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Abstract:

The evolution of private labels has been linkethe strategy adopted by
the retail industry to increase competition withioaal brands in terms of quality.
Since the early 2000s, retailers have upgraded $teie brands by introducing
high-quality products along with “me too” retailquucts. The aim of this study is
to analyze consumer perception of both types ofpeilabels ("me-too” and high
quality products) compared to national brands. Wal avith three staple goods
offered by three mass retail companies. We showcthrasumer demand for “me-
too” private labels is as elastic as for nationanis. This result indicates that
such private labels are now considered as leadirends in terms of
characteristics. However, on the high quality markeonsumers are more
sensitive to the price of private labels, indicgtia lesser attachment to these
brand names.
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1. Introduction

The development of retailers' brands in France, momly named Private Labels (PLs),
remains 30 years after their creation a topicahph@non. A recent study emphasizes that
their development is continuing (Moati, 2008). T&&4_s currently represent 29% in value of
the sales of consumer products by the mass reigiistry, and 24% in volunfeAlthough
these figures do not reveal the high degree ofrbgémeity that exists from department to
department and from retail company to retail congparhat they do indicate is that PLs have

become an inescapable part of what is on offeuppesnarkets.

[Table 1 here ]

The evolution of brands has been linked to theegsaadopted by the mass retailers
to compete more and more directly with National rigis (NB) in terms of quality. The
strategy initially adopted, which rested exclusyveh price-based competition (Carrefour’s
“free products”, 1976), has been abandoned in faopmpetition based on two dimensions:
prices and quality.One of the driving forces behind this evolutiortdsiff negotiation with
the manufacturers of NBs. The introduction of higfality private label products constitutes a
strategic threat to industrialists, causing thenlotwwer their prices (Bontems, Monier and
Réquillart, 1999; Caprice, 2000). The improvementhe quality of private brands has also
been facilitated by a better control of the productcosts of private label products (Mills,

1995; Bontems, Monier and Réquillart, 1999).

2 This difference can be explained by the fact Bag are sold at an average price that is lower tharmaverage
prices of the products displayed in the department.

3 The “generic” brand was then attributed to lowdigugroducts, which are less linked to the repiotabf the
retail store. These “generic” brands are usedbynass retail stores to slow down the growth odl kigscount.
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The “quality” option led, in the 1990s, to the appance on the market of “me too”
retail brands. “Me too” wares represent the largast of mass retailers’ offering and through
them retail companies offer products that are cditiye both in terms of quality — the quality
of these products is significantly higher than thiathe first generation of private labels - and
in terms of price: indeed, private label prices aneaverage 20% lower than those of NBs.
Since the early 2000s, retail companies have dpedlaa second quality based strategy
through “upmarket” private label ranges for certaiche markets (emphasis on the qualities
of the land where the goods are produced, on flasiours, etcf We shall call the standard
private label SPL and the high quality private labdPL. The objective of this study is to
assess consumer perception of this two-facetetégtradopted by the mass retail industry to
compete with national brands. The second sectiesgmts an overview of some previous
studies related to perception of PLs versus NBe. third section is dedicated to the method
and the fourth section to the data. In the fifthtes, we present the results. The last section

concludes.

2. Background

The questions related to consumer perception ofadsto what motivates them to buy these
labels have been the topic of much research wark dfreview of the literature, Berges-
Sennou, Bontems and Réquillart, 2004). Studiesguearly 1990s data reveal that socio-
demographic characteristics have an effect on tlrehase of PLs. It was found that high
incomes decrease the consumers’ probability ofrgugi PL product (Richardsat al, 1996,
Dhar and Hoch, 1997), while on the contrary thee sid the household (Richardsat
al,1996) and the level of education (Binkley et 2D01) have a positive influence on their

probability of buying PLs. However, using more neicelata, Cataluiia, Garcia and Phau

* For example, the Leclerc group introduced a rargled “Nos régions ont du talent”; Carrefour intooéd a
“Reflets de France” range and Casino has a “Ddstima Saveurs” brand, etc. They correspond to the U
equivalents "Tesco's finest" or Sainsbury's "Té#stedifference”.
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(2006) or Bergées et al. (2009) conclude that sdeimographic variables have no strong

influence on the purchase of PLs.

