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How store brands build retailer brand image

Abstract

Purpose— The purpose of this research is to highlightrtile store brands can play in retail

branding. Does an image transfer take place betwiga brands and the retailer brand? To
address this issue, we propose to identify andtibestimensions of image transfer from the
store brand to the retailer brand.

Methodology — A qualitative study of 138 consumers helpedousamplete the attributes of
store brand image and retailer brand image idedtifn the literature. 322 customers of three
major French retailers responded to a questionndine data collected was tested in a
structural equation model.

Findings — Results indicate that store brands have a pesitipact on the retailer image. The
price image of the store brand is positively raldi® the retailer price image. The values that
customers associated wilore brands improve the retailer brand imagerimgeof its values.

Research limitations— Store brands are considered as a whole, wiftligstihction between
product categories. We focus on standard storedbramly, excluding ‘premium’ store
brands.

Practical implications — Retailers can find a rationale for investinghmir store brand range

in order to differentiate themselves from their gatitors. Managers should ensure that their
store brands’ image is seen as congruent with their retailer brand image. In particular,
more attention should be paid to the values refteébly the store brands and the store brands’
price image.

Originality — Our results indicate that store brands not twelyefit from the strength of the
retailer brand. They also contribute, in a recipfagay, to the improvement of the retailer
image.

Key Words Store brands, Retailing, Brand Image, Retail Biagdity.
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Introduction and purpose

Both in Europe and the United States, retailerehaade large investments to launch store
brands, with the primary objective of securing figant financial benefits. Indeed, since the
1990’s, store brands have been well-known for geimey higher margins than national
brands (Hoch and Banerji, 1993). They also giverttailer negotiating leverage over the
manufacturers of the national brands they compeath (®cott-Morton and Zettelmeyer,
2004) and may enhance store loyalty (Corstjend.ahd000; Binninger, 2008).

More recently, retailers have become aware of a adwantage: beyond their immediate
profitability, store brands could also play a ratethe process of positioning the retailer’s
shop formula as a brand (Steenkamh@l, 2004; Luijten and Reijnders, 2009). Also known as
‘private labels’ or ‘own brands’, store brands axelusive to the retailer chain. Thus, they are
associated with the retailer in a unique way, esigavhen they share the same brand name.
Moreover, retailing at 30% less than the leadintional brand§ store brands of equivalent
quality” should improve retailer price image, by offeriransumers good ‘value for money’.
Significantly, Carrefour, the second-largest wadthiler, chose to use store brands in its first
campaign on French TV in 2008 by displaying its ofgling products and baby diapers
rather than the national brands it carries. Sucaduertisement is obviously product-oriented
as it positions Carrefour store brands as affoelalld good-quality products. However, as
the retailer and its store brands share the saar&brame, we can wonder if promoting store
brands does not also aim at improving the retailerand equity, at the chain level.

This relates to retail branding, an issue that te@ently garnered greater attention from
researchers (Burt and Sparks, 2002; Ailawadi anteKe€004; Kumar and Steenkamp, 2007,
Burt and Davies, 2010). Retail branding concepta#ibn has evolved from an initial narrow
focus on products only -namely the store brandsa taider perspective that takes into
account the store and the corporate dimensionseofetailer brand (Burt and Davies, 2010).
Here we link these approaches by questioning tagéaaship between the store brands’image
and the retailer image (defined here at the chaielland not at the store level). Simply, do

store brands improve the perception of retailents&

! Price gap between standard store brands and lrandeufacturing goods varies from about 25% (ilyta
Germany, The Netherlands) to 43% in Spain. It readi1% in the US and 35% in France. Yet, price asp
varies across retailers, product categories ane sicand type (generic, standard pyemiumstore brands).
Source: Store brands special Report: U.S. & Eutpee Brands Trends, SymphonylIRI Group, 2010.

2 “Store brands are as good quality as manufacturimgls” for 63% of consumers in France, 68% in Geyn
and 67% in the Netherlands. Source: Bord Bia Pepisc2008.



