groups (low
online experience—high online experience) the relationship between perceived
delivery risk and the probability of choosing click-and collect/home delivery was
significant, having no sense the analysis of the χ2 statistical variance (due to space
limitations as well as lack of interest of the results, statistical information about the
MGA has not been included). Accordingly, H5 is rejected.

5 Discussion

The main purpose of this study was to examine the relationship between consumer
motivations and the choice of click-and-collect and home delivery for getting the
products when purchasing online. For retailers implementing an omnichannel strat-
egy, logistics gets more complex as they have to manage the traditional shipping to
stores, with direct shipping to customers’ homes that shop online. By implementing
click-and-collect, retailers can take advantage of the experiential component of the
store visit, as our results show that hedonic orientation explains the choice of the
click-and-collect delivery method. This result is in line with previous findings about
the store-oriented shopper having higher hedonic and social interaction orientation
(Rohm and Swaminathan 2004), or hedonic orientation being related to the use of
offline channels (Frasquet et al. 2015). Our results also show that convenience
oriented shoppers are more likely to choose home delivery, thus avoiding going to
the store to pick up the goods ordered online. This is in accordance with the findings
of Rohm and Swaminathan (2004), regarding the convenience shopper who has a
low physical store orientation and does not seek social interaction. It is surprising
that perception of delivery risk does not influence the selection of the delivery
channel. Perhaps the higher perceived risk associated with the online channel for
purchasing (Schoenbachler and Gordon 2002) also includes in advance the delivery
risk, and due to that, once the individual chooses the online channel the risk delivery
diminishes. This could justify our results, as Schröder and Zaharia (2008) identified
that online customers have a significant lower delivery-related risk aversion than
store-oriented customers.
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As a conclusion of our research, we suggest that more research is needed on this
topic, as just two relationships were identified as significant. Motivations tradition-
ally relevant for explaining the purchase channel selection are not, in general, of
application on delivery method chosen when purchasing online. Moreover, based on
the results, considerations on experience on each delivery method (instead of online
shopping experience in general), or the type of product to buy among others could be
analyzed as moderators for getting a deeper knowledge on the topic.
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Part III
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Does the Commercial Format Influence
the Effect that Store Brands’ Equity Has
on Loyalty to the Retailer?

Natalia Rubio, Nieves Villaseñor, and Mª Jesús Yagüe

Abstract This paper proposes a theoretical model that investigates the formation of
store brandś equity (SBs) and its influence on the loyalty to the retailer considering
the role that the commercial format chosen by the retailer (supermarkets versus
hypermarkets) can have in this process. The results obtained reveal one important
data regarding the proposed modelling between both groups. While the formation
process of store brands’ equity is identical for supermarkets and hypermarkets, store
brands’ equity as source of retailer loyalty is significantly more important for
supermarkets. Important implications for management are derived from the results
obtained. For supermarkets’ managers, generate preference for their own brands is a
key issue, and, without underestimating the importance of a proper management of
their own brands for hypermarkets’ managers, they should focus on the implemen-
tation of other marketing tools to generate loyalty to the retailer, such as a pleasant
in-store experience, purchase convenience and a wide assortment.

Keywords Store brands’ equity · Retailer loyalty · Supermarkets · Hypermarkets

1 Introduction

According to data from the Spanish Association of Large Distribution Companies
(2017), supermarkets accounted the 64.7% of the market share in 2017 (compared
with 56.6% in 2009) due to the evolution of consumer behavior, which has sought
greater recurrence in their food purchases, as well as proximity and convenience,
while hypermarkets have reduced their market share from 19.1% in 2009 to 16.3% in
2017. Therefore, in this situation of growth of the supermarkets in comparison to
hypermarkets, it is appropriate to consider what role the store brand plays.
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Although there are works that indicate that only the socio-demographic charac-
teristics of consumers explain their loyalty to different commercial formats
(Kaswengi and Diallo 2015), the main objective of this research is to verify which
commercial format favors in a greater degree the relevance of own brands to generate
store loyalty. This analysis has a great importance for commercial management.

The decisions made with respect to their own brands form a vitally important part
of the day-to-day activity of the retail chains. There are a great many academic
studies into the positive effects that favourable perceptions of SBs have on a
retailer’s results. For example, there is empiric evidence that loyalty to SBs not
only increases loyalty towards the retailer (González-Benito and Martos-Partal
2012), but also increases the brand equity of the establishment marketing it (Bigné
et al. 2013) and encourages the transfer of favourable perceptions between SBs that
are differently positioned as regards price (Palmeira and Thomas 2011) as well as
among the various product categories (Erdem and Chang 2012). This, in turn, has a
positive impact on the margin and profitability obtained by distributors, and their
negotiating power. Likewise, highly valued SBs favour the relationship with con-
sumers as they generate satisfaction and identification with the former (Rubio et al.
2015) thanks to their ability to reflect the identity of those who buy them (Goldsmith
et al. 2010). However, no studies have been found which analyse the formation of
store brands’ equity and its effect on customer loyalty comparing various commer-
cial formats. Thus, as principal objective this research measures the impact that store
brands’ awareness and store brands’ image have on store brands’ equity through
store brands’ loyalty, and how store brands’ loyalty influences retailers’ loyalty
intentions comparing supermarkets and hypermarkets.

2 Literature Review

2.1 Store Brands’ Equity

Adapting Aaker’s brand equity model (1991) and reviewing the literature around
store brands, store brands’ equity can be conceptualized as the differential value
provided by private labels to consumers based on a comparison between brand
alternatives (Calvo-Porral and Levy-Mangin 2014). Private label awareness may
have an impact on the recall or recognition of private labels by consumers. So, the
stronger private label awareness in consumers minds, the more consumers are likely
to purchase (Vahie and Paswan 2006). Originally, private labels had a clear orien-
tation to price. Nevertheless, this initial positioning has evolved to give rise to a
varied offer of good value for money. Thus, private labels are increasingly perceived
as brands with a quality comparable to manufacturer brands. Good value for money
and perceived quality are two characteristics of store brands’ image and give
consumers a good reason to purchase store brands (Rubio et al. 2014). Finally,
private label loyalty is conceptualized as the tendency to continue a relationship with

126 N. Rubio et al.



a store brand. Store brands’ loyalty has a direct and positive role in affecting their
equity (Choi and Huddleston 2014). Hence, the following hypothesis are proposed:

H1 The store brands’ awareness is positively related with store brands’ loyalty

H2 The store brands’ image is positively related with store brands’ loyalty

H3 The store brands’ loyalty is positively related with store brands’ equity

Although there exist works defending the loyalty to the retailer favours attitude
and loyalty towards the commercialized store brands (De Wulf et al. 2005), another
research stream, the present paper among them, indicates a relationship in the
opposite direction (Bigné et al. 2013; Collins_Dodd and Lindley 2003; Gonzalez-
Benito and Martos-Partal 2012). Therefore, we propose:

H4 The store brands’ equity is positively related with loyalty towards retailer

2.2 The Moderating Effect of the Retailing Format

The store formats are conceptualized as different competing categories of store types
that provide specific benefits to meet the needs of different customer types and
shopping situations. In Europe, discount stores, supermarkets, and hypermarket
formats dominate the grocery retailing and in the Spanish market should be
highlighted the importance of supermarkets and hypermarkets. Conventional super-
markets could be defined as self-service stores offering a wide range of products,
being 400–1000 m2 in size and carrying 15,000 items. On the other hand, hyper-
markets mostly differ from conventional supermarkets in size, since they are
between 1000 and 5000 m2 in size, carrying larger product assortments, usually
80,000 items. That is, hypermarkets use the diversity in their assortment as the main
selling proposition (Calvo-Porral et al. 2016).

Store format seemed to be one important characteristic organizing consumer
perceptions and is the basic level of categorizing grocery stores. The associations
of supermarkets included personal attention, accessibility, nearness and high prices.
Hypermarkets were associated with the great amounts of goods, special offers, and a
lot of walking and searching. Convenience was associated with both formats, but the
perception of convenience is likely to be different in small versus big stores.
Supermarkets were perceived as convenient because they are near and they allow
quick and easy shopping. Conversely, hypermarkets were viewed as convenient
because a lot of goods can be purchased at one shopping trip and brought home
easily by car (Uusitalo 2001). But it is not clear if at the store brands’ level,
consumers perceive hypermarkets and supermarkets as similar.

The study by Martinez-Ruiz et al. (2012) about the purchase preferences that
consumers prone to the store brands manifest in relation to commercial formats
forms the basis of the research proposal of this work. Their results indicate that
private label-prone consumers are more aware of the availability of the store brands,
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to the extent that they consider it a separate factor when considering their loyalty to
the store, as well as part of the economic value proposition offered by the grocery
retailer; and are less aware of the levels of customer attention provided by the
distributor. Added to this, due to the smaller assortment of supermarkets, compared
with hypermarkets, the products’ perceived quality influences in higher degree
customer loyalty for supermarkets (Calvo-Porral et al. 2016). Thus, store brands’
equity could be one of the main drivers of customer-loyalty in the supermarket
industry.

In contrast, national brand-prone consumers exhibit less awareness of the avail-
ability of the store brands, which represents a mere variety attribute. In hypermar-
kets, the influence of products’ perceived quality on customer loyalty is lower than
that for supermarkets. Hypermarkets can enhance customer loyalty around confi-
dence benefits and, consequently, the provision of this relational benefit can serve as
a switching barrier to other retailing formats (Martinez-Ruiz et al. 2012). Therefore,
in the case of hypermarkets, it is expected to prove that the role of store brands’
equity has less importance as the main antecedent of customer loyalty.

There is previous evidence in the literature on store brands that support the
moderating effect that the commercial format play in the relationship between
store brands’ equity and the loyalty to the retailer. Thus, the variety of products
sold, the purchase convenience, the level of prices and the quality of the service
configure the image of the commercial chain that affects the store brands’ equity
(Beristain and Zorrilla 2011), and the consumers’ attitude towards the chain
(Semeijn et al. 2004). In consumer products, the assortment variety is a determining
factor in the choice of the commercial format (Baltas and Papastathopoulou 2003;
Carpenter and Moore 2006), taking into account the comparison between discount
stores, hypermarkets and supermarkets (Hansen et al. 2006). It is also a sector
strongly conditioned by price competition. Zielke (2010) states that the level of
prices and the value for money paid favour the choice of supermarkets over other
commercial formats. Both characteristics are associated with the preference for store
brands (Rubio et al. 2015), so it can be assumed that the store brands’ equity
influence loyalty to the chain to a greater extent in the case of supermarkets.
However, in the case of hypermarkets, characterized by a more varied assortment
and greater presence of leader brands, the influence of the store brands’ equity on the
loyalty to the chain is less effective.

H5 The commercial format has a positive moderating effect on the influence of
store brands’ equity in the retailers’ loyalty intentions, being the effect stronger in the
case of supermarkets compared to hypermarkets.

Figure 1 shows the theoretical model for this research.
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3 Methodology

To verify the proposed model and hypothesis, and empiric study was carried out.
The study is based upon information compiled from those who are responsible for
purchasing household consumer products, mainly women (73.45%), residents in
Spain, with ages between 18 and 70, who work outside the home (59.57%), with
secondary or university education (71.43%) and 2–4 members in the household
(84.51%). The telephone survey is used as a technique for gathering information.
The respondents buy in any of the eight chains of hypermarket and supermarket
Mercadona, Eroski, Carrefour, Auchan and/or El Corte Inglés, which are present in
the Spanish market. A randomized stratified sample by means of simple allocation
was used to obtain the same response percentage for each of the commercial chains.
742 valid surveys were obtained. These retail groups are chosen because they are
dominating the Spanish market at present, with the following market shares:
Mercadona with 24.1%, Eroski Group with 5.6%, Carrefour Group with 8.6%,
Auchan Group with 3.7%, and finally, El Corte Inglés Group with 3.9% of market
share.