Experimental economics shows that NBs often enjoydvantage over PLs in terms of
perceived quality (Richardson, Dick and Jain, 19Rdmar and Steenkamp, 2007). This
advantage rests less on the intrinsic quality efghoducts — which, in blind tests, are often
difficult to differentiate — than on reputation. U9) these brands are for the most part
differentiated vertically: given equal prices, thajority of consumers choose NBs over PLs.
PLs are therefore chosen by consumers partly beaafutheir price advantage. However, a
number of studies put this price effect into pecsipe, showing that it varies from product to
product: in some cases (orange juice), consumeraireloyal to the PL even when the price
differential decreases (Livesey and Lennon, 19T8)the same vein, Baltas (1997) and
Chardon and Dumatrtin (1998) indicate that buyemBlaf consider that the intrinsic quality of
these PL products is satisfactory.

A consumer’s preference for a NB over a PL is ofigated to the perceived purchasing
risk (Batra and Sinha, 2000; Erdem, Zhao and Valelaz 2004). This parameter plays a
significant role both at individual and at sectewvdl. In the latter case, it partly explains why
the penetration rate of PLs varies according tantitere of products: high in the case of some
staple goods (UHT milk, pasta products, etc...) lowt In the case of products for which
consumer trust is absolutely essential (baby faamdmetics). This characteristic certainly
contributes to lowering consumers’ price sensiiivdr the benefit of NBs. Nevertheless, it
varies from individual to individual and from praciuo product and should logically decrease
with the improvement of the intrinsic quality of Pkoducts and their increasing availability.

Indeed, results vary according to the period stlidied to the establishment of the PLs. In
a study of the American orange juice market indady 1990s, Binkley et al (2001) find that

NBs have lower price elasticity than PLs, espegialithe case of the upmarket segment of

Page 4



refrigerated orange juice. Conversely, in a moceme study about pasta products in France
sold by a famous retailer — where PLs are morengtyoestablished than on the American
market — Berges, Hassan and Monier-Dilhan (2008enke that consumers’ willingness to

pay for a PL product is higher than their willingsdo pay for the leading NBs.

3. Method and Data
Part A focuses on the methodological choices irgdrtd measure consumers’ attachment to
brands. Part B lists the products and the retaife@ved in the analysis and presents the data

used. Part C explains the demand model (AIDS).

3.A Demand price elasticity: a measure of consumgrattachment to brands
This paper aims to compare consumers’ global attadh to NBs and PLs. We capture the
attachment to brands throughout the own-price ielast of demand. The own-price
elasticity of demand for a given good measuresumess’ reactions to the price variations of
that good in terms of purchased quantity : Thengteo the consumers’ attachment to the
product, the lower the variation in the demandriogovariations and the weaker the demand
price elasticity (in absolute value).

Marketing researchers (Merunka, Changeur and Batird®99) questiothe ability
of demand price elasticities to measure consumgltipo to products. They point out that
demand variations may occur not only in reactioprioes: For example, they can translate a
reduction of the shelf space devoted to the probydhe retailer. Nevertheless, such risk is
reduced when the number of retailers taken int@aacincreases or the period of time is
extended.

Another concern is whether the brand elasticitiesanchy provides a good picture of

that of consumers’ attachment to brands. This guestomes down to the relationship
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existing between perceived quality and demand pelesticity. Theoretical studies have
examined the question from the supply viewpoint @aeview of the literature, see Coibion,
Einav and Hallav, 2007). These studies endeavodetermine the conditions under which a
firm offering two qualities can gain higher profitargins with its “upmarket” products — not
only in absolute but also in relative value — thath its generic quality products . In their

pioneering study, Mussa and Rosen (1978) analysbdhaviour of a monopoly firm offering

two qualities differentiated according to a pricensbility parameter. They show that
although the profit margins associated with thehhggality goods are, in absolute value,
higher that those of the generic quality produtttsir relative value is lower.