The main purpose of this research is to highlidiat tole that store brands play in retailer
brand building and show whether a transfer of intagges place between store brands and the
retailer brand or not. We propose to address $lsisal with a three-fold approach.

* The first objective is to identify the main dingons of store brands’ image and the retailer
brand image: what are the dimensions of store Istaimdage and the dimensions of the
retailer's image?

» The second objective aims to verify if a transgfermage really does take place between the
store brands’ image and the retailer brand imageother words, do well-evaluated store
brands reinforce the retailer image? And inversetypoorly-evaluated store brands weaken
the retailer image?

« Finally, if it turns out that an image transfatlween store brands and the retailer brand does
take place, then it is necessary to investigatewdnethis transfer occurs: what dimensions of
store brands’ image influence the retailer brandge? This forms the third objective.

The impact of store brands’ image on retailer ltyabnstitutes a more secondary focus of
this research.

From a theoretical standpoint, our research echokesvadi and Keller's (2004) call for
deeper insight into the relationship between rdiedind equity and the product assortment.
Burt and Davies (2010) remind us that prior redeai@cused mainly on the opposite
relationship: by questioning the role the reta#teor, more often, the store - plays in the
perception of store brands (Richarsaaral, 1996a; Collin-Dodds and lindley, 2003; Semeijn
et al 2004; Vahie and Paswan, 2006; Ailawadi and Kel®904)). They also underline,
following Ailawadi and Keller (2004), that theressll a need for better comprehension of the
role of store brands in building retailer equityhuE our approach is relatively new and
responds to an actual concern in retail research.

The expected implications of this study are impurteetailers have developed store brands in
almost every product category, and their economaenmence is constantly increasing. US
store brands increased their unit share and dallare in 2009 to 21.8% and 17%
respectively. In Europe, the unit share of average store brasdsven higher, varying
between 17% for Italy and over 50% for Switzerfandhat return on investment can

retailers expect from their store brands, from andrequity standpoint? Can store brands be

% Source: the Nielsen Company in « The Future oSiti8e Brands », L. RideFood technology03.2010, 32-
37.
“ Source: the Nielsen Company for PMLA 2010.



used as a brand-equity lever to accentuate reitdrehtiation, and generate more store
loyalty?

The theoretical background of the research, anchiorérand extension theory, is presented
first. The “dimensions” scope of both the storendrémage and the retailer brand image is
then identified, via the literature and a qualitatstudy, so as to propose a model that relates
the dimensions of retailer brand image, as depdndmmables, to dimensions of the store
brand image, as explicative variables. Testinghef nodel is followed by an analysis of

results and discussion.

Theoretical framework

The impact of retailer brand on store brands

The role played by the store image in the evalnatb the different retailed brands was
originally explored by Jacoby and Mazursky (1984).the retail sector, it is now well-
established that a retailer with a favourable immgeroves the image of the store brands it
carries by sharing its brand name with them (Burd &parks, 2002). Further results
demonstrate that the retailer image or the stoeg@helps fuel attitudes towards store brands
(Richardsoret al, 1996; Semeijret al, 2004; Vahie and Paswan, 2006). Consumers use cues
such as the physical environment of the store @uadonet al, 1996), the composition and
the display of the assortment or the level of sen({iSemeijret al, 2004) to build a general
belief about the retailer that, in turn, determities attitude towards store brands. Previous
concerns about how retailers influenced store lw@ad easily be explained by the anteriority
of retail brands over store brands. When store dwramere first introduced, they needed
support from the retailer to be accepted by conssiae reliable products. This focus on how
retailers assisted in the positioning of store saalso provides insight into cases of store
brands that have been extended into unusual praduegories. As Schwu-Ing and Jui-Ho
(2010) show in the Taiwanese market, store imagee $oyalty and store satisfaction have a
positive and direct influence on the acceptancestofe brand extensions. These studies,
however, do not mention a potentially reciprocdéef from the store brands to the retailer

image.

