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Abstract
Introduction: The growing consciousness of consumers about the ethical aspects of production and

trade from the developing countries, as well as human welfare and especially of poor people and
disadvantaged producers haves r n e d ¢ o0 n s uarFair tsde pradiis Kowever,ahe choice

of Fair trade product is not always possiflaeir price is higher than that of conventional ones, thus
consumers are not always willing to pay a lot of money to purchase them. For this reason, in order to
influence consumers andotivate them to buy Fair trade products, sales promotions can be offered.
However, it should be kept in mind that price level is not the only factor that consumers take into
account in order to purchase a Fair trade product, but also their values arfitadlyeeihical

orientation.

Problem definition: The price of Fair trade products are more expensive than the conventional ones,
therefore consumers amet always willing to buy them.

Aim: First, toexaminehow consumer s6 buyi n ghoidenpereeivddipmduct and p
guality, perceived value and willingness to pay the full price towards Fair trade products will change,

when a certain sal@romotion is offered Second, to explore the moderating impact of ethical
orientaton of consumers. Speidlly, lookingatc onsumer sé6 response toward
salepr omoti ons whi ch aprreomofitfieoantsuor ea nadn dii pdriiscpel apyr o mo

Method: Hypotheses were tested by an experiment in the Virtual Supermarket in which sales
promotions vere manipulated, by asking participants to look carefully to all the coffee brinels.
sample consisted of 135 Wageningen University students. The experiment was addressed to both
Dutch and international studeniBhe participants were divided in 6 groups (casAs)hree (three

levels of sale promotion: none, price discount, extra product) by two (two levels of feature and display

promotion: yes or no) between subjects design is used to conduct the research.

Results: The expected main effects of sales promotions on purchase intention, perceived quality,
perceived value for money and willingness to pay the full price were not supported. However, we did
found an interaction effect of price discounts, extra produanetions and ethical orientation on

purchase behaviour (product choice).

Discussion:Even if the results do not show ttiae two types obales promotions influence purchase
intention and product choice, perceived value for money, perceived quality dindrveits to pay the

full price, they support the notion that high ethical oriented consuim&ve stronger purchase
behaviour, when they are exposedptice discounts and extra product promotions of Fair trade
products.Somereasons for the fact that thgpotheses were not supported can be diverse such as, the
type of productcoffee)that was used in the experiment, the limited varadtgoffee productsthe

student samplenly from Wageningen Universi, the manipulations (theiscountlevel and the

Vi



picture offair trade banner) and the conduct of the experiment in the virtual supernidr&etfore,
some suggestions fduture researctare thatthe studycould be replicated with different kind of
products, bigger variety, different target group and real environment.

Key words: Fair trade price discounts, extra product promotions, feature and display promotions,

ethical orientation
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Chapter 1
1. Introduction

1.1.Background of the study
In the last few years, even mazad more consumers become conscious about the ethical aspects of

production and trade armaf renewable natural resources from the developing couiiBiesvne et al.,

2000) Ethical consumers are concerned about the environment and human welfare, especially of poor
people and disadvantaged producers in the developing Worankvist et al., 2007and as a
conseguence they adapt their consumption lifestyles accordingswitisele§Shaw and Riach, 2011)

The adaptationf sustainable lifestyles is considered as an efficient way to confront global problems,

such as povertyfHanss and B6hm, 2012Moreover, gowing awareness of consumers for the
environmental and social cegifagbata and Sirieix, 20085 well as the processes of food production

|l eads to changes in their demand. The changes in
food chain, as the food industry has been forced to create and develop newspapdiuotarketing

campaigns that are able to fulfil all these requirements. These new requirements broaden the

possibilities and alternative food networks are develdpathuera et al., 2012)

As a response to the growing sensitivity of consumers to sowibénvironmental aspects, Fair Trade

came into the scene and gained ground in recent years, particularly for food and beverages from
developing countrieBrowne et al., 2000)fair trade is an alternative approach to conventional trade

and it is concerréabout fair trade agreements, safe working conditions for disadvantaged producers
and employees, sustainable and environmentally safe natural resource management and the decrease of
poverty in the SoutliBrowne et al., 2000; Loureiro and Lotade, 200 gr trade productslsogive

an emphasis on care for the environment, social justice and quality standards of the .pfbaycts

provide help to Third world producers, by assuring at least the cost of produetmatucers in
developing countries take advage of fair trade practices, as both buyer and seller iaggalirectly

without middlemer{Loureiro and Lotade, 2005)

However, the problem begins when desphe fact that even more consumers are sensitive to the
Third world needs; they are not willitg pay a lot of money for fairade labelled products, which

are more expensive than the conventional ones, and this becomes a barrier for consumers to purchase
those(Grankvist et al., 2007; Cailleba and Casteran, 20R@gsearch ofHerpen, Nierop and|&ot

(2012) on the market shares of sustainable prod(ietsr trade and organic productmd how they

can be enhanced tshdf layout factors, price level, price promotioasd consumer demographics

stated that premium prices are detrimental to the sales of fair trade products and consumers of fair
trade products take into consideration their price level, in contrast to organic products where
consumers perceive high price as a signal of higher ggalggbo, 2011; Herpen et al., 201¥Yhen

the price premium for fair trade products increases, their market share defirizapes et al., 2012)



Accordingly, research offagbata and Sirieix (200®n how Fair trade labels can play a role in the
willingness of consumers to pay for Fair trade products in Frdoeed thathalf of the consumers are
insensitive to Fair trade label andh e f i r st criterion for product séo
majority of consumers are not yet ready to pay mor&air Trade products.

As it has been proved that the | evel of fair tre
research extends existing litersguon how certain types of sal@somotions can influence the
purchasentention and behaviouof consumerstheir perceived quality, perceived value for money

and willingness to pay the full price tdir trade products. Sales promotions are widely used in food

markets to stimulate consumers to purchase a product more quickly, more frequenitlygeseater

guantities than in the absence of the promotfieawkes, 2009) as wel | as to improc
perceptions of the value of this prody@eng, 2009) However, not much is knowyet about the
consumer s 6 r e cgimfcertainymes df sakepromptipris in Fair trade producsd

especially the response of consumers who have a different ethical orie(Eatibeba and Casteran,

2010)

Neverthelessit should not be ignored th&iow consumers will react to the purchase of a ffade
product, which is more expensive, not only depe
have an i mpact on their Dbehaviour. These values
consumer s 0 -ec=htrictonsurhptiom to vadsedntfic consumptiofDoran, 2009)Carrigan

et al. (2004 )stated that ethical orientated consumers have been increased in the last 10 years. Ethical
oriented consumers are influenced by ethical and environmental considerations when they have to
choose @roduct and they tend to make a consumption choice consciously due to moral and personal
beliefs(Carrigan et al.2004) Consumer s 0 i n c pusheshemmtg theacangaumptioneo§ s

Fair trade product&im et al., 2010) because Fair trade reassuadsetter way of living of producers,

as well as an increase in their real income, accessibility to healthcare, education and financial stability
(Doran, 2009) Therefore, by keeping in mind that there are consumers with different ethical
orientation,a la of questions are raised on how high ethical oriented consumers will react when a fair
trade product will be offered to them with a price promatiamm offer which contradicts tihe social

message that Fair trade advocasesl thus more research is needed

To sumup, the influence of different types of saleepnot i ons on consumer sd pL
towards fair trade products is very little researched and thus more research is needed. It is important to
research this fc for consumer research, because this will help the retailers to stimulate sales of fair
trade product s. Consumers in forming purchase i
nowadays, his research is even more important, lnseaconsumers beme more pricaware and

they change their purchasibghaviourduring economic crisi€Bondy and Talwar, 2011Examining

how different types of sales promotionsiwil i nf |l uence consumersd purchas



perceived quality, perceived wa for money and willingness to pay the full price might help in
practice in how fair trade products can be better communicated in the market. What is more,
examining the effectiveness of different sales promotions is very important to the study ofngarketi

if we take into consideration the harmful effect that they might have and also the fact that they are a
large proportion of marketing expenditure.

1.2.Research aim and research questions
The aim of this research iwofold. Firstly, it targetdo investgatelo w consumer sd buyi nc¢

and product choiceperceived product quality, perceived value and willingness to pay the full price
towards Fair trade products will change, when a certainpsataotionis offered And second, it aims

to explore themoderating impact of ethical orientation of consumers. Specificallthis paper, we

lookatc onsumer s 6 r acdifferenstgpestofosalepr d mot i ons whi ch ar e:
displaypr omot i ons o andod The reasons forpwhizchhese twotypes of sales

promotions were chosen will extensivelyexplained in the second chapter.
To reach this objective the main research question can be formulated as the following:

Main research question:How d o feafure and display promotiols afpride promotiond8 i ncel u e
consumer sé buyi ng i naswaeailltd perceiver prdducpquality, perceived aloe ¢ e

for moneyand willingness to pay the full price towards Fair trade pro@ucts

1.3.0utline of the thesis
The structure of the renmrader paper is as follows. Chapter two contains a literature review about

different kinds of salepromotionsand their effects on buying intentiamd product choiceperceived
product quality, perceived value for money and willingness to pay the fu#é prid a theoretical
framework is developed with the concepts that will be discussed in this paper. Thereafter, in chapter
three the chosen methodology is explained and the constructs that will be measured. Following,
chapter four deals with the resultsrfradhe statistical analysis. Finally, the last chapter includes the

discussion, conclusions and the limitations of the study.