Reopening Mussa and Rosen’s analysis (1978), Verb(i999) finds in a context of
duopoly the demand price elasticity of the highlduahorter, in absolute value, than that of
the generic quality. According to Verboven, tworeémts can lead to lower elasticities for the
upmarket product: the attachment of the consunwetsdnds selling high quality products
(advertising) and the ability of enterprises to make information about high quality
products’ prices costly for the consumer. In thatest of the competition between NBs and
PLs, let's notice that if the former favours NB$etlatter must benefit PLs. Indeed,
comparing prices between retail companies is easiethe case of NB products, the
characteristics of which do not vary from one fetato the next, than it is in the case of PL
products which are designed by the retailer.

Most empirical studies on the demand for diffeiset] goods find that direct price
elasticities are lower for “high quality” productkvestigating the beer market, Hausman,
Leonard and Zona (1994) explained this finding g tact that consumers of high quality
products are less sensitive to prices than otheswuers with lower incomes. On the
American automobile market, Berry, Levinsohn an&d3a(1995) found also that upmarket

cars had the lowest direct price elasticity of dechaNevertheless, in this example, the
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highest elasticities are not necessarily associatddthe cheapest cars. They are observed for
goods on the intermediary segment, i.e. goods tipplg of which is the densest. Before

presenting the model used to compute price elasicwe describe the data used.

3.B The Data

Contrary to some previous papers (Binkley et &lQ12or Berges, Hassan and Monier-Dilhan,
2009), the present investigation does not rely @ingle example (one product sold by one
retailer). To bring out more basic features, sdvamaducts are considered (tree products, see
below). Moreover, as PLs are retailer-dependenterms of many parameters (quality,
packaging, price, date at which the product wa®dhiced on the shelves, etc...), it is useful
to consider several retailers. This study incorfesradhree of the five largest French mass
distributors.

The economic data we have used here are drawntfremiNS Worldpanel database.
This database comes from a panel of approximat@|90D households where consumers
home scan their purchases and thus provide infavmain value and quantity of food
products bought as well as where the products ywerehased, their brand, their price and
other information about the offer variables (thearettteristics of the product, possible
promotional campaign, etc).

The high-quality private labels were recently idwoed. In the TNS World Panel
database, the year 2004 is one of the first y@avghich upmarket private labels appear for a
significant number of products and retail companidge analysis shall therefore focus on the
2004-2005 period and on three staple productsaphgcuits and jam. These three products
comply with the double constraint related to theaiistence and numerous purchases. Indeed,
for each retail group and each product, it is nemgsto observe both a standard private label

and a high-quality private label. Moreover, the @mof purchases must be high enough to
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estimate a demand system while ensuring that thporitant problem related to the non-
purchase of some commodities be prevented.

PLs being by definition specific to each retailee have distinguished three retall
companies. This choice was determined by their hteilg the mass food retail industry :
These three retail groups represented in 2007 45#teocumulated sales of food products.
This choice also takes into account diversitiegeeims of PLs positioning, of communication
on this market section and of possible historicliaatage.

For each retail group, we have distinguished varicategories of offer:

- The leading National Brands (NBghis category comprises the three national brands
with the largest market shares.

- The standard private labels (SPlthese are the “me-too” products competing diyectl
with NB products.

- The high-quality private labels (HRLthese are the retailers’ own products sold under
niche private labels at prices that are mostly &éighan those of the equivalent NB
products.

- The other national brands (ONB)his category is composed of branded products
which are neither NBs nor the lowest price produ@tsey are generally upmarket
niche products.

- The low price products (LP}his category includes the cheapest generic mtsdu
offered by each retailer. They are sold at lowacgw than those of SPL and are
supposed to compete with products offered by hewbdnt retailers.

Table 2 indicates, for each product and eachlrgtaup, the market share in volume

as well as the average price (and standard den)dto each category of goods.

