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ABSTRACT

Private brands in the fast moving consumer categ@ng introduced in our local market
through the “kadogo” economy, where retailers r&pged products in smaller packages
for resale to cater for the needs of the low incamesumers who could not afford the
branded products. This included but was not limitedepackaging products like sugar
and cooking fat. Supermarkets’ own brands or peilabels are on the rise, particularly
with the launch of Nakumatt blue label private latawhere the development has opened
a new warfront between local manufacturers of mdgands and the retail chains.
Consequently, the old traditional model where soqaeket chains as we knew them only
acted as a bridge between manufacturers and stgpplhe customers is being turned on
its heads, leaving some manufacturers disconterfibis. vicious battle between the
manufacturers and supermarkets is heating up with d¢hains setting out tough
promotional campaigns pitting their own privatedbhbrands against major brands as the
battle for the price sensitive customers gets teugtith the tough economic times. The
retail outlets who also own private brands seenhaee a competitive edge over the
manufacturers’ brands; in various fronts since thewtrol what products they stock,
where they are displayed on the shelves and whiahds they feature in their local
magazines/circulars. These retail stores also ehargnufacturers brands slotting fees
payments demanded by retailers before they ac@ptpnoducts and find slots for them
on the supermarket shelves. Additionally, the tettre give its private brands better
display, visibility and shelf-space, compared te tmanufacturer's brands, yet these
brands are competing for the same share of theetw#ll key benefit for supermarkets
owning a brand is that it enables them to reapheri profit margin than they would on
other brands while selling the goods at a loweceptdb consumers. This is because the
private labels are benchmarked, against leadingdsran the respective categories, but
also in most cases priced below their countergarentice shoppers. Nakumatt private
brands, the blue label products are distinctivalgnded with an iconic blue band to
reflect Nakumatt's corporate colour and it cutsoaserall the categories of fast moving
consumer goods. The primary aim of the study wadetermine whether Nakumatt’'s
brand equity can be transferred to its blue lalvetlpcts. The researcher did a critical
analysis on the variables within the customer peatpe brand equity such as the
perceived quality, brand awareness, customer Myalicing and their impact on the
consumers’ choice for private label brands compé#oeithe manufacturers’ brands. The
researcher also assessed the image of Nakumadt atok its effect on the blue label
brand and the effects the blue label brands hawbestores image. From the findings of
this study, the researcher was able to ascertainbifand equity can be transferred to
private brands as long as there more value angfaing compared to national brands;
as well as give suggestions for further researctheruture of these private brands.



ACRONYMS AND ABBREVIATION

AMA: American Marketing Association
FMCG: Fast Moving Consumer Goods

GAIN: Global Agricultural Information Network
GDP: Gross Domestic Product

MU: Marginal Utility

TU: Total Utility

USP: Unique Selling Proposition

VFEM: Value for Money
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CHAPTER ONE: INTRODUCTION

1.1 Background of the study

Historically, private label products were first @éaped by Sainsbury in the United
Kingdom in 1869. These products were generic, coditybased products that were
developed to undercut higher-priced traditionalioretl brand products. The products
often sacrificed quality to reduce costs and amukegbrimarily to lower-income
consumers. However, today retail marketers are giagéaheir proprietary brands with
the same or even better combination of care analvation as manufacturers of national
brands(Bert Spector - Journal of management and orgaaimthistory vol. 8 issues 4,

Nov 2013).

According to Aaker and Keller (1990), researchexgehviewed the fit between a parent
brand and the extension category as a determinfathheosuccess of the extension.
Survival in the retail market remains with the daglbrands to the consumers. However,
given the cut throat competition in the industrgtailers have resulted to adopting
various marketing strategies to position themselegprove their brand image and

increase profitability; an art that Nakumatt chah supermarkets is continuously
perfecting. Specialty supermarkets have also pedebeir trade; “Our Price Limited”, a

beauty and hair products retailer introduced a eaafy hairbrushes, combs and foot

scrubbers under its brand name. (Business Dalfydan 2013).

Nakumatt Holdings Limited (the largest retailer aay the East Africa region)—
www.nakumatt.netbrought the private label brand into limelighttwthe launch of their

private label brands (the blue label) on Januafy 213 (Business Daily 1% Jan 2013)



Fast Moving Consumer Goods (FMCG) product categotaelay, have private label
brands participating in them, alongside nationahbs; where private brands are brands
created and owned by a reseller (retail chainsa giroduct or service while national

brands are created and owned by the manufactur@reducers of a product or service.

The continued increase of Private Label productslemding retailers locally is
undeniable Private label brands are increasingly challenghmg national brands in the
market place, thereby building a lot of curiositythe market, on the impact of these
brands in relation to the value of the mother/mastand.The power of retailers relative
to their manufacturers continues to increase, withate brands rapidly encroaching on
the shelf space that was once dominated by natlmaalds, in the retail chains. Volpe,

Richard (2011).

1.1.1 The Concept of Branding

The term “brand” originated from Germany in ancigmes where livestock, criminals or
slaves got permanently marked with a branding imoh to identify ownership.
(http://oxforddictionaries.com). According to Riaad Ries (2000) a brand is a special
word in the mind of consumers that has the powarftoence purchasing behaviour. The
American Marketing Association (AMA) defines a bdazs a "name, term, sign, symbol
or design, or a combination of them intended taiife the goods and services of one
seller or group of sellers and to differentiate nthérom those of other sellers
(www.marketingpower.com). This implies that bramglis not about getting preference
from the target market over the competition, butigg prospects to see “you” as the sole

provider of a solution to their problem. Kotler ) defines branding as a seller’s



promise to deliver a specific set of features, biemand services consistent to the buyers;

and it is such a strong force today that hardlytlsing goes unbranded.

The concept of the brand can be traced back touptogharketing, where the role of
branding and brand management has been primarilgréate differentiation and
preference for a product or service in the mindh&f customer (Knox and Bickerton,
2003). De Chernatony and McDonald (2003) furthguarthat both product attributes
and brand trust can simultaneously be achieved wyiewed from a consumer
perspective where branding at its most simplisao e used to convey a product's
functional qualities and associated benefits, andstablish trust and confidence in the
product. Strizhakova and Price (2008), Kapferel0O80and Srivastava and Gregory
(2010) concurrently argue that branding strategresdeveloped by the organization, for
the product, in order to position and identify thand with positive product benefits to

attract potential customers, create brand awarereso increase profitability.

1.1.2 The Concept of Brand Equity

Pride & Ferrell (2003), defined brand equity as ierketing and financial values linked
with a brand’s strength in the market, includinguat proprietary brand assets, brand
name awareness, brand loyalty, perceived branditguand brand associations.
Concurrently, other scholars have variously intetgnl the concept of brand equity as a
financial measure (Simon and Sullivan 1993), a mea®f consumers’ behavior in
relation to their willingness to pay a premium prias well as their loyalty to a brand,
Aaker 1991; Swait, et al. 1993), or simply a measafrconsumers’ beliefs (Keller 19983;

1998, 2003).



As Kim, Kim and An (2003) put it, the financial gpective is also known as the
company’s brand value, while the customer perspeavialuates brand equity based on
the customers’ perceived brand value from the andfanarketing decision making.
Brand value and brand equity are two different,igetcately linked concepts. According
to Banik (2010), brand value is the net presenievalf future cash flows from a branded
product minus the net present value of future démhs from a similar unbranded
product. In other words, it refers to what the lbras worth to the management and
shareholders. Banik further states that brand ydigia set of perceptions, knowledge and
behaviour on the part of customers that createsaddnand/or a price premium for a

branded product. In other words, it is what thendre worth to a customer.

This study adopted the idea of customer perspeofiland equity which Aaker (1991)
considers to be aggregate of assets and liabilitged to a brand’s name and symbol
that adds or subtracts the value provided by aymtodr service to a firm and/or that
firm’'s customers. Aaker (1996) further mentionedefidifferent dimensions that can
create the value of brand equity, as brand awasempesceived quality, brand loyalty,
brand association and proprietary brand assets asigatents, trademarks, and channel
relationships. Kotler and Keller (2009) argue thia@ foundation of brand equity is
formed by the brand knowledge of the consumers.n@®ri&nowledge enables the
consumer to differentiate brands and guides thel maimd response to marketing activities
as a result of this knowledgEhese dimensions will be examined together withireege

that the store depicts.



