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ABSTRACT

The purpose of this research is to investigate the factors effective on consumers’ store brand (SB)
purchase intention to extend the theoretical and empirical evidence on success of SB strategies.
Through this purpose the role of store brand (SB) familiarity, SB shelf space, SB perceived quality
and perceived risk were investigated in an integrative model covering direct and indirect effects. Spe-
cifically, research focuses on the contribution of familiarity and SB shelf space to SB purchase inten-
tion and also their effects on consumers’ risk and quality perception of SB, which are well known an-
tecedents of SB purchase intention. The results indicate that SB familiarity has a direct and indirect
influence on SB proneness, additionally SB shelf space indirectly plays a crucial role on purchase
intention. Managerial implications, suggestions for future researches and limitations are provided.

INTRODUCTION

Store brands, also called private brands, own brands, retailer brands, wholesale brands and distribu-
tor’s own brands, have drawn both academic and managerial attention in parallel with their rapidly
growing market share. In recent years more and more retailers carry SBs and these brands have con-
tinued to increase in importance particularly in Europe (Liljander et al., 2009) with the prompting of
trend toward higher store concentration, the global recession and changing consumer habits (Erdem et
al., 2004). It seems that SBs will continue to grow as retailer become more sophisticated marketers
continue to expand to new markets (Baltas and Argouslidis, 2007). Also in Turkey, SBs showed a
growing trend, especially in food products (Ipsos KMG, 2007). SB has been introduced to Turkish
market by Migros in 1957 and afterwards during the second half of 1990’s they become a popular
strategic tool for retailers. According to AC Nielsen 2006 report, Turkey is one of the fast developing
countries for SB market around the world with the high growing percentage of 22 and also market
share of approximately 7-8 % (www.plturkey.org, 2011).

As stated by Richardson et al. (1996), the increase in SB market share partly reflects retailer’s recog-
nition that SBs represent an important strategic asset for the firms. SBs benefit consumers by provid-
ing a competitive alternative to national brands especially based on the lower prices owing to their
lower manufacturing cost, inexpensive packaging, minimal advertising and lower overhead costs
(Cunningham et al., 1982; Dick et al., 1995). Additionally, SBs bring on enlarged product assortment
and intensified price promotional activity (Pauwels and Srinivasan, 2004) in favor of consumers. SBs
also provide some strategic advantages for retailers. They enable retailer to increase consumer traffic
and store loyalty (Dick et al., 1995), to enhance retailer margin, and negotiating leverage with national
brand manufacturers (Ailawadi et al., 2008). Besides, SBs provide opportunity to differentiate from
competitive establishment (Sprott and Shimp, 2004), greater flexibility for establishing prices and
promotions (Nogales and Suares, 2005). Moreover, SBs may enable retailers to build a high value
offering store image since consumer reports reveal that the range of cheaper priced SB products pro-
vided by retailer is important for consumers in deciding what stores offer good value for money
(Nielsen, 2008). SBs help retailers to compete profitably in the price-sensitive segment (Corstjens and
Lal, 2000). Therefore, SBs have been considered as a critical issue and unique source of competition
for retail industry (Quelch and Harding, 1996). Since classic study of Myers (1967) there have been a
growing number of SB researches in marketing and retailing literature, not surprisingly following the
global emergence of SBs. Especially the indicators of the consumers SB proneness appeared to be
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increasingly important research area for understanding success of SB strategies. For this reason, many
factors have been investigated related to SB attitudes, SB proneness, SB purchase intention or SB
evaluation. In a similar vein, the main purpose of this study is to provide an increased understanding
of SB purchase intention and useful insights for retailers aiming to gain the strategic competitive ad-
vantages of carrying SBs. Particularly, the effects of shelf space allocation and SB familiarity on SB
purchase intention and perceived quality and risk perception which are the key constructs for generat-
ing SB purchase intention have been examined in an integrative relationship network. In accordance
with this purpose the paper is organized as follows: In the first section, a brief literature review of SB
proneness, risk perception, quality perception, shelf space allocation and familiarity is presented and
the research hypotheses are proposed. Then methodology and analysis process are described and re-
sults are reported with a brief discussion. Finally, conclusion, managerial implications, suggestion for
future research and the limitation of the study are provided.