! These are Lustucru, Barilla and Panzani for pddth; BN and Delacre for biscuits, and Confipote,nBe
Maman and Andros for jam.
2 Croix de Savoie for pasta, Balhsen for biscuitsChivers for jam.
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[Table 2 here ]

We note a high level of price competition betweetailers within the NB segment,
whatever the product. This is also the case fov#r®us retailers’ SPL products, but not for
HPL. On average, the price difference between tiBs ldnd the SPL is 36% for pasta
products, 23% for biscuits and 30% for jam produktgersely, the prices of NBs are lower
than those of HPL by 30% to 40%, with some excegtibowever, depending on the product.
On the other hand, the prices of HPL products Ergedo those of ONB products, with which
they compete in the high quality segment. The difie products therefore reflect the
segmentation according to prices implemented kyelaetailer groups. We observe first the
low-price products, then the standard private wbiellowed by the leading NBs and finally
the “up-market” private label products and the otkiBs.

In 2004-2005, the NBs dominated the market, eitheabsolute (they accounted for
over 60% of the pasta market shares) or in relatalae, with market shares ranging from
35% to 48% for biscuits and jam products respelgtiv@PL only take the dominant position
in 1 case out of 9 (jam sold by retailer 2). Theoasnent of SPL slightly varies from one
retailer to the next, but it does vary more siguifitly from product to product, with a very
high degree of presence in the case of jam. Th&ehahares of SPL range between 16%
(pasta in retailer 3) and 31.5% (biscuits, retaille¢r In 2004-2005, HPL were still niche
products, with a market share of 4.5% on averagdaiRr 2 is at the forefront of the
distribution of this kind of product, and jam prat constitute, as for SPL, the most
favorable segment to HPL products. The market shiaeéd by the “low-price” products and
the heterogeneous group of other national branglsnan negligible (on average 7.3% and
12% respectively) but vary significantly from pratldo product and from one retailer to the

next.
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Distinguishing the different retailers and produate calculate the price elasticities

for the five kinds of product categories we haweniified.

3.C The Demand Model (AIDS)

Elasticities are computed using the estimated petens of an Almost Ideal Demand System
(AIDS; Deaton and Muelbauer, 1980). In the last thexades, this model has been widely
used in research studies on the demand for foodupts (see among others Eales and
Unnevehr, 1988; Moschini and Mielke, 1989; MoschMbpro and Green, 1994; Eales and
Henderson, 2001). Like other demand systems (TogndRotterdam...), AIDS is both
flexible and computationally easy to estimate. Mwee¥, since it does not start from some
arbitrary preference system but from a specifisclaf preferences (PIGLOG) which permits
exact aggregation over consumers, AIDS makes isiplesthe representation of market
demands as if they were the outcome of decisiorestagyional representative consumer.

A limitation of demand models is they cannot in@ual high number of alternatives,
the number of cross price elasticities growing eutially with the number of products. This
limitation can however be overcome thanks to thekaseparability hypothesis. This makes it
possible to model budget allocation decision likesemjuential choice process. Only the
choices between products belonging to the samgaat@are made simultaneously. For staple
food products, this model seems acceptable: thasuroer buys these products regularly
without really making a choice between these am@éroexpenses. Once s/he has made the
decision to purchase a product, s/he then chodeedbrand: In the present study, we are
interested in the second stage of the choice psodésreover, demand systems allow for the
purchase of variable quantities of each producthéncase of low-price everyday products,
this feature is more suitable than the assumptioa oanitary demand specific to choice

models (more adapted to durable expensive goodsasiautomobiles, see Pinkse and Slade,
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2004).