1.1.3 Private labels and store image

Kotler and Keller (2006) define private label brajatso called reseller, store, house, or
distributor brand) as one that retailers and wladéas develop. Lincoln and Thomassen
(2009) concurred by emphasizing that private |&bahds are retailer brands; brands that
are owned and sold by the retailer and distribitedhe retailer. Intermediaries search
for manufacturers with excess capacity that wibdurce the private label at a low cost.
Other costs, such as research and developmenttiathge sales promotion, and physical
distribution are also much lower, Lincoln and Thesen (2009). This means that the
private brander can charge a lower price andrstilke a higher profit margin. Retailers
develop exclusive store brands to differentiatemtbelves from competitors, and
persuade consumers to develop a preference fatdhe brands in certain or possibly all
the categories. Lincoln and Thomassen (2009) fudhgue that adopting private brands
is adopting global trends where private label aot®dor more than 20 per cent of the
retail sales as value-seeking consumers incregsinghtinue to cast their brand

preference nets wider.

According to Thang (2003), the concept of storegeneas used by Martineau (1958) for
the first time. He defined it as, a store definedcustomers’ mind partly based on
functional attributes and partly based on psychobdgattributes. He claimed that store
image includes its characteristic attributes andakes customers feel the store different
from others. The functional attributes in this @tare assortment of commodities,
layout, location, price-value relation, and sentitat consumers can objectively compare
with other stores. Psychological attributes areaetiveness and luxuriousness that

represent special attributes of that store. Retalle image plays a crucial role in store



patronage, and it is widely accepted that psychctbddactors have a significant role in

store image formation, Thompson and Chen (1998).

1.1.4 The retail industry in Kenya

A report published by the Euromonitor InternatiomalJune 2014 on Kenya’s retailing

industry between 2000 and 2010, estimated the grovsupermarkets to be 32 per cent
in terms of numbers. The wholesale and retail tiz@® maintained an average of 10.2
per cent contribution to GDP. The contribution tDSwas 10.2 per cent in 2008, went
up to 10.5 per cent in 2011 and was back to 10.2¢ea in 2012. The annual growth rate
of this sector increased from 4.8 per cent in 2008.4 per cent in 2012 (Kenya National
Bureau of Statistics, 2013). Wholesale and retadle¢ activities tend to be distributed
across the country, their growth is attributed touaber of factors including increased
purchasing power among Kenya’'s middle class anceupfass populations, improved

infrastructure, which has facilitated the movemehgoods; meaning higher quality at
lower prices and the sustained property boom tlaat &llowed retailers to establish
outlets at prime locations near residential neiginboods, offering more convenience to
consumers. Retailing in Kenya is therefore on award growth trajectory, especially

supermarkets which have been spreading very rapidly major towns.

(www.euromonitor.com

Kenya is among the most advanced countries in &filc terms of presence of
supermarkets, after South Africa. According to tBmbal Agricultural Information
Network — GAIN (2008), Kenya had over 494 superratskand 22 hypermarkets in
2008, a number that could have doubled by 201h@#ie second single largest source

of growth after agriculture, the wholesale and itetabsector is a major source of
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employment. In Kenya, Tuskys, Nakumatt, Naivas, dlavand Uchumi are the most
popular supermarkets in Nairobi. The Economic Sumeport in Kenya 2013 indicated

that the wholesale and retail sector was showiegtgrotential as a key economic driver
after recording good performance in 2012. The refusther showed that wholesale and
retail sector is the second biggest contributoth® Gross Domestic Product growth
accounting for 15.2 per cent of the overall groatter agriculture and ahead of transport

and communication. Economic Survey Report (2013).

1.1.5 Nakumatt Supermarkets

Nakumatt is the largest supermarket chain in Kefiyaditionally, the chain store was
seen as a supermarket for the wealthy, but it apptabe targeting lower income
shoppers. Nakumatt, the short for Nakuru Mattressas born out of Nakuru Mattresses
and registered in 1965. It started as a small faowned mattress shop in the provincial
town of Nakuru in 1978 and the business operateNakuru and Eldoret until 1987,
when they set up a small store store in NairobUgwala Road-behind the Bus Station,
paving way for a phenomenal regional growth that $een it open numerous branches.

(www.standardmedia.co.ke

Nakumatt operates a single store in Moshi, Arushaz&nia and will be effectively
raising its branch network to 49 up from the cutrdf across East Africa. Besides
opening of the three Tanzania stores, Nakumatsesgearing up for the opening of four

other stores in Kenya by the end of 2014. (httpg#tm.co.ke).



1.2 Research problem

Private label brands have been described as algilbbaomenon (Herstein and Gamliel,
2004), where manufacturers' brands have long ddednthe retail scene. In the past,
private labels were primarily targeted to the pdavday, while the poor still buy, one
observes even wealthy consumers purchasing staed$r It is considered smart
shopping to purchase private label products of @aige quality for a much lower price
rather than being ripped off by high-priced mantdesrs’ brands (Kumar and
Steenkamp 2007). However, the future of the futidrprivate brands vis-a-viz national
brands in the dynamic market creates interest enptlactice. Businesses and business
media regard store image as critical to retail essadue to the influence it is believed to
have on store patronage behavior and consequeriyapility (Hansen and Solgaard,
2004). Store image is defined as the ‘personatityd store or how the store is defined in
the shoppers’ mind mainly by its functional quakti and partly by an aura of

psychological attributes (Martineau, 1958).

Nakumatt supermarket has been stocking a wide rahge own in-house branded fast
moving consumer goods (FMCG) since January 2013nieffort to give consumers a
wide variety of options. (Business Daily"™ danuary, 2013). Nakumatt's store formats
range from supermarkets to hypermarkets that dispilstinctive, world-class shopping

floor layouts and amenities. These branches offange of over 50,000 quality products
as well as shopping and entertainment centershirvwthole family in most of their

hypermarkets (The East African 2001). Its shopgiagrs are also convenient with some
of its branches operating 24 hours. Nakumatt giftchers are available in various

denominations from a hundred shillings to ten tlamds shillings voucher; while the



Nakumatt global card enables the customers to ghaljally, accumulate loyalty points

with their purchases and claim rewards and prigesw.nakumattglobal.com).

Various studies have been done on different coscabout brand equity and private
label brands in various learning institutions. Walf2012) identified factors affecting the
success of private label bread brands of largerswp&ets in Nairobi Kenya. He was
seeking to unearth the impact of factors such asepeed quality, perceived value,
perceived price, perceived risk and the perceivéention to purchase bread under the
private label brands. Ngige (2010) establisheditifieence of brand equity assets on
consumer purchase choices; a case of breastfegdlogs in Nairobi Kenya; while
Ogonj (2010) identified factors influencing perdeps of brand equity of liquid food
packages among consumers in Nairobi's Buruburuegestacase study of Tetra Pak
Limited. All the aforementioned studies concentlat the success of private label
bread brands, influence of brand equity assetdeantl equity perceptions. However, no
known study has focused on the possibility of tramsg a firm’s brand equity to its in-
store brands. This study therefore seeks to andiver question; is Nakumatt

supermarket’s brand equity transferable to its bdbel branded products?

1.3 Research objectives

The objectives of the study were:
1. To determine how customers perceive the qualityblole label products in
relation to their pricing.
2. To assess the effect of the store image, and bsavateness on blue label
products.

3. To establish the effect of blue label productslendtore’s image.

9



1.4 Significance of the study

The findings from this study contribute additiofkalowledge to the existing and future
firms, on transferability of brand equity to priealabel brands particularly in Kenya
where the private label practice is growing. Thelgtalso gives a reference material for
future researchers on studies related to brandtyequiivate brands and other related
studies. The study also highlights a research lgapwill require a further research to be

carried out in future.

To the wholesale and retail industry, the studyaldsghed more factors that would
enhance the growth of the industry as well as tliogeare detrimental to its growth. The
study offers a reference point to the stakeholdetke industry and help them formulate

and adopt strategies that will enable them creaielee in the industry.