CONCEPTIONAL FRAMEWORK

SBs are goods which are owned and merchandised by a particular retailer (Sprott and Shimp, 2004)
and sold under the retailers’ own name or trade mark through retailers own outlets (Baltas, 1997).
These are only brands for which the retailer must take on all responsibility-from development, sourc-
ing and warehousing to merchandising and marketing (Dhar and Hoch, 1997). Improving a well estab-
lished SB strategy can play a crucial role for retailers since in competition environment; it is difficult
to gain more market share for them (Hoch and Banerji, 1993). Understanding consumer SB proneness
and purchase intention is at the heart of understanding success essentials for SB strategies.

A considerable amount of literature has been published on factors related to SB proneness. Socioeco-
nomic and personality characteristics (Frank and Boyd, 1965; Myers, 1967; Coe, 1971; Bettman,
1974; Richardson et al.,1996; Baltas and Argouslidis, 2007), shopping orientations such as price con-
sciousness, impulsiveness (Manzur et al. 2009; Kara et al. 2009, Ailawadi et al., 2001; Baltas, 1997),
perceived risk (Richardson et al.,1996; Mieres et al., 2006; Batra and Sinha,2000; Liljander et al.
2009), quality/ value perceptions (Richardson et al. 1994, Dick et al., 1995; Anselmsson and Johans-
son,2009; Liljander et al. 2009, Bao et al., 2011), store related factors such as store image (Semejin et
al., 2004; Collins-Dodd and Lindley, 2003; Liljander, Polsa and Riel, 2009; Bao et al., 2011) are pre-
dictors that are more frequently investigated. So far, however, there has been no discussion about
shelf space allocation effect on consumer SB purchase intention, to the best of our knowledge. Al-
though shelf space management of the store brands was studied from retailer point of view (Gomez
and Okazaki, 2009; Nogales and Suarez, 2005) it is also needed to predict the consumer reactions to
SB shelf space allocation decisions of retailers.

The current research, where SB refers the brands carrying retailer’s name, attempts to analyze direct
and indirect role of shelf space on consumer SB purchase intention. SB familiarity is also investigated
as one of the key predictive of purchase intention. Quality and risk perceptions are also considered as
important antecedents.

Risk

The most common definition of perceived risk is consumers’ subjective expectations of a loss
(Sweney et al., 1999) means that any action of a consumer will produce consequences which he can
not anticipate with anything approximating certainty, and some of which at least are likely to be un-
pleasant (Bauer, 1960; Liljander et al., 2009). Risk may manifest itself in a variety of ways such as
fear that a product/brand may not possess deliverable attributes, uncertainty regarding product/brand
performance or a sense that the purchase of particular brand may invite social disapproval (Dick et al.,
1995).

Since perceived risk is an important factor in consumer choices (Bettman, 1973) there has been a large
volume of published studies on risk perception (Kaplan et al., 1974; Keller, 2008), its antecedents and
consequences. Perceived risk was also examined in SB domain as one of the main influencer. There
are empirical evidences suggesting that perceived risk decreases SB proneness (Dick at al., 1995;
Richardson et al.,1996; Mieres et al., 2006; Batra and Sinha, 2000; Liljander et al., 2009) since brand
purchasing is more likely when the consumer is confident that she/he can obtain satisfactory perform-
ance (Baltas, 1997). Similarly, we propose same negative relationship:

HI. Perceived risk of SB usage negatively effects SB purchase intention
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Quality

Aaker (1991) has declared perceived quality as an important dimension of brand equity and describes
it as an intangible overall feeling about a brand that, however, is usually based on underlying dimen-
sions including characteristics of products to which the brand is attached such as reliability and per-
formance. Perceived quality is a very significant determinant of SB success (Sprott and Shimp, 2004)
and was found to have a substantial impact on SB purchase intention (Dick et al., 1995; Bao et al.,
2011), sometimes more than perceived value of SBs (Richardson et al. 1994). Accordingly, quality of
store brand relative to national brands was appeared as one of the six variables that explain the market
share of SBs (Dhar and Hoch, 1997). Consistent with these findings it is hypothesized that;

H2. Perceived quality of SB positively effects SB purchase intention.

