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d than its economies or ﬁts m%ming mnmaie, In

‘th& absenice of specific precondi , b ﬂ ng may b :prﬁmluss or, worse, dysfuxmtrmm
I this paper research i is reported s} was designed to idmﬁry and wﬁmum 1 Ieasons
provoking Azmmii*m 'xppk: producers to apply brand pames to indiv idual items of fruit. The
hypothesis that the decision to apply smky labels was naive is mnﬁrmed However, other
reasons for ﬂppiymg y Jabels htwct h@m identified \x, ich mmgmm the issue.

The notion of bmndmg isbetier undmm

Introduction

There has been a significant increase in Australia over the past year in the nunber of
orchardists’ co-operatives which attach adhesive labels to individual items of fruit. These
labels convey nutritional information, storage or preparation infonmation, or identify the
brand andfor varety of the fruit. To some this would seem to be unexceptional, even
belated, since most products carry some sort of label. The cost, at considerably less than
one cent per item, is not great. The rationale for such branding is not apparent, however.

In this paper the prerequisites for branding to be meaningful are considered and the extent to
which apples, as a prominent example, satisfy these prerequisites is discussed, As well, the
rationale underlying the decision to brand is identified.

- The Value of Branding

Branding. at best, has the effect of reducing all product auributes to search attributes,
Sighting the brand allows the customer 1o infer that the product o which it is anached
possesses relevant auributes. This reduces the risk perceived by the customer that they
might make & bad buy’, acquiring 2 product which does not meet their needs, This risk,
and the value of branding, is greater the more the presence of relevant atributes 1s difficult 1o
deteet by personal inspection of the product prior to purchase. Taste and texture qualities of
apples are good examples of such attibutes. Australian research indicates that, in 1990,
34% of Australian consumers had difficulty in detecting the poor intertal guality of fruit
which externally to them lonked gond (HRDC 1*‘:1%?()} Consumers’ reactions to risk have
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Among the: kwy amxmmm;w which mdmw n&h w© mmsumers is i:wxperfmcw mm the
product.

Plainly. a brand fails to have value if relevant mmbum vmy underit. A brand 5?3#3;;!& be
reliable; it should %mf: ‘integrity’,

T, 4 brand should be persistently available, to minimise the chances that the customer will
forget it, and it should appear on a product where choice exists. In the case of Tresh foods
which are subject to seasonality in production, satisfying the join requiremenis of integrity
and availability is difficult. A poor production season can itself threaten a brand's image for
quality guarantee, When produet is stored to provide continuity of supply, and storage leads
1o some quadity deterioration, brand integrity is at risk. Some consumers may be poor
judges of quality in consumption, or have wide tolerance of quality varfation, but as such
would be unlikely to rely on brands in the first place. They would not value the quality
Boaramiee.

One option for packers may be improved quality control throughout the entire growing and
controlled atmosphere (CA) storage provesses. The returns 1o such effort are, uliimately,
unknown. A cost of weak quality comtrol is the threat w brand integrity.

Une implication of the requirement for persistent availabiling is that packers of branded
apples should have aceess to mp;xiy of o given variety twelve months of th. vear. This
presumes, though, that brand and variety are, jointly, the key focus. Matntaining brand
awareness and brand image does not require that the packer provide the same variety of
apple to the market year-round. The marketing of labelled, poor quality CA apples attests to
possible confusion in the minds of packers of the role of the brand. Branding need not be
variety-specific. Other options are family branding and combined company/product
branding.