Chapter 2
2. Literature Review

2.1.Salespromotions
Sales promotions are considered to be a promot

perceptions of products value and increase their purchase of a piiodulot et al., 2007Campoand

Yague 2007). Lattin and Bucklin (1989ktated that the @r of promotional activity in different

product categories might lead people to buy on promotiates promotions are widely used to
stimulate food consumption to adults, children and youth. They are often part of promotional
campaigns which include dédfent marketing techniquéslawkes, 2009)Price and product features

are considered to be the most common ways that marketers use to influence the purchase intention and
product evaluations of potential consum@sang and Wildt, 1994Companies invest lot of money

in promotional campaigns and new price policies, as they intent to make the product more appealing
and valuable and affect consumers6 buying beha
achieve their goal, because even if they m&ach their goal in the sheidrm, in the longerm there

may result undesirable consumer behaviour. For instance, consumers will be willing to buy a product,
when a sale promotion is offered, but then they will buy again their favourite pr@duatez and
Casielles, 2005)

In order to reassure the fulfilment of objectives in a greater extent, sales promotions should be offered
to consumers sporadically, when consumers least expect(fkliearez and Casielles, 2005Vhen
consumers know about the time that sales promotion will take place, then sales promotions lose their
ability to increase sale@.attin and Bucklin, 1989)However, companies should plan, organise and

integrate sales promotions in their marketingngkalvarez and Casielles, 2005)

There are different types of sales promotions and most of them are used to market food products
(Hawkes, 2009)The type of sales promotion that will be used will be different depending on the
objectives. A wide rangef possibilities can be applied. These can be mdrased, produdbased,

storebased and gift/prizbased(Alvarez and Casielles, 2005The research oHawkes (2009)
determineds even di fferent types of sal es papodacdt i ons
promotionso, Afeature and di spl ay promotionso,
ncoll ector promotions and premium promotionso.

Aprice di $fcecautnutrsed aanndd d i fAsBEpx-parya dpurca moptrioommostdi ons o w

=1}

price discountso as they are another form of
promotions, as thegre the more representative within these categories of objeétiarseybased,
productbased and stotleased. Promotions which are giftlprizeased such as #Apri ze
Acoll ector promotions and premium promotionso w

difficult to operationalize. Specifically, price discounts belong to mdyesed objecties, extra

4



product promotions to produbBised and feature and display promotions respond to-lsieesl
(Alvarez and Casielles, 20055ollowing in table 1 all théypes ofsalespromotions used to market
food productsthat were mentioned abavare exphined and are presentedogether with some
examplesf each typeFirst the three types that will be used in this research are explained.

Tablel. Types of Price Promotions to market food products (Source: Hawkes, p. 334, 2009)

Types of sales promotions Examples
Price discountsand extra produc 9 Direct pricediscounts such as fi40%9
promotiong(Price promotions) f Coupons issued by the manufacturers or supermar
9 Discounts via supermarket loyalty cards
f Refunds
9 Free with purchse (buy one and get one free)
I Reduced price with purchase (buy one and get an
one at a reduced price)
Multi purchase, for instance three for the price of tv
Bonussized packages
Feature and display promotions 9 Front of store display
1 End ofaisle display
1 In aisle display
T AShehdlfkerodo (graphic or
the self)
T Instore flyers and banners
1 Advertising at point of sale
1 Food packages designed to attract attention
1 Leaflets with recipes using products on sale
1 Flyerscontaining nutritional information for produc
on sale
Sampling promotions i Tasting samples provided in retail stores
Prize promotions 1 Lotteries, competitions, sweepstakes
Collector promotions I Collection of vouchers/food labels/beverage conta
topsin return for gifts
Premium promotions 1 Free with purchase gift
Reduced price with purchase gift




2.1.1. Effects of sales promotions on purchase intention and product

choice
Purchase intention is a way to measure the willingness of consumers to buy a product and shows the
probability that a consumer will buy a prod(oevlin et al., 2007)Purchase intentions are considered
as a crucial indicator of actual purchase, as theyaa awaiting transactiqhang and Wildt, 1994)
When a consumer is considering purchasing a product, the price perception process is described as
follows. On the one hand, when the selling price is higher than the internal reference price, consumers
perceive the selling price negatively. On the other hand, when the selling price of the product is lower
than the expected price, consumers perceive the selling price positively. This has as a result, that

consumer s6 pur chase (Canpoeantydagien200f)i | | be increased

On the same linedlvarez and Casielles (2008}ated that the offer of sales promotion can guarantee

an increase in sales in the sham and have a direct effect on purchase behaviour. This is because,
price reductions are considered as gains by consumers, as by checking the reduced price with the
reference price, this amount that they save from this transaction is a gain fo(Mhewer and

Grewal, 200). That is the reason why companies tend to invest a lot of money to such promotions
(Alvarez and Casielles, 2003Ylost of the time, companies wrder to be sure that a consumer will
acquire the product, they act on the external reference price, by modifying it with the smesof
promotionsfrom time to time and creating discord with the internal reference (m®po and Yagle,

2007 Grewal efal., 1998)

Alvarez and Casielles (2005)ated that promotions can cause different reactions in consumers. First,

they may lead to the increase imnsumption, as consumers are willing to laugigger quantity of a

product or second, to store the prodiactthe future(Alvarez and Casielles, 2005%tudiesshow that

sales promotionkave crucial effect on consumer response and they are as important to consumers as a
change in the br andodhagaurand price pSrteptidnis sheweathat gimost ¢ h a s
50% of consumers identified the promotion of the brand that they purchased, a proportion which is
comparable to the proportion of consumers who could recall the purchase price of th& bréamd

and Bucklin, 1989 Sales promotion on a brand can also lead consumers to be willing to buy the
product, even if they were not used to buy that b(ancarez and Casielles, 2005)

However, other studies indicate that people who purchase a brand due to a promotionn thagktu

to theirfavourite brand after the purchase of the brand in promotion. Moreover, consumers ay fee
that they are manipulated liye promoted brands, and thus their reaction will be not to purchase this
brand(Alvarez and Casielles, 200%)attin and Bucklin (1989)n their researchlsoproved that when

a company often offersales promotionghen consumers get used to them and as a result thegt do
respond so often to therm accordance to thaGedenk and Neslin (199%}tated that promotions

undermine brand | oyalty and that is the reason



pr i c Fon thid reason, it is indispensable to keep in mind that the use of sales promotions to
enhance productsdé purchases hbudsbe dleot tolpeverds frtomf i ci e
provoking the opposite effect, which implies that the consumer will stop buying the specific promoted
product. This can be done when consumers think
(Alvarez and Casielle2005)

2.1.2. Effects of sales promotions on perceived quality and value for

money
Perceived quality is fa buyer 6s ¢Csetvdl etalt, @ 470f a p

1998) Perceived quality is very important for a b
rates(Sprott and Shimp, 2004Prior studies showed that price affects positively product perceived

guality (Chen et al., 1998Y00 et al., 2000; Grewal et.all998. Price is an important indicator of

guality and brands with high price are considered to be of higher quality and less subjected to price
discounts(Yoo et al., 200Q)Moreover, perceived quality is negatively influenced, when consumers

cannot foecast the purchase prices due to the gap between expected and observed prices and this can
lead as well to the decrease in brand eg(ityo et al., 200Q)Grewal et al. (19985uggested that
perceived quality al so det erSpecifically, pecceived quatityiss 6 | u
positively related to perceived valgglvarez and Caslles, 2005; Zeithal, 1988) By assuring that a
product éds percei ved sglesarbmotiogpeiceavedvalue ofia productcambee d by
enhancedChen et al., 1998)

Perceived product valu®r moneyis an essential factor that consumers take into consideration in

order to purchase a prodyé&hen et al.1998) Product valudor moneyis defined as the price that a

consumer pays relative to the quality received when he purchases a ffrochienstein et al., 1993

Chen et al., 1998; Grewal et al., 1998 Perceived value has a dire
behaviourlMunger and Grewia2001) Sales promotions influence value perceptions and perceptions

of quality of a brandGrewal et al., 1998)T hey can enhance a productds ¢
value provided that the selling pr ricesceandsates | ower
promotionsd 0 no't negatively i nfl uéChanetalc ®88Bacausagods r ef
the fact that product quality and price affect value, the efforts of marketers have been aimed at
improving product quality and decreasingcpr via cost discounts, so as to enhance perceptions of

value and purchase intentioffdunger and Grewal, 2001l addition to the fact that marketers want

to communicate superior value and enhance <cons
promoto n s , their aim i s also to enhance consumer so
framing of their offered promotions. By framing it is meant the different representation of promotions

(Sinha and Smith, 2000 For examplestudies indicated that consumers that were exposed tsdaias



promotionsi buy one and get one freeo and fAget two for
option This is because, studies showed that discounts which are framed as free optjmrseaived
more favourabl\f{Munger and Grewal, 2001)

However sales promotionsan negatively affect perceived value and as a consequent purchase
intention, because the offer séles promotions an al t er consumerso®6 interna

result consumer considers the regular price of the brand to be todsgipo and Yagie, 20Q7)

2.2.Types of sales promotions and their effects
In an increasingly competitive environment, companies use a lot of promotional tools to attract

consumers and purabe their products, such as the offer of coupons, direct sales promotions, offering

more of a product at the same price, as well as combinations of price discounts aipdoelxica

promotions §inha and Smith, 2000 The most widely usetype of promotiosi s FApr i ce di s c (
(Alvarez and Casielles, 200%lowever, price discounts is not the only type of promotion that affects

the expectations of consumetkattin and Bucklin, 1989) The use of different types dofales
promotionsvaries from one country to anoth@lvarez andCasielles, 2005)Companiesn order to

me et c 0 n s ume rusually mke pn®d @tcaumnt ithe possible interactions between price and
promotions. For this r eason, withiqgtheritypes ofdgiomotiams) nt s 0
such as an enrdf-aisle display or a featured advertisemgkitenby and Ginter, 1995Following, the

three types of sales promotions that will be used in this research are analysed further.