To the policy makers, this study acts as a guidedemtify and make appropriate
decisions that will foster the growth and developmef the industry without
compromising on the firms’ performance. The findingill further help the policy
makers ensure that the available resources ameeflly utilized for the benefit of the

industry, the stakeholders, the society and th&@é@mwent.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents the theoretical foundatiah reniews the literature on the brand
equity, private label brands and private label f@sing. It covers consumer behaviour,
consumer perception and consumer learning, diffusfoinnovations and the challenges

encountered in this process.

2.2 Theoretical foundation of the study

Generally, consumer decision making is the prooégserceiving and evaluating brand
information, considering how brand alternatives neemsumer’s needs, and deciding on
a brand. Attitudes are evaluative judgments, ongatof how good or bad, favourable or
unfavourable, or pleasant or unpleasant consuniegsaf particular object; the object
being, a product or service offering, brand, pr&tere and dealer person, place, thing or
issue. Attitudes are formed from beliefs; and wbhensumers believe that a new product
has many features that match their needs, theljkatg to form positive attitudes about
the new product. Consumer attitudes are formedherbasis of experiences as well as
information received from personal (word of moufdunily, friends, peers) as well as
impersonal (marketer's sources) sources of infaonatthat are retained in the
customers’ memory (Kardes, Cline and Cronley 20J4jnes Royer (1978) argued that
since virtually all behavior is influenced by priexperience, it is possible to equate

theories of transfer with the general theoriesedfdvior.

11



2.2.1 Social exchange theory

The theory proposes that social behavior is a regwn exchange process. The purpose
of this exchange is to maximize benefits and mimentosts. According to this theory,
people weigh the potential benefits and risks dfiaorelationships. When the risks
outweigh the rewards, people will terminate or almanthe relationships. Costs involve
things that are seen as negative to the individueh as having to put money, time and
effort into a relationship. Benefits on the otherdeare seen as the things that the
individual gets out of the relationship such as, ftmendship, companionship, social
support, convenience and space. The theory sugestee essentially take the benefits
and minus the costs in order to determine how naicklationship is worth. Positive
relationships are the ones in which the benefitasveigh the costs, while negative
relationships occur when the costs are greater thanbenefitsEmerson (1976);

Cropanzano & Mitchell, (2005).

2.2.2 The general theory of consumer perception

Perception is the process in which a person selactmnges and interprets stimuli, where
these stimuli are filtered and adjusted to become&'soown view of the world. Even
though exposed to the same thing, in the same e@maent, two persons will never
experience the same (Schiffman and Kanuk, 2009uirlives today, we are exposed to
millions of different stimuli; different smells, sads, tastes, sights and textures, but the
brain takes in and process only a small numbetldghese stimuli (Solomon, Bamossy,
Askegaard and Hogg, 2006). The perception processisis of three stages: exposure,
attention and interpretation stage. The brain takeise stimuli in the attention stage, and

interprets it according to our previous experiermed desires in the interpretation stage.

12



(Solomon, Bamossy, Askegaard and Hogg, 2006,) lorisy when the customers’
perceptions of the business, products and serace&nown, that one can confirm the
direction in which the business is taking. All thwteractions that occur between
customers and the business ultimately affect th&ooters’ view and image of the

business; since they form the overall perceptiothefbusiness.

2.2.3 Theory of classical conditioning (Pavlov’'s #ory)

Classical conditioning is a learning theory thadl lmamajor influence in behaviorism. It
was discovered by a Russian physiologist lvan Raaka learning process that occurs
through associations between an environmental &isnand a naturally occurring
stimulus. Behaviorism is based on the assumptioat fkearning occurs through
interactions with the environment. Two other asstioms of this theory are that the
environment shapes behavior and that taking intemental states such as thoughts,
feelings, and emotions into consideration is uselesxplaining behavior (Nevid 2013).
Classical conditioning can be applied to markeimgn effort to associate a product with
a positive stimulus. For example, frequent adveniisnts of a product or engagement in
corporate social responsibility activities eliogscitement due to the pairing of the same
with the respective company. This association mafjuence people to buy this
company’s brand. However, research suggests tiesé tis a limit to the amount of
repetition that will aid retention; repetition beybwhat is necessary for learning leads to
advertising wear out. According to classical coding theorists, learning depends not
only on repetition but also on the ability of in@iuals to generalize. Stimulus
generalization explains why manufacturers of pavdabel brands try to make their

products closely resemble the national brand lea&ehiffman and Kanuk, 2009).
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2.3 Brand Equity Dimensions

Brand equity is considered as multidimensional ephcand a complex phenomenon
(Jiang, 2004). Keller (2003) proposes that brandtggonsists of five dimensions: brand
loyalty, brand awareness, brand association, pexdajuality and other brand propriety
assets such as patents, trademark and channebnshap. Alternatively, Gylling &
Lindberg (2006) argues that, it composes of two maments: brand awareness and brand
image. His conceptualization is same as two of Aakerand equity dimensions, which

are dependent on brand knowledge.

Brand awareness, brand association, perceivedtyjaid brand loyalty as common
dimensions of brand equity, which have been adobyedther researchers (Erenkol and
Duygun, 2010). Positive brand equity implies thastomers have a lot of positive and
strong associations relate to the brand, high tuakrception and can lead to brand

loyalty (Yoo et al., 2000).

2.3.1 Brand awareness

Brand awareness is the first and fundamental at&ilof customer brand equity; and
sometimes it is underestimated component of brapdtye (Tong and Hawley, 2009).

Brand awareness is defined as “the ability of aelbiy recognize or re call that brand is a
member of certain product category”. Keller (2068)nd that it composes of both brand
recall and recognition. He further (Hongo, 2004pleins that brand recognition “relates
to consumer’s ability to confirm the prior expostwethe brand when given the brand as
a cue”. However, brand recall is “related to constisability to retrieve the brand when

given the product category, the needs fulfilledtbg category, or some other type of
probe as a cue”. (Chaudhuri & Holbrook, 2001) Faoresv or niche brand, the important
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issue is recognition; on the other hand, for aAketiwn brand, recall and top-of-mind is
more sensitive and significant. Beside, brand amese affects customers to make their
decision, particularly for low-involvement packagemods and strengthens brand
performance in the market (Huang and Sarig6lli, 120Hence, marketers should
concentrate on brand management and appropriatestam build and maintain
customers’ brand awareness by enhancing connedigiween a product and its
customers, so as to influence customer brand gmte@Vang et al., 2008). In summary,
“brand awareness precedes building brand equityhénconsumer mind set (Huang and
Sarigollt, 2011); it affects customers’ perceptanmd attitudes, as well as it influences

customer’s brand choice and brand loyalty.

2.3.2 Brand association

Brand association is another important componenbrahd equity. It is described as
“anything linked in memory to a brand” and brandage is as seen as “a set of
associations, usually related in some meaningfy’ {@armeli & Tischler, 2005). Jiang,

(2004) defined brand associations as “impressiased) on other information that is
related to impressions created by the brand imthmels of consumers and that include
the brand’s meaning for the consumers”. Based @r pesearch, Xu and Chen (2010)
found that the related association (impressior ¢iould be a product, country of origin,
firm, competitor, seller, or users with particu@@mographic or lifestyle characteristic.
However, the association to a brand might be seomgen it is based on numerous

experiences or exposure to communications, raltzer few (Marinova et al., 2011).
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Erenkol and Duygun (2010) propose that brand aaBons help communicators to

easier deliver an idea of a product or servicednsamers or communicate thoughts
related to the brand, but also provide brand dfféation and positioning. Furthermore,
brand association creates value for the firm agd aseffor its customers by assisting to
process information, distinguishes the brand, esegiositive attitudes and feeling,
provides a reason to purchase a brand and formsashie for brand extensions (Tong and
Hawley, 2009). Brand association, which is the oote of high brand awareness, is
positively relate to brand equity, since it is veslvas “a sign of quality and

commitment”, leading customers to familiarizes agers with a brand, as well as
“helping them consider it at the point of purchag®larinova et al., 2011;). Building

positive brand associations may lead to the foiwnatif a positive brand image, which is

a conceptual antecedent to enhanced brand eqaitgl@th et al., 2001).

2.4 Branding Practices

Because of the increasing value of brands to soymsampanies across the world, the
brand creation and management process has nevemnime important. Mistakes made
at any stage can end up damaging a company’s teputnd could cost huge amounts

of money to put right.