‘ ’l’l’m mnmt:x between ywwm»nd availabili Ly and brand i mmﬁm ty implies that tmn'ét:mu‘&
decisions will have to be made by mc:kers onthe positioning of their products

inthe nmrkx:z;
Yearsround availability of o particolar variety will achieve 'persistent avatlability of the
product but is unlikely to be consistent with the provision of quality produets.
Company/produet’ branding ¢ (hrand name/variety name), however, pmwdaa the opy }ormmty
for packers to smisty the compeung requirements of ‘persistent imailam;,hxy and a ‘quality
guaranee’ by offering in-season varieties under the brand name,

Quality maintenance or brand integrity is likely w be a problem with apples but a more basie
problem is the usual parchase context. If only one brand or non-brand is available atthe
point of purchase, the customer will have to be the architect of choice. Specifically, they
will need to so vadue a brand as to choose retail outlets on the basis of whether or not they
stock a particular brand. 1f rewilers curry only one brand, choice can be ereated only by the
customer choosing brands by cheosing stores. In marketing terms this amounts 1o apples,
in this case, being ‘shopping goods’; a product which the consumer will seek out even if this
involves going 10 a number of different retailers. For many eustomers, we would suggest,
apples are ‘convenience goods': whatever brand is available will be purchased. If this is the
case. iogic would suggest that branding of apples will need to guaraniee guality differences
amongst brands of a variety of apple which marer enough to customers, and are guaranteed
with sufficient reliability, to encourage customers to invest the extra purchasing effor
involved in reclassifying them as shopping goods.

Considering the variety of foods purchased normally at the same time as apples it seems
optimistic to contemnplate customers investing such effort or, as an option, routinely ‘
patronising a retailer beeause a particular brand of apple is stocked there. More likely,
customers will patronise retailers because of the mix of goods they stowk, convenience
considerations, and so on. To the extent that this is the case, it would appear to be more
appropriate for producers to target the retailer than the final customer. ‘This would not



roduct items, only cartons of them. ‘This, of

Getting With It

On the basis of the above reasaning it scemed possible that apple producers may have
begun labelling product because itis the thing wdo'. Sadly, mm;mgemn
differentiated products requires more than the will to do so. Branding isa pr
of meaningful, and reliable, differentiation, It does not ereate it. A wsmmm we hm:i wais
that some producers may not understand this. Emding can miake one feel that
differentiantion has been achieved but, alone, it may achieve nothing or worse. Inour
research we have encountered apples which have what seem to be worms' holes immediately
beside the brand label, labels the adhesive of which cannot be removed fmm the apple '
{leading to a process of cﬁwing, with the teeth’, rather than cating, the agplm and labelled
apples whose eating quality was dreadful by any standard. The vatue of branding in these |
cases is that it teaches customers which brands to mmd If quality controlis a pmbl::m, itis
better to keep quiet about the product’s origins. '

Bettman's (1979) hypothesis that conswmner esurates of perceived risk may be influeuced by
varions judgemental hearistics tncluding availability was tested by Folkes (1988). Bettman
defined availability as the ease with which one can bring to mind exemplars of an event.
Folkes hypothesised that consumers” estimates of the risk of product failure may be
determined by how easy it is to recall past bad experiences. Her results indicate that atypical
brand names do indeed increase the availability of distinctive incidents. This increased
availability led 10 & bias in the estimate of product failure where availability of bad
experiences were heighiened by atypical brand names. This is a clear message to packers of
branded fruit: 1o the extent that a brand name is memorable, bad produet experiences will
lead to disproportionately large negative impacts on demand.

A further expectation we had was that producers may not have reflected on the purchasing
context. ' When customers are conlronied with choice amongst varieties and sizes of apples,
but not brands, what does @ label mean apart from the fact that eating the apple involves the
extra siep of removing the label?
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 theother. If pull strategies are o be incorporated it any meaningful way into the marketing
manggement of apple packers, a mutually effective means of identification of the produet by
both consumer and mwlx’sr is necessary. Hmndmg is one acknowledged muhc;:d of creating
effective communication in a murket (Bag,ow 1986). '

“The Survey

Qur resenrch was designed to assess what motivated producers o label product and what the
impact seems to be in the marketplace. ‘

We decided against an aggregate economic investigation of the wholesale prices and turnover
o both brand-labelled and non-labelled apples. Australian marketing authority data does not
differentiate between brand-fabelled and non-labelled apples. More pertinent perhaps, brand
labelling as a key component of branding has its sphere of influence at the retail:consumer
interface. Budgetary constraints precluded the use of panel daia or a consumer survey. It
was therefore decided to survey apple retailers focusing on their buying and promotion
behaviour and 03 the level of marketing sophistication of apple packers as evidenced by
characteristics of their interaction with retailers. In addition, retail cutlets were observed and
data relevant to the marketing of brand-labelled and non-labelled apples collected.