Literature indicates that store brands suffer from a low-quality image that is probably fostered by
widespread use of inexpensive looking packaging and absence of an attractive brand image due to
poor communication and positioning strategies (Richardson et al., 1994). Mieres et al. (2006) point
out that perceived inferiority of SBs is a source of uncertainty for consumers on the level of satisfac-
tion that they can obtain with the purchase of these brands and therefore it increases the risk associ-
ated with its purchase. So it is proposed that;

H3. Perceived quality of SB negatively effects perceived risk of SB usage.

SB Familiarity

Alba and Hutchinson (1987, p. 411) describe familiarity as the number of product/brand related ex-
periences that have been accumulated by the consumer including direct and indirect experiences such
as advertising exposures, interactions with salespersons, word of mouth communications, trial and
consumption. Baker et al. (1986) state that familiarity exerts important effects on brand choice by (1)
enhancing perceptual identification of a brand, (2) increasing the probability of inclusion in the
evoked set, (3) generating positive affect toward the brand, and (4) motivating purchase behavior.
There are also some empirical evidences regarding the impact of familiarity in SB domain. For exam-
ple Dick et al. (1995) found that there is a link between store brand familiarity and proneness proba-
bly because greater familiarity serves to increase the experience based understanding that store brand
are of better quality. Richardson et al. (1996) reported that store brand familiarity enhance store brand
proneness while reducing extrinsic cue reliance, perceived quality variation and perceived risk of us-
ing SB.

Given the empirical evidence above and considering that the lack of familiarity contributes to elimina-
tion of the brand from consideration set for purchase decisions (Dick et al., 1995) it is proposed that:

H4. SB familiarity positively effects SB purchase intention.

On the other hand, literature shows some support for the link between familiarity and quality (Lin et
al., 2009; Mieres et al., 2006). Richardson et al. (1996) address that in the specific case of SB, high
familiarity may signal for providing high level of quality. Moreover, familiarity is proposed to have
impact on the perceived risk. Given the stereotype of SB as “risky” alternatives familiarity is an im-
portant determinant of choice (Baltas, 1997). The relationship between SB familiarity and perceived
risk has been subjected to some studies which have mentioned that high familiarity of SB may reduce
risk perception of consumer (Mieres et al., 2006; Richardson et al., 1996). In consequence, we suggest
that;

H5. SB familiarity negatively effects perceived risk of SB usage.
Hé6. SB familiarity positively effects perceived quality of SB.

Shelf Space

Shelf space is a limited resource that must be optimally divided among a diverse range of brands or
product categories (Gémez and Okazaki, 2009). Shelf space allocation decisions have received signifi-
cant attention by marketing researchers (See Amrouche and Zaccour, 2007 for literature review) but
the research on the shelf space allocation for store brands is relatively scarce (Goémez and Okazaki
2009; Amrouche and Zaccour, 2007; Nogales and Suarez, 2005).

It is obvious that there are opportunity costs and many factors (e.g per unit profit, demand levels, ri-
valry) to consider in determining the amount of shelf space (Brown and Lee, 1996) for store brands.
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However, looking of the SB shelf space allocation problem from the consumers’ view can be very
helpful to establish an effective SB strategy. The current study underlines a consumer perspective that
should be taken into consideration while making SB shelf space decision. It is suggested that consum-
ers’ perception about the amount of the shelf space allocated to SBs would be directly and indirectly
effective on SB purchase intention.

Brown and Lee (1996) indicate that shelf space might be considered as a form of advertising, putting
products on the top of consumer minds, and generally suggesting products popularity level. Research-
ers also suggest that shelf space may also affect demand by reducing consumer search cost. Nogales
and Suarez (2005) also state that giving a product category or particular brand more space on the shelf
increases its visibility and consequently the probabilities of it being purchased. Thus, it is proposed
that:

H7. Perceived amount of shelf space allocated to SB positively effects SB purchase intention.
H8. Perceived amount of shelf space allocated to SB positively effects SB familiarity

Narasimhan and Wilcoz (1998) provide rationale evidence by arguing that consumers usually perceive
SB as a lower-quality and more-risky product comparing with other product categories. In our study,
amount of shelf space proposed to help retailer to reduce risk perception and increase quality percep-
tion of SB by creating a high value brand image. So it is proposed that:

H9. Perceived amount of shelf space allocated to SB negatively effects perceived risk of SB usage.