2.2.1. Price discounts and extra produ ct promotions (Price

promaotions)
To begin with, in this chapter extensive reference will be done on price discounts and extra product

promotions and their effects on purchase intention, perceived quality and perceivetbvaioaey
Extra product is anber form of price discount, so it will be analysed together with price discounts as
one type of promotionwhich will be referredas price promotionsFirst we will begin with price

discountsand later on we will continue with extra product promotions

2.2.1.1. Price discounts
Over the last half centuryetailersused to offer price discounts to consumers on a regular basis as

they think that it is one of the basic forms of price competitidamliel and Herstein, 201 &ndthat
they are effective ipromoting salegSuri et al., 2000; Grewal et al., 199®rice discounts include

two main aspects: first of all, the depth of the promotion, for example the percentage discount in price



as well as how frequently a particular product is promoted. Byttigsnieant the average number of
promotions on a product during an observed period of thtiender and Richards, 2012n addition

to that, thee are differentvays of preseting price reductions, such absolute (amount of discount in

money andrelaive (percentage discount) waysthah f | uence consumer sd perce
discount of the promoted produ€then et al., 1998)

To begin with, retailers prefer to offer price discounts to consumers and the reasons for this vary. First
of all, price discounts are considered a good way to attract consumers from othe(Gtonds| and
Herstein, 2011)Studies also indicated that it is easier for consumers to process price inebsolut
instead of unit terms. Moreover, price discounts progdetlatitude to consumers, as they are not
forced to take more items in order to take advantage of the proniBtitia and Smith, 2000Finally,

Gamliel and Herstein (201 %jated thabecause of the fact that retailers have higher inventory holding
cosst than some consumers, thage willing to have a reduction in sales revenue, provided that

consumers will keep some of the inventory and consumers are satisfied by the price reduction.

What is more Suri et al. (2000and Grewal et al. (1998%tated that price reduction from a high
reference price to a | ow sale price hadfoas a re
moneyfor the product offer. This is because; the presence of the discount creates the perception of
savings(Teng, 2009; @&wal et al., 1998)Actually, a price reduction has as a result the lowest
expenditures for consumers and the greatest savings in r{®ineg and Smith, 2000ther studies

also indicated that if the discount is greater, the perceived offer valuaisrgae well, the intention to

search is less and the interest in the brand is grésghubir, 2004, Alford and Biswas, 2002)

Finally, Darke and Chung (200%also stated that price discounts lead to an increase in value

perceptions.
Thus, the firshiypothesis can be formulated as follows:

Hypothesis 1: Price discounts are positively related to perceived faluenoneyof Fair trade

products.

As Teng (2009)and Raghubir et al. (1999tated price discounts benefit economically consumers,
affect theirb el i ef s about a brand positively and as a
awareness are increasddoreover, other studies abouértain types of price discounts, such as
couponsalso showed that like price discounts, they t e r ¢ iotentionswaadr psréeptiof€hen

et al., 1998) In accordance to thathe influence of coupon value on purchase intention has been
shown to be positivedt has been found that an increase in face value of coupon influenced directly the
purchase rateRaghubir, 2004).

Therefore, the second hypothesis can be stated as follows:



Hypothesis 2: Price discounts are positively related to purchase inteamiddbehaviourof Fair trade

products.

On the other handzrewal et al. (1998and Darke et al. (2005) stated that price discounts have a
negative effect on quality perceptions. This is because lower prices are associated with lower quality
and price discounts offer a reduction in price and thus it is created the perception that the offer of price
discountsis due to lower product qualitfRaghubir and Corfman, 1999elfperception theory is

used to explain how consumers perceive events. For instance, when a consumer purchases a
discounted product, he might believe that the product was on discount befdtsdad quality

(Grewal et al., 1998; Dodson et al., 1978; Raghubir and Corfman,.1999)

Thus, the previous theory results to formulate the third hypothesis:

Hypothesis 3: Price discounts are negatively related to consumers' perceived quality alafair t

products.

Furthermore, studies indicated that consumers form their price expectations according to pricing
patterns that they have already obser{fédon and Schumann, 200Krishna, 199). This leads to

the fact that ¢ ons uasedoi the pdce that the mrsumerdscekpedting.msa s b
result, if a price discount of a product is run frequently, then the consumers are adapted in the lower
price, and when the price discount ceases, consumers are not willing to buy the productlin the fu

price (Kwon and Schumann, 200dowe and Barnes2012).
Therefore, we hypothesize that:

Hypothesis4Pr i ce di scounts are negatively related to
Fair Trade products.

2.2.1.2. Extra product promotions
Extra product promotions include a lot of types with which they can be offered to consumers, such as

bonus packages and free optioms. begin with, aprice discount which can have the form of free

option is perceived positively from consumestudies indicated that free options are usually preferred

for small discounts than large discoufitunger and Grewal, 2001)However, the way that they are

being presented plays an important role. Stusligted that by presenting different forms of eglént
extraproduct promotions, the majority of consumers preferred the promotion when it was stated as
Apercent more freeo rather (Sinmwaand Sinphe 20008Thigis f r ee 0
becauseonsumers prefer more promotions that are é@uas gains to them. Experiments showed that
extraproduct promotions which involve offering an extra amount of the product were preferred in

comparison teales promotionthat offered the same amount off as discdunet al., 2007) Finally,
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extraproduct clearly shows that consumers gain an additional(8niith and Sinha, 2000; Sinha and
Smith, 2000)

Another one technique of price discounts is the baimexd packages, a form ektraproduct which

is used bycompanies to boost sherterm sales @d product awareness. A bonus pack offers
consumers extra product without paying additional money and they are limited time offers. Many
companies had successful results by using bonus paci@gest al., 1997)This type of promotion
prevents the prodecs from reducing prices so as to be competitive, which may corrode the brand
(Lichtenstein and Burton, 198%urthermoreQOng et al. (1997%tated that bonus packages assure that
the extra product that manufacturers offer will be received by consuneeitsvath not be absorbed as
additional margin by retailers.

Moreover,Li, Sun and Wang (2007n their study about how ext@roduct promotions and price
discounts influence stoalp and nofstockup categories stated that consumers receive a higher
trarsaction value from extraroduct, especially for stoakp categories, because the additional product

can be saved for later uskln accordance to thainha and Smith (2000&lso stated that an extra
product has a greater transaction value themngbination of extrgoroduct and price reduction, as it is

again considered to be a gain and thus it is more valualmnermore©Ong et al. (19973tated that as

far as consumersdé perceptions of the vweelthate of
these offers are a good deal. These offers are considered as being more favourably than others with
smaller savings. Studies also indicated that big discounts, such as bonus packages, provoke
perceptions of greater valy®ng et al., 1997)Raghubi (2004) in his research also stated taat

extra product, which has the form of free gift with purchasdances the transactional value of the
purchase.Finally, Darke and Chung (2005lso stated that free offers are highly valuable for

consumers.
Therefore, the nextypothesis can be formulated as follows:

Hypothesis 5Extra product promotions are positively related to perceived viduenoneyof Fair

trade products.

What is moreOng et al. (1997also found that bonus packages, a form of extra product promotions,
apart from provoking perceptions of greater value, they also produce greater purchase intentions for a
product. In the same lin&anning and Sprott (2008}ated thaimulti-purchase, with is another form

of extra product promotions, are very effective and they also indicated increased purchase rates like
other forms of extra product promotions in comparison to different types of promotions. Specifically,
studies indicated that by incréag a purchase limit, a significant increase in purchase rates has
occurred(Manning and Sprott, 2007)Finally, studies showed that free offers increased purchases of
the promoted produ¢Raghubir, 2008).
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Thereforewe hypothesize that

Hypothesis 6Extra product promotions are positively related to purchase intemtimtbehaviourof

Fair trade products.