Fifty six rewil outlets were visited in the city of Newcastle, NSW, Australia. The two
leading Australian supennarket chains ang a third substantial regional chain were included in
the sample. Thirteen of the outlets visired were members of these three chains, A total of

429 apple displays were observed in these retail outlets with three organic dxf; slays discarded
for the purposes of analysis.
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Brand '
Copame

Batlow

Nigltingale Bros.

Top - Qual Tasmania

Black Diamond

Pigkworth's Finest

Clemar

Joyson

Montague

“The Apple Orange

Ellimatta Orchards - South Australin
R.J Armstrong P/L

Mountain Fresh - Inglewood
Jef Tompson

Red Rich Orchards

Ladybird - Eastfield Orchards
Manjimup Archway Orchards
Super Froot - Orange N.S,W.

Compiled by the authors,
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the ereation by the [mcw of ameans. pf rewurse; by th@ consumer ﬂar clc:i‘ucu ve
~ produer. :

Tten one was 7zsddressad'tvibtr asking retailers how mapy times the most frequently viiting
apple brand representative called on them in the last twelve months. Only two mt:pon‘den s
recalled ever h'mng seen i repres&mmwe of an apple packer in their outlets, and this had nqt :
ocenrred in the last twelve months. The owner of two large Sychwy fruit and vegetable '
outlets not included in the survey, commented that direct packer/retail interaction was non-
existent (Sept. 93, pers. commy). While the size of the packing operation will be a self
evident limitation to the extension of the packer/retailer interface, it is difficult to understand
the lack of activity in this area by the larger packers. By brand labelling, pcwkcr*; have prima
facie incorporated pull strategres in their marketing plans.

There were ning ou tiers which had brand-specific apple display promotion material together
with an apple display. Some of this promotion material was homemade. Generally, it was
packing material from apple cartons which retailers had adapted so as to exhibit the brand
name on the apple display. Professional apple display brand-specific promotion material
was provided by only one apple packer. This apple packer was one of two packers
considered by the researchers to be the market leaders in the surveyed market area.

Storewide brand-specific promotion material such as posters advertising a brand of apples
were sighted in 19 of the outlets visited. No brand-specific promotion material was sighted
in any of the supermarkets. If supermarket outlets are counted as three, the number of
supermarket chains rather than outlets visited, the sample size of retail outlets is reduced to
46. Of those 46 another four outlets claimed to have had storewide brand-specific
promotion material sometime in the last twelve months. The sample is almost evenly spliton
this item. The evidence is, however, that some apple packers do provide bmnd«spéciﬁc
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@f interest also o pm.},em is lhe ac.mpmnm c»f brand Lnbell::d apples by rcmilms lf, for
instance, the number of reail outlets which do not carry brand labelled applesis. ral ativel ly
high, applw pickers would have 1o reassess the acceptance of brand lubelled apples by the
- retail section of their channels of distribution. Even if retailers carry bm,ndfia,,belmd apples,
the proportion of brand labelled apple displays in their outlets will give some indication of
the value ihey place on the marketability of those apples. OF course this is notto sy that the
 reason retailers stock brand labelled apples is predominantly because of the labels. It could
be that retailers are indifferent to labels. IF this were the case, however, jtis argued that
retailers would be unlikely to separate their apples into single brand 1 label displays. The
survey tested the aggregate oceurrences of the various eategories of displays to-establish the
occurrence on an industry wide basis of brand labelled, and non-brand labelled, appl
‘ dxsplay& ‘