H10. Perceived amount of shelf space allocated to SB positively effects perceived quality of SB.
Figure 1. Research Model

SB
FAMITIARITY

SB
PERCEIVED
RISK

SB
PURCHASE
INTENTION

SB
PERCEIVED
QUALITY

5B
SHELF SPACE

METHODOLOGY

To test the above hypotheses data was collected from graduate students through a survey. The study
included five supermarkets operating in Turkey and four products including food and homecare prod-
ucts. Supermarkets were chosen among major chains which operate countrywide and provide SBs for
a variety of grocery products with the motivation for obtaining the variance in SB quality, familiarity
and shelf space allocation. Four questionnaires were designed for each supermarket respect to four
products: milk, olive oil, napkin and detergent for dish washer. The need for variance in perceived
risk, guided the product selection process. Respondents were asked to select the market where they
had lastly shopped and randomly given one of the four questionnaires.

Convenience sampling technique was used to select the participants. A total of 200 questionnaires
were delivered to graduates students from two universities; one in Istanbul and the other in Kocaeli,
Turkey. 173 questionnaires were returned yielding a response rate of 87%.

Measurement

Consumers’ risk and quality perception of SBs, familiarity and purchase intention were measured us-
ing three item five point Likert-type scale with anchors of 1=strongly disagree and 5=strongly agree
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based on validated scales from the literature. Perceived risk was measured by using items adapted
from study of Stone and Gronhaug (1993). Scale for measuring quality was drawn from the product
quality scale of Yoo et al. (2000). SB familiarity measure was adopted from scale of Kent and Allen
(1994) for familiarity manipulation check. The purchase intention scale was adopted following
Bruner et al. (2001). Finally, shelf space allocation for SB was measured by asking respondents what
was the extent of shelf space allocated for SB products. Measurement items were displayed in Table
I1.

Questionnaire also included questions regarding demographic factors including gender, age, house-
hold size and average household income. Sample characteristics were summarized in Appendix.

Table II Measurement Items

Standardize d Cronbach’s CR AVE
Estimates Alpha
SB purchase intention 0.69 0.70 0.53
It is very likely that I will buy store branded....(product) TS
I will definitely try store branded....(product) TLHE
SB familiarity 0.78 0.79 0.57
I am experienced with store branded. .. (product) 86+
T have knowledge about store branded .. .(product) B2
T am fanuliar with store branded. .. (product) RRR
SB Quality 0.92 092 0.80
Store branded. . ... (product) appeared to be high functional 97
Store branded...... (product) appears to be reliable 8§+
Store branded. ....(product) is of very high quality B2
Risk of using SB 0.90 0.90 076
All things considered, I think I would be making a nustake if I 93+
bought a store branded ...(product)
I feel that the purchase of a store branded ...... (product) poses 8O
problems for me that I just needed
The thought of buymg a store branded ..... (product) causes me TGk
to be concerned with experiencing some kind of loss..
Shelf Space
In .... (market) an extensive shelf space 1s allocated for store Not mchuded Not Not Not
branded products m CFA available available available
H p<0.001

Validity and Reliability of Measures

Confirmatory factor analysis (CFA) was carried out using the maximum likelihood estimation tech-
niques to assess the multiple-item measures on validity and reliability. The single item factor “shelf
space” was not added to the measurement model. CFA resulted an acceptable fit for the measurement
model but one item measuring SB purchase intention had a very poor loading estimate. After the
elimination of this problematic item CFA was run again. Although the chi-square statistic was signifi-
cant, fit indices provided evidence of an acceptable fit between measurement model and the data: c¢*/
df = 2.25, Goodness-of-fit index (GFI)= 0.91, Normed-fit-index (NFI) = 0.93, Comparative-fit-index
(CFD= 0.92. Furthermore, Root Mean Square Error of Approximation (RMSEA) was large (0.085)
but fairly below unacceptable level indicated by Schermelleh-Engel et al. (2003).