The items used to measure the concept proposed stem from the adaptation of
previously used and validated scales found in the academic literature. Specifically, to
measure store brands awareness, store brands image, store brands’ loyalty and store
brands equity, the items used were taken from the work by Calvo-Porral and Levy-
Mangin (2014). Lastly, for loyalty towards the retailer, the scale by Zeithaml et al.
(1996) was adapted.

4 Results

4.1 Analysis of the Measurement Model

First, we carried out an analysis of the measurement model, and then followed with
an analysis of the structural model. Confirmatory factor analyses were employed

Fig. 1 Theoretical research’s model
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using AMOS. The confirmatory factorial analysis results show that all standardized
loading are significant, which reveals the strong convergent validity. In relation with
the analyses of internal consistency and reliability, Cronbach alpha, composite
reliability coefficients and analysis of the extracted variance exceeded were calcu-
lated. We obtained acceptable values for all these measures. The results obtained for
the structural modelling adjustment indicate a proper fit for the model.

4.2 Causal Relationship Model

The adjustment obtained for the model in Fig. 1 is satisfactory (χ2 ¼ 287.22;
g.l. ¼ 140; χ2/g.l.¼ 2.05; CFI¼ 0.985; GFI ¼ 0.962; AGFI ¼ 0.943; NFI¼ 0.972;
IFI ¼ 0.985; RMSEA ¼ 0.038) and it confirms all of the hypotheses proposed.
Figure 2 shows the parameters obtained.

In the case of the multigroup analysis based on the commercial format, there are
no significant differences between supermarkets and hypermarkets in the proposed
relationships for the formation of store brands’ equity (see Figs. 3 and 4), which is
natural given that in both types of formats the same store brands are commercialized.
Although, as indicated by the H5, the relationship between store brands’ equity and
loyalty to the retailer is significantly stronger in the case of supermarkets. This

Fig. 2 Results of the empirical model

Fig. 3 Empirical model for supermarkets
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research has calculated the critical ratios for the differences between structural
parameters to obtain the structural relationships which show significative differences
in their effects’ magnitude.

It can be explained by the fact that the store brands have a greater presence in the
assortment of supermarkets (store brands exceed 35% of sales in supermarkets,
compared to values such as 27.5% or 22.3% in the case of Carrefour and Alcampo
hypermarkets (Kantar Worldpanel 2017), which would explain that store brands’
preference is a more important motivation to generate loyalty to the retailer among
the customers of the supermarkets.

5 Conclusions and Recommendations

This work has addressed the process of building store brands’ equity and its effect on
the customers’ loyalty to the commercial chain considering a strategic decision of the
distributors that greatly conditions the purchasing behaviour of its customers, and its
business results: the commercial format chosen (supermarket or hypermarket). As a
research question, it has been considered whether the choice of the commercial
format has a moderating effect on the causal relationships established between the
dimensions that make up the store brands’ equity (brand awareness, brand image and
brand loyalty) and loyalty towards the retailer, with no significant differences in the
process of creating store brands’ equity between supermarkets and hypermarkets
(store brands’ awareness and image increase store brands’ equity through store
brands’ loyalty in both formats). But, supermarkets get a significantly stronger
influence between store brands’ equity and the customers’ loyalty to the retailer.
This means that the achievement of private label portfolios that benefit from brand
equity is a strategic objective that is more relevant to supermarkets. Their store
brands’ portfolios require more marketing efforts compared to hypermarkets.

Additionally, useful recommendations can be extracted for the management of
the store brands’ portfolio depending on the commercial format. Supermarkets
managers are advised to focus their marketing actions on generating awareness for
their store brands’ portfolio (giving free trials of their own brands in the store,

Fig. 4 Empirical model for hypermarkets
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through merchandising actions that favor their own brands) and generating a positive
image of their own brands (quality and good value for money) to preserve the loyalty
of its customers as an antecedent of its perceived own brands’ equity. For hyper-
markets, given that their store brands do not exert such a significant influence on the
loyalty of its customers, it is recommended to direct the resources towards other
marketing variables such as the store’s quality service (ex. wide assortment of
products and leading brands, facilities for purchasing in terms of payment, extensive
schedules), as well as improving in-store’s shopping experience (e.g. pleasantly
decorated store) and improving omnichannel experience.

This study has its limits, which could be taken into account for future research.
The data obtained refers to the consumer market of Spain. It would be convenient to
consider other countries, other sectors and other distributors.

References

Asociación Nacional de Grandes Empresas de Distribución. (2017). Disponible en http://www.
anged.es/wp-content/uploads/2018/01/resumen-indicadores-comercio-anged-enero18.pdf

Baltas, G., & Papastathopoulou, P. (2003). Shopper characteristics, product and store choice
criteria: A survey in the Greek grocery sector. International Journal of Retail and Distribution
Management, 31(10), 498–507.

Beristain, J., & Zorrilla, P. (2011). The relationship between store image and store brand equity: A
conceptual framework and evidence from hypermarkets. Journal of Retailing and Consumer
Services, 18(6), 562–574.

Bigné, E., Borredá, A., & Miquel, M. J. (2013). El valor del establecimiento y su relación con la
imagen de marca privada: efecto moderador del conocimiento de la marca privada como oferta
propia del establecimiento. Revista Europea de Dirección y Economía de la Empresa, 22(1),
1–10.

Calvo-Porral, C., & Lévy-Mangin, J. P. (2014). Determinants of store brands’ success: A cross-
store format comparative analysis. International Journal of Retail and Distribution Manage-
ment, 42(7), 595–612.

Calvo-Porral, C., Faíña Medín, J. A., &Montes-Solla, P. (2016). Relational, functional benefits and
customer value in large retailing: A cross-format comparative analysis. Journal of International
Food and Agribusiness Marketing, 28(2), 132–148.

Carpenter, J. M., & Moore, M. (2006). Consumer demographics, store attributes, and retail format
choice in the US grocery market. International Journal of Retail and Distribution Management,
34(6), 434–452.

Choi, L., & Huddleston, P. (2014). The effect of retailer private brands on consumer-based retailer
equity: Comparison of named private brands and generic private brands. The International
Review of Retail, Distribution and Consumer Research, 24(1), 59–78.

Collins-Dodd, C., & Lindley, T. (2003). Store brands and retail differentiation: The influence of
store image and store brand attitude on store own brand perceptions. Journal of Retailing and
Consumer Services, 10(6), 345–352.

De Wulf, K., Odekerken-Schröder, G., Goedertier, F., & Ossel, G. V. (2005). Consumer percep-
tions of store brands versus national brands. The Journal of Consumer Marketing, 22(4),
223–232.

Erdem, T., & Chang, S. R. (2012). A cross-category and cross-country analysis of umbrella
branding for national and store brands. Journal of the Academy of Marketing Science, 40(1),
86–101.

132 N. Rubio et al.

http://www.anged.es/wp-content/uploads/2018/01/resumen-indicadores-comercio-anged-enero18.pdf
http://www.anged.es/wp-content/uploads/2018/01/resumen-indicadores-comercio-anged-enero18.pdf


Goldsmith, R. E., Flynn, L. R., Goldsmith, E., & Stacey, E. C. (2010). Consumer attitudes and
loyalty towards private brands. International Journal of Consumer Studies, 34(3), 339–348.

González-Benito, Ó., & Martos-Partal, M. (2012). Role of retailer positioning and product category
on the relationship between store brand consumption and store loyalty. Journal of Retailing, 88
(2), 236–249.

Hansen, K., Singh, V., & Chintagunta, P. (2006). Understanding store-brand purchase behavior
across categories. Marketing Science, 25(1), 75–90.

Kantar Worldpanel. (2017). Balance y Perspectivas Gran Consumo. Disponible en http://www.
marketing4food.com/kantar-worldpanel-balance-y-perspectivas-gran-consumo-2017/

Kaswengi, J., & Diallo, M. F. (2015). Consumer choice of store brands across store formats: A
panel data analysis under crisis periods. Journal of Retailing and Consumer Services, 23, 70–76.

Martínez-Ruiz, M. P., Jiménez-Zarco, A. I., & Izquierdo-Yusta, A. (2012). The effects of the
current economic situation on customer satisfaction and retail patronage behavior. Total Quality
Management and Business Excellence, 23(11–12), 1207–1225.

Palmeira, M. M., & Thomas, D. (2011). Two-tier store brands: the benefic impact of a value brand
on perceptions of a premium brand. Journal of Retailing, 87(4), 540–548.

Rubio, N., Oubiña, J., & Gómez-Suárez, M. (2015). Understanding brand loyalty of the store
brand’s customer base. Journal of Product and Brand Management, 24(7), 679–692.

Rubio, N., Oubiña, J., & Villaseñor, N. (2014). Brand awareness–brand quality inference and
consumer’s risk perception in store brands of food products. Food Quality and Preference, 32,
289–298.

Semeijn, J., Van Riel, A. C., & Ambrosini, A. B. (2004). Consumer evaluations of store brands:
Effects of store image and product attributes. Journal of Retailing and Consumer Services, 11
(4), 247–258.

Uusitalo, O. (2001). Consumer perceptions of grocery retail formats and brands. International
Journal of Retail and Distribution Management, 29(5), 214–225.

Vahie, A., & Paswan, A. (2006). Private label brand image: Its relationship with store image and
national brand. International Journal of Retail and Distribution Management, 34, 67–84.

Zeithaml, V. A., Berry, L. L., & Parasuraman, A. (1996). The behavioral consequences of service
quality. The Journal of Marketing, 60(2), 31–46.

Zielke, S. (2010). How price image dimensions influence shopping intentions for different store
formats. European Journal of Marketing, 44(6), 748–770.

Does the Commercial Format Influence the Effect that Store. . . 133

http://www.marketing4food.com/kantar-worldpanel-balance-y-perspectivas-gran-consumo-2017/
http://www.marketing4food.com/kantar-worldpanel-balance-y-perspectivas-gran-consumo-2017/


Private Label Sourcing Negotiation:
Premium PL from Dual Brander

S. Chan Choi

Abstract As private labels become proliferated, retailers are introducing premium
PLs that replace marginal national brands. We examine a special case of tiered
private label sourcing, in which a premium PL is supplied by the manufacturer of the
corresponding NB (dual brander), and an economy PL is supplied by a dedicated PL
supplier. In our model, the NB’s wholesale and retail prices are determined by the
traditional bilateral Nash game. However, the premium PL’s wholesale price is
determined through a profit-sharing negotiation between the channel members.
From an equilibrium-negotiation solution, we derive profit implications of NB’s
brand equity, the retailer’s reputation, and the intrinsic quality of the
NB. Interestingly, even if the retails holds a strong negotiation power, we find it
optimal for the retailer leave some chips on the table for the NB manufacturer.

Keywords Premium private label · Equilibrium · Negotiation · Distribution channel

1 Introduction

Retailers can procure private labels from several sources including national brand
manufacturers, dedicated private label manufactures (often overseas or regional),
and own manufacturing facilities.1 In the first case, the supplier utilizes its expertise
and excess capacity to supply PLs, which is known as contract manufacturing or
dual branding from the manufacturer’s perspective. In the other cases, the suppliers
are dedicated to manufacturing PLs for single or multiple retailers. In PL-sourcing,
who produces the PL plays an important role for the retailer’s margin and ultimately
profit (ter Braak et al. 2013). It is natural to assume that the intrinsic quality of a PL
supplied by a NB manufacturer is closer to that of the corresponding NB compared
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with the quality of an imitation PL supplied by a third-party dedicated PL manufac-
turer. In this paper, we are interested in studying effects of such sourcing-based
quality differentiation on the distribution channel’s prices and profits.