Moreover,in contrast to the negative effects of price discounts on perceived quality, free gifts, which
are a form of extra product promotions, @aproven to be less sensitive to negative quality
perceptions. Specifically, consumers maintained their quality percegfiamke and Chung2005.

This is because, when consumers purchase a product and they get a gift of a specific price, they do not
tedd t o subt r acfromthéogeral pri¢etofbttepurehasedipeoduend then making up

their mind about the quality of the product. Instead they tend to consider the overall price of the

purchased product in order to make piigelity inference (Darke and Chung, 2005)
Thus, we end up to the followirdtypothesis:

Hypothesis 7: Extra product promotiohave no effect oononsumers' perceived quality of Fair trade
products.

In addition,Lowe and Barnes (2013upport that when consumers are provided with an extra product
promotion, their reference price remains unchanged. Therefore, even if a consumer will not be offered
an extra product promotion, the reference price of the product will remain the samneawith the

offer of extra product promotion. For this reason, we assume that he will be willing to pay the full
price to purchase that product.

The previoudeads us to formulate the next hypothesis:

Hypothesis 8: Extra product promotiohave no effect owillingness to pay the full price of Fair

trade products.

2.2.2. Feature and display promotions
Feature and display promotions have an increasingly important influence on consumer choice

behaviour. By feature and display promotions it is meaetypromotional signalvhich is used to
describe any sign, marker and other indicatorsaleés promotion®n a specific brand to catch
consumer s @mantet ag, M99D)IRinte instore demonstrations are highlighted by a sales
person, this helpt assure that some products will not remain unnoticed and that consumers will be
conveyed the most important sales arguméntgdfalt and Lange, 2013F5pecifically, this type of
promotion is used to draw consumers6 attention
of it (Lattin and Bucklin, 1989Zhang, 2006;Schneiderand Currim,1991). Moreover, feature and
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display promotions boost negvoduct awareness and can induce a trial decision, as they are present at

the point of purchasgteenkamp and Gielens, 2003)

Furthermore, irst or e di spl ay and feature activities re
sensitivity is more influentldor feature advertisements, since many households can identify the brand

that they want to purchase before going to the store and observing the prices. Such kind of promotions
also affects interbrand competition through household purchase decisiohsy asam increase the

likelihood that choice alternatives with the same brand names are considered. -EBtug displays

and feature advertisements can contribute to less competition and higher profits in-t@rshort

(Allenby and Ginter, 1995)The useof feature and display promotions can also provide consumers
with psychol ogical benefits, provided that there
more effort in order to organise, locate and store promotional information, while diaptegasier, as

consumers should simply notice the promotiohneider and Currim, 1991)

According to the consideration sets effect theory, display and feature advertisémoeedse a
brandds pr obabiHyconsgmedhly makia it mare porinerg(&llanby and Ginter,

1995; Zhang, 2006)Inman, McAlister and Hoyer (1990) and Zhang (20@&o indicated that
consumers do not process information in great details, but they simply interpret a promotion marker as
Afa proxy for a price cuto. Thus, just the prese
that the brand has already undergone a price discbiowever, this effect, whichis callédt he- pr i c e
cut pr o xisyappéedd bnéy ¢otconsumers who exhibited low need for cognffitiang, 2006;

Inman et al.1990)

Researclalsoshowed that a great part of all purchase decisions are affectesl stotgNordfalt and
Lange, 2013)Allenby and Ginter (1995n their research about how feature and display promotions
influence households purchase decisions found thatome displays and feature advertisements
increase the net utility of the braadd decrease the effect of price in the purchase decision.

Therefore, lhe previous theory seilts to formulate the nekiypothesis:

HypothesisO: Feature and display promotisrare positively related toen sumer 6 s percei ve

for money ofair trade products.

Moreover, feature and display promotiotesn act as a signal for the quality of a product, a very
cruci al factor i n c o(BtsenkareprasdéGielpns,r260Bgause ofithe faetnt i o n
that marketerspend money in ordeo apply fe&ure and display promotions, consumers can reliably

use these signals in order to find products of good qu@ityenkamp and Gielens, 200dilgrom

and Roberts1986. Karande and Kumar (199%3)Iso stated that display promotions might affect

consumersé beliefs about the quality of the pr o

13



with products of unequal quality, they think as the best decision in terms of quality the product on a

display promotior{Turley and Milliman Ronald, 2000
Thus, according to the previous theory, the next hypothesis can be formulated as follows:

HypotesislO: Feature and display promotigrarepositively related to comsmer 6 s per cei ved

of Fair trade products.

Feature and display promotionsn f | uence consumer s6 purchase behay
dramatically towards a brarfdurley and Milliman Ronald, 2000%ince a sign is attached to the brand

about promotions and for this reason consumers evaluate better the promotedribnandet al.,

1990) Ailawadi et al. (2009)also stated that promotional flyers, a form of feature and display
promotions, increase traffic and sales and this is more effective especially for food products. In line
with the previousMayhew and Winer (1992found in their research about low need for cognition
products that a promotional signal increases purchase intentions of conglimexs et al., 1990)

Nordfalt and Lange2013) indicated as well that consumers, who tasted a product which was on
display, would feel obliged to purchase that product. Finally, another researdrafide and Kumar
(1995)showed that feature and display promotions influence price perceptions and purchase intentions.
Specifically, since consumer s are becoming mo r
promoted product more favourably and thus their purchase behatianges(Karande and Kumar,

1995)

Thus, the previous theoriésad to the following hypothesi

Hypothesis 11 Feature and display promotisnar e posi tively related to
intenion and behaviouof Fair trade product.

Studies also showet h a t when ffeature andcdmbphayg wi dmmotii
di scount so, consumer s may i (Lattin ena S8wklin, 1089 Zhang, v al u a:
2006) Consumers respond better in products with discount when they are accontyasimth kind

of promotional events than in ngmomoted discounted brands and they tend to increase their value of

the brand(Lattin and Bucklin, 1989)In accordance to thakarande and Kumar (199%jighlighted

that when Aprice dibsyc ofufnd &stou raer ea mdc chimpmina ye dpr o me
enhanced. This means that consumers adopt a better value for the promoted product, because of the

decreased price and as a result their product choice also cliigagesde and Kumar, 1995

Hypothesis 12Feature and display promotion is more strongly related)t@ onsumer 6 s per cC
value for monewnd b) purchase intentioend behaviouof Fair trade products, if it is combined with

a price discount
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2.2.3. Ethical Orientation as a moderator of the effect of sales

POITTOETTO 11 AT 1 nténtich Gaddbenavid@A EA OA
perceived quality and value for money and willingness to pay the
full price

Thi s research will i nvestigate the &effect of i

orientation. According to business ethics theories, people when are faced with decision situations of
ethical content, they tend to apply ethical guidelines which rely on different moral philosophies, which

are the deontological and teleological one. From tielmandfideont ol ogi c al theori
specific actions or behaviouo$ an individual, and on the other harneleological theories focus on

the consequences of (Al-Khetibeatalt20@hn s 238ppecifically, awithithe u r s 0
deontological approach a person evaluates inherent rightness or wrongness of an evaetdof

alternatives that heiews as possible courses of acti@rile with the teleological approach a person

evaluates a behaviour by considering a lot of factursh asthe consequences of each alternative for

various stakeholdsr the probability that each consequence will occur to each stakeholder, the
desirability ornot of each consequenaadfinally the impotance of each stakeholdgkl-Khatib et

al., 2005 Kim et al., 2010. Furthermore, according thysonski and Durvasula (20Q8gthical

orientation shows the thought process of a consumer when he has to deal with actual ethical situations.
Finally, Kim et al. (2010)define ethical orientation as individu&d s et hi c al rul es, '

personal beliefs about proper behaviour.

Therefore, as consumers with high ethical orientation are concerned about the welfare of other people
and they are sensit,ihgyegivehigherimpohtamce togamisnp eqeity and e e d s
peaceandthustheir actions are motivated by ethical val({iésn et al., 2010)we expect that they buy

Fair trade products, because they feel that by paying the premium price, people in the developing
world can have a better way o¥ilig and quality of lifeg(Doran, 2009) On the other hand, consumers

with low ethical orientation do not give so much attention and priority to the prosperity of other people

in the world and thus it is expected that they will not become attached bycthkeaspect of Fair trade

products. As a result, they will not be willing pay the premium price, btteytend tothink more

about their benefitKim et al., 2010) Doran (2009)andKim et al. (2010 ndi cat ed t hat <co
personal values, such as the degree of ethical orientation, are strongly related to the actual Fair Trade

consumption.