Successful branding creates brand equity. To dpvalstrong and successful brand, a
retail store has to embrace three basic principhsshieve differentiation (in the
consumers’ mind) from competitors, long-term marigetcontinuity and coherence of
different marketing components (Aaker, 1996). Ontgnds that are well distinguished
from competitors can build up long-term customsyalty and avoid store switching by
the consumers. Brands are established through wcwrslearning process, where
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consumers create brand associations in their mithdd; are reinforced with repeated
exposure to the brand messages. Inconsistency mekbsand image fragile and
consumers strive for internal harmony or congruityheir knowledge and information;

theory of cognitive dissonance (Schiff metral, 2012).

Product branding includes all the tangible andrigilale associations that customers have
about a product brand. This could include brandlityyebrand price, brand features,
brand personality and brand image. Product braadget customers, and are likely to
create associations about specific products. Timasketers’ efforts focus on developing
marketing activities that will deliver value to eabd which will enhance its image from
the customers’ perspective. Due to its importanogrketing academicians and
practitioners are becoming more involved with biagdas a means for differentiation.
However, marketers are challenged when it comessessing a measurable value for a
brand. Most measures for product brand equity te@rsed from the consumer behavior
literature. Klein and Dawar (2006) proposed théofeing dimensions as the major asset
categories in determining brand equity: (1) braathe awareness (2) brand loyalty (3)
perceived quality and (4) brand associations. Peispective offers a customer-based

approach for brand equity measurement.

Carrol, Barnes, Scornavacca & Fletcher, (2007)na@efficustomer-based brand equity as
the differential effect of brand knowledge on cansu response to the marketing of the
brand. Keller highlighted brand knowledge, reflegtthe degree of brand awareness and
image and brand response, reflecting consumersepgons, preferences and behaviors
resulted from the marketing mix activities. Anothparspective for measuring product
brand equity is commonly referred to as the finah@ccounting perspective. This
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perspective evaluates brands by assessing theiacimpn financial performance
indicators such as revenues and profits. SimonSafidzan (2003) assess brand equity as
the incremental discounted cash flows that wousdiltefrom a product having its brand
name in comparison with what would accrue of thmes@roduct did not have the brand
name. Companies such as Financial World and Interebassess values in brands using
this financial-based perspective. Future productniegs are based on historical

information about brand performance.

While evaluating brands on the basis of the valiua product is important, yet existing
measures do not account for non-product and notowmies related factors that may
affect the value of a brand. Previous empiricakaesh has identified a strong link
between corporate associations and product braaldaions (Berens et al., 2005). Also,
other non-customer stakeholders’ perspectives lgrigdiience the value of a brand. For
example, the general public’'s perceptions aboytarate response to social events such
as Hurricane Katrina greatly affected the reputatsd companies such as Procter and
Gamble (Alsop, 2005). Also, Bill Gates’ personalilghthropy helped to raise the
ranking of Microsoft by the general public (Alsd3)07). This phenomenon highlights
the importance that marketers should emphasizet@giating stakeholders’ perceptions

about brands and assessing their impact on perfarna

2.5 Brand equity

According to Aaker (1996), a crucial concept forldhag brand equity is brand identity;
which is a unique of brand association that reprssevhat the brand stands for and
promises to customers. He argued that brand iglemitn be organized in four
perspectives where the brand is viewed as a prpduganization, person or a symbol.
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Kotler, Armstrong, et al, (1999), pointed that lWiarvary in the amount of power and
value they have in the marketplace; and that a doWwbrand has high brand equity.
Brands have higher brand equity to the extent eyt have higher brand loyalty, name
awareness, perceived quality, strong brand assmtsadnd other assets such as patents,
trademarks and channel relationships. It is fa thason that many companies base their
growth strategies on acquiring and building a rlmtand portfolio. From a finance
perspective, Keller and Lehmann (2006) describeshds as assets that, like the plant
and equipment, can be, and frequently are, boughsald. They further pointed out that

the financial worth of a brand is the price it lysnor could bring, in the financial market.

Feldwick (1996) used the terms brand descriptioant image and brand strength which
he emphasized was synonymous with brand loyaltyth&s concept of measuring
consumers’ attachment to a brand. He further empththat the strength of a brand and
its description were referred to as consumer beodty to distinguish them from the
asset valuation meaning. Aaker (1991) further dtdteat the brand loyalty of the
customer base is often the core of a brand’s eqtigy continued arguing that brand
loyalty is a basis of brand equity that is crediganany factors, chief among them being
the use experience. Keegan, Moriarty, Duncan (198%&nted out that loyalty is
influenced in part by the other major dimensions lwfind equity, awareness,
associations, and perceived quality. The trio aldded that in some cases, loyalty could
arise largely from a brand’s perceived quality trilaute associations. (Jackoby and
Chestnut (1978); Kahn and Meyer (1991); Dick ancB#&1994); Fournier and Yao

(1997) argued that it is very possible to like &redoyal to something with low perceived
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quality or dislike something with high perceivedafity. Thus, brand loyalty provides an

important basis of equity that is sufficiently distt from the other dimensions.

2.6 Private label positioning

Private label products are viewed as differentmtd@hey are no longer simply “me too”
products that offer “the same thing for less mohdylore and more, they bring

something new to the market. Private label prodaotsstrategic weapons. Increasingly,
they are tools that separate a retailer from itapetitors, hopefully in a way that helps to
build loyalty and purchase behavior. And, in adufitto bringing something unique to a
retailer, they offer better margins, thereby sugipgrbottom line growth a critical role to

be played in an industry that has forever been ethflky thin margins and today is

feeling margins seemingly choked out of existence.

A number of retailers continue to embrace the peiviabel branding as branded
alternatives in order to influence and change cowss’ preference and thereby change
the consumer buying patterns. Globally, evidenggsests that there is a slow but steady
growth in private labels, with the global average their penetration pointing at about
15%. Consumer attitudes and perceptions towardse theands are mainly based on the
products perceived quality, price, quality compatethat of the national brands as well
as the store image. The success of private lalzgldsris therefore influenced by the
strategies adopted to position them in the mindghefconsumers (Martos-Partial, et al

2011).

In general, private label strategies become a peevgart of any mature retail market, as
retailers typically have the scale and capabilimesessary to develop a competitive
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private label offering. For instance, retailers gyatly have larger budgets for in-store
marketing and promotions; they have better accessthird-party suppliers and

distribution networks; they are more familiar withand management techniques; and
there is an increasing synergy between retail amghufacturing investments, as in

communication and advertising.

2.6.1 The evolution and repositioning of private laels

Traditionally, private label brands were referred a@s generic product offerings that
competed with the national brand through price-@aproposition. Due to their low
pricing compared to the national brands the peroephat private brands were inferior
in quality translated to lack of trust and confidenn them. However, they continued to
thrive in the market by providing consumers withadfordable option particularly in low
involvement purchase decisions. Retailers contirtoadtroduce more private brands in
different categories and maximized on profits sitiee products required minimal or no
marketing effort (Field, 2006)Today, private label packaging frequently sets the
standard and tone for high-end design and consexyactations for product delivery.
Consumers purchasing private label products benefit a reasonable option in terms of
quality (where suppliers are the same as the leladards) and a very good option in

terms of price Raju, Sethuraman and Dhar 1995).

2.7 Consumer attitudes towards private labels

Consumers attitude towards private labels are c¢hgngith time. Previously private
label brands were seen as seen as inferior, loty geseric brands by the consumer, but
currently they are perceived as fully-fledged indibal brands in their own right, to be

evaluated alongside all other brands. Globallyata label brands differ in the rate of
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penetration, but they have developed to become thare just a low price brand in the
eyes and mind of the consumer in terms of valuecaradity (Cuneo, Lopez, and Yague,

2012).

According to Cunning, Hardy and Imperia (2002), sutmers rate private brands as
inferior to national brands in terms of taste, agwpace and labeling, among other
factors; while some shoppers would avoid buyingntheegardless of the savings
associated with buying them. However, consumers make their purchase decisions
based on the product positioning and pricing. Thimainly due to the low quality image
portrayed by the private brands compared to thiematbrands. A focus on quality could
give private brands a competitive advantage in sesfrfavourable perception of the store
brands and in turn increase consumers’ loyalty tdevdhese products which are only

available at the stores chains (Paul S. R., RAlI&n, S. D., and Arun K. J. 2004).