A reciprocal effect from store brands to the regaibrand?
The impact of a branded product on store image W@sn investigated in previous
experimental studies: poor-image retailers may awertheir image by being associated with

a strong brand image; inversely, poor-image braedsice a retailer's high quality image
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(Jacoby and Mazursky, 1984; Pettijobh al, 1992). Those studies, however, focused on
national brands only and not on store brands.

To our knowledge, only three papers have expligilestioned the transfer of image from
store brands to their retailer (Dimitriadis, 19€3llins-Dodds and Lindley, 2003; Martenson,
2007). In a qualitative study, Dimitriadis (1993)derlined a discrepancy between retailers’
expectations of store brands and consumers’ peocspbf them. Whereas the retailers
interviewed acknowledge that they expect store dgan deliver a better image in terms of
price and choice for their chain, the respondenty see a downward relationship from the
retailer to the store brands. The inverse relahignsfrom the store brands back up to the
retail brand, does not make sense to consumera.duantitative study, Collins-Dodd and
Lindley (2003) highlighted a positive relationshiygtween consumers’ perceptions of an
individual store’s own-brands and the image dimamsiof the associated store. However, the
regression analysis does not allow clarificatioringf way the relationship works. Martenson
(2007) goes further by showing, in a structuralaigun model, that store brands contribute
positively but weakly to the building of the corpte image of the retailer. And yet, no link
between the store brands and the retailer as a baaithe chain level, is taken into account.
More cues for exploring the relationship betweesrestbrands and retailer brands can be
found in the brand extension literature. Brand esiten consists of using an established brand
to penetrate a new product category (Tauber, 1981)s, a store brand can be analyzed as a
brand extension of the retailer brand insofar as ithtailer's brand name is explicitly
mentioned on the packaging of the product it g€llsllins-Dodd and Lindley, 2003). Such a
strategy is supposed to improve brand equity. Mben developing a new brand, a firm
chooses to extend its brand portfolio to a new pebth order to benefit from the favourable
image and awareness of a well-established brandefAal990). Brand extension thus
enhances the transfer of attitude towards the meduat and limits the costs associated with
the creation and the launching of a new brand (Batsal 1987; Keller and Aaker, 1992;
Mclnnis and Nakamoto, 1990; Pagkal, 1991). The authors define as the ‘reciprocitgetff

a change that appears in the consumer’s initisbdé towards the parent brand after such an
extension (Parlet al, 1993). A brand extension introduces a new setttobutes and beliefs
that is perceived as either congruent or not camgrwith the brand image. So, a brand
extension may either reinforce or dilute brand gguVhen applied to the store brands, this

theory suggests that store brands do potentidiéctafetail brands.

Model conception



Retailer brand image and store brand image

Here, we build a model where the retail brand imdgeends on the image of store brands.
The retailer’'s brand image is considered to beindittensional, according to a literature that
often mixes associations related to the store dnéacorporate image of the retailer, such as
price (Birtwistle et al, 1999 ; Collins-Dodd and Lindley, 2003 ; Chowdwt al, 1998 ;
Martenson, 2007), quality and variety of the assertt (Birtwistleet al, 1999; Collins-Dodd
and Lindley, 2003 ; Chowdurgt al 1998; Gupta and Pirsh, 2008; Martenson, 2007;
Mazursky and Jacoby, 1986), values, reputationakoesponsibility (Birtwistleet al, 1999;
Gupta and Pirsh, 2008), store atmosphere (Chowatuayy 1998; Martenson, 2007; Mazursky
and Jacoby, 1986) and quality of customer senBiawistle et al, 1999; Collins-Dodd and
Lindley, 2003; Gupta and Pirsh, 2008). Since ourceon is the retailer's brand image at the
chain level rather than in a specific store, we gleted our survey of the literature on
retailer/store image with our own qualitative study8 consumers of five major French
retailers (Auchan, Carrefour, E.Leclerc, Casino &airefour Market) were asked to give
their opinion on the store brands, the retailea ésand and the potential contribution of store
brands to retailer brands. Store brands were cerexidas a whole. We do not investigate the
impact of a specific store brand on a specificilatdrand but rather how store brands in
general affect retailers’ brands, irrespective e product category. Moreover, we verified
that the retailer's brand image could not be cadusgith store image, as, for the same chain,

respondents tended to visit different stores.