The households panel is representative of the Rrguopulation in income and
profession, and the data are rich and wide in teoasnformation. Therefore, we can
aggregate individual data for 2004 and 2005 on eklyegime path to observe the purchasing
behavior of a (composite) national representatisasamer. For each product and each
retailer, we thus have a series of 104 observatiankiding in particular the total expense on
the product considered, its distribution betweendifferent brands, and retail prices. We also
introduce a variable reflecting promotional intéysindeed, promotions can influence the
budget decisions of the representative consumeiceSwe observe the final decision of
consumers, part of the effect is therefore alreiatlggrated into the data, whether they are
price or quantity promotions. However, the promagibimpact is not limited to this direct
effect; it also relies on the announcement effébe Promo variable is constructed from the
item of information indicating, for each purchasanether the household bought the product
while it was on promotion. We then calculate focleaveek, for a given retailer and a given
product, the distribution of the promotions betwé#en 5 groups of brands. We denote Promo
the promotion rate of produdt in relation to its competitors (thus, for each iuee
> Promg=1). Promotions are present in all categories otlpcts, though the promotion rate
of HPL is low. Table 3 indicates the distributioh ppomotion rates per brand, retailer and
product during the 2004-2005 period.

[Table 3 here ]

It is not surprising to observe that the promotiates for NB and ONB products are
identical among the various retailers because theme usually coordinated national
campaigns. However, this rate is heterogeneousSRIr and to a lesser extent for HPL,

depending on each retailer specific policy.
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The demand model takes the form of a system oteaps written in the following

way for each product and each retailer company:
5
W, =a, +> ), logp, + /3 1og(Y, / R) +6, Promg, + o, (1)
j=1

where the dependent variables are the weekly mathkate of each brand in the weekly
budget of the representative househaelg \ith i=1,...,5 andt=1,..., 104. Nine independent
demand systems are estimated, one for each predidcin each retailer company.

The independent variables are the weekly priceshef5 brands (), the total
expense for the product considered in the retailesstudied ¥;), corrected by an index of

average prices §) and p,is the error term. The translog price index (where
logP, =a, +> a;logp, +>. > y;logp,logp,) is, as suggested by Deaton and
i i j

Muellbauer (1980), replaced by a linear approxioratidefined by the Stone

index (logR =va4 logpj ). To overcome the simultaneity problem relatedh® presence of
[

w, in both terms of equation (1)y, is substituted by the; mean in the Stone index. We

impose the theoretical restrictions of additivifybudget sharesZai =1), of homogeneity

and of symmetry 0"y, => y; => 3 =0). Resulting from the additivity hypothesis, only
i i i

four budget share equations are estimitdtlrthermore, the prices and expenses are
normalized by their means (Asche and Wessells, 1997

The price elasticities (direct and cross) are tlafculated from the coefficients
estimated in the share regressions, using GreerAbton’s tests (1990). The formulas for

this calculation are the following:

6 Using an iterative procedure ensures the indepeedehthe results in relation to the omitted pradiirais-
Winsten regression in the Stata software).
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Direct price elasticitys, = —1+i(yii -5)
W,

Cross price elasticitys; = —1+Wi(yij -Bw;))

where g, and¢; denote the direct price elasticity of produyand the cross price elasticity of

I in relation to the price gf respectively. These elasticities are calculateleamean value.

4. Results

For four categories of brands (NB, SPL, HPL and QNBhatever the product and the
retailer, the direct price elasticities are negatithey are nil for LP (see Table 4). The cross
price elasticities are seldom significantly diffierdrom zero. In the short term, consumers
therefore react to a price variation by adjustihgirt demand for the brand they normally
purchase, but without turning to another brandkiiy et al (2001) obtain the same result in
the case of orange juice: direct price elasticibéeNBs and PLs are significantly different
from zero and the cross price elasticities are Thle overall quality of the regressions is
acceptable. We observe that the value of R2? is fivtked to the product (they are higher for
pasta and biscuits) than to the retailer. Furtheemas the data is presented in the form of
time series, we have ensured that the residualsarstrongly correlated. The results of the
tests (Durbin Watson and Box and Pierce) lead @stept the null hypothesis of no residual
correlation. The short time lag (week) and the abseof seasonality related to the products
studied explain why the residuals exhibit the cbtmastics of a random white noise.