Store image is an attitude formed in consumers’scmusness, which is partly
determined by practical characteristics that atated to functionality, and partly by
psychological factors (Martineau, 1958). He furtigentified four main factors that
determined a store’s image as the layout and aathite, symbols and colours,
advertising, and the operating personnel. Kapfég&08) further argued that the image
of the store (quality, cleanliness, popular or sigpecharacter, and so on) reflects on

everything that bears its name, firstly on therdistor’s brand.

Edgecliff, (2001) argued that price and quality #Hre two directly related factors that

customers consider when choosing private brandduiteer pointed out that customers
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use the price-quality formula to evaluate the bsaimdtheir purchasing decision making
process. Generally, consumers judge the qualifyr@ducts on the basis of their pricing
rather than the other products attributes. Thelaaperception that low-priced products

are inferior in quality compared to high-pricedrmiad products (Batra & Sinha, 2000).

2.8 Diffusion of innovations

Assael (2004) defined diffusion of innovations las framework for exploring the spread
of consumer acceptance of new products througlheusacial system, market segment or
a target market. The acceptance of an innovatigprisad by communication to members
of a social system over a period of time. Schiffmanal (2012) pointed out that the
diffusion process and adoption process are twoebloselated concepts that are
concerned with the acceptance of new products Imgwuoers. The diffusion process
includes four basic elements namely; the innovatairannels of innovation, the social
system and time. In the adoption process, the ecoesunoves through five stages to
arrive at a decision to purchase or reject a nevdymt. These stages are; awareness,
interest, evaluation, trial and adoption or rej@etiHowever, consumers’ resistance to
innovation increases with decrease in perceivedativel advantage, perceived
compatibility, trialability and communicability; dnincreased perceived complexity.
Innovation overload also greatly impairs the consighdecision making (Schiffman, et

al., 2009).

Diffusion of innovations practice needs to incregbt acknowledge and value the role of
indigenous wisdom and solutions. Indeed innovatitwas are generated locally are not

just more likely to be culturally-appropriate, balso more likely to be owned by the

23



potential adopters. When adopters are externallguaeled to buy into the vision of an
outside-expert, they tend to demonstrate inertid eesistance, much like the lowa
farmers who for years resisted the adoption of idybeed corn. However, we do not
need more-of-the-same diffusion research (Meyed420rhe overwhelming focus on the
individual as the unit of adoption needs to be temeed to the levels of organizations and
communities-of-practice. More scholarly attentiozeds to pay to the consequences of

technological innovations.

Rogers (2003), diffusion of Innovations takes acaltly different approach to most other
theories of change. Instead of focusing on peilisgachdividuals to change, it sees
change as being primarily about the evolution oeirivention” of products and
behaviours so they become better it's for the neafdsndividuals and groups. In

Diffusion of Innovations it is not people who changut the innovations themselves.

According to Finney (2002), diffusion of innovatehbetween societies is one of the most
important processes in cultural evolution. The wdifbn of innovations is important
because it is relatively hard to invent (or devglamny kinds of useful knowledge.
Complex techniques (e.g. maize farming) are contising of many skills, and develop
over a long period of time. It is usually difficuid invent all the requisite parts in the
right order, foresee the advantage of nascent eehnblogy, etc. It may also require a
special environment or a historical/cultural preyjatction to make the earliest steps of an
invention possible. It is usually much easier tguae all but the simplest skills from
someone else than it is to try to invent them fourgelf. The possibility of non-parental

transmission, combined with the existence of varitypes of biases, means that humans
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can selectively borrow ideas from other societiescan attempt to guide the evolution of
our culture. As a consequence, societies tradesidad techniques, as well as disease
organisms, genes, and commodities. Elements otakdy information hypothesis are

well exemplified by the diffusion of innovationsgaess.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the methodology that wasskd in this study. It focused on the

research design, data collection and data anatysilsods.

3.2 Research Design

The study was based on a case study, where therchse collected in-depth data on the
target population. The design is most suited femgle unit of study because it offered a
detailed analysis that gave valuable insights tht subject under study. A case study
allows for a careful and complete examination ebaial unit, institution, family, cultural
group or an entire community and embraces deptmerahan breadth of the study

(Mugenda and Mugenda 2003).

3.3 Data collection

Primary data was collected by using an interviewdguThe interview was conducted on
the customers at the Nakumatt Supermarkets in biato ascertain whether they can
transfer their Nakumatt brand loyalty to the stbmgn branded products. The interview
guide was utilized as a data collection instrumergbtain accurate and detailed data.

Any relevant secondary data also was used in tity st

3.4 Data Analysis

The study adopted content analysis to analyze tbgpondents’ response on
transferability of the store’s brand equity toaisn branded products. Content analysis is
a technique for making inferences by systematicatly objectively identifying specified

characteristics of messages and using the sameldte rto trends. Analysis of the
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collected data was compared with the theoretiGah&work and the reviewed literature

to arrive at a conclusion.
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CHAPTER FOUR
DATA ANALYSIS, PRESENTATION AND INTERPRETATION

4.1 Introduction

This chapter presents the findings of the studal#ished from the interview guide in
determining the transferability of brand equityth@ blue label products a case study of
Nakumatt supermarkets in Nairobi. The findings bé tstudy were guided by the
following specific research objectives: to deterenliow customers perceive the quality
of blue label products in relation to their pricirtg assess the effect of the store image,
and brand awareness on blue label products, arestablish the effect of blue label
products on the store’s image. This chapter alptags the findings in comparison with

relevant literature as established by other autimotise samdield of study.

4.2 The Respondent Profiles

The respondents comprised of shoppers of Nakumpé#rsarket in Nairobi. In total the
researcher interviewed (20) respondents from 4cteleNakumatt supermarkets in
Nairobi (See Appendix 1), where twelve offereddapth responses in relation to the

subject of the study.

The study sought to determine the age of the repua and the findings were presented

in the table below.
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Table 4.1 Age of respondent

Age of respondents Frequency Percentage (%
Below 35 years 15 75

35-50 years 3 15

Above 50 years 2 10

Total 20 100

From the findings in the table above, 15 (75%)hef tespondents were aged betweer
age of 24 and 35 years. 3 (15%) of the respondesrts aged between the age of 35

50 years while 2 (10%) of the respondents were agede 50 year:

The respond#s were required to indicate how long they havepped at Nakuma

supermarket. The findings were presented in thedigpelow

Figure 4.1 Number of years shopped at Nakuma

Number of years shopped at Nakuma

Above 5 years 60%
3-5 years 20%
1-3 years 15%
0-1 years 5%
0 1I0 2I0 3I0 4I0 5I0 6I0

From the findings the study established the p« shoppers have shopped at Nakur
supermarket for a period of five years and aboueis Taccounted for 60% of ti
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respondents. It was closely followed by the respoitsl who indicated that theyd
shopped at Nakumatt supermarket for about 3 toassyéhis accounted for 20%. 15
represented respondents who shopped at Nakumadtnsagket for about 1 to 3 yee
while 5% accounted for respondents who shoppedktiiatt for about less than a y

to 1 year.

The study sought to find out from the respons whom they shop for at Nakum

supermarket and the findings were presented ifighee below

Figure 4.2: Whomrespondent: shop for at Nakumatt supermarket

Whom do you shop for at Nakumatt supermarket’

60
50
40
30
20
10

12%

Self Family Office Others

The majority of the respondents indicated they sfmpfamily most of the times
Nakumatt supermarket and this accounted for 60% @8the respondents indicated t
they shop for self at Nakumatt supermarket. 12%hefrespondents indicated thaty

for other while 5% of the respondents indicated thay shop for office us:

The study sought to determine on average how miuelrdspondents spend each t
they wentshopping at Nakumatt supermarket. The findings vpeesented in the figui

below.
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Figure 4.3: How much do respondents spend on shoppin

How much respondents spend on shoppil

40%

40 30%
30 20%
20 10%
10
0
Below 5,000- 10,000- Above
5,000 10,000 15,000 15, 000

M How much respondents spend on

. 20 40 30 10
shopping

From the findings, 40 % of the respondents inditaibat they spend about Ksh. 5,00(
Ksh. 10,000. 30% of the respondents indicatedttiegt spend about Ksh. 10,000 tsh.
15,000. 20% of the respondents indicated that ipeyd below 5,000 while 10% of t

respondents indicated that they spend above Ks00Q:

4.3 Brand Awareness oiNakumatt Blue Label Products

Tong and Hawley (2009) define brand awarenesseaalitity of a buyer to recognize
recall that brand is a member of certain produdegay. Hongo (2004), related
consumer’s ability to retrieve the brand when gitee product category, the ne¢
fulfilled by the category, or some other type oblpg as a cue. Huang and Sarig
(2011), recognize that beside, brand awarenesstaffestomers to make their decisi
particularly for lowinvolvement packaged goods and strengthens brarfidrip@ncein
the market. The highest level of brand awarenesspi®f mind awareness. This is wt
customers think of the products first when theydné® make a purchase within t
product category. Build top of mind awareness &atgd through repeated expo: and
consistent delivery of a good product or servicerdime. This is a huge advantage in
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market when customers enter a buying situation taedbrand immediately comes

mind first.