PLs have been traditionally undifferentiated at the wholesale level (Chen et al.
2010); and at the retail level, consumers generally consider PLs as value substitutes
of the corresponding national brands. More recently, however, retailers began
introducing multi-tier PLs, in which premium PLs are positioned between national
brands and economy PLs (Keller et al. 2016). They are differentiated in the value-
price dimension. It is reported that some retailers are even dropping lower-tier
national brands in favor of overstuffing their shelves with their store brands. Some
premium PLs such as Costco-Starbucks are co-branded between the retailer and NB
manufacturers, thereby increasing the value of the PL offerings (Narula and Conroy
2010). In an empirical study, ter Braak et al. (2013) found that higher tier PLs
command larger retail margins, which is moderated by the type of suppliers (dual
branders vs. dedicated PL suppliers).

This paper models a retailer’s problem of procuring its private labels from
multiple sources with differentiated value-price combination. One of the key features
of our model is the retailer’s relative negotiation power in relation to the NB
manufacturer in the PL production contract. We examine effects of the manufac-
turer’s brand equity, the retailer’s reputation, and the quality advantage of the
premium PL over the economy PL on the profitability of the channel members.
Among a number of findings, the most interesting one is that as the retailer’s
negotiation power increases, its profit first increases but then eventually decreases.
An implication is that, although the retailer may be able to extract a larger incre-
mental profit from the premium PL by exercising its superior negotiation power, it
may get hurt from sub-optimal equilibrium price of the corresponding NB when it
pushes too much.

2 The Game Scenario

Our simplified market structure has three players: the NB manufacturer, the dedi-
cated PL manufacturer, and the retailer.2 Prior to the introduction of the premium PL,
the NB manufacturer supplies the key product to the retailer. The retailer also carries
its own economy PL, which is supplied by a dedicated PL manufacturer at a fixed
wholesale price. The NBmanufacturer and the retailer plays a Nash game of bilateral
monopoly in determining the NB’s wholesale price and the retail margin. The
retailer uses a product line pricing to maximize the combined profit. The economy

2In reality, a retailer may carry more brands in a product line such as a premium-tier and a 2nd-tier
NBs as well as standard-tier (imitation) PLs. However, in order to focus on the effect of a dual
branding manufacturer, this paper chooses the most parsimonious representation of the market.
Building and examining a more comprehensive model with multiple-tier NBs and PLs and various
strategic scenarios would be a fruitful future extension.

136 S. Chan Choi



PL manufacturer is a passive participant in the game since its transfer price is not
strategic as assumed in most analytical models (Sethuraman 2009).

Suppose the retailer is considering adding a premium PL to its product line. On
the other hand, the NB manufacturer has excess capacity that can be utilized for the
PL production. Its raw materials, design, manufacturing process, etc. will be the
same as those of the NB. Therefore, the intrinsic quality of the premium PL is same
as that of the NB. However, the product will carry the retailer’s name instead of the
manufacturer’s.

The NB is the main business item for the NB manufacturer who determines the
wholesale price of the NB in reaction to its retail price (and the resulting demand) set
by its retailer. Supplying the PL is a side business for the NB manufacturer, whereas
the retailer has much discretion and leverage to choose its PL suppliers. Therefore,
we assume the transfer price of the premium PL is determined by a negotiation
process. If an agreement is reached, it will be in the form of profit sharing in a ratio of
(τ : 1) between the manufacturer and the retailer. Thus, a smaller value of τ means
more negotiation power of the retailer. The presence of the existing economy PL is
shown to be a factor for more retailer power (Ailawadi and Harlam 2004; Meza and
Shudhir 2010). In determining the transfer price of the premium PL, the smart
channel members consider the consequences in the resulting Nash equilibrium prices
for the NB. For computational tractability, our model does not consider competition
from other retailers or substitute national brands. The NB manufacturer’s profit
comes from the sales of the NB and its own PL to the retailer. The retailer’s profit
comes from the retail sales of the NB, premium PL, and the economy PL.

3 The Model

As discussed above, there are two manufacturers and one retailer in our simplified
version of the distribution channel. The NB manufacturer produces the national
brand product and charges a wholesale price (w1) to the retailer. The PL manufac-
turer is a dedicated supplier of a private label to the retailer. It may be owned by the
retailer or is a small contract manufacturer. Because the economy PL supply market
condition is typically close to perfect competition (Kumar and Steenkamp 2007),
their wholesale prices are usually fixed and close to marginal cost (Sayman and Raju
2007). Therefore, we normalize this economy PL’s wholesale price to zero in our
model. Prior to introducing the premium PL, the retailer determines the retail prices
of both the NB ( p1) and PL (P3) for maximum combined profit. The NB manufac-
turer and the retailer play a bilateral vertical Nash game in respective pricing, and the
dedicated PL manufacturer is a non-player.

Now the retailer wants to introduce a premium PL with price p2, and finds that the
first manufacturer has some excess capacity. The quality of the product from the
excess capacity is expected to be the same as the original NB because they are
produced from the same raw materials, using the sane facility, and with the same
technology. The only difference is the package that reveals only the retailer’s name.
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The NB manufacturer has a strong incentive not to dilute its own brand equity by
associating his brand with the PL. Therefore, for the NB manufacturer, if it choose to
be a dual supplier, the PL becomes a side business for extra revenue. For this
premium PL, the transfer pricing assumed to be determined by a negotiation of
profit sharing. As the retailer has more negotiation power over the NB manufacturer,
the transfer price (w2) becomes lower.

Therefore, the rule of the game follows the following steps:

1. The NBmanufacturer and the retailer agrees that the transfer price of the premium
PL will be based on its profit sharing negotiation in a ratio of (τ : 1). A smaller
value of τ means larger retailer’s negotiation power.

2. A Nash game: Simultaneously, the NB manufacturer sets its wholesale price for
the NB (w1), and the retailer determines retail margins (m1, m2, m3) of the three
products: one NB and two PLs. At this stage, the wholesale price of the premium
PL is considered as an external parameter.

3. Using the resulting equilibrium solution for (w1, m1, m2, m3), the premium PL’s
transfer price w2 is determined to split the resulting profit from that product based
on the ratio agreed in Step 1.

Given the resulting three retail prices, consumers compare perceived values of the
three products to choose one. They can also choose not to buy any, if none of them
offers positive utility. The consumer perceived value of these products can be
decomposed into three components: the manufacturer’s brand equity (eM), the
retailer’s store reputation (eR), and the intrinsic quality of the product made by the
NB manufacturer (qM). A national brand sold in a retail store has all three compo-
nents. A premium PL supplied by the (hidden) national brand manufacturer lacks the
NB brand equity but has the same product quality as the NB’s. The retailer also adds
the store reputation component. An economy PL supplied by a dedicated PL
manufacturer has only the store reputation component. Mathematically, perceived
values of theNB, premiumPL, and economyPLcanbe expressed as v1¼ eM+ eR+qM,
v2 ¼ eR + qM, and v3 ¼ eR respectively. As such, the product’s value perceived by a
typical consumer is the highest for the NB and the lowest for the economy
PL. Demands of these three products are derived applying a popular model of
vertical differentiation in economics.

Consumer surpluses for each of these products are then expressed as u1¼ θv1� p1,
u2 ¼ θv2 � p2, and u3 ¼ θv3 � p3, respectively, where θ is a parameter representing
individual willingness to pay for a unit perceived value of a product. This parameter
is also related with individual price sensitivity that are associated with store loyalty/
retailer reputation (Koschate-Fischer et al. 2014). For tractability, however, we treat
them as independent parameters. As in typical vertical differentiation models, θ is
assumed to follow a uniform distribution between zero and one. Demand for each of
the three products can be derived by equating pairs of the three utilities. The
following equations are the resulting demand functions for the NB, premium PL,
and economy PL, respectively:
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D1 ¼ 1� m1 � m2 þ w1 � w2

eM
,

D2 ¼ m1 � m2 þ w1 � w2

eM
� m2 � m3 þ w2

qM
, ð1Þ

D3 ¼ m2 � m3 þ w2

qM
� m3

eR
:

Profits for the NB manufacturer and the retailers are respectively

ΠM ¼ w1 D1 þ w2 D2, ð2Þ
ΠR ¼ m1 D1 þ m2 D2 þ m3D3:

4 Nash Equilibrium–Negotiation Solution

The manufacturer determines wholesale price w1 for his own maximum profit, and
the retailer determines m1, m2, and m3 in product line pricing for maximum total
profit. Recall that the transfer price of the premium PL w2 is determined by a profit
sharing negotiation. We first derive the Nash price equilibrium between the two
players by solving the following for simultaneous equations (Step 2):

∂ΠM

∂w1
¼ 0,

∂ΠR

∂m1
¼ 0,

∂ΠR

∂m2
¼ 0,

∂ΠR

∂mr
¼ 0:

The Nash equilibrium solution as functions of w2 is as follows:

w1 ¼ eM
3

þ w2,

m1 ¼ 1
6

2eM þ 3 eR þ qM � w2ð Þð Þ,m2 ¼ 1
2

eR þ qM � w2ð Þ,m3 ¼ eR
2
: ð3Þ

It is worth noting that the retail margin of the economy PL (hence its retail price)
is not affected by any other strategic factors but the retailer’s own reputation. In other
words, the economy PL’s optimal pricing is independent of wholesale and retail
prices of the NB or the premium PL. This is a property of the model in which the
economy PL manufacturer is a non-strategic participant.

The next step (Step 3) in our game is to predict respective incremental profits
from the addition of the premium PL in the product line:

πM ¼ w2D2 and πR ¼ m2D2: ð4Þ
Substituting (3) in (4) yields the following incremental profits:
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π0M ¼ qM � 3w2ð Þw2

6qM
and π0R ¼ qM � 3w2ð Þ eR þ qM � w2ð Þ

12qM
: ð5Þ

Since the negotiated profit sharing ratio in Step 1 is (τ : 1), we solve the equation
π0M ¼ τπ0R with respect to w2, which results in the following transfer price of the
premium PL:

w∗
2 ¼ τ eR þ qMð Þ

2þ τ
: ð6Þ

Substituting (5) into (3) results in the following equilibrium wholesale prices and
retail margins:

w∗
1 ¼ eM

3
þ τ eR þ qMð Þ

2þ τ
,w∗

2 ¼ τ eR þ qMð Þ
2þ τ

,

m∗
1 ¼ 2þ τð ÞeM þ 3 eR þ qMð Þ

3 2þ τð Þ ,m∗
2 ¼ eR þ qM

2þ τ
,m∗

3 ¼ eR
2
: ð7Þ

Substituting the equilibrium-negotiation solution (7) into the demand functions
(1) and profit functions (2), we obtain

D∗
1 ¼ 1

3
,D∗

2 ¼ 2 1� τð ÞqM � 3τeR
6 2þ τð ÞqM

,D∗
3 ¼ τ eR þ qMð Þ

2 2þ τð ÞqM
: ð8Þ

and

Π∗
M ¼

�9τ2e2R � 9 �2þ τð ÞτeRqM þ 2qM 2þ τð Þ2eM þ 9τqM
� �

18 2þ τð Þ2qM
,

Π∗
R ¼ τeR � 2qMð Þ eR þ qMð Þ

2þ τð Þ3qM
: ð9Þ

5 Results

Examining these equilibrium solutions with respect to changes in parameters (τ, qM,
eM, and eR), we obtain the following results:

1. The retail price of the economy PL is dependent only on the retailer’s reputation.
It is independent of the quality, price, or brand equity of the other two products.