Proposition of a model with transfer effects

In our proposed conceptual model, store brand imagedes three dimensions that stem
from the literature review and from our own qudiita study: price, supply and values. The
price dimension refers to low prices, good deal$ wadue for money. The supply dimension
relates to the perceived quality of store brandskpging, innovation and to the possibility of
customers arbitrating between national brands toré brands. The third and final dimension
harnesses values such as proximity, affordabittynvenience and sustainability. Retailer

brand image presents a comparable structure (Figure



Figure 1. — Conceptual model of image transfer fetome brands to retailer brand

Store brands’ image Image transfer = Retailer brand image
Hlato Hlc

e Low prices Hla » Better prices than other retailers
+ Good deals — : » « Good deals

+ Value for money Price dimension + Value for money

. AIternativgs to national « More choice

brands and d|scognt produ_cts H1b | « Assortment quality

. Produgt perce|ve<_j quality _ — | « Pleasant atmosphere

« Attractive packaging Supply dimension | - on

* Innovative

* Meet the consumers’needs * Close to consumers

« Affordable products for Hilc » Fights for consumers’ buying
everyone ' Values\dimension power . .

« Convenient, easy to find * Makes the consumers’ life easief
« Respect the environment » Ethics

H2b H23

H2c
Retailer Loyalty

Following Collins-Dodd and Lindley (2002) who trgased the literature on brand extension
into the context of store brands, we hypothesibatl &n image transfer from the store brand
to the retailer occurs according the three dimerssidentified.

The first transfer takes place between the stoamdand the retailer's image on price. It
suggests that competitive, low-priced store bramemforce the retailer's image of
competitiveness and its ability to provide goodueaior money.

The second transfer concerns the ‘supply’ dimensur qualitative study suggested that a
range of store brands that is attractive in bothliguand variety, with appealing packaging
and innovative products, reinforces the perceptian the retailer is providing its customers
with a wide array of good products in a pleasanpging environment.

A final transfer of image takes place regarding\akies dimension: the values conveyed by
store brands may strengthen the retailer imageeedd many of the respondents we

interviewed associate store brands with positideesthat bring them closer to consumers.



We suggest here that these values could be corgninthe retailer’'s own values and help
develop a retailer image associated with proximiityying-power protection, convenience

and even ethics.

Our purpose is to test whether and to what exeailer image is simultaneously influenced
by store brand image in these three dimensionsa)dH1(b) and H1(c) summarize the

theoretical relationships:

H1 — There is a positive association between stobeand and retail brand on all
dimensions:

H1 (a) — price dimension;
H1 (b) — supply dimension;

H1(c) — values dimension.

For instance, H1(a) means that a good price imagehe store brand improves the
retailer price image. Inversely, a poor price imégestore brands damages the retailer price

image.

Store brands and retailer loyalty

The ability of store brands to build retailer bramak direct relevance to loyalty, either with
regard to the store or to the retailer as a ch@inyhich we include all stores with the same
brand name. Corstjens and Lal (2000) have analjtidemonstrated that store brands can
only generate retail differentiation, store loyaltgd store profitability if the quality of the
store brand is sufficiently high. However, thesgantheoretical findings have no consensual
empirical validation (Ailawadi and Keller, 2004) sldg consumer scanner data, Sudhir and
Talukdar (2004) observe that store sales decrease -a simultaneously — that store
profitability increases when store brands havegh Ihevel of penetration across a customer
base. Ailawadi and Harlam (2004) found that heawyels of store brands buy less from a
retailer than moderate buyers of store brands desd results are mixed and are also
embedded in the North-American market, where stoamds are less mature and possibly
less sophisticated than in Europe. More recentfsedd on Dutch household-level data,
Ailawadi et al. (2008) found a positive relationship between star@nd share and wallet

share: higher store brand share increases wake¢ sind greater wallet share increases store



brand share. Binninger (2008) also showed a pesitelationship between store brands’
satisfaction and store loyalty, mitigated by thétwde towards store brands. From these
results, we follow Corstjens and Lal (2000) by sgjmg that the quality of store brands in
Europe is now high enough for store brands’ imageontribute positively to retailer loyalty,
at the chain level. We further assume here thae sicands influence retailer loyalty in line
with the three dimensions we propose (cf. Figure 1)