To assess the reliability of measures, Cronbach’s alpha coefficient, composite reliability scores and
average variance extracted were calculated and displayed in Table II. Measures showed acceptable
levels of reliability according to critical levels suggested by Fornell and Larcker (1981) and Nunnaly
(1978). Factor loadings of individual items to respective latent constructs were shown in Table II
which were all large and significant (p<0.01) providing evidence for convergent validity. Also shared
variance between pairs of latent factors in the structural measurement model was compared with aver-
age variance extracted that was calculated for each component of pairs to evaluate the discriminant
validity (Fornell and Larcker, 1981). It was found that average variance extracted was greater, provid-
ing evidence for discriminant validity. Inter-correlations among variables are represented in Table III
with the means, standard deviations (SD).
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Table III. Mean, Standard Deviations, and Pearson Correlation Coefficients

Std
Mean  Deviation 1 y 3 4

1- SB Purchase Intention 2.2209 02019

2- Risk Of Using 5B 28280 LOI3OT - 2ETCM

3- B Quality 2.4437 85197 530 107

4- 5B Familiarity 1.8337 33871 S 143 5640

5- Shelf Space 2.30 360 460 143 ATEC 2040+

**  Cormrelation is significant at the 0.01 lewel {2-tailed).

ANALYSIS AND RESULTS

After the assessment of measurement model, the hypothesized structural model was tested using the
maximum likelihood method in AMOS 7. Analysis results revealed that goodness of fit statistics were
in the satisfactory levels (GFI = 0.94, NFI = 0.94, CFI = 0.97, RMSEA= 0.07) supporting the overall
fit of proposed model to our data, although the chi-square statistic was ¢* 35, -66.788 p<0, 01. The
estimated path coefficients were presented in Table IV.

Analysis results showed that seven of the ten hypotheses were supported. Purchase intention were
found to be significantly affected by perceived risk of using SB (-.24, p<0.01), perceived quality of
SB (.40, p<0.01) and familiarity (.45, p<0.01) supporting HI, H2, H4. It was found that perceived
range of SB shelf space didn’t have significant direct effect on purchase intention, so there was no
support for H7. Shelf space perception was found to be have an indirectly influence on SB purchase
intention by promoting its two antecedents since HS, H10 were confirmed. It can be concluded that
SB shelf space perception contributes significantly to SB familiarity (0.26, p<0.01) and perceived
quality (0.38, p<0.01). Although a significant effect of shelf space was observed on perceived risk of
using SB, it is on opposite direction than that suggested (0.25, p<0.01) so H9 was not supported. Per-
ceived risk was also proposed to be predicted by familiarity and quality. While H3 was not confirmed
since relationship between quality and perceived risk was not significant, familiarity were found to be
significantly effective on risk of using SB (-0.16, p<0.01) supporting H5. Familiarity was also found
to be a significant indicator of perceived SB quality (0.45, p<0.01) and H6 was supported.

Table IV The Standardized Path Estimates and Fit Statistics

Hypothesized paths Estimate SE. CR Results
HI: Perceived risk of using SB - SB purchase intention S24%% 06 -3.16 Supported
H2:  Perceived quality of SB - SB purchase intention A0%E .09 3.84 Supported
H3:  Perceived quality of SB - Perceived risk of using SB -.15 13 -1.39 Not supported
H4: SB familiarity - SB purchase intention A5k .08 4.48 Supported
H5:  SB familiarity = Perceivedrisk of using SB -.16%* 11 -1.57 Supported
He:  SB familiarity - Perceived quality of SB A5 .07 572 Supported
H7: Perceived range of SB shelf space - SB purchase intention .01 .07 .10 Not Supported
HS:  Perceived range of SB shelf space - SB familiarity 264 .08 321 Supported
H9:  Perceived range of SB shelf space = Perceived risk of using SB .25%* .10 2.82 Not Supported
HI10: Perceived range of SB shelf space - Perceived quality of SB 38k .06 5.55 Supported

Chi-square = 66.788

Degrees of freedom = 35

Probability level = 0.001

Goodness of fit index (GFI )= .94

Nomned fit index (NFI) = .94

Comparative fit index ( CFL ) = .97

Root mean square error of approximation ( RMSEA ) = .07
#p<0.05  **p< 0.01
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CONCLUSIONS AND RECOMMENDATIONS