[ Table 4 here ]

The elasticities of NBs and SPLs are often claserte whereas the elasticities with
the lowest absolute value are related to the LPQINB. On the other hand, HPL have a high

price elasticity.
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The objective of this study being to capture thenkrimpact on own-price elasticities,
we aim to check for other sources of variabilitpnrely the heterogeneity of products and
retailers. We therefore estimate the following hed@quation where we regress the elasticity

variable (45 observations) on three characteridbiand, retailer and product:
1-1 J-1 P-1
Fp =0+ LAM A+ LNE* LA RY,
i= i= p=

where ¢, is the direct price elasticity of produptsold under brand at retailerj. Dummy

variables are created to isolate the brand efféigt the retailer effect (E) and the product
effect (P).

The reference good used is the product “LP padthlsoretailer 1”. The regression
results are presented in Table 5. Note that tautatle the expected values for each elasticity,
one must add to the elasticity of the referencedgoeasured by the constant (-0.58), the
values associated with the characteristics condefr@ example, the expected elasticity for
SPL biscuits sold in retail shop 2 is equal to 11.2

[Table 5 here |

All direct price elasticities are negative. Thisult also applies in the case of biscuits
despite the positive coefficient associated with groduct. A mean test shows that the direct
price elasticities do not differ according to thetailers (the coefficients associated with
retailers 2 and 3 are not different from zero). i&iny, the product effect is limited to biscuits

whose elasticity is half a point lower than thabtfer products.

Contrary to the most common hypothesis, the denf@an&PL is not more elastic to
prices than the demand for NBs. A mean-test of ldgsnows that the gap between the two
coefficients is indeed not significant. The reactiaf buyers to variations in the prices of

both types of brands exhibit comparable levelsnténsity (in both cases, the elasticity is
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close to one): when there is a price increasegé¢meand for PLs does not decrease more than
the demand for NBs. In other words, consumerstlamtent to PL and NB is therefore the
same. This conclusion is contrary to that of Bigké al (2001) who show that SPL had a
more fragile position on the American market in 199

This evolution can be explained by the rise in pleeceived quality of SPL (intrinsic
quality, packaging, shelf space) and by a learmfigct among consumers. The latter has
increased consumers’ loyalty to PLs, which hasfoeced their attachment to the brand by
avoiding the extrinsic cue premium. According touftoulou, Dietsch and Krémer (2000),
advertising for a brand results in a fall in dirgetce elasticity. This phenomenon clearly
indicates an attachment by the consumer to thisxdbrd&or SPL products, a similar
phenomenon occurs with consumer loyalty to a mtaBerges and Orozco (2009) show that
when households have a choice between 6 diffestatl stores, all located within a 20 km
radius, they shop in 3 retail stores on averagghdéumore, a large percentage of households
are characterized by a high index of store loyaliiese elements also contribute to
consumers’ attachment to PLs.

However, note that the highest elasticities inoalie value are those related to HPL.
The introduction of these upmarket retailers’ bsand store shelves is recent: their reputation
must therefore develop and product maturity hasoeeh reached yet. The elasticity values of
HPL must be compared with the direct price elastigiof other national brands, positioned
on the same segment in terms of quality and spégiforganic products, products with a
registered designation of origin...). The demandtf@se products is not elastic to prices.
This segment comprises the high quality nationahtis (the distribution of which is not as
widespread as that of the better known leadingonati brands), commercializing niche
products which are close in characteristics to éheald in the delicatessen sections of the

retail stores. The demand for this type of prodacprobably associated with a low price
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sensitivity and a high perceived quality. Consung&rfiot yet perceive HPL products as close

substitutes for ONB products.