H2 — There is a positive association between stapeand and retailer loyalty on all
dimensions of the store brand image:

H2(a) — price dimension;
H2(b) — supply dimension;
H2(c) — values dimension.

For instance, H2(a) means that a good price imagehle store brand enhances retailer

loyalty, whereas a poor price image for the stoeat decreases retailer loyalty.

Research Design

Sampling

To test the conceptual model, a quantitative suway performed with customers from three
major French retailers. We only selected retaildyst shared the same format and we
excluded chains with smaller stores: three hypekatathains, namely Carrefour, Auchan and
E.Leclerc, were chosen. The sample consists ovall@ questionnaires. The sample group is
made up of 208 women and 113 men. All participavise habitual shoppers at one of the
three retailers, as they did the majority of treiopping in one of these stores (Table 1). We
focused only on basic store brands, excluding pramstore brands and discount store
brands, so as to emphasise comparable productssatite three chains. We checked the
consumers’ familiarity with store brands: all trespondents clearly identified store brands

and had tried store brands at least once.
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Table 1. — Sample characteristics

Qualitative study Quantitative study
Descriptive variables Sample # 1 Sample # 2
2006 2009
(n=138) (n=322)
Men 58 (42%) 113 (35%)
Gender Women 80 (58%) 208 (65%)
18-24 48 (35%) 77 (24%)
Age 25-39 49 (35%) 129 (40%)
40-55 25 (18%) 88 (27%)
> 55 16 (12%) 28 (1 9%)
Auchan (HM) 45 (33%) 119 (37%)
Most E. Leclerc (HM) 37 (27%) 90 (28%)
frequent Carrefour (HM) 35 (25%) 113 (35%)
retailer Casino (SM) 7 (5%) /
Champion (SM) 14 (10%) /

HM =hypermarket ; SM = supermarket

Measure

Retailer brand imageExisting scales focus on store image rather thathemetailer's brand
image. Ailawadi and Keller (2004) and Burt and Rsv(2010) point out that even academic
studies on retailer brandinmer setake “store image as a proxy for the retailer dramage”.
We therefore developed a scale specifically forrdiailer brand image that was based on our
literature review and qualitative survey. The Eirns listed explicitly mention the retailer as a
brand, as in for instance ‘Retailer Xr&@nd namg provides a large array of products’ or
‘Retailer X (brand name)is committed to sustainable development’. Itemsluide the
retailer's low prices, special offers, value formeg, quality and variety of assortment, store
atmosphere, innovation, proximity, conveniencefgution of buying power, commitment to
sustainable development and protection of the enment (Table 2). Five-point Likert scales
were used to measure the consumers’ agreementhgitietailers’ brand statements.

Store brands' imagé:ollowing Collins-Dodd and Lindley (2003), we deedto duplicate the
retailer brand scale for the store brands. The st@meviously cited for the retailer brand
become, for example, ‘The store brand X proposksge array of products’ and ‘The store
brand X is committed to sustainable developmentus] the items we used to measure the
image of the store brands were very similar to ehesployed to measure the retailer's brand
image. We used principal components analyses andtstal equation modeling to develop
and to confirm these scales (see Table 2).
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Retailer loyalty Retailer loyalty is measured by two items onva-point Likert scale: ‘I do
most of my shopping in the stores of retailer Xdaham loyal to retailer X'.