2. The retail prices of the NB increases as the NB manufacturer’s brand equity, the
retailer’s reputation, and as the intrinsic quality of the NB increases. However, the
retail price of the premium PL depends only on the last two factors.

3. The retail prices of the NB and the premium PL increases as the retailer’s
bargaining power increases.

140 S. Chan Choi



4. Assuming the potential market size is constant, the market share (hence the
demand) of the NB is constant at one-third of the potential market.3

5. At equilibrium, the three brands cover only half the potential market. Under our
model assumption, the only way to capture the lower-end market is to introduce a
brand of even a lower quality.4

6. As the NB’s brand quality increases, both profits increase.
7. As the retailer’s reputation increases,

(a) The NB manufacturer’s profit increases only if the NB’s quality is
sufficiently high.

(b) The retailer’s profit increases.

8. As the retailer’s bargaining power increases,

(a) The NB manufacturer’s profit first decreases then increases.
(b) The retailer’s profit increases and then decreases.

Among these results, perhaps the least expected one is 8(b). We found that even
in the case where the retailer has a strong negotiation power over the manufacture, it
is advantageous for the retailer not to exercise the full extent of the power. By
pushing the NB manufacturer too much in profit-sharing negotiation, the retailer
may end up with a lower total profit because the price of the NB becomes
suboptimal. Instead, it is better for the retailer to leave some chips on the table for
the NB manufacturer who supplies the premium PL.

6 Conclusion

Multi-tier PLs have been widely reported and analyzed in managerial and empirical
papers. To the author’s knowledge, however, this paper is the first attempt to model
multi-tier PLs in an analytical model. Also, this paper deviates from stylized bilateral
equilibrium models in which all pricing decisions are determined by the same
mechanism such as Nash equilibrium. In this paper, the wholesale price for the
premium PL is determined by a profit-sharing negotiation. In the negotiation pro-
cess, both players are considered strategic in that they foresee the consequences of
the negotiation reflected in the subsequent equilibrium price in a bilateral monopoly
game. Not only does this approach result in a meaningful product line pricing
solution for the manufacturer, but also it reflects a more realistic behavioral assump-
tion in the multi-tier private label context.

3At equilibrium, the optimal strategy for the highest quality product (NB) is to adjust its wholesale
price such that the resulting demand stays constant.
4The results in #4 and #5 are due to the property of a uniform distribution of individual willingness
to pay per unit quality parameter θ.
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Also, this paper is the first to decompose the value of the products by their source:
NB’s brand equity, its intrinsic quality, and the retailer reputation. It is logical to
model the value of the three products derived from these three components. This
approach allows analyzing the effects of the three value components on respective
channel member’s profit. As these three value components are marketing metrics
that can be influenced by marketing mix variables, our results can be further
developed to measure ROIs of these marketing decisions.
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The Impact of Pricing on Consumer
Decision-Making for and Evaluations
of Premium Private Labeled Brands
in Grocery Retailing

Sascha Steinmann, Katharina-Maria Fonferek, and Hanna Schramm-Klein

Abstract We investigated the effects of adding a premium private label product to a
choice set of two competing products (a premium brand and a traditional private
label). Furthermore, our results show that the manipulation of the pricing of the
premium private label influences consumer choice and evaluation of specific product
attributes of all products in the choice set.

Keywords Pricing · Premium private label · Product evaluation · Consumer
decision-making

1 Introduction

Highly intense competition, strong concentration tendencies, and a low return on
sales in growing sales areas characterized the grocery retailing for a long time. To
deal with these issues as well as to differentiate themselves from competitors many
retailers have introduced private labeled products in their assortment (Kumar and
Steenkamp 2007; Koschate et al. 2014). The associated products are commonly
positioned in lower price segments and quality levels are often not far below those of
national brands (De Wulf et al. 2005; Pauwels and Srinivasan 2004). Furthermore,
premium positioned private labels are characterized by their capacity for innovation
and superior quality, which gives the consumer a high-added value and hence, might
positively influence a retailer’s brand image (Ailawadi et al. 2008). Introducing
premium private labeled brands in the assortment will increase the customers choice
set in several product categories. From the perspective of the retailer it is therefore of
crucial relevance to be aware of how the introduction of a new (premium) private
label will be reflected in choice probabilities and market shares (Geyskens et al.
2010). For example, the results of Huber et al. (1982) and Doyle et al. (1999) have
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shown that adding a new product to a choice set can result in a shift of preference to
one specific product in the expanded set of alternatives. This effect is called the
asymmetrically dominance effect (ADE) or attraction effect. Hence, from a retail
perspective it is of relevance to position the introduced premium private label in a
way that it will dominate the premium brand in a specific product category and not
the traditional private label of the retailer. With regard to the positioning and the
consumers’ perception of the introduced premium private labeled brand, pricing is of
crucial importance. Food retailers with their own premium private labels might focus
on enhancing the quality aspect, but at the same time they might be interested in
attracting price-conscious customers. An inappropriate pricing could have a negative
impact on the consumers’ perceptions of the quality of premium private labels,
which will negatively influence the preference for the premium private labeled
brand (Geyskens et al. 2010).

To investigate the impact of pricing on consumer choice and product evaluations
in the context of premium private labels and to answer the question what other
product attributes are relevant to a purchase decision of a premium private label
product we conducted an experimental study. Within this study, a premium private
labeled product was added to a choice set of two products in the product category
fruit spreads (traditional private label and premium brand). In three different exper-
imental conditions, we manipulated the price of the premium private labeled product
and the caused effects on the valuation of the premium private label compared to a
traditional private label and a premium brand were analyzed.

2 Theoretical Background

From a research perspective, the question arises how the customer can come to the
shopping decision for the premium private label products. The normative decision
theory assumes that regardless of a new purchase option (here: premium private
labeled product), the choice probability for the previous decision remains (Indepen-
dence of Irrelevant Alternatives) or, based on the existing two purchase options, the
choice should be proportionally adjusted (Regularity) (Paramesh 1973).

Previous research has discovered compromise, attraction and similarity effects
which show that the previous mentioned assumptions of the classical economic
standard theory often will not hold due to an influence of several contextual factors
(Doyle et al. 1999; Huber et al. 1982; Simonson 1989). Basically, making a decision
implies the existence of a choice of more than one option. This means that a decision
for Option A is initially a decision against Option B. This decision is justified on the
basis of individual preferences and interests of the decision maker. By convention,
A is clearly preferred to B. By adding a third option in a choice set of two existing
options, without a dominant option, individuals might chose a compromise in the
decision-relevant determinants (Simonson 1989). Accordingly, under specific con-
textual conditions there might be a balance of properties; the added option could
represent the compromise, in a trade-off between the existing options (Simonson
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1989). For our study, we mainly focus on the impact of the pricing of the added
option—the premium private labeled product—to the alternatives under consider-
ation. If the price of the premium private labeled product is closer to the premium
brand in the choice set, the new option—the premium private labeled product—
should as well be evaluated as more similar to the premium brand. Hence, the choice
probability of the premium brand should be influenced due to the introduction of the
premium private labeled product. If the price of the new option is closer to the
traditional private label, this should mainly have an effect on the choice probability
of the traditional private label, while the choice probability of the premium product
should remain stable (Simonson and Tversky 1992).

However, the findings of Sinhaa and Batrab (1999) show that price consciousness
as well as value consciousness are as well of relevance in the context of consumer
decision-making for private labels in different product categories. According to
Burton et al. (1998) consumers may view private label products positively because
of the relatively low prices (i.e., price consciousness), or because of a strong desire to
maximize the ratio of quality received to the price paid (i.e., value consciousness), or
view them negatively because they use the price as an indicator of product quality
(e.g., price-quality associations). The findings of various studies (Lichtenstein et al.
1993; Petroshius and Monroe 1987) have shown that the price for a product has an
impact on its evaluation. Plassmann et al. (2008) have shown that the evaluation of
product attributes and emotions changed by manipulating the price of the product.
Because of the fact that the perception of quality is indistinct precise, customers use
product attributes that signal quality in the context of product evaluation. The fact
that customers associate the quality of a product with the price suggests that the
product-attributes evaluation of the premium private label should be more positive
when the price for the premium private label is close to the premium brand.

3 Experimental Study: Measures and Procedure

We used three different brands from the product category “fruit spreads (straw-
berry)” as product stimuli in our experimental study (private label, premium private
label, and premium brand). We used the official retail price of the premium brand
(2.19 €) as well as the official retail price of the traditional private label (1.19 €) at the
time of our study as price information for the participants in all experimental
conditions. To manipulate the participants’ perception of the relation between
price and quality of the premium private labeled brand, we used a higher price
(price adjustment towards the premium brand) and in a further experimental condi-
tion, a lower price (price adjustment towards the private label) was determined in an
experimental condition. The prices used for the price adjustments were determined
in a preliminary study. Accordingly, for the price adjustment of the premium private
label towards the private label a price of 1.49 € was chosen. For the price adjustment
towards the premium brand, a price of 1.69 €was determined. Furthermore, in a third
experimental condition we used the official retail price of the premium private
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labeled product at the time of our study (1.59 €). We also considered a control group,
where the participants had to evaluate and make their choice only between the
premium brand and the traditional private label. The findings of the control group
were used to determine expectation values for brand choice for the premium brand
and traditional private label.

At the outset of the experiment, participants could inspect the product details
(price, packaging design, quantity, nutritional information, etc.) of the fruit spreads
of the considered brands. Furthermore, they were able to taste the fruit spreads, so
that the flavor of the fruit spreads could be considered by the subjects to assess the
brands. Following this first step, the participants were surveyed with a standardized
questionnaire. In this case, they were asked to evaluate the different brands based on
individual product characteristics and attributes (e.g. package design, quantity, taste)
and establish a ranking of their preference for the fruit spreads. All of the items used
for the measurement of the different constructs were measured on a five-point rating
scale (e.g. 1¼ I totally disagree – 5¼ I totally agree). Finally, the participants had to
answer questions regarding their satisfaction with the different brands.

Overall, n ¼ 120 consumers participated in the experiment and were randomly
assigned to one of the three experimental groups or the control group (age:
M ¼ 24.48 (2.9) years, 40% female). The brands used in the experiment were
mostly well known by the participants. Thus, nearly 95% of the participants were
familiar with the fruit spread of the premium brand. Almost 70% of the subjects
knew the traditional private label and 46.7% of them stated that they have already
bought this at least once.

4 Key Findings

To study the effects of the experimental conditions, it was necessary to determine the
choice probabilities for the traditional private label as well as for the premium brand
based on the preference judgments of the participants in the control group (CG). The
findings of the control group show a strong preference for the traditional private label
(67.9%) in relation to the premium brand (32.1%). Using these choice probabilities,
we were able to analyze how these choice probabilities will be influenced by the
introduction and the price manipulation of the premium private labeled brand in the
participants choice set. Overall, our results show significant difference regarding the
choice probability of the traditional private label in each of the three experimental
conditions compared to the CG. In each experimental condition, the preference for
the traditional private label decreased significantly due to the introduction of the
premium private label. Interestingly and contrary to our expectations, in the exper-
imental group with the price adjustment of the premium private label close to the
premium brand, the difference between the choice probabilities was highest. In this
situation, the choice probability of the traditional private label was reduced by more
than 45%.
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Equally surprising are the results in the experimental group with the price
adjustment of the premium private label towards the traditional private label. We
obtain substantial changes regarding the choice probability of the traditional private
label and the premium brand compared to the control group. Basically, it was not
surprising that in this experimental situation, the premium private label has the
highest choice probability in comparison to the other situations. Moreover, in this
experimental condition, we obtained the highest choice probability of the traditional
private label (50%), although this again deviates from the value from the control
group (almost �17%). 25% of the participants had a strong preference for the
premium private label as well as for the premium brand.