Figure 4.4: Awarenes: of Nakumatt’s own branded blue label product:

Are you aware of Nakumatt's own branded blue labeproducts?

Percentage 60%

Frequency 12

0 10 20 30 40 50 60

O No

HYes

From the findings, the study found out that 60%ilef respondents were aware of
Nakumatt's own branded blue label products whil&46f the respondents were 1
aware of the Nakumatt’'s own branded blue label petsl Sore respondents indicat:
that they have seen Nakumatt blue label productthénstores’ shelves while othe

indicated that they have used them at home, icesdfand in various events (parti

“Nakumatt have displayed their products right frima enty to the exi- it's difficult to
ignore especially now that everyone is keen on arrivals”. On the other hand, anott
shopper responded that, “there so many productaround but there are thothat we
are used to using which we find everywl-otherwise Nakumat is a supermarket n

manufacturing company
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Figure 4.5: Howrespondents gc to know about Nakumatt Blue Label Product:

How did you get to know about the Nakumatt Blue Lalel Products®
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The majority of the respondents indicated that thetyto know about the NakumBlue

label products through store visits. This accoumbed0% of the responder

Respondents came to know about these productsgifirsiore visits at the Nakumi
supermarkets even before they were officially lduat; while to others it was throu
word of mouth, advertisements and friends’ hometszidioyal respondents concurt
that the blue label products are displayed prontipém the stores within the custome
line of sight makmg it difficult to ignore them; “you are welcomeg Nakumatt poducts
at the entry and they see you off at the till ekite products are all over from deterge
cereals to snacksThey further indicated that Nakumatt blue labeldurcts are placed
eye level on the stores’ shelves, thus making sy dar the ustomers to notice ther
Their packaging and distinct branding with an icobiue band that reflects the stor
corporate colour draws the attention of shoppers wére not planning to buy the stor

product.
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Nakumatt has used various platforms to create awgaseabout the private brands that
elevated their brand awareness. A respondent frakuMatt Prestige store confirmed
that Nakumatt through Facebook and twitter offatedtustomers a 50% discount on all
its private brands for 24 hours to celebrate Kemy&0 years since independence; and
within minutes word had spread through and in a f@urs all the blue label products
were swept off the shelves. This scenario, theomdgnt explained, gave the shoppers a
golden opportunity to try the stores products. 8lopiedia (Facebook and twitter) are
some of the vital tools that Nakumatt uses in dmvelg brand awareness since they
serve as forums where consumers interact and disthar lives, including their

purchases and items/brands they like.

Nakumatt store as a brand has greatly boosted pheker of its blue label products
awareness through brand recognition, brand preferand eventually brand loyalty. A
respondent at Nakumatt Galleria indicated thathdlye no problem switching to the
stores’ own branded products from the experier@eve had so far with being the store’s
loyalist. Being a market leader in the retail intyysNakumatt has remained consistent in
the quality of products it offers; a trend thatist least expected to compromise on
particularly on its own in-store branded productt’is this consistency coupled with
remarkable services at a level that customers moll get anywhere else, meeting
customers specific profile, continued growth an@mbn to the customers’ changing
needs, that Nakumatt has continued to lock-in e¢nste from switching easily, but also

gearing them towards their blue label products.

Brand equity is the value of the brand beyond thgsjzal assets like buildings and

equipment. To develop strong brand equity the argdion has to develop a high level
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of brand awareness. The more people are awaresafrtfanization and the stronger the
reputation, the greater the profit potential andraill brand value. Word of mouth in the
market plays a strong role in helping the brandvite customer base and develop loyal
relationships with top customers (Hongo, 2004). nBraawareness has become
increasingly significant with the evolution of theternet and digital technology. The
public is more equipped with mobile and social raettiols to communicate quickly
about the brand, whether positively or negativélyis means that establishing a strong
reputation for good products or services, integiity the business practices and
community involvement like customer social respbitity are more critical to long-term

success (Huang and Sarigollu, 2011).

The respondents’ choice of their shopping storéN@irobi was mainly based on the
stores’ strategic location particularly in malls evd customers can enjoy other services
including entertainment within the shopping maf, @assortment of quality products on
offer, the shopping environment, the sense of ggc@mong other factors. “This is an
all under one roof shopping complex. | come hemabse the place is lively and | enjoy
all the other services with my family and friena® tunder one roof. As | shop, my
children enjoy the 5D games, | go to the salon hade some coffee before we go
home”. Considering the level of awareness of Nakustares as a brand, a respondent
suggested that the brand manager should consideinigutop-of-mind awareness and
brand preference when it comes to the blue labmlymts by enhancing the connection
between these products and the customers through addition. Erenkol and Duygun
(2010) shares the same sentiments by arguing thatkawareness, brand association;

perceived quality and brand loyalty are common disiens of brand equity. Yoo et al.,
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(2000), further argues that positive brand equmlies that customers have a lot of
positive and strong associations relating to trentdy they have high quality perception

and these can eventually lead to brand loyalty.

4.4 Quality Desired in Blue Label Products

Product quality is the extent to which the cust@mer users believe the product or
service surpasses their needs and expectations. Hbw a company’s products and
services compare to those of competitors or how tmmpare to those offered by the
company in the past. Poor quality products affectsamer’'s confidence with the brand
in question, image and eventually sales and piolitya. A collection of features and

characteristics of a product contribute to its igbito meet given requirements: early
work in controlling product quality was on creatistandards for producing acceptable
products. Consumers have become more consciouseatdst and quality of products
and services. Firms on the other hand have begfotts on total production systems for
achieving quality at minimum cost. This trend congs, and today the goals of quality

control are largely driven by consumer concerns@aterences (Ntoumanis, 2001).

According to the findings, there were varying petans on the quality of blue label
products. Majority of the respondents were neutraheir attitude towards the blue label
brands, owing to the fact that the contracted mectufers are the same ones with similar
brands in the stores’ shelves. On the other hafewaespondents were optimistic that
with the image Nakumatt stores portrays, they adn outsource for top quality products
to match their standards. From the respondentsitpaii view, Nakumatt blue label
products are of higher quality compared to theuiegjent manufacture’s products, while
a majority of the respondents indicated that thalityu of the Nakumatt blue label
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products are the same in terms of quality and samastslightly lower when it comes to
cereals. The respondent was quick to add thatthikl be largely affected by the season
and storage where the cereals are affected by iseswil the like when they are already

on the shelves- phenomena that run across all silmdar supplies.

“I know Nakumatt as a supermarket that is drivergbglity, so even if it is sourcing for
its products there is no way it can allow supplycompromised products; if anything
they can only be of a higher quality since they lauging in bulk”. On the other hand,
majority of the shoppers concurred that blue Ilgveducts are the same with those of
their manufacturers, with packaging that is différeOne respondent reasoned that, °
logically speaking, how would a manufacturer makghér quality products for a firm
that is competing with his products on the samévebeand allow them to be priced at a

lower cost?- that would be business suicide!’.

There are three views for describing the overadlliggiof a product. First is the view of

the manufacturer, who is primarily concerned withe tdesign, engineering, and
manufacturing processes involved in fabricatingpghaduct. Quality is measured by the
degree of conformance to predetermined specificatiand standards, and deviations
from these standards can lead to poor quality amd rkeliability (McCracken, 2009).