Testing of the model

The model relates the three dimensions of the $tareds’ image to the three dimensions of
retailer brand image. The dimensions of store brarafje are also related to retailer loyalty
(see Figure 2). Structural equation modeling waslus test the model.

Results

Validation of the scaleFactor analyses conducted on the scales of ipageeption show
that retailer brand image and the store brands emean be broken down into three
dimensions, as postulated (Table 2). The first dsi@n includes values shared by both the
retailer and the store brands: commitment to sustde development, protection of the
environment, protection of buying power, proximétgd convenience. The second dimension
refers to the supply side: variety, quality of th&sortment, pleasant stores for the retailer,
quality, product variety and appealing packaginghef store brands. The third dimension is
related to the retailer's prices and store bramegr(low prices and value for money). After
the confirmatory analysis, two items were discargtetioth the retailer and the store brand

scales.
Table 2. — Principal Components Analysis
ltems Components
Retailer brand image Values Supply Price
(Explained Var. = 71,6 % ; KMO = 0,809 ; Bartlett £455; df = 45 ;a = | (¢ =0.86) | (a«=0.73) | (a =0.80)
0,001)
RV1- The retailer X is committed to sustainableelepment. 0.865
RV2- The retailer X is concerned with the enviromme 0.834
RV3- The retailer X fights for the customers’ irgsts. 0.759
RV4- The retailer X is close to customers. 0.730
RV5- The retailer X is convenient. 0.653
RS1- The retailer X provides a large array of paisiu 0.896
RS2- The retailer X offers good quality products. 0.766
RS3- The retailer X has pleasant stores. 0.696
RP1- The retailer X has low prices every day. 0.914
RP2- The retailer X offers good value for money. 0.835

12



Store brands image Values Supply Price
(Explained Var. = 69,1% ; KMO = 0,847 ; Bartlett =626 ; df = 45 ;a = | (0 =0.90) | (@ =0.69) | (a=0.73)
0,001)

SBV1- The store brand X is committed to sustainabl®.927

development. 0.908

SBV2- The store brand X is concerned with the emriment. 0.854

SBV3- The store brand X fights for the customengeiests. 0.754

SBV4- The store brand X is close to customers. 0.724

SBV5- The store brand X is convenient.

SBS1- The store brand X offers good quality. 0.876

SBS2- The store brand X provides a large arrayadyrcts. 0.789

SBS3- The store brand X has an appealing packaging. 0.674

SBP1- The store brand X has low prices every day. 0.963
SBP2- The store brand X offers good value for money 0.735

Model validation.The model was fitted against the data with AMOSAe obtained the

following results:x 2 = 449, df =194 for a parcimony indicator of 2iBét is congruent with
the recommendations of Pedhazur and Pedhazur-Sdannig991). RMSEA = 0.064 and GFl
= 0.873 indicate that the model fits the data (s Figure 2 and Table 3).

Table 3. — Confirmatory factor analysis

ltems Components

Retailer brand image Loadings Jorehskog’s AVE*
o

RV1- The retailer X is committed to sustainablealepment. 0.88 0.89 0.63

RV2- The retailer X is concerned with the enviromme 0.84

RV3- The retailer X fights for the customers’ irgsts. 0.77

RV4- The retailer X is close to customers. 0.76

RV5- The retailer X is convenient. 0.70

RS1- The retailer X provides a large array of paisiu 0.70

RS2- The retailer X offers good quality products. 0.85 0.73 0.48

RS3- The retailer X has pleasant stores. 0.49

RP1- The retailer X has low prices every day. 0.79 0.75 0.60

RP2- The retailer X offers good value for money. 0.76 ' '

Store brands image Loadings | Joreskog's AVE
rho

SBV1- The store brand X is committed to sustaingbled.92

development.