To make it more precise, it is eeqgted that the effects gfice discount®n purchase intention and
behaviar, perceived value for money and willingness to pay the full price as well as the effects of
extra product promotions arfdature and display promotions on purchase intention and behaviour,
perceived quality and perceived value for moireg Fair tradgoroduct will be less apparent for high
ethical oriented consumers than lasthical orientedconsumers, because high ethical oriented

consumers are sensitive to the socggext of Fair trade producthiey are more willing to buy Fair
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trade productand hey have a positive perception of value of fair traematter if a sale promotion

is offeredor not In contrast to that, it is expected that thegativeeffect of price discounts on
perceived qualityn a Fair traé product will be more apparefar high ethical orientedconsumers

than lowethical orientecconsumers. This is becau$égh ethical orientecconsumers buy Fair trade
products, as they are considered to be of better quality, so if a price promotion is offered then the
prodwct may lose itsquality inference Finally, it is expected that the effect of price discounts on
willingness to pay the full price in Bair trade product will be lesgpparent for high ethical oriented
consumers than low ethical oriented consumasshigh ethicabrientated consumers are willing to

pay the premium price of fair trade produtisorder to help disadvantaged producers that they need it
Therefore, even if a price promotion stops, high ethical orientated consumers will be even more
willing to pay thefull price.

Hence we hypothesize that:

Hypothesis 13 The effect of extra product promotions and feature and display promobions
purchase intentionsnd behaviour perceived quality and perceived valigg moneyof Fair trade
products will be weakdor high ethical orientecconsumershanlow ethical orientecconsumers.

Hypothesis 14: The effect of price disants on purchase intentiomsid behaviourperceived value
for moneyand willingness to pay the full priae Fair trade productswill be weakerfor high ethical

orientedconsumers than loethical orientecconsumers.

Hypothesis 1d: The effect of price discounts on perceived qualitfFaif trade productswill be

greaterfor highethical orientecconsumershan lowethical orientecconsumers

2.3.Conceptual Framework
The relations betweethe twodifferent types of sales promotions, the dependent variablesn s u me r s 6

purchase intentioand product choigeperceived quality, perceived valfm money willingness to
pay the full priceandc o n s u ethécal orientatioras a moderatasf sales promotionare illustrated

in the diagram.

Figurel. Conceptual framework for the relationships between the constructs
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Chapter 3

3. Methodology
Later in thischapter the way that variablese operationalized will be discussed, as well as the

participants, the study design and how constructs are measured.

3.1.Study design
The purpose of the experimenttssexamine the effect of thevo different types okalespromotions

(price promotionsprice discounts and extra prodgand feature and display promotioms) thefive

dependent variables (purchastention,product choiceperceived qualityperceived valuéor money

and willingness to pay the full pricend the moderatoeffect ofi cnas umer 6 s et hi c al or i
these relationships

1 Participants and design

The initial study involved 141 students of Wageningen University in the Nethel2ddsspondents

per conditon at least due to conveniencesasons However, six participants were excluded, one
respondent was removed, because of choosing three coffee packages in the Virtual Supermarket and
the other five were removed, because of missing data. Thus, the final sample consisted of 135
WageningerUniversity students. n one weekso time 38 male and 97
in the research, which was conducted in Sife Raorthe Leeuwenborch buildingf Wageningen
University. The experiment waaddressed to both Dutch and internationadlestts. The majority of
participants were from the Netherlands (84), Greece (14), Germany (6) and China (5). The rest of the
respondents were from all over the woilthe age of participants ranged between 18 and 36 years old.

In order to attract students the experiment, flyers were distributed in the premisesefiwenborch

as well as three big posters were placed to advertise it. As a reward, every participant received a

chocolate bar in the end of the experiment

A three (three levels of sale pronwt: none, price discount, extra product) by two (two levels of
feature and display promotion: yes or no) between subjects design is used to conduct the research. Six
conditions are identified in order to research the effect of the two typesesf gromtons (price
promotionsandfeature ad displaypromotion3. Following Table 2 indicates an overview of thix

conditions that will be used to test the hypotheses.

Table2. Six conditions of sales promotions

Types ofsalespromotions

No discounti
feature/display promotion
No discounti no
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feature/display promotion
Price Discounti
feature/display promotion
Price Discounti no
feature/display promotion
Extra product i
feature/display promotion
Extra product i no
feature/display promotion

The product that wereused for the experimeare: aFair tradefilter coffee(Price: 7.65 eurojFigure

2), and three conventional filter coffees, Douwe Egberts (Price: 4.99 euro) van Nelle (Price: 4.98 euro)

and Kanis Gunnink3.99 euro) (Figures 3, 4 and 5 respectiveRbis product washosen, because
consumers havsufficient familiarity with itin their regular shopping and different types of sales
discounts carbe applied to itTo examine the effect of sales promotian®# consumser s pu
intention, product choiceperceived quality, perceiveealue for money and willingness to pay the

whole price towards Fair trade products, Virtual Supermarket was used to conduct the exp&gment.
manipulation three pictures whishhow f110% di scount, buy one and ge
wereused o attract consumer s 0. Vatuat Sapetmarkenwasadesigned byad t h
the company Green Dino and.Ericavan Herperand it is a new tool to simulate shopgiin a
supermarketVirtual Supermarket was used to conduct the experiment, because first shopping task is

becoming very realistic and second the cost of creating auparmarket is being avoided.

Figure4. Fair trade coffee

(7.65 euro) Figure3. Kanis Figure2. van Nelle
(4.98 airo)

Figure5. Douwe

Egberts (4.99 euro) Gunnink (3.99 euro)

DOUWE
EGBERTS
e

EG

Voo |
gupsP |
|

Aroma Rood

(BNELFILTERMALING

3.2.Procedure
Before the experiment begins, participants were asked to read a text in which it is explained that the

answers will remain anonymous and that the research is conducted to get more insight in the
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evaluation of products by people. Later antlie beginningf the experiment, every participant was

given a piece of text in which it was described that he/she wanted to go to the supermarket to purchase
apack ofcoffee. It was asked to imagine that he/she was the person who was going to the supermarket
to purchae the coffee. Then, participants used the Virtual Supermarket. Participants were randomly
assigned to different conditions. The conditions wsise The participants were exposed to one
supermarket aisle which contains different brands of conventfdteal coffee and Fair tradélter

coffee with different types of sales promotiomsl dhey were asked to look at them carefully and then
choose oneAfter having looked carefully at theoffee products andhaving chosen ongethey were

given a questionnaireo answer. The questionnaire contained questions about purchase intention,
perceived quality, perceived value for money, willingness to pay the whole price, ethical orientation,
realistic choice and manipulation checks. In the end of the questiangaigtions about sty
program, age, gender, nationality, guessing the aim of resaacchomments weralso asked. The
duration of the questionnaire was approximately 15 mindtesa reward tgarticipants a chocolate

bar was given.

3.3.Measures
Thedependent variables of this reseanare operationalized as follows.

3.3.1. Purchase intention
A seven item Likert scale is used to measure purchase intention. With purchase intention | want to

measure the likelihood of consumers that they will buy a produgt ahe knowledgeable of. The
guestions are based on the research of Dodds, Monroe and Grewal in 1991 and they are presented in
the Marketing Scales Handbo@&runer et al., 2005T he scal e was reliabl e wit

1 If  were going to buy a coffe the probability of buying this Fair trade coffee is:
(1= very low, é, 7= very high)
1 The likelihood of purchasing this Fair trade coffee is:
(1= very low, é, 7= very high)
1 The probability that | would consider buying this Fair trade coffee is:
(1= very low é , verysigh
1 My willingness to buy this Fair trade coffee is:
(1= veryvdrychighyé, 7=

3.3.2. Perceived quality
A seven item Likert scale is used to measure perceived quality. With perceived quality | want to

measure the perception of quality that astomer has about a product he is knowledgeabl&haf.

20



guestions arebased on the research 8prott and Shimp in 2004The scale was reliable with
Cronba@d8vdos a-=

9 All things considered, | would say this Fair trade coffee has:
(1=poor overallqu a | i t yexcéllent overall gality)

1 This Fair trade coffee has:
(I=verypoor@ a | i t yery@qod guality)

9 Overall, this Fair trade coffee is:

(1=po o r , éxcelent)

3.3.3. Perceived value for money
A seven item Likert scale issad to measure perceivedlue. With perceived valuewantto measure

the degree to which one evaluates the price of the purchased product as being relative to the quality of

that productThe questions arbased on the research@fewal, Monroe and Kristan in 1998.The

scalewas reliable W89t h Cronbachoés a-=

1 If I bought this Fair trade coffee, | feel | would be getting my ménayorth

(1= strongly disagree, é, 7= strongly agree)

91 Ifeel that | am getting a good quality Fair trade coffee for a reasonable price
(1=stronglydi sagree, €, 7= strongly agree)

9 If I acquired this Fair trade coffee, | think | would be getting goalder for the money | spend:

(1= strongly disagree, é, 7= strongly agree)
T I think that given t hisgoodivaue forthemendye cof f eed s
(1= strongly disagree, é, 7= strongly agree)

1 Compared to the maximum price | would be willing to pay for this Fair trade coffesata

price conveys good value:

(1= strongly disagree, é, 7= strongly agree)

3.3.4. Willingness to pay the full price
A seven point Likert scale is usemrheasure willingness to pay the full prid®ith willingness to pay

the full price | want to measure the degree to which consumers are willing to buy the same product,

that was on discount before, @s full price, after the end of the price promotiorhe scale was
reliabl e wi®©08l Cronbachos a-=
1 The likelihood of purchasing this Fair trade coffee at its full price is:
(1= very low,é, 7= very high)
1 The probability that | would consider buying thigiRrade coffee at its full price is:

1= very Veghghée, 7=
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1 My willingness to buy this Fair trade coffee at its full price is:
(1= veryvdrydhighye, 7=

3.3.5. Ethical orientation
A seven item Likert scale igsed to measure ethical orientati®dith ethical orientation | want to

measure the degree to whicho n s u me r s 6 patternssreflectheiri ethinal valuesEthical
valuesinclude a big range of ethical issues, such as social welfare, ethical corporate processes and
environmental concerr(&im et al., 201(. The following questions are based on researdfirof Lee

and Park (2010 he scal e was rel Dbl e with Cronbachoés a-=

1 1am conerned about social welfarghen making purchase decisions

(1= not at al | concerned, é, 7= very much conc
1 lamconcerned b o ut companies6 et hical act when maki
(1= not at ,&%JerymuwMmconearned d , é

1 1am concerned abbthe environmenivhen making purchase decisions

(1= not at ,&%Jerymuwmconearned d , é

3.3.6. Realistic choice
A seven item Likert scale is used to measure ho

Supermarket. The following questionsll be used to measure ifThe scale was reliable with
Cronba@8vbs a-=

1 Shopping in the virtual supermarket is realistic:
(1= Str ongl y7=S8tiomly agree) e , € ,

1 Shopping in the virtual supermarket is much like shopping in a real supermarket:
(1=Sr ongl y d v7=sSaogglyagree)é ,

The questionnaire can be found in Appendix A.
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Chapter 4
4. Results

4.1. Factor Analysis

First of all, before starting making the analysis, an exploratory factor analysis wastednduarder

to ensure that thguestions asked in the questionnaire relate to the construct that | intended to measure
andto explain the variance in the observed variables in terms of underlying latent Eagitmratory

factor analysis was used, because of the facbghabnducti it theinvestigator has no expectations

of the number or nature tifie variableslt was conducted in order to have a general idea about how

variables load on each component.

The factor analysis was conducted on the 20 items with orthogonal rotatiomaja This is because

it was assumed that the factors were independérg. KaisefMeyer-Olkin measure verified the

sampling adequacy for the analysis, KMO=0.874 (gred)ar t | et t 0s test of
x?(190)=2062.490,p<0.001, indicated thatorrelations between items were sufficiently large for

principal component analysié\n amalysis wasrun to obtain the eigenvaluésr each component of

the data. Sixc omponents had eigenval ues o0wneaombitatoe Kai s:
explained81.95%% of the varianceT a ki ng i nt o account talkodookihgats er 6 s
the screglot and the inflexion point six components were finally retaiftédld, 2009.

Table3. Factor loadings after varimax rotation

Component
1 2 3 4 5 6
Perceived | Purchase | Willingness Ethical Perceived | Realistic
value for | intention to pay the | orientation | quality choice
money full price

10) If I acquired this Fair trade coffee, | think 0.893
would be getting god value for the money |
spend:

11) | think that given this Fair trade coffee's 0.866
features, it is good value for the money:

9) If | purchased this Fair trade coffee, | feel 0.853
that | am getting aapd quality Fair trade
coffee for a reasonable price:

8) If | bought this Fair trade coffee, | feel | 0.786
would be getting my money's worth:

4) My willingness to buy this Fair trade coffee 0.785
is:

! Apart from exploratory factor analysis, there is also a confirmatory factor analysis. However, this type of factor
analysis is used to test a hypothesized factor structure (based on theoretical arguments and previous research)
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1) If | were going to buy a coffee, the 0.770
probability of buying this Fair Trade coffee is

3) The probability that | would consider buyin 0.757
this Fair trade coffee is:
2) The likelihood of purchasing this Fair trade 0.746
coffee is:
14) The probability that | would consider 0.408 0.786
buying this Fair trade coffee at its full price is
13) The likelihood of purchasing this Fair trad 0.740
coffee at its full price is:
15) My willingness to buy this Fair trade coffe 0.418 0.722

at its full price is:

12) Compared to the maximum price | would  0.513 0.629
be willing to payfor this Fair trade coffee, the
sale price conveys good value:

17) | am concerned about companies' ethical 0.852
when making purchase decisions:

18) | am concerned about the environment 0.837
when making purchase decisions:

16) | am concerned about social welfare whe 0.403 0.801
making purchase decisions:

5) All things considered, | would say this Fair 0.892
trade coffee has:

6) This Fair trade coffee has: 0.865

7) Overall, this Fair trade coffee is: 0.852

20) Shopping in the virtual supermarket is 0.944
much like shopping in a real supermarket:

19) Shopping in the virtual supermarket is 0.930
realistic:

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 7 iterations.

Therefore, by looking at table 3 above, it can be concludedribstt of the quesiins are forming the
scales thahavebeenalready mentioneth the methodologyapter. The fact that there ajeestions

that load on twacomponentsis because theecond and third variablare quite similar(purchase
intention and wilingness to pay the full price). The majority of thivads on two componentwith

lesser loading$or the scale that they are not part ldbwever, the only case that a question loads on
two components, but with higher loading for the scale is not part of is question 12. For this reason, in

order to solve this issuend to gain more specific idea abdlis issue a confirmatory factor analysis
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will be conducted in order to see, if questions that were loaded in compondpeaved value for

money)in the exploratory analysis will load again in one component.

Table4. Corrdation Matrix

8) If | bought 9) If I 10) If | 11) I think 12)
this Fair purchased acquired this | that given this | Compared to
trade coffee, | this Fair Fair trade Fair trade the maximum
feel | would trade coffee, | | coffee, | think coffee's price | would
be getting my | feel that | am | would be features, it is be willing to
money's getting a good | getting good good value pay for this
worth; quality Fair value for the for the Fair trade
trade coffee money | money: coffee, the
for a spend: saleprice
reasonable conveys good
price: value:
8) If | bought 1.000
this Fair trade
coffee, | feel |
would be
getting my
money's
worth:
9) If | 0.713 1.000
purchased this
Fair trade
coffee, | feel
that | am
getting a god
quality Fair
trade coffee
fora
reasonable
price:
10) If | 0.729 0.791 1.000
acquired this
Fair trade
coffee, | think
| would be
getting gad
value for the
money |
spend:
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11) | think that 0.666 0.748 0.800 1.000
given this Fair
trade coffee's
features, it is
good value for
the money:

12) Compared 0422 0.528 0.550 0.466 1.000
to the
maximum
price | would
be willing to
pay for this
Fair trade
coffee, the sale
price conveys

good value:

Determinant = @34> 0.00001
PearsorCorrelation is significant at the 0.01 leveltéiled)

As we can see in the above table 4, all the variables correlate fairly well. All the correlations are
greater than 0.3 and smaller than 0.9. Also, the determinant is higher than rRI6RNHR2009)

The factor analysis was conducted on the 5 items evitiogonal rotation (varimax). This is because

it was assumed that the factors were independent. The Héesenr-Olkin measure verified the
sampling adequacy for the analysi s, 1B)Ma5263, 87 4
p<0.001, indiated that correlations between items were sufficiently large for principal component
analysis. An aralysis wasrun to obtain the eigenvaluger each component of the data. One
component had eigenval ues iovombinatiorhgplained71.98%rof6é s cr

(

t

thevarianceTa ki ng i nt o account talodookihg at the scigmot amdrthet er i o n

inflexion point one component was finally retain&deld, 2009.

Table5. Component matrix

Component

1

Perceived value for mone

10) If I acquired this Fair trade coffee, | think | would be gettingdyealue for 0.923
the money | spend:

9) If | purchased this Fair trade coffee, | feel that | am gettingoal guality Fair 0.902
trade coffee for a reasonalpece:

11) | think that given this Fair trade coffee's features, it is good value for th 0.880
money:
8) If | bought this Fair trade coffee, | feel | would be getting my money's wor, 0.841
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12) Compared to the maximum price | would be willingpty for this Rir trade 0.673

coffee, the sale price conveys good value:

Extraction Method: Principal Component Analysis.

1 component extracted.

As it can be seen in table 5 above, all the factor loadings are higher than 0.4 and all the questions are
forming tehees valde vialP u eas rheotionedno chapterd3 (Methadolo@yield,
2009)

4.2.Reliability of constructs
First of all, the measurement propertieens assessed to verify that theales were reliabl&he six
latent variables,i Pur c has e I ntenti ona@pPerficPecirvceed v &adl uQual o
AWillingness to pay the full priceo, AEthical Ol
4-item, 3-item, 5item, 3item, 3item and Zitem scale respdeely. To check forreliability of all the
constructsCr o n b a ¢ hvies caldulatpdifar each of the signstructs independentiyihe esults
are shown in théollowing Table 6. All scaleswere reliable because all of therare bigger than 0.7
(acceptable level)field, 2209).