Efforts for quality improvement are aimed at eliating defects (components and
subsystems that are out of conformance), the needgdrap and rework, and hence
overall reductions in production costs. Seconchés tiew of the consumer or user. To
consumers, a high-quality product is one that vedtisfies their preferences and
expectations (Koptler and Keller 2006). This coesition can include a number of

characteristics, some of which contribute little rasthing to the functionality of the
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product but are significant in providing customatisfaction. A third view relating to

quality is to consider the product itself as a eystand to incorporate those
characteristics that pertain directly to the operaind functionality of the product. This
approach should include overlap of the manufactaner customer views (Malhotra and

Biks, 2006).

4.5 The Effect of Blue Label Products on Store Imas

Majority of the respondents concurred that theoihtiction of the blue label products did
not at all affect their perception towards the gistore, but rather made a statement that
the supermarket chain is setting the pace for dleallretail industry by embracing the
global trend where private brands have dominaterkersnarket shelves; especially in
developed countries. A regular shopper at The lamginted that, “go to South Africa
or other supermarkets like Tesco in developed cmsiand you will appreciate the
acceptance as well as dominance of the privatedbrgmnthe market. Basically, Nakumatt
is just going global’. The difference in quality die blue label products offered in
relation to the brands consumers were accustomedbttld make or break Nakumatts’
store image. However, a few respondents indic#tatl the stores’ image is slowly
improving from an ordinary store to a more persizedl one where it has joined
suppliers to give shoppers more choices from witlirwas therefore concluded that,
Nakumatt as a market leader could not risk venguiitio various categories with the
Blue Label Products, if their quality was comproatissompared to the other brands sold

in the store.

As Ailawadi and Keller (2004) puts it, offering assortment of products in various
categories offers consumers the convenience ostopeshopping as opposed to seeking
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other options from other stores. Kahn & WansinR0@®) concurred with Ailawa and

Keller's sentiments by pointing out that a largergeived assortment can improve the
store image but on the other hand result in cognitiverload. To sum it up, Porter and
Claycomb (1997) pointed out that brand image aartkstnage are inseparably linked to

one another.

4.6 Comparison of Blue Label Products with relatednon-blue label
products

The study sought to determine how the respondemigpare the blue label products with
other similar non-blue label products in Nakuméattlges. The respondents indicated that
the price range determines which products they stoomom the supermarket. The
consumer’s need vary in variety and taste, somiefrespondents indicated that they
chose products on the shelves comparing the potethe products from different
companies. Given the prices of different commosjtieonsumers decide on the
guantities of these commodities according to thpaying capacity, and tastes and
preferences. Consumers’ choices, tastes and pmetgerests on the following
assumptions: Completeness: A consumer would be tblstate own preference or
indifference between two distinct baskets of goodsansitivity: An individual
consumer’s preferences are always consistent. Btatisn: A consumer is never
satiated permanently. More is always wanted; ifnfed is good, “more” of the good is

better (Aaker, 2006).

Commodities are desired because of their utilitylity is the attribute of a commaodity to
satisfy or satiate a consumer’s wants. Utilityhe satisfaction a consumer derives from

consumption of a commodity. Goods are desired tsecatitheir ability to satisfy human
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wants. The property of a good that enables it tefyahuman wants is called utility. As
individuals consume more of a good per time peritekir total utility (TU) or
satisfaction increases, but their marginal utidtyninishes. Marginal utility (MU) is the
extra utility received from consuming one additiboait of the good per unit of time
while holding constant the quantity consumed obéiller commodities (Cobb-Walgren et

al., 2005).

The underlying foundation of demand, thereforea isiodel of how consumers behave.
The individual consumer has a set of preferencek\ahues whose determination is
outside the realm of economics. They are no doepeddent upon culture, education,
and individual tastes, among a plethora of othetofa. The measure of these values in
this model for a particular good is in terms of tleal opportunity cost to the consumer
who purchases and consumes the good. If an indil/glurchases a particular good, then
the opportunity cost of that purchase is the foeggoods the consumer could have

bought instead (Chen and Tseng, 2010)..

The competitive advantage of Nakumatt supermarkeeiling their own brand blue label
products is that the products are only found inNa&tt branches only. This is a strategy
used to maintain their customers who are loyakingithese products. Other respondents
indicated that they always like to try new produststhe market thus chose to try
Nakumatt blue label products to rate them and neakkecision whether to accept or
reject them. “You know, before we used to go to wohto buy freshly baked sweet and
hot bread, until Tuskys also started baking then anany others. So there must be a

couple of benefits that | factor in before | makeuschase decision”.
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4.7 Friends’ Advise on Nakumatt Blue Label Products

The study further sought to determine whether sagdespondents would advise their
friends to pick a blue label product or an equimtl@on-blue label product. The
respondents indicated that they would advise theinds to pick a blue label product
because Nakumatt blue label products are pricedy fa relation to their quality.
However, a section of the respondents insistedehan other related non-blue products
are equally good. The respondent further indictttatlif there was a differentiating value
addition to either of the products, then it woulel &asier for the shoppers to make a
lasting if not a permanent choice on a particul@nd. “The difference in prices is at
most 2 bob and nothing else. So, | would not empbla much on the products unless

where the budget dictates so”.

4.8 Value for Money on Blue Label Products

The study sought to determine whether customervaae for their money when they
buy blue label products or non-blue label produtte respondents indicated that since
there is no much of differentiation in the varimadegories of these products, the savings
in terms of money from purchasing blue label prdslis welcome. However, this option
is not always embraced especially where the prifterence is negligible. The
respondent further verified that given the variefyproducts to choose from (all under
one roof), the shopper is always at liberty to pase what would give her maximum
satisfaction in a given circumstance irrespectivéhe cost. “A few coins really are not
justified to make me switch from my regular produdtiowever, | like trying new items

that | feel could be better than my usual stuff’.
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Value for Money (VFM) is the term used to asses&tiwr or not an organization has
obtained the maximum benefit from the goods andices it acquires and/ or provides,
within the resources available to it. It not ontgasures the cost of goods and services,
but also takes account of the mix of quality, cestd resource use, fithess for purpose,
timeliness and convenience to judge whether orwlogn taken together, they constitute
good value (Delvecchio, et al., 2006). AchievingWay be described in terms of the
'three Es'- economy, efficiency and effectiven@dse National Audit Office uses three
criteria to assess the value for money of govertrspending i.e. the optimal use of
resources to achieve the intended outcomes: Ecanmimymizing the cost of resources
used or required (inputs) spending less; Efficierthg relationship between the output
from goods or services and the resources to prodheen spending well; and
Effectiveness: the relationship between the intdrated actual results of public spending

outcomes spending wisely (Bloemer and De Ruy@®072

4.9 Acceptance of Blue Label Products in the Market

In the event a blue label product the respondemt® Wooking for is out of stock, the

shoppers would easily pick an equivalent non-blaelpct and move on. A section of the
respondents pointed that unless the other relatetlipts are not close to their preferred
choice, then they would inquire whether the blugelgroduct is in stock-like the twin

kitchen napkins as mentioned by a respondent. “Stémario is rare since so far | have
not experienced a shortage in supply of my chofgaraducts or close equivalents that |
can take as alternatives. Nakumatt has a widetyasfestock”. Stocking is the process of
filling the store's shelves and displays with mardfise for sale, commonly referred to as

stock. Stocking can also refer to the process plergshing and storing goods in the
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store's backroom or warehouse. Store employeesrkiag stock clerks are responsible
for keeping the shelves full in their particularpdetments and reordering merchandise
when supplies run low. In larger retail establishtage stock replenishment occurs with

the aid of an automated inventory management sy@{etter, 2002).
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction
In this chapter, a summary of the main study figdins presented in relation to the
objectives of the study. It covers conclusions wbmmendations of the study as well

as suggestions for further research.

The purpose of this study was to establish thesteaiability of brand equity to the blue
label products; a case study of Nakumatt supermankNairobi. The study focused on
the following specific research objectives: to deti@e how customers perceive the
quality of blue label products in relation to thpnicing; to assess the effect of the store
image, and brand awareness on blue label prodadgmestablish the effect of blue

label products on the store’s image.