SBV2- The store brand X is concerned with the emriment. 0.91 0.92 0.70

SBV3- The store brand X fights for the customengeiests. 0.83 ' '

SBV4- The store brand X is close to customers. 0.79

SBV5- The store brand X is convenient. 0.71

SBS1- The store brand X offers good quality. 0,73

SBS2- The store brand X provides a large arrayadyrcts. 0.84 0.79 0.55

SBS3- The store brand X has an appealing packaging. 0.65

SBP1- The store brand X has low prices every day. 0.75 0.77 0.62

SBP2- The store brand X offers good value for money 0.82 ' '
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* AVE = Average Variance Extracted

Evidence for convergent validity was establisheddnordance with the Fornell and Larcker
procedure (1981). When the AVE is above 0.5, threaae of a construct is better explained
by the items which measure it than by error. Fahdactor, the average variance extracted
was above 0.5, except for ‘Retailer Supply’.

To establish discriminant validity, we followed threethod suggested by Fornell and Larcker,
(1981). Discriminating validity is confirmed if thAVE of a dimension is superior to the
square of every correlation between itself and rotagent concepts. We were unable to
calculate this for the Retailer Brand Image. Indabd dimensions of Retailer Image were
considered as dependent latent variables in theeined we did not have the correlations
between factors at our disposal. Discriminant vlics established for the three factors of the

store brand image.

Table 4. — Discriminant validity of the Store Braintage

Phi-Square Values Supply Price
Values -

Supply 0.36 -

Price 0.29 0.45 -

AVE 0.70 0.55 0.62
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Figure 2. — The contribution of store brands torttailer brand image
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The results confirm the existence of a reciproeitgct that transfers from the store brands to
the retailer brand (See Figure 2). The effect apgpabe significant in two dimensions: the
price dimension of store brands is positively o that of the retailer brand image; and the
store brands’ values are positively related torétailer’'s values. Hla and H1b are supported.
The supply image of store brands, however, hasigrofisant effect on the retailer supply
image but it is positively related to retailer lttya

The price and values dimensions of the store brantsye have no significant effect on

retailer loyalty. Thus, there is no support for Hzael H2c. Only H2b is supported.

Discussion and implications
This research shows that store brands can infludmedorand image of the retailer. This
finding will be of great importance to retailers avhave been actively developing store brand

programs for the last ten years.

Theoretical implicationsOur results clearly show that the link between stwe brand and
the retail brand is not limited to a downward nelaship. Whereas previous literature has
demonstrated that the retail brand provides baclartge store brand (Richardsenal 1996,
Semeinjet al 2004, Vahie and Paswan, 2006), we empiricallydedé a reciprocity effect
from the store brand up to the retail brand. Thmage transfer from the store brand to the
retailer brand can be likened to the positive lidéntified in the brand extension literature
between the extension and the parent brand.

Relying on a qualitative study and previous litaraton store image, we first suggest that the
image transfer operates according to three dimeasia price dimension (including price
level and value for money), a supply dimension l(idg range, product quality and
packaging) and a values dimension (including emwirental concerns, protection of the
customers’ interests, commitment to sustainablesld@ment, proximity and convenience).
The quantitative study validates an image transfghin two of the three hypothesized
dimensions: price and values. Store brands asedcigith lower price and good value for
money help improve the competitive image of thailet. Moreover, when consumers notice
that store brands are committed to respecting tv@a@ment or satisfying their needs, the
retailer's image is improved. Nevertheless, an ienagnsfer through the supply dimension
has not been validated. An attractive store bramgply (characterized by good quality
products, variety and appealing packaging) seenmate no significant effect on the retailer

brand image. This might be first explained by tlesifponing of store brands in Europe. By
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increasing the quality of their store brands, Eemipretailers have progressively closed the
quality gap between store brands and national krafdimar and Steenkamp, 2007;
Steenkampet al, 2010). Product quality may not be as salient @msepwhen consumers
evaluate store brands. Moreover, the reductioruality gap has not been accompanied by a
smaller price gap. This confers on store brandsigue advantage over national brands in
terms of value of money, especially in the contéé@conomic crisis.