5. Conclusion

The introduction by retailers of their own privdédels has been an important stage in the
attempts by the mass distribution industry to gaglominant position as an economic actor.
Indeed, they have enabled this sector to go beiytendtail function and to gain the status of
manufacturer. These private labels have shiftecb#i@nce of power from the manufacturers
of national brands to the retail groups . What igren private labels represent for mass
retailers a direct source of profit increase asntagins on SPL products are known to be
20% higher on average than those gained on otloelupts, and they reinforce consumers’
store loyalty (Bonfrer and Chintagunta, 2004).. @esults indeed show that in the last few
years, these products have gained the loyalty m$wmers by reducing the buyers’ sensitivity
to prices and by increasing their market shareshWaspect to HPL, which represent a
strategy implemented more recently by the massildigion industry, the market shares are
already significant, if we bear in mind that thesfiobjective of this strategy is to assert the
presence of the mass distribution sector on theneegof high quality products. The high
quality products supporting this strategy do notessarily yield high profits, nor do they
achieve high market shares (Randall, Ulrich andb&ein, 1997). The balance of power
between HPL and ONB products within retail store2005 is comparable to that observed in
the 1990s between SPL and NB products. The noyooietvhat we have called ONB (Other
national brands) products is greater than thab@fupmarket private labels: consumers do not
hesitate to pay a little more to keep buying theesgroduct. However, it is reasonable to
believe that the situation is not set in stone @wad the selling power of retailers is sufficient

to positively influence consumers’ perception of attachment to HPL products.
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In addition to the standard segment and upmarket d¢me distribution network
develops low prices. Direct competitors of suchdpicis are hard discount retailers. The
purpose of this research is to study the compatiietween NB/PL within the mass food
retail sector. The hard discount stores are ndétded in the analysis, which does not allow a
relevant study of the role of first price productitil recent years, competition between
national brands and private labels took place naidbr on the standard quality segment.
Large retailers are now expanding their own brammdtegy in the high quality segment,
whose market share is significant because it reptesapproximately 15% (HPL +ONB).

In the future, competition among brands of largailers will therefore cover the full
spectrum of quality from the lowest price (in orchert to lose market share relatively from

hard discount) to high quality products.

Acknowledgments: Many thanks to Valérie Orozco (TSE, GREMAQ-INRAYr fher

engineering help with the data.
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Tables

Table 1 : Market shares, in volume and in value,

of Private Labels in the mass food retail sectdfrimnce.

Year Market share - Market share - value
volume

1993 17 na

1996 20 na

2000 24 20

2005 32 25

2007 34 29

Source : ACNielsen in PLMA 2007.
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Table 2: Retail Group: Descriptive statistics, pdr2004-2005 period

2o NB SPL HPL ONB LP
4- Market : Market : Market : Market : Market :
2005 | ‘share| FC® €| “spare | Y1 €| “share| THCCE | ‘share | FNICC €| “spare | FrICE €
% deviation) % deviation) % deviation) % deviation) % deviation)
Pasta

Retailer 1.73 1.05 3.14 3.00 0.82
1 6051 008 | 278 | ©or) | % | 018y | ° | (04e) | °° | (017)

Retailer 1.74 1.18 2.70 2.90 0.50
2 60 | 016 | 8% | 087 | 1%t (012 | B9 | 031 | ** | (0.05)

Retailer 1.70 1.06 255 2.76 0.49
3 65 | o9 | 1% | ©0o03) | *3 | (016) | *7 | ©28) | ** | (0.00)

Biscuits

Retailer 5.04 2.74 5.85 6.70 2.80
1 4231 041 | 30| ©26) | Tt | @ae) | %% 062 | 47| (0.33)

Retailer 5.00 436 9.50 7.39 2.01
2 401 043 | 12 | (045 | 1B | @32 | 195 (047) | BT (0.23)

Retailer 4.68 4.13 7.39 7.44 1.94
3 42 1 030) | Y4 030 | 2% | @12 | 2| (049) | 96| (013

Jam

Retailer 3.84 2.80 6.13 6.33 1.26
1 48 1 015) | 2" | (015 | ** | 016 | 1 | 08y | *2 | (0.16)

Retailer 3.88 2.79 5.50 6.96 1.04
2 35 1 o3y | 2| 02| & | 07| %% | asy | 7 | (012

Retailer 3.82 2.44 6.30 6.02 1.04
3 426 | 004 | 04| 0o9) | 22 | (014) | ¥ | ©70 | 37 | (0.10)
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Table 3: Promotion rate per brand, product andleeta 2004-2005.