5.2 Summary of Findings

The study sought to determine how customers perdeithe quality of blue label
products in relation to their pricing. The findingstablished that customers desired
guality products at a fair pricing; where a quafitypduct generally means incorporating
features, performance, reliability, conformancesatbility, serviceability, aesthetics and
the perceived quality. Product quality also redatehow well a product meets changing
market demand#ccording to the findings, there were varying petaas on the quality
of blue label products. Although a few respondgmisted that the image the store
portrays it can only source for top quality produtttan the ordinary, very few were of a

contrary opinion that sometimes Nakumatts’ prodaets of slightly lower quality than

44



the standard products thus the slight price diffeeeto match the local products pricing.
However, majority of the respondents were neutrdheir attitude towards the blue label
brands by concurring that the products are samerins of quality. This argument was
based on the fact that Nakumatt contracts the saamufacturers who supply the store
with similar products for the stores’ shelves. Thayher justified that the supermarket is
able to afford the discounted price because theyadancur any additional expenses that
are associated with launching of new products,légrage on the existence of related

products.

The findings on the effect store image and brandramess had on blue label products
established that indeed the how the shopper perdber store and their level of brand
awareness highly influences the purchasing decikieyn make. Majority of the shoppers
confessed that it would be much easier to decidérytoa blue label product from
Nakumatt supermarket than in other supermarkeés Uikwala and other mushrooming
stores in the estates. This was greatly attribtagtie image that other supermarkets are

perceived to portray compared to Nakumatt Superetsrk

The findings revealed that creating brand awarersgessually the first step in building

advertising objectives. According to Tong and Haw{009) brand awareness is the
ability of a buyer to recognize or recall that arm is a member of certain product
category. Hongo (2004), further related to constsraility to retrieve the brand when

given the product category, the needs fulfilledtbg category, or some other type of
probe as a cue. Huang and Sarigolli (2011) adaddtand awareness affects customers
as they make their decision, particularly for lawelvement packaged goods and

strengthens brand performance in the market. Beficgating a favorable impression or
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motivate customers to buy, they have to become ewaithe brand and its meaning.
Marketing messages delivered through various magiaoften used to communicate the
brand name and important messages tied to its ptadiMaking people aware that the
products exist helps drive traffic to the businassl create a buzz in the market. The
highest level of brand awareness is top of mindramess. This is when customers think
of the products first when they need to make almse within the product category.
Building top of mind awareness is created througpeated exposure and consistent
delivery of a good product or service over timee Timportance of brand awareness has
become increasingly significant with the evolutiointhe perception of customers. The
public is more equipped with mobile and social mettiols to communicate quickly
about a brand, whether good or bad. This meanstitablishing a strong reputation for
good products or services, integrity in the businasctices and community involvement

are critical to long-term business success.

The study also sought to establish the effectshefttlue label products on the stores’
image. Majority of the respondents indicated ttneg blue label products did not alter
their perception of the store, but rather served &sst by the firm to differentiate itself

from the other supermarkets by adopting the pradck a global trend. A few shoppers
were not sure whether the stores’ outlook changdeall aand even if it did it was not

significant. This was further explained by the fit adding their categories of products
was the same as having more suppliers offering gireiducts for sale in the store. The
idea of using the stores’ brand name on the pribaéads is a strategy by Nakumatt
stores’ to build and grow the brand in the retadustry as well as create a positive

impact on the stores image both locally and glghallccording to Anselmsson &
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Johansson (2007), private brands help in buildimg $tore image in the sense that the
perceived value of private labels increases thegdezd value of the store's products in
general. However, where the perceived value ofpitieate brands is low, then the store

image is deemed to be equally low.

5.3 Conclusion

Based on the findings of the study, it was conduidhat it is possible for Nakumatt store
to transfer its brand equity to its blue label prod on condition that they review their
brand awareness and add value to their brandgfesatitiate their products from related
national brands and price them fairly. Consumecgmions on blue label products in
relation to their pricing are slowly changing askM@natt stores’ continue to reposition
them to match the global trend. However, with tloevauptake of the blue label products
in the market there is a lingering perception tingse products are of inferior quality
considering their pricing and lack of differentatifrom the national brands in terms of
value addition. The study further showed a cleak Ibetween store image and the
customers attitudes towards the blue label prodastsvell as other related national
brands sold in the store in terms of price, qualiiue, image and assortment, although
the relationship is interdepender@n the other hand, the blue label products can
influence the image of the store, while the stonagde influences attitudes to the blue
label products although this evidence is mixed.sTt¢reates a research gap for future
research where how the store image affects custattiardes towards specific private

label products can be addressed.
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5.4 Recommendations

The study made recommendations based on the stidiings that Nakumatt
supermarkets should concentrate on brand managemdnappropriate tactics to build
and maintain customers’ brand awareness by ent@monnection between a product
and its customers, so as to influence customerdsalection. Brand awareness precedes
building brand equity in the consumer’'s mind setl d@naffects their perception and

attitudes as well as it influences customer’s bretmaice and brand loyalty.

Nakumatt supermarkets should emphasize on integratakeholders’ perceptions about
brands and assessing their impact on performancevdluating brands on the basis of
the value of a product it is important, yet exigtimeasures do not account for non-

product and non-customer related factors that rffagtahe value of a brand.

The company’s products should have clear benefisf@atures that provide prospective
customers what they value most. A unique value gsiion should be clearly

understood to offer customers in order to standtdpan the competition and those who
would want to take advantage of the offers. Theédootine is that the product or service
should be unique and be able to meet the need esick df the existing and prospective

customers.
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Appendix I: Interview Guide

The following questions were used as the intengewde:

1. What is your age?
2. How long have you shopped at Nakumatt supermarket?

3. How often do you shop at Nakumatt supermarket ahdtware your motivating

factors?
4. Whom do you shop for at Nakumatt supermarkese¥ (family, office, othe)s

5. On average, how much do you spend each time yoshgpping at Nakumatt
supermarket?

6. Are you aware of Nakumatt’'s own branded blue lggvetiucts?

7. How did you get to know about themRdyvertisements, Nakumatt website, stores
visits, word of mouth, others)

8. Generally, what are some of the qualities thatgesire in blue label products?
9. What makes you prefer Nakumatt among other sup&etsam Nairobi?

10.How has the introduction of the blue label prodwdfected your outlook about
the retail store?

11.How do you compare the blue label products withatieer similar non-blue label

products in Nakumatt shelves?

12.1f your friends asked for your advice on shoppibdNakumatt, would you advise

them to pick; a blue label product or an equivateri-blue label product?

13.Do you as a customer, feel that you get value éar ynoney when you buy blue

label products or buy non-blue label products?

14.What would you do if a blue label product you wkreking for is out of stock?
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15.How do you compare the quality of the blue lab&dorcts with their equivalent

manufacturer’s products?

16.Do you feel that the blue label products are prifsady compared to the other

non-blue label products offered in the supermarket?

17.Does the image portrayed by the store influencegyothe purchase decision you

make on whether to buy blue label products or not?

18.1f you were the manager in charge of the blue lgm@ducts in Nakumatt
supermarket, what would you do to ensure that the label products are widely

accepted in the market?

Appendix II: List of Nakumatt Supermarkets in Nairo bi

BRANCHES ‘ LOCATION
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Nakumatt Ronald Ngala

Located in lower town parafrobi. It
strategically located in Ronald Ngala Street
opposite Posta.

Nakumatt Thika Road Mall (TRM)

Thika Road Mall, &ded along Thika at the
Roysambu roundabout.

*Nakumatt Lifestyle

It is located along Moktar Daddand Monrovia
streets.

*Nakumatt Galleria Mall

Located at the entrancetlom lush Karen
Neighborhood. It is at the crossroads of Langatz
Road and Magadi road.

-

Nakumatt Moi Avenue

It is located along Moi Avemesar the Railways
bus station.

Nakumatt Ridgeways

Located along Kiambu Rd, at 8iys Mall

Nakumatt Village Market

This store is along Limuwoad in the high end
Village Market Center

Nakumatt City Hall

It is along Wabera Street.

*Nakumatt Prestige

This is in the Prestige PldaagaNgong road

Nakumatt Embakasi

It is located along the Old Aitpoad

*Nakumatt Junction

It is located at the Dagorettiner area

Nakumatt Haile Sellasie

Along Haile Sellasie Avppd&enya Polytechnic

and Government Press.

*Branches where respondents were interviewed.
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