One result of the survey was that there was not a single apple retail outlet that did not carry
brand labelled apples. The behaviour of apple retailers should reflect their beliefs or at least
their best available response 1o those beliefs, If apple retailers ave indifferent to brand labels
on apples then they should be indifferent as 1o how they display those labelled apples. That
is, do they display one brand of labelled apples mixed with other brands of labelled apples?
Do they mix brand labelled and non-labelled apples into the one display? If the applesare
pre-packed, do they pack labelled and non-labelled apples in the same pack? Moreover, how
prevalent is this behaviour as a percentage of all displays for the industry and what
'pmpmmn of displays on an individual retailer basis are of this nature? While these
indicators are not definitive they form a package of behaviours which should give some
indication of the behaviour of the industry, and by implication, the regard apple rcmilm
have for brand labelled praduct.



The quite conclusive result
le2. “Table 2, whic
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one-only-label display
single-brand display
| more-thaw-one-label display

| non-labelled and one-only-
- label display

non-labelled and more-than-
one -label display

the zdi&;;m:)‘? ‘rmnﬁirsm of apples all of whmhh@m an
identical adhesive brand Tabel on them.

the display consists of apples all of which havean |

identical adbesive brand label on them,

the display consists of apples of different brands all
of which have adhesive brand labels on them.

the display consisis of non-labelled apples together
with apples all of which have an identical adhesive
brand label on them, | :
the display consists of non-labelled apples together
with apples of different brands all of which have
adhesive brand labels on them,

The results have been stratified into supermarket and non-supermarket retail outlets,
Table 3 implies that non-labelled displays are regarded by the researchers as single labelled
displays. The rationale for this categorisation is that non-labelled displays are a generic or

home-brand product. To the consumer non-labelled displays are variety- and size-specific.
In addition, they are differentiated from labelled displays by the absence of adhesive brand
labels. Indecd, consumers may consider generic products as a product more closely
identified with tre outlet thay e producer.
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 The oceurrence of labelled, non-labelled and mixed apple displays 1

ALLDISELAYS
425

ONELABEL
187

NON-LABELLED
ANDONELABEL 7
8 .

NON-LARELLED
135

NON-LABELLED AND®
MORE THAN UNE LABEL ¢ el
MORETHAN

ONE LABEL

Produced by Ron Colenian
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The ocewrrence ~zgf1ixball~a&; non-labelled azzdlmixcﬁdappie displays

insupermarkets

ALLDISPLAYS
70

ONELABEL
32

NONLABELLED
ANDONE LABEL
14

RONLABELLED
I

NON-LABELLED AND
MORE THAN ONF LABEL )

MORETHAN
ONELABEL

Produced by Ron Coleman
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ALLDISPLAYS

ONELAREL
158

/ NONLABELLED |
ANDONELABEL /
#d

NONLABELLED
i

NN LABELLED &W“~ AT
MORE THAN ORE L.ABKi

JMORE THAN
CNELABEL

Produced by RonColenvan
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 Couselidated accnrrences of labelled, non-labelled and mived apple displays

| Supemmarket

|Nonlveleddiplys | 14 | 200] 121 |
| One nty tabet displays ] om |es7) s
| Tous: Singletnnddisplays | 46 | 657| 226 | 778 | | 7538
|Nonabelled & oneonlytabel | 14 |200] a4 |124| 58 | 136]
::‘,Nﬂli&]ﬁfbﬁﬂe@&‘ more than ong label "  3 431 8 | 22 11 26
| More thanone kel displays | 7 | 100] 27 | 76| 3 8.0 |
Touk Mubibmuddisphys | 24 | 343 79 |222| 103|242
| Total: Al displays | 70 fooo| 355 o0 | a2 l10v.0 |

Price premiy

*In ogr research the reil prices of brand labelled apples were compared to non-labelled
apples, Tables 4 and 5 detail the results. The prices of apples are given by size and were
recorded in two categories:

‘1. prices of single apples where the priees were displayed by number, eg. 5 apples for
$2.00; and |