NB SPL HPL ONB LP

Presence of a Average rate per

promotion Rate Rate Rate Rate Rate retailer

2004-2005 Standard Standard Standard Standard Standard

deviation deviation deviation deviation deviation
Pasta

) 26.2 223 851 22.2 07

Retailer 1 0.09 0.14 0.83 011 0.14 22.71
) 28.9 26 12.9 213 106

Retailer 2 0.15 0.14 0.93 013 0.10 13.46
) 216 12.32 2541 26.07 1458

Retailer 3 0.08 0.07 0.08 0.10 0.06 23.09

Biscuits

) 16.4 46.2 1.99 278 75

Retailer 1 0.09 0.10 0.02 0.11 0.06 18.57
. 14 11 08 24.8 495

Retailer 2 0.06 0.09 0.01 0.13 0.14 15.44
. 124 10 54 21.7 50

Retailer 3 0.04 0.05 0.03 0.07 0.08 19.44

Jam

. 22 28.8 75 198 22.8

Retailer 1 0.32 0.24 0.01 021 0.25 11.55
. 22 21.4 72 8 15.2

Retailer 2 031 0.32 0.20 0.14 0.20 13.44
. 253 314 79 29 25

Retailer 3 0.27 0.22 0.10 0.25 0.12 10.30
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Table 4:

Price elasticities and quality of the esgion

NB SPL HPL ONB LP
AIDS Price Price Price Price Price
elasticity R? elasticity R? elasticity R? elasticity R? elasticity R?
(standard (adjusted) (standard (adjusted) (standard (adjusted) (standard (adjusted) (standard (adjusted)
deviation) deviation) deviation) deviation) deviation)
Pasta
. -1.01** -0.74** -1.84** -0.54** 2.38
Retailer 1 0.11) 0.42 0.17) 0.43 (0.62) 0.48 (0.19) 0.47 (2.63) --
. -1.36** -2.2%* -2.56** -1.36** -1.30
Retailer 2 (0.08) 0.68 (0.22) 0.72 (0.58) 0.32 (0.25) 0.30 (1.13) --
. -1.13** -2.31** -2.21** -0.42** -2.85%*
Retailer 3 (0.08) 0.62 (0.41) 0.52 (0.64) 0.54 (0.25) 0.56 (0.90) --
Biscuits
. -0.87** -0.94** -1.25%* -0.62** -0.08
Retailer 1 (0.09) 0.57 (0.11) 0.49 (0.30) 0.19 (0.18) 0.41 (0.48) --
. -0.99** -1.18** -2.23*%* -0.67** -0.56**
Retailer 2 (0.11) 0.47 (0.13) 0.54 (0.55) 0.33 (0.21) 0.5 (0.15) --
. -0.77** -0.90** -1.38** -0.63** -0.55**
Retailer 3 (0.11) 0.58 (0.18) 0.51 (0.26) 0.29 (0.18) 0.40 (0.16) --
Jam
. -0.99** -1.53** -3.37** -0.64** -0.05
Retailer 1 (0.22) 0.32 (0.27) 0.26 (1.56) 0.14 (0.23) 0.22 (0.61) --
. -1.76** -1.28** -0.58 -0.82 -0.21
Retailer 2 (0.21) 0.34 (0.14) 0.45 (0.53) 0.36 (0.28) 0.19 (0.83) --
. -1.25** -1.00** -2.5%* -0.73** 0.17
Retailer 3 0.17) 0.20 (0.24) 0.28 (0.88) 0.32 (0.19) 0.18 (0.95) --

** = estimator significant at 5%; * = estimator sigficant at 10%
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Table 5: Linear regression of own price elasticity

Variables | Coefficient | t-Student
NB -0.53 -1.90
SPL -0.75 -2.67
HPL -1.46 -5.21
ONB -0.12 -0.43
Retailer 2 -0.35 -1.59
Retailer 3 -0.29 -1.32
Biscuit 0.47 2.14
Jam 0.14 0.65
Constant -0.58 -2.20
Adjusted R? 0.44
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