This study investigates the integrative effects of perceived quality, perceived risk, familiarity and shelf
space allocation on store brand purchase intention to provide an extensive knowledge regarding fac-
tors on which retailers should focus to obtain the strategic competitive advantages of SBs. The results
revealed that a very substantial portion of the variance in SB purchase intention (69%) was explained
with the proposed relationships. Supporting previous research, results show that perceived quality,
risk and familiarity has a direct effect on SB purchase intention while amount of SB shelf space was
indirectly effective. Consistent with the findings from literature, perceived quality and risk appeared
as an important indicator of SB purchase intention. The mean value of perceived quality shows that
SBs are perceived as having a moderate quality level. As recommended in literature (e. g. Bao et al.
2011), to increase sales of private brands, retailers should put more emphasis on quality image as op-
posed to positioning on low price. More importantly, retailer should make consumer rely less on ex-
trinsic cues such as price, brand, packaging when assessing store branded products. Dick et al. (1996)
found that store brand prone consumers are those who relies significantly less on extrinsic cues. Con-
sistently, familiarity draws attention as a very active antecedent of perceived quality. Accordingly, it
is clear that retailer must inform consumer about the SB products. As suggested by Sprott and Shimp
(2004), providing additional information by in store sampling is a low cost means of enhancing per-
ceived quality of SB. Researchers argue that when consumers have an opportunity to try a SB they
gain knowledge about the intrinsic nature so quality perception is positively effected by this additional
information.

As expected, perceived risk, one of the well known antecedents of SB proneness, has a negative influ-
ence on SB purchase intention. However, contrary to some earlier findings, quality did not have a sig-
nificant reducing effect on perceived risk. It can be concluded that consumers are concerned with the
risk of using SBs and that it not enough to create a high quality image to reduce the risk. Results re-
veal that familiarity somewhat decrease the perceived risk of using SB. To this respect, retailer may
overcome high-risk challenge by providing information about the brand (Bettman, 1973), by organiz-
ing in store taste tests, conducting the benchmark studies and publicize the results on product packag-
ing, in store information boards and through public relations campaigns (Dick et al., 1995). But it
must be noted that there is still a big portion of variance in risk that couldn’t be explained since pre-
dictors of risk explain only 8% of its variance.

One of the major findings of this research is that familiarity plays the most important role in promot-
ing consumers’ purchase intention. Besides its large direct influence on purchase intention it was also
found to be effective on risk of using store brand and perceived quality, which were widely studied as
main predictors of SB evaluation. It can be concluded that a high level of consumer familiarity is re-
quired for increased SB success. Results show that mean value for familiarity is notably low (M=
1.8837). The main implication of this result is that retailers should focus their efforts on increasing the
familiarity of their SBs. Dick et al. (1995) suggest to increase familiarity by strengthening the adver-
tising and promotional campaigns, using in-store display, informational material at the point of pur-
chase, product aisles and offering sample products inside the store. Retailer may also use coupons,
price deals and other promotions to encourage the trial of their store brand (Sprott and Shimp, 2004).

The results also provide some useful insights for retailers regarding effects of SBs shelf space alloca-
tion decisions on consumer perceptions. It seems that there are advantages and disadvantages of ex-
tending SB shelf space. Although there was no significant direct link between shelf space and pur-
chase intention, it was found to increase familiarity, perceived quality in favor of purchase intention.
On the other side, contrary to expectations, shelf space has a enhancing impact on the perceived risk
of using SB. That is, the wider shelf space, the more risky to use SBs. One of the possible explana-
tions for this result is consumers’ concern about the social disapproval of using SBs since the SB pur-
chase become more visible as the shelf space of SBs get wider. However, research on exploring the
determining factors of risk perception needs to be undertaken before relationship between shelf pace
allocation and risk is more clearly understood. Further studies taking perceived risk as a multi dimen-
sional construct need to be undertaken for more clear knowledge about dynamics of risk perception
which will also help retailer to reduce overall risk of using SBs. Further works are also needed to
avoid some limitation that current study has due to relatively small and homogenous sample.
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APPENDIX
Percent Percent Percent

GENDER MOWNTHL HOUSEHOLD
Male 48 Fernale 52 INCOME

Less than 1000 TL 1.8
AGE HOUSEHOLD 1o001-3000 TL 33.3
From 22-32 614 1-2 22.5 3001-5000 TL 429
From 3342  31.6 3-4 537 s001-7000 TL 14.3
From 43-52 5.1 5-f 15 J001-10.000 TL 6.0
From-53-62 1.9 7 and more 0.4 More than 10.000 TL 1.3
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