The findings in the experimental condition, in which the official retail price is
specified for the premium private label, show a change in the choice probabilities of
the traditional private and for the premium brand as well. In this condition, the
highest choice probability is determined for the premium private label. The tradi-
tional private label suffers in this situation a loss of about 34% compared to the
control group and is chosen with a share of 33.3% of the participants. Interestingly,
in this situation the premium brand loses the largest proportion compared to the other
experimental groups and was chosen by 16.7% of the participants.

Moreover, the findings of several ANOVAs show significant differences regard-
ing, e.g., the participants’ assessment of value for money, the price level, the quality,
packaging design, as well as the taste of the different fruit spreads between the
experimental conditions. For example, adjusting the price of the premium private
label towards the premium brand in the choice set had a strong negative impact on
the evaluation of the different attributes of the traditional private label, e.g., on the
evaluation of packaging design (F ¼ 2.808, p < 0.05, η2 ¼ 0.067). Furthermore, in
this experimental condition, the participants perceived the traditional private label as
less imaginative (F ¼ 3.324, p < 0.05, η2 ¼ 0.083) and less innovative (F ¼ 3.212,
p< 0.05, η2¼ 0.079) compared to the conditions with a lower price for the premium
private labeled brand. These findings indicate that the higher the price of the
premium private label, the worse the traditional private label is evaluated.

5 Discussion and Conclusions

The findings indicate that pricing is a sensitive component of a successful brand
management of premium private labels, as it has a significant effect on consumer
perceptions and evaluations of the related products. This concerns not only the
decision to purchase or not purchase a premium private label, but also the evaluation
of the product as well as of further alternatives in the choice set. At the same time, the
pricing for the premium private label has a significant influence on the perception of
other brands in the same product category. Moreover, the results of our study
indicate that under specific contextual conditions the assumptions of the classical
economic standard theory do not hold if a new option—the premium private labelled
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product—is added to a choice set of two existing product alternatives (traditional
private label and premium brand).

As we only considered one premium private labelled product and two well-
known brands in one specific product category, it is questionable whether our results
can be transferred to other product categories or unknown brands. Because of this
limited external validity, future research is needed to study the identified effects with
different brands, including unknown and/or fictive brands, in different product
categories to deepen the understanding of the underlying processes with regard to
the effects on consumer-related outcome variables under study. It should also be of
interest to investigate the potential role of the retail format in the context of consumer
decision-making for (premium) private labels, e.g., in hard discount consumers
might expressly seek for private labels, while in other formats (e.g., retailers with
a broad assortment) consumers might be more likely to prefer recognized brands as
the first option.

In our experimental study, we only considered a choice set consisting out of three
alternative products. In a real retail setting the variety of product alternatives in a
single product category is usually much more complex compared to our experimen-
tal setting, meaning that consumers might base their decision on a comparison
between more product alternatives. Furthermore, in a retail store further contextual
factors should also influence decision-making, e.g. background music, or advertising
at the point of sale. Besides, there might be several other aspects that potentially will
influence consumer decision-making for (premium) private labels, e.g., the image of
the retailer or consumer price consciousness. One might conclude that the image of
the retailer should act as a moderator between the pricing and consumer choice. In
follow-up research, these and the previously mentioned issues should be addressed.

Moreover, the sample size of the present study was relatively small. As the
sample size determines the amount of error inherent to the results of statistical
testing, the effects of an experimental treatment are more difficult to identify in
small samples. Hence, future research is advised to conduct similar experimental
studies with larger sample sizes, which will strengthen the statistical power of the
analysis and potentially help to identify more significant effects of the experimental
factor on the constructs under investigation.

Last but not least, previous research in retailing and consumer behaviour shows
several important differences in preferences for private labels with respect to con-
sumer demographics and culture. Hence, the impact of pricing on the evaluation and
consumer decision-making for private labels could also be influenced by culture.
Therefore, cross-cultural studies could provide insights on how the pricing should be
adjusted according to the preferences and requirements of the potential and actual
customers based on the cultural background of the target groups in different inter-
national markets.
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Influence of PL Equity on Store Loyalty: A
Comparative Analysis Between Spain
and the U.S.

José Luis Ruiz-Real, Juan Carlos Gázquez-Abad, Irene Esteban-Millat,
and Francisco J. Martínez-López

Abstract This research aims to know the influence of PL equity on consumers’
store loyalty, both in Spain and in the U.S., for different types of assortment. We
considered assortments with different size and structure (only PL and mixed) and
developed an online experiment with a sample of 2800 consumers (1400 in each
country). ANOVAs show differences between Spain and the U.S. regarding the
influence of PL equity on store loyalty. We also find significant differences in Spain
when retailers offer mixed assortments, both small and large, and the high equity NB
represents only one third. These results suggest several recommendations for
retailers, depending on the country and the type of assortment they choose.

Keywords Private label · Retailing · Assortment · Store loyalty · High equity

1 Introduction

Achieving customer loyalty is a strategic issue for retailers and a relevant long-term
competitiveness factor. Loyal customers make more purchases at the same store,
tend to be less sensitive to prices and, consequently, less likely to look for alterna-
tives and store switching (Knox and Denison 2000). Therefore, retailers seek lasting
relationships with their customers and consider consumer loyalty strategies a priority
(Kotler 1994). However, there are many difficulties to achieve customer loyalty.
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Currently, cross-buying behavior among consumers between different stores, and
even between different retail formats, is common (Rhee and Bell 2002). This is due,
among other questions, to profound changes in retailing sector, in which there is a
strong segmentation of the market and a great diversity of commercial formats
(Sirohi et al. 1998).

In this environment, assortment appears as an element of strategic importance for
retailers to have customer loyalty. Specifically, two factors seem to have a prominent
role: (1) the size of the assortment, and (2) its composition, with the important
penetration that the private label (PL) has had in recent years, which has led to its
consideration as high or low equity. The concept of high and low brand value,
traditionally applied exclusively to national brands (NB), is now also used in PLs,
with the development of products with better image and higher quality, such as
functional products or PL of Premium category (e.g. Tesco Finest, Deluxe by Lidl).
Faced with this situation, it is no longer possible to treat PLs as a homogenous group
of brands in relation to their quality and image among consumers (Szymanowski and
Gijsbrechts 2012). The strong expansion of the PL in recent years by retailers is
evident, which has led to important changes in the composition of their assortments.
Even part of the literature argues that PL loyalty has a direct effect on loyalty to the
retailer (Gómez and Okazaki 2007).

However, different patterns of consumer behavior may be expected depending on
the characteristics of the market (Youn et al. 2001). So, we analyze the possible
differences between Spain and the U.S., given the clearly different characteristics of
these markets (PL market share in Spain in 2017 was 41%, considerably higher than
in the U.S., 16.6%). In addition, the assortment (in terms of size and composition)
may be a determining factor to consumer behavior. Thus, this paper analyzes the
influence of PL equity on consumer loyalty towards the store, both in Spain and in
the U.S., considering assortments with different size and structure (PL only and
mixed-assortments). An online experiment was developed in both countries. Results
show significant differences between Spain and the U.S., and even in the Spanish
market, depending on the type of assortment.

2 Literature Review and Hypotheses

Store loyalty has been measured differently by previous studies, but usually follow-
ing a multidimensional approach, and also considering both behaviors and attitudes
(Smith et al. 2003). Thus, we can explain it as a behavioural response of consumers
towards a certain brand or store, over time, which implies patterns of repetition of
purchase, and relative volume of purchase in the same place (Dunn and Wrigley
1984). Dick and Basu (1994) explain store loyalty by adding attitudinal elements,
such as affection towards a specific brand or store. It has been also found a direct
relationship between consumers’ perception of assortment variety and their intention
to be loyal to the store (Verhoef et al. 2007).
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Brand equity is defined as the added value that a name or a brand brings to a
specific product, store or retailer (Farquhar 1989). Chandon et al. (2000) distinguish
between high and low equity brands. A brand has high equity if consumers react
more favourably to a product when the brand is identified, than when it does not.
Brand equity is a relevant element to generate competitive advantages not based on
price; thus, a high brand equity means that consumers have strong and positive
associations related to that brand, perceive the brand as high quality and develop
loyalty towards it. On the other hand, the main reason for buying a brand with low
equity is its low price. To measure the brand equity in the field of marketing, various
methods are used, which include concepts such as level of awareness, sales volume,
market share or consumer’s quality perception (Keller 2003). As consumers are
more committed to high equity brands than low equity ones, they are likely to value
those assortments that have a high proportion of high equity brands (Kahn and
Lehmann 1991). Anyway, retailers offer both types of brands, high and low equity,
in their assortments, so their customers can meet heterogeneous needs (Hoch et al.
1999).

With respect to the capacity of PL to generate store loyalty, there are different
streams in the literature. On the one hand, there are those who consider that PL
buyers have a very high awareness of value and, therefore, have a greater sensitivity
to prices (Hoch et al. 1999), which leads them to search for alternatives and be less
loyal to the retailer and to the store (Hansen and Singh 2008). On the other hand,
there are those who understand that PL brings exclusivity to retailers, which allows
them to generate loyalty towards the chain (Ailawadi et al. 2008) and increases store
loyalty, among other advantages (Steenkamp and Gielens 2003). A positive image of
the PL helps companies be more competitive and encourages consumers to
repurchase the same PL and, therefore, to repurchase at the same store (Porter and
Claycomb 1997). Corstjens and Lal (2000) even recommend retailers to introduce
high equity PL in their assortments, due to its ability to generate store loyalty.

3 Methodology and Results

We developed a controlled online experiment with a sample of 2800 individuals
belonging to two large consumer panels in Spain and the U.S., owned by IRI
Worldwide. On the Spanish panel, 1400 individuals (59.7% female, 40.3% male)
ranged in age from 24 to 65 (average 41.75), and on the U.S. panel, also 1400
individuals (73% female, 27% male) were aged 24 to 79 (average 52.9), all of them
responsible for buying food products, cleaning and personal care products at their
homes. IRI panel is statistically representative of the population of both countries,
both in terms of socio-demographic variables (gender, age, income level, education
level, family size), and geographical distribution. The experiment has been repli-
cated exactly in both countries, only differing the brands in the assortments.

In this experiment, two relevant aspects of the assortment variety were consid-
ered: size and composition. With respect to the first, three different assortment sizes
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are considered: one brand; four brands (small), and ten brands (large). The defini-
tions of “small” and “large” assortments are based on previous experiments
(Chernev 2003). As for the composition of the assortment, this included either
only PL (assortments with a single brand), or mixed assortments, with PL and NB
(assortments with 4 and with 10 brands). Additionally, assortment varied according
to the PL brand equity (high-equity vs. low-equity) and the proportion of NB high
equity (one third, or two thirds). In total, therefore, ten different scenarios were
shown to consumers during the experiment. The experiment was conducted in four
product categories, classified according to the typology developed in Dhar
et al. (2001).1

Within each condition, brands presented in Spain and the U.S. were classified and
selected according to their market share in each country and the rating given by IRI
to each brand. From this information, we selected Hacendado (food products) and
Bosque Verde (personal care and cleaning products) (Mercadona) and Great Value
(Walmart) as high-equity PLs in the Spanish and the U.S. experiment, respectively;
Auchan (Alcampo) and Kroger (food products) and Home Sense (personal care and
cleaning products) (Kroger) were used as low-equity PL in the Spanish and the
U.S. markets, respectively. Individuals were randomized to the different scenarios.
The final number of individuals for each type of variety was 35. Considering that the
experiment was carried out in four product categories, the total number of individ-
uals for each type of assortment combination was 140. Therefore, we worked with a
total sample of 1400 individuals both in Spain and in the U.S. After viewing an
online presentation of the assortment, respondents filled out a questionnaire that
assessed several aspects. To analyze customer loyalty we used a single-item, five-
point scale (Rossiter 2002) on which respondents assessed the probability of
switching to another store for future purchases of category and shopping-basket.
To measure store-switching intentions, we used a 5-point Likert scale.2

To evaluate the response and loyalty of consumers towards the store, based on
different compositions and sizes of the assortment, we performed an ANOVA
analysis of variance. This method allows us to compare several means in different
situations and, in this case, it will allow us to know the influence of the inclusion of
high equity NB and in the different assortments. The results obtained are presented
in Tables 1 (Spain) and 2 (U.S.).