2. prives displayed by weight, eg. $2.00 per kilo.
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Total snmple size 182 F ;s;mu: i&‘mdimni' ; !mxrge
Price - Labelled | 027 i 031 059
Price - Nonlabelled 0w ez 030
Sundard devintion - Labelled 024 022 036
Standard deviation - Non-labelled 004 007 0.08

Table 5

Prices of small. medium and large apples (8 per kiloy, where the ,m’,'m is gquoted In store as §
ﬂer Mn

Total smnpw sive 244 Small Medipm Large
Price - LabeHed 27 2.23 2.68
Price - Non-labelled 1.87 216 228
Standard deviation - Labelled 0.49 0.52 0.62
Standurd deviation - Non-labelled (.40 0.55 .40

The results are a sirong indication that at the retal level labeled apples auract a prentium over
non-labelled apples. Analysis has yet 1o be conducted of premin by brand. The research did ‘
ot atempt to obtain retad] wirnover figures, In suppornt of these results, 64% of retailers
claimed they asked for labeHed apples the last ume they purchased. Of those, 35% thought
they had paid a premium for those labelled apples. Many, however, qualified their response
by saying they only paid a premtnn for quality fruit,
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were :tskw to mc;ﬂl i what arde c«:} pme. wmty, sim.,
,lalxﬂl mczlm mm: ahay pmh' L apples. 2 ! ‘chw}\ ms m;

abﬁr 1o ﬁaszv me mhm" mme mmm o m&xr s«xmf“am on. Etght%n mi‘ t,he 38 nons
mpmmr&m re*«:pmxﬁmm to this quﬂatmn cmwducci the brand label one hundred pm:cm
important. A total of 31 respondents rated the brand Jabel as 50 to 100 pereent in
importance. Of the supermarkets all three rared the brand lubel at zero importance.

Brond or varietal nome?

Retailers were asked which was more important to them, adhesive brand name labels or
‘adhesive variety name labels. The responses were inconclusive. Tt would appear that
preferences for either brand or varietal tabelling of apples is split about fifty/fifty for the
sample. Variery is seasonal was the rationale given by one supermarket chain for preferring
brand labels to varietal Tabels. The rationale given by the first of the leading Australian
supermarket chains for preferring varietal lubelling was: '

L. w assist consumers idendfy the variety of apple; and

2. to provide an industry standard price-look-up code for the variety and the size of
apple.

The second leading Austratian supermarket chain also wanted an industey standard Jabel for
each variety and stressed the need for a variety colour cade as part of the price-look-up code.

Developments subsequent 1o the survey

Subsequent to the survey the researchers have become aware of the existenve of adhesive
fruit labels in use in the Aususlian market which contain price look-up codes (PLCy). The
researchers are not aware of any apple packers currently incorporating PLCs in their
adhesive brand labels but avait developments in this area sithin the Australian apple
industry with interest. The researchers are also aware that there has been a marked inerease
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pramxmm for cither b and
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expressed, apple packers who haye admptui ,s::“'ubmud brand/variety labels in preference 10
gither brand only, or variety- cmly lubels, seem to be agting rationally. ‘”Fim logic wili be gven

e more appealing 1o those apple packers who have adopted brami ing as dcons Qus strategy

and are mindful of the-extent 1o which the: m'm:w su permqu\m uimnm control retail channel
power in Australia,

Interpretation

The fact that Tabetled apples attract premia indicates that the labels add value for consumers.
"The faet that retailers report that they pay  premium indicates that the labels generme
additional revenue, well in excess of the cost of labelling, for packers. In this context, it
would seem that the application of labels by pwkers is rational. '

What is less clear is whether these benefits to packers can be regarded as benefits from
branding, as distinet from mere labelling. Very few retailers regarded brand as an important
determinant of their purchase decision making, Only when qmluy variety and size criteria
swere satisfied did brand assume prominence.

