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The Study of Characteristics of Consumer Purchasing
Private Brand Products at Large—Scale Mart

Hwang, Seong-h uyk*
Lee, Jung—Hee”

s

Roh, Eun—jung**

Abstract

As having the movement of developing private brand (PB) goods, domestic big
retailers are facing up with new problems. Thus, it is required studies of PB products,
and how consumers recognize PB products as a consideration commodity set. Also, it is
worthy in order that it gives us the important meaning on the marketing strategy with
focusing on evaluating the differences between customers buying PB grocery goods
with respect to demographic characteristics and purchasing behaviors.

PB has some advantages for customers and retailers. However, according to AC
Nielson’s report (2005), Asian and emerging market has 1/5 sales relatively to Western
countries. But we can assume that the emerging market has the most potential growth
through this result. As a result from several other studies, it becomes necessary to not
only increase the rate of selling composition of PB product temporarily, but also analyze
the characteristics of customers using big retailers and segmenting customer groups to
make PB product as a consideration commodity set for them. In addition, it is needed to
have a variety of acts of marketing.

From studies related to PB, there is a prejudice - cheap products have low quality
- but, evaluation by customers who have used those products shows neutral stand, and
there is a study representing that it is the most important to accumulate the belief
between the retailers selling PB products and consumers using those for the accurate

evaluation and intention on purchasing. Also, by the result from analyzing the

* The first author: Visiting Professor, Sejong University
** Corresponding author: Professor, Chung-Ang University
*** Co-author: General Manager, Shinsegae Emart Division
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characteristics of customers buying PB products, we could assume that higher income
and higher education level, more preference on PB products. Especially, according to
TNS’s research, the primary targets of PB product are 30’'s who seeks value for money
and planned spending habits, and 40’'s who have teenager children, and are interested in
encouraging themselves.

This paper used Probit model to analyze the characteristics of consumers. This model
helps us to analyze with the variables representing the demographic characteristics of
consumers (gender, age, educational level, occupation, income level, living area), and
variables related to purchasing behavior (visiting frequency on big retailers, the average
amount that they pay for goods in there, and check-up which brand made those goods).
The method we used in this study is by man to man interview and survey on-line
with the rate of 89% and 119 in Seoul and Gyunggi Province, respectively, for about
one month from the beginning of February, 2008. As a result of this, under the
assumption that people buy PB products more as long as they go shopping more, it
was not meaningful for target groups which we pointed out as frequently visiting
customers to be. Although, we have expected women buy more PB products than men
do, gender doesn’'t mean anything for the result. And, it has inferred that married people
buy more PB goods than singles do. It was also meaningless with variables related to
occupation. Because housewives are often exposed to any kind of supermarket than
workers are, we could not get any relatives. Moreover, we couldn’'t proof that younger
generation prefer big retailers more than older people who 50760’s. Education levels
doesn’t affect on the purchase of PB product as well. Related to living area, the result
is statistically not similar as we expected whether living in Seoul or not. It shows there
is no relationship with the preference on retail brands and PB products, and it is similar
with the study researched by TNS(2008) that customers tend to buy PB product
impulsively no matter which brand it is and where they are even though their shopping
place is the big market where customers are often using. Variables on which we had
meaningful results are income level and living place. That is, customers who have
3,000,00076,000,000 WON every month on average are more willing to buy PB products
than other customers whose income is over 6,000,000 WON, and residents not living in
Seoul prefer PB goods than those who are living in Seoul. To explain more about what
we got, if there is only one condition about customer’s visiting frequency on big retails,
we could come up with this result that more exposed to PB products, more purchasing
frequency. Consequently, it brings the important insight that large retailers have to

prepare something to make customers visit them often to increase selling rate of PB
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products.

To demonstrate the result of analyzing more, what is more efficient variables are
demographically including marital status, income level, and residential area to buy items
that affect the PB products and could include the frequency of visiting large markets by
the purchase habits. Specifically, then, married couples rather than singles,
middle-income customers than high-income customers, and local residents not living in
Seoul than customers in Seoul are more likely to purchase PB goods.

In addition, as long as a customer visits two times more, then the purchasing rate of
PB products is to increase over 5.3%. Therefore, it seems that retailers are better to
make a shopping place as fun and comfortable places. With overwhelming the idea that
PB products are just cheap, one-time purchase goods, it is needed to increase the
loyalty on those goods like NB products, try to make PB products as a consideration
products set, and occur to sustainable sales. Especially, as suggested by this paper, it
seems like it strongly needs to identify the characteristics of customers who prefer PB,
to segment those customers, and to select the main target, and to do positioning with
well-planned marketing strategies. Then, it is able to give us a meaningful point on
marketing strategy by developing the field of PB study, identifying the difference of life

style and shopping habits of customers.

Key Words: Private Brand, Consumer’s characteristics, Large—scale Mart, Probit Model
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