Table 1 ANOVA analysis
(Spain)

Assortment F Sig.

PL only 1688 .195

Small and 1/3 high equity NB 5728 .017

Small and 2/3 high equity NB 1681 .196

Large and 1/3 high equity NB 4765 .030

Large and 2/3 high equity NB 1370 .243

1We selected the following four product categories: yoghurt (staples), fresh bread and rolls (niches),
toilet tissue (variety enhancers) and laundry detergent (fill-ins).
21—Definitely continue shopping in this store; 5—Definitely go to another store.
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Results show significant differences between Spain and the U.S. regarding the
influence of PL equity on store loyalty. In Spain, there are scenarios where the
existence of high equity PL has influence on consumer loyalty to the store and others
where it does not. However, we do not find these differences in the U.S., where its
influence is not significant in any of the scenarios analysed. Specifically, the
scenarios in the Spanish market where introducing a high-equity PL influences
store loyalty are mixed assortments, both small and large, where high equity NB
represents only one third of such assortments. Table 3 summarizes ANOVAs results
(p-values) for all the scenarios analyzed in Spain and the U.S.

4 Conclusions and Managerial Implications

Based on our findings, introducing high equity PL has different consequences on
store loyalty, showing important differences depending on both country and assort-
ment configuration.

Regarding the Spanish market, the fact that the existence of high value PL does
not affect the loyalty of stores with assortments of a single brand (PL only) could be
due to customers of this type of stores, normally linked to the format discount, have a
greater awareness of value and sensitivity to price, so that they are more faithful to
the commercial format itself and to a specific purchasing behavior (search for low
prices) than to a certain brand, even if it is of high equity. Thus, our recommendation
for these retailers would be they only focus their customer loyalty actions on low and
competitive pricing strategies.

In addition, the existence of high equity PL does not influence the store loyalty
when it comes to assortments in which most of the NB (two thirds) are of high equity.
This may be because these types of consumers are more likely to acquire NB, with
the PL having relative importance. Normally, these retailers are characterized by

Table 2 ANOVA analysis
(U.S.)

Assortment F Sig.

PL only 1311 .253

Small and 1/3 high equity NB 1504 .221

Small and 2/3 high equity NB 046 .830

Large and 1/3 high equity NB 085 .771

Large and 2/3 high equity NB 761 .384

Table 3 Summary of the
significance values of the
ANOVA analysis

Type of assortment Sig. Spain Sig. U.S.

PL only .195 .253

Small and 1/3 high equity NB .017 .221

Small and 2/3 high equity NB .196 .830

Large and 1/3 high equity NB .030 .771

Large and 2/3 high equity NB .243 .384

Significant values are bolded
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having a greater commitment to quality and including brands of prestige. Hence the
existence, or not, of high equity PL is not so influential on customer loyalty.
Therefore, our recommendation is reinforce their commitment to brands of high
reputation and all those elements that improve the store image, as all this can lead to
strengthening customer loyalty. We also suggest offering a high equity PL, since
consumers will expect, consistently with the quality of the brands of the assortment,
a high equity store brand.

However, in scenarios with mixed assortments, whether small or large, where
only one third of the NB is high equity, the existence of high equity PL does offer
significant differences in terms of consumer loyalty. Thus, when consumers are
faced with these assortments the fact of having a high equity PL will increase the
store loyalty. This suggests that the PL does play a relevant role in this type of
assortment, whose customers seek a balance between price and quality. Having a
high equity PL facilitates the process of choice and store loyalty. Our recommenda-
tion to achieve store loyalty is develop a high equity PL, betting on quality,
innovation and a good communication strategy of these brands. We think that the
strategy of these retailers should focus on maintaining a balanced assortment, with a
high equity PL, while paying attention to offer competitive prices, as relevant factors
to achieve store loyalty. Retailers should capitalize their retail shelves, offering high
equity brands, both PL and NB, that are well positioned among consumers and offer
medium-high sales volume.

Regarding the U.S., no significant differences are obtained in any of the analyzed
scenarios, neither PL only, nor mixed, whether small or large, which indicates that
the PL equity in the U.S. could not be a determining factor for store loyalty. This
difference with respect to the Spanish market could probably be due to the lower
level of preference and market share of PL in the U.S., since in Spain PL have
achieved a level of notoriety and significant market share, and this is appreciated by
consumers. In addition, hard discount format has a long tradition in the U.S. and
consumers are used to varying their purchases among several retailers.

This paper has some constraints, where we highlight we do not differentiate by
product categories. It would be interesting to analyze if there are significant differ-
ences, in both countries, according to the type of product.

References

Ailawadi, K. L., Pauwels, K., & Steenkamp, J. B. (2008). Private label use and store loyalty.
Journal of Marketing, 72(6), 19–30.

Chandon, P., Wansink, B., & Laurent, G. (2000). A benefit congruency framework of sales
promotion effectiveness. Journal of Marketing, 64(4), 65–81.

Chernev, A. (2003). When more is less and less is more: The role of ideal point availability and
assortment in consumer choice. Journal of Consumer Research, 30(2), 170–183.

Corstjens, M., & Lal, R. (2000). Building store loyalty through store brands. Journal of Marketing
Research, 37(3), 281–292.

156 J. L. Ruiz-Real et al.



Dhar, S. K., Hoch, S. J., & Kumar, N. (2001). Effective category management depends on the role
of the category. Journal of Retailing, 77(2), 165–184.

Dick, A., & Basu, K. (1994). Customer loyalty: Toward an integrated conceptual framework.
Journal of the Academy of Marketing Science, 22, 99–114.

Dunn, R., & Wrigley, N. (1984). Store loyalty for grocery products: An empirical study. Area, 16
(4), 307–314.

Farquhar, P. H. (1989). Managing brand equity. Marketing Research, 1, 24–33.
Gómez, M., & Okazaki, S. (2007). Estimating store brand shelf space: A new framework using

neural networks and partial least squares. International Journal of Market Research, 51(2),
243–266.

Hansen, K., & Singh, V. (2008). Are store-brand buyers store loyal? An empirical investigation.
Management Science, 54(10), 1828–1834.

Hoch, S., Bradlow, E. T., & Wansink, B. (1999). The variety of an assortment. Marketing Science,
18(4), 527–546.

Kahn, B. E., & Lehmann, D. R. (1991). Modeling choice among assortments. Journal of Retailing,
67(3), 274–299.

Keller, K. L. (2003). Strategic brand management (2nd ed.). New Jersey: Prentice Hall.
Knox, S., & Denison, T. (2000). Store loyalty: Its impact on retail revenue. An empirical study of

purchasing behaviour in the UK. Journal of Retailing and Consumer Services, 7, 33–45.
Kotler, P. (1994). Marketing management, analysis, planning, implementation and control (8th

ed.). Englewood Cliffs, NJ: Prentice Hall.
Porter, S. S., & Claycomb, C. (1997). The influence of brand recognition on retail store image.

Journal of Product and Brand Management, 6(6), 373–385.
Rhee, H., & Bell, D. (2002). The inter-store mobility of supermarket shoppers. Journal of Retailing,

78, 225–237.
Rossiter, J. R. (2002). The C-OAR-SE procedure for scale development in marketing. International

Journal of Research in Marketing, 19(4), 305–303.
Sirohi, N., McLaughin, E., & Wittink, D. (1998). A model of consumer perceptions and store

loyalty intentions for a supermarket retailer. Journal of Retailing, 74(2), 223–245.
Smith, A., Sparks, L., Hart, S., & Tzokas, N. (2003). Retail loyalty schemes: Results from a

consumer diary study. Journal of Retailing and Consumer Services, 10, 109–119.
Steenkamp, J. E. M., & Gielens, K. (2003). Consumer and market drivers of the trial probability of

new consumer packaged goods. Journal of Consumer Research, 30(3), 368–384.
Szymanowski, M., & Gijsbrechts, E. (2012). Consumption-based cross-brand learning: Are private

labels really private? Journal of Marketing Research, 49(2), 231–246.
Verhoef, P., Langerak, F., & Donkers, B. (2007). Understanding brand and dealer retention in the

new car market: The moderating role of brand tier. Journal of Retailing, 83(1), 97–113.
Youn, S., Sun, T., & Wells, W. D. (2001). Commercial liking and memory: Moderating effects of

product categories. Journal of Advertising Research, 41(1), 7–13.

Influence of PL Equity on Store Loyalty: A Comparative Analysis Between. . . 157



Part IV
Modelling and Theoretical Research



Can Stochastic Availability Predict Private
Label Shares? Modelling Approach
and Preliminary Results

Yutian Shen and Jack Cadeaux

Abstract Unless buying on-line, consumers only buy retail products from stores at
which they shop. The objective of this paper is to answer the following research
question: Can the realized availability of private label products, given their exclusive
distribution, combined with consumer shopping patterns across multiple stores,
when combined with revealed preferences from brand choices, be used to predict
private label shares? By addressing this question, we hope to use a stochastic choice
model approach to better understand the relationship between the exclusive distri-
bution of private label brands and their market share by refining the measurement of
distribution to account for their purchase occasion-specific availability.

Keywords Private labels · Exclusive distribution · Stochastic availability · Market
share

1 Introduction

Highly aggregated measures of distribution do not generally capture the availability
of products faced by different consumers on shopping trips. Jeuland (1979) and
Bruno and Vilcassim (2008), examined effects of distribution on market share by
considering consumer choice. Planned availability, even apart from stock-outs,
means that some products may only be available in some stores. Arguably, the
market share of brands depends on consumer preferences and whether the brands are
available at the stores at which a shopper shops. This matter is quite general and
problematic for national brands whose distribution status varies across brands and
over time. For some brands and in some periods, national brand distribution can be
quite intensive. In other cases, it can be much more selective. For fast moving
consumer goods (FMCGs), it is rare, although possible, for national brands to
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engage in exclusive distribution (Gielens et al. 2014). However, private labels
present a special archetypical case, since their distribution is purely exclusive.
That is, each retailer stocks only its private labels and not those of competitors.
The converse is also true: one retailer only distributes each private label. This 1-1
correspondence between private labels and retailers is the defining feature of such
brands.

Early studies made strong assumptions about consumer store loyalty, store size,
store shopping patterns, brand independence in distribution, and purchase rates. This
paper relaxes most of these assumptions and aims to answer the following research
question: How can the realized availability of private label products, given their
exclusive distribution combined with consumer shopping patterns across multiple
stores, when combined with revealed preferences from brand choices, be used to
predict private label shares? It uses a stochastic availability model that considers the
essentially exclusive distribution of private labels. It tests the model with IRI
(Information Resources Inc.) scanner panel data (Bronnenberg et al. 2008). It does
this analysis for the laundry detergent, paper towels, and milk product categories
with a benchmark comparison against naïve ACV-based predictions that managers
are much more likely to be able to use in practice.