These findings suggest that labelling may be valued by consumers, perhaps as an indicator
of minimal quality, but that specific brands do not autract significant levels of consumer
loyalty. Consumer research conducted in the United States elaims that 30% of consumers
think that brand labels on fruit and vegetables convey information. Specifically, 50%
believe brand labels convey 4 perception of quality. Inaddition, the U.S. research found
that 33% of consumers are willing to pay more for branded produce (UFF 1991).
Caonsistent with consumer response 1o pereeived risk, lower-income, less well-educared
shoppers were found to be more likely to pay a premium for branded produce. Australian
research indicates that 30% of consumers believe that Tabels displaying brand name,
srower's name or consymer information are an indication of yuality, while a further 10%
e aht ﬂmy were sometimes. In addition, 44% of Australinn consumers said they were
willing to pay mare for quality fruit. ‘The pereentage was said to be higher where the
consumers were parems of school-aged children (HRDC, 1990).



it por ; wwen is‘ the mksmwkmgm mm um m«: qtmmy c»f the
1mxt 01'; e Imﬁmfz hmnﬂ wis widely regarded 1 the worst in years. The quamy problem
wats ¢ onfinmed by the umrkmmg manager of that firm (Sept. 93, pers. comm.). Tt was also
acknow %f:d;hm thatthe second player hud gained some market share in the pmc:admg welve
' months. The implications are that the brand image of the number one player was still
effective ¢nongh for it to retain sufficient consumer loyalty 1o remm the market leader,

- Irwas not unul the field work was under way that it becaine app,xrmn that apple Iabelling in
Australia was almost ew}uw:iy brand fubelling. From observation during the field wark
this appeared at that time to be not an altogether universal characteristic with the labelling of
other fruits. That Australian apple labels are almost always brand labels leaves no doubt that
the intention of apple packers in the Australian apple market is the creation of apple brands.

In the sturvey sample only one retail apple display from a towl of 429 was found 1o contain
apples with an adhesive varietal label. Adhesive varietd lubels contain the name of the
variety only and have no indication as to sho the apple grower or packer may have been.
Data was not recorded on whether labels were brand labels only, or combined brand/variery
labels. It was observed, however, thata small proportion of packers were at that time usin g
the combined brandfvariety labels. More significantly, these packers appeared to be the
industry leaders.

Comments from industry players regarding varieral labelling of apples were mixed. Richard
Benneu of the Australian Horticultural Corporation {Aug. 93, pers. comm.) and Dennis
Eastman of Sinclair Jenkins, the distributor of adhesive apple labels in Avstralia, (July 93,
pers. comm.) both commented that the impetus for varieal labelling was coming from the
mujor supermarket chains. Easuman further commented that varietal labelling was seen by
the major supermarkets as an aid to price-look-up systems at supermarket checkouts.
Eastman identified Batlow and Montague as Australian packers who were now using
combined brand/variety adhesive labels. Batlow seems 1o have taken the lead is this
development but Eastman thought that in eighteen momths it would be common industry
practice. ‘

An aliernanive view to varietal labelling impetos originating with supermarkets was
expressed by Nick Pagew of Batlow (June 93, pers. comm.). Pageu made the point that no
one packer is capable of supplying a major supermarket ehain's annual requirements.
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- Branding fwr second tier fmm xmpsms mr{,gmng mtemxwp distri bution and: admpung selectm :
distribution. For this to W,m however, those packers would nmd to forge srong
contractual links with a few, very few, selected wholesalers, and o establish direct links
with the selected retailers. Indeed, this is quite fundamental marketing theory which seems
to have been overlooked by many packers currently brand labelling their apples. An
alternative would be vertical integration. The rationale for undertaking vertical integration

“based on one product, however, is somewhat vhscure.

Paradoxically, the possible unimportance of specific brands o (consumers and) retailers
indicates that concerns such as the ability to maintain brand imegrity, for example, may be
misplaced. The qu&snm 18 to the capacity of packers, of various size in terms of
throughput, to convert label importance to brand importance requires f“unimr research at the.
consumer level.
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