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Letreture Review:

Perceived risks: Traditionally, PLBs carried the stigma of substandard quality when compared to national brands (Mieres et al., 2005). However, over the past two
decades, a dramatic improvement of PLBs in terms of perceived image and quality has become evident (Au-Yeung and Lu, 2009; De Wulf et al., 2005; Dick et al., 1995;
Fitzell, 1992). Nonetheless, it would appear that many consumers still associate PLBs with substandard quality and believe these to be second-rate alternatives. This
inferiority stems from consumers’ perceived risks associated with PLBs. Previous studies consistently reveal that greater perceived risk translates directly into lower
proneness (i.e.willingness) to purchasing PLBs (Glynn and Chen, 2009; Erdem et al., 2004; Richardson et al., 1996; Dunn et al., 1986). Mitchell (1998) argues that
perceived risk is a “multidimensional phenomena” which can be segmented into various different risk components. Laforet (2007), Schiffman and Kanuk (2004), Shimp
and Bearden (1982), Peter and Tarpey (1975) and Jacoby and Kaplan (1972) promote the notion that there are five recognised types of perceived risks, namely:

1 functional/performance;

2 physical;

3 financial,

4 social; and

5 psychological.

Schiffman and Kanuk (2004) and Peter and Tarpey (1975) suggest a sixth, i.e. time risk. It is argued that several ifferent types exist because risks vary across product
categories and buying circumstances (Laforet, 2007; Statt, 1997). The ensuing discussion analyses each type of risk, in relation to PLBs.

Functional risk: Functional risk is described as the uncertainty that the outcome of a product purchase will not meet consumer expectations (Agarwal and Teas, 2001;
Shimp and Bearden, 1982; Horton, 1976). It is also expressed as a performance risk as it demonstrates the consumer’s fear that a product will not perform to its promised
abilities. This risk specifically illustrates a customer’s suspicions of the quality of the product, and whether it can be relied upon and trusted to operate accordingly (Mieres
et al., 2005; Mitchell, 1998). Mieres et al. (2006) report that PLBs are perceived to be considerably more risky than national brands, largely due to uncertain functional
performance. iljander et al. (2009) concur, stating that consumers draw cues from handiwork, material and designs. If these are deemed to be of inferior quality, the
assumption may be reached that the product will not perform to expectation. Product complexity has been shown to be correlated with functional risk. A study ndertaken by
Semeijn et al. (2004) discovered that the more challenging it was for a manufacturer to produce a PLB, the more negatively a consumer would perceive this to be — a
perfect example, in this context, being fine wine. The next aspect that increases functional risk is whether a product is a search or an experience product. These two
categories are determined by the product attributes, whether one has to “search” for information on the product or actually “experience” the product before evaluating and
purchasing it (Glynn and Chen, 2009; Batra and Sinha, 2000; Lichtenstein et al., 1993). Search characteristics refer to the tangible attributes of a product such as packaging,
branding and pricing, i.e. that a consumer can substantiate by looking at the product or asking a sales staff member. In contrast, experience characteristics are the intrinsic
attributes that can only be felt through product use, such as taste, texture and smell. Consumers perceive a higher functional risk with experience products, as there is more
ambiguity with intrinsic attributes and, therefore, more uncertainty of the quality and the functionality of the product (Glynn and Chen, 2009; Erdem and Swait, 1998).
Consumers prefer national brands over PLBs when the product category involves experience products and the search attributes are not sufficient to distinguish the quality
of the product (Glynn and Chen, 2009; Batra and Sinha, 2000).
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Financial risk: Financial risk may be defined as the possibility of a monetary loss from a poor purchase choice/decision (Zielke and Dobbelstein, 2007) — in other words,
losing money by purchasing an inadequate or unfamiliar brand. This definition can, however, be extended to include the risk that the product’s quality does not match its
price (Schiffman and Kanuk, 2004; Mitchell, 1998), or that it is overpriced and available at a cheaper price elsewhere (Lu et al., 2005).

Financial risk is a component of a product’s or a service’s expected performance; thus, it is a non-personal risk (Sweeney et al., 1999). It has been shown by Mieres et al.
(2006) that financial risk has a significant negative effect on consumers’ PLB purchase propensity as well as future purchase intention. Furthermore, financial risk depends
on the price levels of the product category. In this respect, it tends to be higher for more expensive and higher involvement categories (such as premium wine), and lower
for cheaper and lower involvement categories (such as butter) (Zielke and Dobbelstein, 2007; Sethuraman and Cole, 1999). Mieres et al. (2006) further demonstrate that
despite retailers attempting to improve their PLB positioning and convert them to “just another” brand among an array of alternatives, PLBs nonetheless still remain riskier
purchase alternatives when compared to national brands. This finding is especially relevant to the concept of financial risk. Since most PLBs are priced below national
brands, consumers’ trepidation of experiencing a financial loss should theoretically decrease. However, this has not been borne out in reality. It has been suggested that
regardless of the fact that most national brands are priced at a premium compared with PLBs, their financial risk is in fact lower than that of PLBs. This result appears
particularly interesting in light of Dunn et al.’s (1986) resolute findings that national brands actually possess the highest financial risk and PLBs the least financial risk.
Liljander et al. (2009), Zielke and Dobbelstein (2007), Mieres et al. (2006) and Sweeney et al. (1999) seem to agree that the price-quality association that consumers derive
plays a vital role in perceived financial risk. It would appear that many consumers prefer to pay a premium for the assurance of quality and, hence, a minimised possibility
of failure (DelVecchio, 2001). Zielke and Dobbelstein (2007) conducted research where they used price as a treatment variable, bearing in mind that price is often used as a
cue for perceived quality (Sheinin and Wagner, 2003). They found that a 40 per cent price advantage for PLBs produced the highest willingness to purchase, followed by a
10 per cent price advantage (Zielke and Dobbelstein, 2007). Unexpectedly, they discovered that a 20 per cent price advantage had the lowest willingness to purchase, which
can be explained by insubstantial savings but a big enough price difference to suggest negative price-quality associations. For this reason, retailers may, rightfully, be wary
of “stuck in the middle” positioning.