2 Stochastic Models of Store and Brand Choice

Stochastic models examine how consumers choose brands. By examining choices
across purchase occasions, they reveal aggregate brand switching patterns and
variations in choice probabilities. Most such models do not consider distribution
and tend to assume that products are always available. Early on, analysts argued that
a macro model of market share should include distribution and consider heteroge-
neity (Bass and Pilon 1980). As far as we know, to date, Jeuland (1979) and Bruno
and Vilcassim (2008) are the only studies that present such models.

Jeuland (1979) considered brand availability within choice models instead of
assuming that all brands are identically distributed across stores. He included
unobserved heterogeneity in brand availability to account for this phenomenon. He
begins with a random consumer choice model with preference strength related to
consumers’ choices across available brands. Choice probability depends on prefer-
ence strength. Then, he integrates the individual consumer into the aggregate levels
of market share, brand repeat buying, and brand-switching. This macro-model
considers the heterogeneity of the population based on preference strength. The
probability distribution of the quantity an individual consumer chooses is a function
of the purchase rate of the product category, average quantity bought in each
purchase occasion, and the probability of brand choice. Because of the assumption
of independence, market share depends only on the expected value of brand choice.
Jeuland (1979) thus incorporates distribution as unobserved availability. Jeuland’s
model also makes strict assumptions—namely, that a consumer always visits a
certain store and has an “average” rate of purchase (i.e., are neither significantly
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heavier nor lighter buyers), that all outlets are equal in size, stock a brand indepen-
dently of other brands, and have equal patronage.

Bruno and Vilcassim (2008) extend the traditional discrete-choice-based demand
estimation method developed in Berry et al. (1995). They relax the availability
assumption to correct the demand parameters. Their model uses information on
aggregate availability to simulate the potential assortments that consumers may face
when shopping. To measure aggregate availability, they use all-commodity volume
(ACV) weighted retail distribution as the aggregate availability variable. Bruno and
Vilcassim (2008) still use aggregate levels of retail distribution, rather than observ-
ing what is planned to be sold in each store on a purchase occasion. Yet it is easy to
capture store-level distribution by observing it as implicit in panel data. This
approach could substitute partially for ACV-weighted distribution scores.

Cadeaux (1997) questions Jeuland’s (1979) assumptions about store choice and
availability and describes store choice as preceding brand choice. Then, he combines
the two into a revised availability model. That model assumes that distribution
should capture product availability for a consumer at a specific store-shopping
occasion. In this sense, store choice “precedes” brand choice. Although this assump-
tion may be safe for many FMCG categories and for many FMCG national brands, it
would seem to be ideally suited to private labels, although that assumption may not
hold equally across categories. A very simple way to explore this question is to
consider categories with widely varying private label shares.

3 Assumptions and Model Overview

The new model used here also makes a wide range of assumptions. It assumes that
brand choice is substantially stochastic and that not all brands in the choice set are
available in each shopping trip but that only a subset of all brands of the category
choice set is available. It also assumes that a consumer’s purchase rate, average
quantity bought per purchase occasion, and the consumer choice probabilities are
independently distributed. But is also assumes that a consumer does not always shop
in one store and that consumers have different, albeit unobserved, preferences across
different stores. The overall size of the clientele of these outlets is also assumed not
to be significantly different from that of any other store. Thus, it does use a store
weighting factor such as ACV or PCV. It assumes that the customers of these outlets
are neither significantly heavier nor lighter buyers of the category; that is, each store
attracts the same usage rate segment. Most importantly it assumes that consumers
choose stores before they choose a brand or SKU and that these two steps are
independent. A given product is not present in the distribution status matrix when
there is no purchase of this product during the observed week in the aggregate
scanned panel data. An assumption that unobserved individual preference strength
follows a Gamma distribution, implies that the choice probability vector follows a
Dirichlet distribution.
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To describe how FMCG brands are purchased in the market, Dirichlet models are
usually built when the market is stationary and unsegmented. In these markets, we
commonly believe that there is little variation in brand sales and little obvious
grouping for different brands in a category over a period. That assumption may or
may not apply in a category that contains both national and private label brands.
Specifically, we assume that purchase incidence and brand choice follow a mixture
of distributions at four levels in the Dirichlet model. For purchase incidence, it is
assumed that individual successive purchase behavior is random and independent
across purchase occasions in a certain period (usually 1 week). This succession
period chosen is equal and non-overlapping. The number of product-category
purchases for an individual is assumed to follow a Poisson distribution. The pur-
chasing rates for varying individuals take the form of the Gamma distribution.
Therefore, the aggregate number of purchases of the product made by all individuals
in a long period follows a Negative Binomial Distribution (NBD) (Goodhardt et al.
1984). The brand choices of an individual are assumed to be random over purchase
occasions and the probabilities of choosing a given brand are fixed over time and
independent over successive purchases. In addition, the number of purchases of a
certain brand by one individual in a sequence of purchases follows a multinomial
distribution (Wilks 1962). The choice probabilities for varying individuals follow a
multivariate Beta or Dirichlet distribution. Here a Beta distribution is selected for
choice probabilities because of its flexibility, tractability and successful applicability
in various stochastic buyer behavior models. Therefore, the purchases of different
brands by all individuals follow a mixture of a multinomial with a Dirichlet
distribution (Goodhardt et al. 1984).

Briefly, the empirical analysis proceeds by observing a store repeat-switching
matrix. This is used to estimate a store choice preference vector. Then, we observe
the in-store distribution status. For example, we construct at the brand level, a (0, 1)
distribution status matrix to indicates which stores stock which brand for the product
category in each period where the status is 1 if there is a purchase record of this brand
in each week over the period at the observed stores and 0 otherwise. We develop an
aggregate distribution status matrix across weeks for each brand at every store based
on weekly distribution status records. As a third step, an availability measure is
developed by considering store preference (step 1) and brand distribution status (step
2); as the fourth step, by observing and calculating a brand repeat or switching
matrix, brand choice preference is generated. Last, revised estimates for brand shares
are obtained according to the availability measure (step 3) and the brand choice
preference (step 4).

4 Preliminary Results

Table 1 shows the preliminary results of the model for private label brands only. The
first column displays the actual market shares of the private label brands in each
category. The second column shows the “naïve” predictions of an ACV model that
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simply projects store ACV shares against the most recent historical aggregate share
of PL sales in the category [i.e., Predicted share of store i PL ¼ (ACV for store i) *
(PL share of category sales)]. Finally, the third column shows the predictions of the
new stochastic availability model. Given five retailers in the market and the fact each
retailer in this market offers one PL brand in each category, Table 1 displays the
results for five PL brands in each category. The categories were chosen because
(a) they are among the categories for which scanner panel data were available,
(b) that are categories that consist of well-defined sets of substitutes, and (c) they
represent a wide range of PL brand penetration. The first category, laundry detergent,
has a very low PL share of total category sales (3.13%), the second, milk, has a very
high PL share (50.87%), while the third, paper towels, has a moderate overall PL
share (15.60%). The ACV shares for the five stores are as follows: store 1 (35.16%),
store 2 (15.58%), store 3 (1.80%), store 4 (2.41%) and store 5 (45.05%).

To demonstrate fit, Table 2 presents the average mean squared errors (MSEs) for
three sets of products: the 15 private label products in three categories from this
study and two other sets of national brand products from another larger study in this
project. Clearly, the higher MSEs show that the quite complex availability model

Table 1 Actual and predicted private label market shares

PL brand Actual share (%) ACV prediction (%) Availability model (%)

Detergent PL a 0.55 1.10 0.11

Detergent PL b 0.59 0.49 0.18

Detergent PL c 0.04 0.06 0

Detergent PL d 0.04 0.08 0

Detergent PL e 1.91 1.41 1.30

Milk PL a 13.19 17.89 5.74

Milk PL b 12.04 7.93 5.57

Milk PL c 0 0.92 0

Milk PL d 0.55 1.23 0.05

Milk PL e 25.09 22.92 15.22

Paper towels PL a 4.4 5.48 2.49

Paper towels PL b 2.8 2.43 0.87

Paper towels PL c 0.4 0.28 0.02

Paper towels PL d 0.6 0.38 0.05

Paper towels PL e 7.4 7.02 4.57

Table 2 Some illustrative model fit statistics

Product context
ACV prediction
(MSE)

Availability model
(MSE)

Fifteen private labels of three categories in this paper 0.000314 0.001411

Four national brands of laundry detergent in another
related study

0.101771 0.024143

Six national brands of paper towels in another related
study

0.092510 0.029566
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used here does not fit as well as a naïve ACV model for the private label products.
However, for the national brands in a related study, it does fit much better than a
naïve ACV model. It thus seems that any sort of distribution-based model predicts
market share much better for private labels than it does for national brands, not doubt
due to their one-to-one exclusivity. However, a preliminary yet clear conclusion
would be that there is little to be gained by using a more sophisticated stochastic
choice availability model to predict private label shares. A much more naïve model
does quite well, if not much better. Nevertheless, there is much to be gained by using
a more sophisticated stochastic availability model for national brands, the complete
evidence for which is contained in another related study.

Several observations arise from these preliminary results. First, it is important to
note that the PL shares and the predictions arise in categories that are dominated by
national brands, except for milk for which PL brands slightly dominate. The results
show that the new stochastic availability model always tends to under-predict overall
PL share and shares for each PL entry. It is possible to speculate on some reasons for
this. One might be that a sophisticated availability model simply makes more sense
for national brands than for private labels in the sense that while store choice may
“precede” brand choice for national brands, private label brands, as exclusive
brands, are not only exclusive in distribution but create in a sub-segment in the
category or a market partition (Grover and Srinivasan 1987). That is, in a general
sense, shoppers, unless highly brand loyal, may plan a basic category purchase for
goods such as detergent, milk, and paper towels, then make a brand choice that is
restricted to the choice set on offer at the store. Private label buyers may be a
different segment in the sense that they jointly plan a brand and category purchase.
In which case, a naïve ACV model is a reasonably sufficient predictor for their
market share. Nevertheless, it is also clear, that in the big picture, distribution no
matter how modelled, means more for private labels than for national brands whose
market share results depend also on other marketing mix factors.

This work is part of a much larger application of this stochastic availability model
for national brands and national brand SKUs, which compares its performance
against a range of models of increasing complexity. We hope that that larger study
will shed further light on some aspects of the problem discussed here.
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A Bibliometric Analysis of the Private
Label Literature

Marcello Sansone, Annarita Colamatteo, and Maria Anna Pagnanelli

Abstract This work analyses a dataset of 567 papers (from 1990 to 2017) about
private label and store brand, providing a framework of the scientific literature in
terms of trends in publications over time, the most productive and most cited authors,
and the most relevant scientific journals. Moreover, an analysis of the co-occurrence
of the keywords, synthesized in a co-word map, provides a representation of the
content of the research about the private label and defines the cognitive structure of
the field, involving information about the core topic, the active research fronts and
emerging topics.

The results show an increasing relevance of the private label literature over time,
the main core of research that concerns the determinants and model for private label
purchase, and numerous aspects that can be explored in research about the private
label.

Keywords Private label · Store brand · Bibliometric analysis · Co-occurrence ·
Co-word analysis

1 Introduction

Despite the uncertainty of the macroeconomic scenario, in recent years the private
label has shown great vitality, establishing itself as a key factor for the retail industry.
The private label arises at the centre of the relationship with the customer and
assumes a great role within the economic system in terms of investment, employ-
ment and support for companies and small and medium-sized enterprises. The
performance data at the European level highlight the strategic relevance of the
private label in consumption dynamics and the increasing role in the market over
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time [in 1990, the private label market share was 21% (Nielsen); in 2016, it was 44%
(PLMA)].