Table6. Reliability of constructs

Constructs Number of items Reliability Level
Purchase intention 4 0.92 Excellent
Perceived quality 3 0.87 Good
Perceived value for 5 0.89 Good

money
Willingness to pay the 3 0.91 Excellent
full price
Ethical Orientation 3 0.89 Good
Realistic choice 2 0.87 Good
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4.3.Descriptive Statistics and C orrelations

Table7 presents the correlations among the dependent and independent variables. It can be seen which
variables were correlated positively and significantly, as well as which variables were not correlated

significantly with each other.

Table7. Correlations among the variables

Purchase | Perceived | Perceived | Willingness Ethical Realistic
Intention quality value for to pay the | Orientation choice
money full price

Purchase 1

Intention

Perceived 0.353% 1

quality

Perceived | g gggm | 0344% 1

value for

money

Willingness | g 7034« | g310% | 0519+ 1

to pay the

full price

Ethical | ge50+ | 0272% | 0251 | 0549+ 1

orientation

Realistic | 0058 | 0113 | -0010 0.037 0.040 !

choice

** PearsorCorrelation is significant at the 0.01 ley#itailed)

Table 8lists the mean valueand standard deviationsf purchase intention, perceived quality,

perceived value for money, willingness to pay the full price, ethical orientation and realistic choice for

the Fair trade coffee.

Table8. Descriptive statistics

Mean Standard Deviation

Purchase intention 4.24 1.57

Perceived quality 5.28 0.79

Perceived value for 4.54 1.11
money

Willingness to pay the 3.08 1.54
full price

Ethical orientation 4.46 1.27

Realistic choice 4.22 1.43
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4.4.Manipulation Checks
In order to start data analysis it was important to find out whether our manipsilat@asuccessful.
In order to erform a manipulation check, a Crosstabs and Shuareanalysis wereperformed
According to the resultst has been shown that there was a significant effect of the manipulations
manipulation check variablée®(2)=37.134p<0.05 and ¢°(1)=5.22Q p<0.05.

Table9. Type of price promotion* Was the fairade prodict on discount2Crosstabulation

Was the Fair trade coffee Total
Was the fair trade
product on discount?

Price No Yes
Promotions None Count 27 4 31
Expected Count 13.6 17.4 31.0
% within price discounts 87.1% 12.9% 100%
extra product promotions
% within 21)Was the Fair 62.8% 7.3% 31.6%

trade coffee on discount in
the virtual supermarket

% of total 27.6% 4.1% 31.6%
Std. Residual 3.6 -3.2
Price discount Count 5 30 35
Expected Count 15.4 19.6 35.0
% within price discounts 14.3% 85.7% 100%
extra product promotions
% within 21) Was the Fair 11.6% 54.5% 35.7%

trade coffee on discount in
the virtual supermarket

% of total 5.1% 30.6% 35.7%
Std. Residual -2.6 2.3
Extra product Count 11 21 32
Expected Count 14.0 18.0 32.0
% within pricediscounts 34.4% 65.6% 100%
extra product promotions
% within 21) Was the Fair 25.6% 38.2% 32.7%

trade coffee on discount in
the virtual supermarket

% of total 11.2% 21.4% 32.7%
Std. Residual -0.8 0.7
Total Count 43 55 98
Expected Count 43.0 55.0 98.0
% within price discounts 43.9% 56.1% 100%
extra product promotions
% within 21) Was the Fair 100% 100% 100%

trade coffee on discount in
the virtual supermarket
% of total 43.9% 56.1% 100%

In table 9above, it can be seen that in total 43 respondents (43.9%) answered that the fair trade coffee
was not on discount and 55 respondents (56.1%) that it was on discount. In the first case that there was
no discount, 27 respondents (87.1%) answered thatih&dde coffee was not on discount. In the

second case that the fair trade coffee was offered with price discount, 30 respondents (85.7%)
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answered that the fair trade coffee was offered on discount. Finally, in the last case that the fair trade
coffee wa offered again on discount (that time with an extra product), 21 respondents (65.6%)
answered that the fair trade coffee was offered on discount.

Tablel0. Fair trade banner* Was the fair trade coffee highlighted with a fair tradanner? Crosstabulation

Was the fair trade coffee Total
highlighted with a Fair
trade banner?

Feature and No Yes
display No banner Count 21 27 48
promotion Expected Count 15.5 32.5 48.0
% within feature and 43.8% 56.3% 100%
display promotions
% within 22 Was the Fair 61.8% 38.0% 45.7%

trade coffee highlighted witt
a fair trade banner?

% of total 20.0% 25.7% 45.7%
Std. Residual 1.4 -1.0
Banner Count 13 44 57
Expected Count 18.5 38.5 57.0
% within feature and 22.8% 77.2% 100%
displaypromotions
% within 22 Was the Fair 38.2% 62.0% 54.3%

trade coffee highlighted witt
a fair trade banner?

% of total 12.4% 41.9% 54.3%
Std. Residual -1.3 0.9
Total Count 34 71 105
Expected Count 34.0 71.0 105.0
% within feature and 32.4% 67.6% 100%
display promotions
% within 22 Was the Fair 100% 100% 100%

trade coffee highlighted wit!
a fair trade banner?
% of total 32.4% 67.6% 100%

In table 10above, it can be seen that 34 respondents (32.4%) answered the fair trade banner was not
highlighted with a fair trade banner and 71 respondents (67.6%) that it was highlighted with fair trade
banner. Specifically, in the first case that the fair tradéeeowvas not highlighted with a fair trade
banner, 21 respondents (43.8%) answered that the fair trade coffee was not highlighted with fair trade
banner. In the second case that the fair trade banner was highlighted with fair trade banner, 44
respondentsr(7.2%) answered that the fair trade coffee was highlighted with fair trade banner.

Therefore,by taking into consideration the results of the -CBquare test and the crosstabulation
checks, it can be concluded that the one hanthe price promotionmanipulationsg(price discount

and extra productjvere successfulbecause in all the three levels the respondents did show the
manipulation and answered correcfin the other hand, as it can be seen in table 10, the fair trade

banner manipulation did netork properly. As it was described above, in the case that there was no
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fair trade banner, 27 out of 48 respondents answered that there was a fair trade banner, number which
is bigger from the number of the respondents who correctly answered that tinerdasner (21
respondents). Therefore, these lead us to the conclusion that the price promotion manipulation was
successful, but the fair trade banner manipulation was not successful. Reasons for why it did not work
as intendedwill be explained in chapte5, both in theoretical implications and limitations of the

research.

Moreover, we also conducted an ANOVA analysis in order to check if all conditions were seen as
equally realistic. T results showed no significargsults,when thee was only one typef sales
promotion (either price promotioiiprice discount, extra producbr feature and displaypice
promotiond2,139= 0.312,p= 0.733,Mpp=4.347, Mp=4.114, Mone4.188and i trade banndi1,133= 0.782,

p= 0.378, Mpamer4.109, Mo naner4.323 whereas when there was an interaction effect of price
promotions and feature and display promotions, there were significant re3putsifically, Fyice
promotions*fair trade bann63,130)=  3.801,p<0.05%, Mepgpp=3.762, Mpager=4.273, Msgnone4.292
Mnogannee.ro=4.932, Miosanneser=3.958 Mniogannegnone=4.083

4.5.Main effects of sales promotions on purchase intention, perceived
quality, perceived value and willingness to pay the full price and

interaction effects with ethical orientation
ANOVA proceduresvereused to tesall the hypothesesPrice promotionsNo price discount Price
discounti Extra product) and feature and display promotions (Baifin®&to banner) were the
independent variables and purchase intention, perceived quality, perceived oralmerfey and
willingness to pay the full price were the dependent variables. Ethical orieraatiorealistic choice

weretreated as covariate

Price promotions were coded as follows: 0 for no price promotion, 1 for price discount and 2 for extra
produd. Accordingly, feature and display promotions were coded as: 0 for no fair trade banner and 1

for fair trade banner.