Social risk: A possible perceived loss of image or status through the purchase of a particular brand or product is referred to as social risk (Zielke and Dobbelstein, 2007).
Social risk is also defined as the extent to which a customer believes that (s)he will be “negatively evaluated due to his/her product (brand) choice” (Semeijn et al., 2004, p.
8). Social risk is an important element of perceived risk as it takes into account how society influences a consumer’s decision. Glynn and Chen (2009) found that when
customers perceive a purchase to have important consequences, they buy national brands. Baltas (1997) and Dunn et al. (1986) support this with the view that consumers
generally believe national brands to be “safer” options. Consumers often perceive PLBs to be riskier buys as the level of satisfaction they offer is uncertain (Mieres et al.,
2005) and therefore puts their social standing at stake (Marti 'nez and Montaner, 2008).Dick et al. (1995) studied consumer proneness to shop for PLBs and found that those
individuals who are not prone to purchase PLBs feel that doing so will result in the perception that they are “cheap”. It is surmised that this may be due to poor quality
perceptions. Mitchell (1998) brings forward the issue that social risks associated with PLBs are heavily influenced by the retailer (i.e. store) brand attached to these
products. She cites the example of British customers being far happier to purchase Sainsbury’s PLB as opposed to Aldi’s. Similar studies by Semeijn et al. (2004) and
DelVecchio (2001) agree that the purchase of a PLB is heavily influenced by the customer’s perception of the retailer. Zielke and Dobbelstein (2007) conducted a study on
PLBs and their associated risks, concluding that consumers’ readiness to accept PLBs differs between product groups depending on the typical risks associated with the
category. Laundry detergent, shampoo and butter were found to entail low social risk, while potato chips and sparkling wine were found to entail high social risk. Similarly,
Mieres et al. (2006) found that when considering products such as kitchen rolls, shampoo, toasted bread and canned fish, customers were prone to purchasing PLB as these
products were not used in a social setting and, hence, had little impact on their social status. In product categories where risk of public exposure of the product is an
important issue, a national brand will, in theory, outperform a PLB (Semeijn et al., 2004)

Physical risk: Physical risk is argued in the literature to have three different descriptions. The first refers to the possibility that the product may harm the consumer and
others in a physical sense; the second is that the store in which one is purchasing the product could potentially hurt the shopper; the third refers to the physical effort spent
on one’s shopping expedition (Schiffman and Kanuk, 2004; Chen and He, 2003; Mitchell, 1998). However, the most commonly cited is probably the first description, i.e. a
consumer’s fear that certain products can damage their health or physically injure their person (Mieres et al., 2005). Semeijn et al. (2004) argue that physical and functional
risks are the same thing with regard to groceries. If such a product does not function properly, it could potentially physically cause harm to the consumer. Specific examples
cited are wine and beef. Semeijn et al. (2004) explain that producing a fine wine is a difficult process and could result in negative physical effects down the line, such as
hangovers in the case of a substandard product. Beef also portrays physical risk. In this regard, Hornibrook et al. (2005) found that food safety and health issues were still
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the most important concerns regarding beef purchasing and consumption. This concern for health appears to be particularly significant in consumers with children, owing to
the fact that they are more health conscious and aware of food poisoning and food-related diseases.

Time risk: Time risk involves the possible loss of convenience or time associated with the unsatisfactory delivery of a service Mitra et al., 1999). Time risk refers to the
amount of time required to purchase the product, the time lost as a result of product or service failure, or having to return the product. The location of the store relative to
work or home, time spent driving, the speed of services offered, the organisation and layout of the store, the range of goods, the presence of non-retailing functions and the
overall ease of the shopping experience all have an impact on the time risk perceived by consumers (Mitchell, 1998). Although time risk is something stores need to
consider, it has been shown that it does not necessarily increase in the category of PLBs and it might be a risk that actually encourages the purchase of PLBs (Marti'nez and
Montaner, 2008; Mantel and Kardes, 1999; Zhang, 1996). This is demonstrated through the possibility that PLBs may be more accepted by consumers wishing to reduce
deliberation and make a quick decision. Nonetheless, authors such as Mieres et al. (2006) still advocate that time risk negatively affects consumers’ intentions to purchase
PLBs. Although the literature reveals conflicting viewpoints,

Psychological risk: Psychological risk may be defined as a consumer’s disappointment in making a poor product or service selection (Ueltschy et al., 2004). Social and
psychological risks are, at times, combined and referred to as psychosocial risk.The reason for this is that in the case of low-involvement and low-value purchases,
consumers actually struggle to distinguish between the two types of risk (Mitchell, 1998) Switching between brands, for example from national brands to PLBs, typically
causes some form of emotional and psychological stress due to the uncertainties surrounding the new product (Kwon et al., 2008). Thus, as the cost of product switching
increases, the probability of consumers actually switching, decreases. Therefore, it would appear that psychological risks first need to be minimised in order to induce
consumers to switch to a new brand.

Source: Beneke, J., Greene, A., Lok, 1., and Mallett, K. (2012) "The influence of perceived risk on purchase intent — the case of premium grocery private label brands in
South Africa", Journal of Product & Brand Management, Vol. 21 Iss: 1, pp.4 - 14
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