The literature on the subject of the private label has addressed several topics: the
definition and its evolution over time (Cristini 1992; Fornari 2007; Pastore et al.
2007; Castaldo et al. 2013); the determinants of market share (Lamey et al. 2007;
Rubio and Yague 2009; Sethuraman and Gielens 2014); the role of the private label
in the management policies of retailers and in the retail marketing mix levers
(Ailawadi and Keller 2004; Fornari 2009; Lugli 2003); and the consumer behaviour,
purchase preferences and the factors that influence consumer choices (Ailawadi et al.
2001; Dalli and Romani 2003; Sprott and Shimp 2004; De Wulf et al. 2005;
Dolekoglu et al. 2008).

Considering the importance of this topic, we implement a bibliometric analysis of
contributions to the literature on the private label that aims at identifying the most
studied issues and the emerging topics under consideration, useful for both aca-
demics and managers (Galvagno 2011).

The relevance of the bibliometric analysis of scientific studies is underlined by
literature. Firstly, the studies within this discipline start from the scientific contribu-
tion of Alan Pritchard, who in 1969 proposed the introduction of the term
‘bibliometric’ to indicate “the application of mathematics and statistical methods
to books and other forms of written communication”. The definition of ‘bibliometric’
over time (British Standard Institution 1976; Fairthorne 1969; Burton 1988; Tague-
Sutcliffe 1992) has not changed substantially from that provided by Pritchard; in
fact, researchers define the objectives, the instruments and the topic under study to
delineate the current role of bibliometrics in the quantitative analysis of large-scale
scientific products. A bibliometric analysis can also instigate citation analysis and a
content analysis methodology. This methodology can be summarized using maps
representing the topic being researched; such activity is considered a proven research
methodology, and the application of bibliometrics is useful to outline the research
branches, the recurring themes and emerging aspects. A map of science is a two- and
three-dimensional representation of a research branch (Noyons 2004), whose ele-
ments are the topics or themes of the same mapped research branches.

For the construction of such maps, bibliometrics uses the principle of
co-occurrence of bibliographic elements. Where more than two elements appear
together in the same document, then the probability is greater that they have a
structural correlation with the concepts characteristic of that research branch; their
position on the map is represented by neighbouring points (De Bellis 2005).

To identify what are the most studied issues and the most important topics in
relation to the private label, we carry out a bibliometric analysis; such an analysis can
be used by scholars and managers to understand the growing strategic role of the
private label within the retail industry.
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2 Methodology

This paper aims to detect what are the most studied issues and emerging topics in
research on the private label through a bibliometric analysis of literature.

In general, analysis of the intellectual structure and evolution of a science (or a
research branch) is believed to be useful for both academics and managers: for the
scholars, the utility resides in the ability to place their own research in a field well
delineated and to identify new ways to progress and new opportunities; for the
managers, it may provide guidance on the development of the conceptual foundation
on which practical knowledge essential to their profession is developed (Galvagno
2011).

Therefore, on these premises, it is useful to outline the current state of research on
the private label through a descriptive bibliometric analysis of 567 papers, aimed at
detecting temporal trends in scientific publications, the most relevant authors, the
most cited authors, the most important journals and the most used keywords. The
selection process for the contributions to the literature was performed on the Web of
Science database using the keyword “private label/s” or “store brand/s” as the main
topic of the article and sorting results according to the increasing number of citations
over time.

The same dataset was analysed through VosViewer, a leading software for the
construction of bibliographic maps and networks, processing research maps
according to the methodology of co-word analysis.

Such maps represent better than others the content of research contributions and
the cognitive structure of a scientific field (Courtial et al. 1984), since they provide
information about the core topic, namely the active research fronts within a scientific
theme and emerging topics. It is also helpful to understand the network of correla-
tions between primary, secondary and emerging topics that goes beyond the simple
content analysis of research contributions.

The implication behind this methodology is that being able to map the
co-occurrences and the frequency with which they recur within the most relevant
papers on the subject is useful in classifying how many and which research branches
emerge and what are the most studied aspects of the keyword’s topic.

3 Results and Discussion

To define products sold by retailers with their name or the brand owned by the retail
companies, the terms ‘private label’ and ‘store brand’ are the most frequently used in
international literature. Therefore, to perform a descriptive bibliometric analysis and
a co-word analysis, a double level of selection of papers has been made ex ante.

The first selection of the papers was performed on the database Web of Science,
using the keywords “private label” or “private labels” as the principal topic and
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sorting results according to the increasing number of citations over time: 370 papers
are identified.

Hereinafter are the results of the descriptive bibliometric analysis performed,
summarized according to trends in scientific publications over time, most productive
and most cited authors, and the most important scientific journal.

The first results of the analysis refer to the temporal distribution of the 370 pub-
lications analysed. From 1990 to 2017, the number of publications per year on the
topic of the private label registers a trend which is definitely growing, reaching the
maximum number in the year 2015 (#49) and maintaining over the last 5 years an
average number per year higher than previously. This trend is confirmed by the
relative number of publications, in relation to the total number of publications in the
dataset, which highlights the exponential increase in research contributions on the
private label over time.

The second point of the results is related to the most relevant authors of research
on the private label. To that effect, two indexes were considered: the number of
published contributions on the subject and the number of citations of each author. In
particular, referring mainly to the latter indicator and considering the relevance of
citations, Hoch, Ailawadi and Narasimhan emerge, along with a larger number of
authors with fewer citations around the same average. We also noted a correlation
between the number of papers published and the number of citations obtained.

Following the same criterion, the most relevant journals and book series on the
topic of the private label are considered. In terms of the number of publications on
this topic among the total publications in the journals, in first place, there is a
specializing Springer series, Advances in National Brand and Private Label Mar-
keting, followed by the Journal of Marketing and the Journal of Retailing. In terms
of citations, the Journal of Marketing and the Journal of Retailing considerably
outdistance other journals. The rest achieve a decreasing number of citations, with
minor differences between values.

Due to the frequency of use of the term ‘store brand’ as synonymous with ‘private
label’, the analysis presented thus far was replicated for 197 selected papers from the
Web of Science using the keywords “store brand” or “store brands” as the principal
topic of the paper and sorting the results according to the increasing number of
citations over time.

The first results of the analysis are related to the temporal distribution of the
197 analysed publications. From 1992 to 2017, the number of publications per year
on the topic of store brand recorded a significant growing trend, reaching the
maximum number in the year 2015 (#25) and maintaining for the past 3 years an
average number per year higher than previously.

This trend is confirmed by the relative number of publications (in relation to the
total number of publications in the dataset), which highlights the exponential
increase of research contributions on store brand from 2010 to the present.

The second point of the results is related to the most relevant authors of researches
on store brand. To that effect, two indexes were considered: the number of published
contributions on the subject and the number of citations of each author.
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According to the latter criterion, the most relevant authors are Richardson,
Ailawadi, Verhoef, Dhar and Raju. In this case, there is a correlation between the
number of papers published and the number of citations obtained.

Following the same approach, the most relevant journals and book series in terms
of store brand are considered. This reveals different results from the previous
analysis: in terms of number of publications on this topic in total publications in
the journals, at the top of the ranking are the Journal of Retailing,Marketing Science
and the International Journal of Retail and Distribution Management. In terms of
citations, the Journal of Marketing, the Journal of Retailing and Marketing Science
are at the top with a very similar average number of citations.

All the results described are summarized in Table 1.
The same papers (unified in a single database, eliminating repetitions and con-

sidering the first 500 papers) are analysed through VOSviewer, a leading software
for the construction of bibliographic maps and networks, to develop a map of the
research according to the methodology of co-word analysis, aimed at highlighting
graphically the main topic studied by prevailing literature related to the terms
‘private label’ and ‘store brand’.

Since the latter aspect is considered very important to identify the main topic
analysed by literature and the emerging aspects for future research, a textual analysis
of the keyword was conducted.

Figure 1 reveals a main core of research linked to the terms ‘private label/s’ and
‘store brand/s’, which highlights the frequent comparison with national brands and
the core of research about perceptions of private label products and certain factors
that determine performance and competition, such as quality, price or loyalty.

Table 1 Indicators of private label literature

Indicator Keyword: Private label Keyword: Store brand

Publication
per years

Significant increase since 2010 Significant increase since
2008

Relative pub-
lication
volume

Exponential increase since 2010 Exponential increase since
2013

Productive
authors
(first three)

Nenycz-Thiel; Amrouche; Beneke Rubio; Diallo; Gonzalez-
Benito

Most cited
authors
(first three)

Hoch; Ailawadi; Narasimhan Richardson; Ailawadi;
Verhoef

Relevant
journals
(first three)

Advances in National Brand and Private Label
Marketing; Journal of Retailing; Journal of
Marketing

Journal of Retailing; Market-
ing Science;
International Journal of
Retail and Distribution
Management

Most cited
journals
(first three)

Journal of Marketing; Journal of Retailing;
Marketing Science

Journal of Retailing; Journal
of Marketing; Marketing
Science
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Moving away from the centre, we can see aspects mainly related to consumer
behaviour, the choices that the consumer makes, and the role that other factors
play in the private label, such as promotions or information. Finally, in the (green)
cold zone are a higher number of topics with fewer co-occurrences, which could
represent emerging aspects for future research. Table 2 synthesizes the main topics,
the sub-topics and the emerging aspects of research into the private label and store
brand.

Fig. 1 Co-word map of private label literature

Table 2 Summary of research topics about private label and store brand

Main research topics
National brand
Perceptions
Price
Quality
Competition
Loyalty

Research sub-topics
Consumer behaviour, choice, performance, model, retailer/retailing, impact, brands, determinants,
promotions, information, market.

Emerging aspects
Premium products, generic brand, category choice, perceived risk, antecedents, satisfaction,
channel, demand, sales purchase, purchase intention, equity, product quality, power, game theory
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4 Conclusions, Limitations and Further Research

The present work highlights the growing relevance of the private label topic in
scientific research. Analysis of the literature through the two main keywords “private
label/s” and “store brand/s” has shown a growth in the number of published papers
per year and a relative publication volume exponential from 2010 to 2017.

Analysis of the indicators related to the authors reveals a small group in terms of
high productivity and high number of publications. These authors stand out among
the others and are evidently recognized by the reference field as experts on the topic.
Overall, the number of authors who have studied the topic is not high but is growing
over time.

Analysis of the journals reveals little specialization in private label research: only
two journals are specific: Advances in National Brand and Private Label Marketing
and National Brands and Private Labels in Retailing; the others concern marketing,
retailing, management or food products.

The results of this bibliometric analysis imply that the role assumed by the private
label in the exchange system has led scholars to take an interest and to explore the
reasons for the evolution of the private label that justify the current market shares.
The map of co-words in the main papers in terms of citations on the Web of Science
has in fact revealed a main core of research which, in addition to constant compar-
ison with national brands, concerns the determinants and purchase models of the
private label, and the role of quality, price and loyalty. In the area of emerging topics,
numerous factors are added (e.g. purchase intentions, perceived risk, satisfaction,
search for information) that can be explored in future research on the private label.

This research has some limitations, mainly linked to the method of obtaining the
information to build the dataset. We used only the Web of Science: although it is one
of the main references for scientific research, it is not exhaustive, and it is therefore
very probable that some works on the subject are not contained in this analysis.
Furthermore, the research considered only those papers in English.

Further research could therefore include other databases and build a more specific
initial set of papers—for example, by including additional keywords or translating
them into other languages. Furthermore, the results presented can be investigated in
depth through other bibliometric indicators.
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