We also found that store brand image contributesetailer loyalty. Interestingly, only the
supply dimension of store brands’ image is podyivelated to retailer loyalty, but the same
dimension appears to have no effect on retailencdremage. It is not surprising that
customers are loyal to a retailer when the supppeals to them. However, if the supply is
not attractive enough to customers, then pricethadvalues espoused by store brands may
not be enough to keep them loyal. This result ssiggthat there is a threshold for store
brands in terms of quality and in the variety gbsly required for customers to be loyal to the
retailer. We obtain this result in a European cointéhere consumers are very familiar with
store brands and their market share is high. ®salt is an additional empirical validation of

the research even though its results are not cenaén

Practical implications.This research sheds light on the contribution ofesbrands to retailer
brand image. It enables practitioners to have areteunderstanding of the role that store
brands play in retail strategy. The image tran§fem store brands to the retailer’'s brand
confirms that integrating store brands is the ed&s of chain managers, especially when they
are deciding their communication strategies.

Our paper highlights the dimensions that retailtsuld focus on to promote their store
brands. Traditional characteristics associated stithe brands such as low price and value for
money seem efficient in improving the price positng of the retailer. This is crucial in a
context where consumers are price sensitive andileet compete onprice. More
surprisingly, unexpected factors related to staentls’ values also seem to enhance retalil
brand equity. The five components we identifiedhia values dimension give indications of
how to differentiate a given retailer from its costipors. Aligning a store brands’ values with
its own image will help retailers build a richersgmning than just low pricing. For instance,
the perceived proximity between store brands amtbovers is underexploited by retailers in
their communications. We suggest here that staeds can help retailers express or enhance

their brand identity, especially retailers whosanat identity is weak.
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Our results are more ambiguous when it comes tditgu®n the one hand, we show that
store brand quality positively influences retaileyalty; but, on the other hand, store brand
quality does not significantly impact the retaiteand image. Is it then relevant for retailers to
invest in innovative and quality store brand progg& The answer is, only if they are
profitable. As shown by Kumaat al (2006), Kumar and Shah (2004) and Reinartz andaum
(2002), the quest for loyalty should not be dis@unted from long-term profitability. Product
quality, variety and attractive packaging for stbrands may lead customers to be loyal to a
chain, but retailers must weigh up expected benafiainst the cost of creating sophisticated
store brands. Kumar and Steenkamp (2007) providdees with a “get-out” from the pitfall

of developing new lines of store brands that goobdycopycat product creation to requiring

marketing costs as high as those needed to mauotgacnew brand.

Further researchWe limited our research to standard mid-range diomeds. Many retailers
have segmented their store brand range into tiees generic store brands with a discount
positioning, standard store brands that copy tlaityuand look of the leading manufacturers’
brands, and premium store brands with high valweddproducts (Ailawadi and Keller,
2004). Future research is needed to compare tipeatdge contribution of store brands vs.
premiumstore brands, and to compare generic producteetcetailer image. In the same way,
the impact of thematic store brands (such as ocggtore brands or store brands for children)
on the retailer image should be explored.

Our study was conducted across chains and acroskiqircategories. In further research,
image transfer could be investigated retailer ligiler. Moreover, it would be interesting to
test the indirect effect of SB on retailer loyaftyediated by their respective retailer brand
(i.e., price, supply and value respectivélyyhat would mean increasing the sample size for
each retail chain.

Our research could also be replicated by isolatirogluct categories, in order to fuel research
into store brand extensions across categories. [g¢esaiggest investigating image transfer
across time from store brand to retailer branda itongitudinal study. Whereas European
grocery retailers have developed store brandsnmost all food product categories, there is
still an opportunity for launching specific storeabds in the whole retailing sector (clothing,
toys, home improvement product and services, dicgpecific cases, it would be interesting

to compare the image of the retailer before anet difte introduction of new store brands.

® We thank on of the reviewer for this suggestion.
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Similar research could, finally, be replicated fard discounters such as Aldi or Lidl, which
have massively reintroduced national brands in&r thssortment, whereas in the past they
only promoted their own discount products. It woblkl interesting to examine whether and

how national brands influence their image, fronetait branding perspective.
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