H,and H: We expected that price discoumisd extra product promotiomgould be positively related

to purchase intention of Fair Trade products. Howepgce promotionsrice discountsand extra

producJdi d not significantly affect cons&E@®MEBd=s>d purc
0.219, p=0.803 Mpp=4.074, Mg=4.379, Mone4.219 (Table 11). Therefore, hypothesis 2 and
hypothesis &vere not supported

2 Because of the fact thathile conducting an ANOVA analysis in order to check if all conditions were seen as
equally realistic, we found a significant interaction effect of price promotions and feature and display promotions,
we will include realistic choiceariableas a covaria in the main analysis.
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Hi: It was expected that feature and display promotions would be positively related to purchase
intention of Fair trade products. In contrast to this expectateature and display promotions did not
significantly influence purchase intentioof Fair trade products, F(1,183 0.002, p= 0.969
Mge=4.210, Miobamer4.239(Tablel11). Thus, hypothesis 11 wamt supported

Tablell. Tests of BetweerSubjects Effects (Purchase intention)

Dependent Variable: Purchase Intention
df Mean square F Significance
Price promotion 2 0328 0.219 0.803
(X1)
Feature and 1 0.002 0.002 0.969
display
promotion (X2)
X1*X2 2 0.930 0622 0539
Ethical 1 126119 84387 0.000
Orientation
Realistic choice 1 1.920 1.285 0.259
X1*Ethical 2 0.486 0.325 0.723
Orientation
X2*Ethical 1 0.023 0.015 0.901
Orientation
X1*X2*Ethical 2 0.907 0.607 0547
Orientation

R Squared = 031

Hs; and H: We expected that price discounts wouldniegatively related to perceived qualif Fair

Trade producta nd t hat extra product promotions woul d
quality of Fair trade productslowever, bothprice promotionsyice discounts and extra prodyictid

not show any significant resuith influencing perceived qualityf Fair trade products, F(2,1822.214,

p=0.114, Mpp=5.304, M:p=5.189, Mone=5.307 (Table12). Theefore,hypothesis 3vas not supported

and hypothesis Was confirmed

Hio It was expected that feature and display promotions would be positively related to perceived
quality of Fair trade products. Nevertheless, ANOVA indicated no significant result of feature and
display promotions on perceived qualdfyFair trade products, F(1,133.071,p=0.791,M=5.197,

Mo banner=2.336 (Table12). Thus, hypothesis 10 was not supported
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Tablel2. Test of BetweerSubjects Effects (Perceived quality)

Dependent Variable: Perceived quality
df Mean square F Significance
Price promotion 2 1.324 2214 0.114
(X1)
Feature and 1 0.042 0.071 0.791
display
promotion (X2)
X1*X2 2 0.480 0.802 0451
Ethical 1 7.206 12048 0.001
Orientation
Realistic Choice 1 1566 2.618 0.108
X1*Ethical 2 1.180 1.973 0.143
Orientation
X2*Ethical 1 0.019 0.032 0.858
Orientation
X1*X2*Ethical 2 0.359 0.601 0.550
Orientation

R Squared = 0.128

H; and H: We expected that price discouarsd extra product promotiomgould bepositively related
to perceived value fanoneyof Fair Trade product$lowever, bottprice promotionsgfice discounts
and extra produtdid notshow any significant main effeck(2,132= 0.9%, p=0.373,Mpp=4.387,
Mes=4.484, Mon=4.698(Table13). Therefore, hypothesis and hypothesis 5 wenat supported

Ho: We expected that feature and display promotions would be positively related to perceived value
for money of Fair trade products. However, contrary to our expectations, feature and display
promotions are not related significantly torgmived value for money, F(1,1830.715,p= 0.399,
Meg=4.485 Mno bamer4.561(Table13). Therefore hypothesis 9 waalsonot supported

Tablel3. Tests of BetweefrSubjects Effects (Perceived value for money)

Dependent Variable:Perceived value for money
df Mean square F Significance
Price promotion 2 1207 0995 0373
(X1)
Beailretans 1 0.867 0715 0399
display
promotion (X2)
X2 2 0273 0226 0.798
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Ethical 1 9869 8.142 0.005
Orientation
Realistic Choice 1 0.050 0.041 0.839
X1*Ethical 2 1591 1312 0273
Orientation
X2*Ethical 1 1.191 0983 0.324
Orientation
X1*X2*Ethical 2 0.380 0.314 0.731
Orientation

R Squared =0.112

H, and H: We expected that price discounts wouldhegatively related to willingness to ptye full

price of Fair Trade productand t hat extra product promotions wi
willingness to pay the full price of Fair trade produdt®wever, bothprice promotions frice

discounts and extra prodyclid notshow any signitant resultsF(2,132= 0.455,p=0.635 Mpp=2.83,

Mes=2.969, Mon=3.426 (Table14). Theefore, hypothesis 4vas not supportednd hypothesis 8 was

confirmed

Tablel4. Tests of BetweerSubjects Effects (Willingness to pay the fpiice)

Dependent Variable: Willingness to pay the full price
df Mean square F Significance
Price promotion 2 0.751 0455 0.635
(X1)

Ethical 1 85393 51489 0.000
Orientation

Realistic Choice 1 0724 0436 0510

X1*Ethical 2 2.191 1327 0.269
Orientation

R Squared = 0.362

H> We expected that feature and di splay promot.
perceived value for money and b) purchase intention of Fair trade products, if it was combined with a
price discount. However, ANOVA results indicated no digant results of the interaction effects of

feature and display promotion and price discounappeceived value for money (F(2,183.226

P=0.798 Megepp=4.305 Mepger4.459 Meggnone4.692 Myoganneero=4.469  Mnogannee.er=4.509
Mnogannegnone=4.709 and on b) purchase intention H2,133=0.622 p= 0.539, Mszgpp=4.038
Megeer4.526, Mrggnone4.066, Mosannesro=4,111, Mnoganneeer~4.233 Mnoganneg.none=4.373). Thus,
hypothesis 12 was not support&ee tabled1and13.

Furthermore, the interactiagerm was not significant in all three ANOVAs. Specifically:
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H.3 We were expecting that the effect of extra product promotions and feature and display promotions
on purchase intention, perceived quality and perceived value for money of Fair trade pradldts

be weaker for high ethical oriented consumers than low ethical oriented consumers. However, it was
shown no significant interaction effect. High ethical oriented consumers did not show weakened
purchase intention(Fprice promotions*eth.of2,132=0.325, p=0.723 and Featuresdisplageth.or(1,133=0.015,
p=0.901) perceived quality  (Fprice promotions*Eth.of2,132=1.973, p=0.143 and
Freatureadisplayeth.or(1,133=0.032, p=0.858) and perceived value for money  (Fice
promotions*Eth.of2,132=1.312, p=0.273 and Feawreedisplayeth.or(1,133=0.983 p=0.324) towards Fair trade
products, when they were exposed to extra product and feature and display proritigoefre,
hypothesis 13vas not supportedee tabledl, 12 and13.

Hi4a It was expected that the effect of price discounts on purchase intentions, perceived value for
money and willingness to pay the full price of Fair trade products would be weaker for high ethical
oriented consumers. Nevertheless, the ANOVA analysis adsceited no significant interaction effect.
Thus, hgh ethical oriented consumers did not show weakened purchase intefiQa (
promotions*Eth.of2,132=0.325, p=0.723, perceivedvalue for money(Fprice promotionseth.of2,132=1.312,
p=0.273 andwillingness to pay the full pric€Fyice gpromotions*etn.of2,1329=1.327,p=0.269 towards

Fair trade products, when they were exposeprice discountsTherefore hypothesis 14a was also

not supportedSee tabled1, 13 and14.

Hie: It was expectedhat the effect of price discounts on perceived quality of Fair trade products
would be greater for high ethical oriented consumers than low ethical oriented consumers. However, it
was shown no significant interaction effect. Thughhethical orientedconsumers did not show
greaterperceived quality(Fyrice promotions*eth.of2,139=1.973 p=0.143 towards Fair trade products,

when they were exposedpace discountsTherefore, hypothesis 14bnot supportedSee tabld2.

4.6.Main and interaction effects of sales promotions on product choice

We also examined the effects of sale promotions on product choicelagistic regressionProduct
choice is a nofontinuousvariable that is whyogistic regression analysis wased. We have two
product categories, Fair trade coffee and conventional coffee, so binary logistic regression will be
applied.In total, 890f the respondents chose conventional coffee anadfdthemchose Fair trade

coffee.

The dependent variabigrodict choice was coded as 0 for conventional coffee and 1 for Fair trade
coffee. For the independent variable price promotiongh 3 categories/levelswe useddummy

variables coded as O for the reference group (no price discount/no extra product) @nfibriprice
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discount and 4 for extra productThe other independent varialflsature and display promotions

(with 2 levels)were used as (ho fair trade bannegnd 1(fair trade banner)

H,and H: We expected that price discounts and extra product promotions would be positively related
to purchase behavior (product choice) of Fair Trade products. Howawvethe one handprice
discounts did not significantly affet C 0 NS Ume behadvioumfuRaic thadespeoductsBg;=
0.460(positive effect) p>0.05, but on the other haneiktra product promotions are positively related

to purchasdehaviourBy,=1.390 (positiveeffect), p<0.05. See table5l Therefore hypothess 2was

not supporteéndhypothesi$ wassupported

Hip: It was expected that feature and display promotions would be positively related to purchase
behavior (product choice) of Fair trade products. In contrast to this expectation, feature and display
promotions did not signifiagtly influence purchase intention of Fair trade products=8092,

p>0.05 (Table &). Thus, hypothesis 11 was not supported

Hi: We expected that feature and display promotion would be more strongly related to b) purchase
behaviar (product choice) of Fair trade products, if it was combined with a price discount. However,
logistic results indicated no significant results of the interaction effects of feature and display
promotion and price discount on p)irchaseébehaviour(Breaturedisplay-ro=1.893,p>0.05. See table 16

Thus,hypothesis 12 was also not supported

H.3 We were expecting that the effect of extra product promotions and feature and display promotions
on purchasebehaviar (product choice)of Fair trade products would be weaker for high ethical
oriented consumers than low ethical oriented consurmetsed the effect of extra product promotions

and ethical orientatioon purchasebehaviar of Fair trade productsvas significant but in the
different direction.Specifically, high ethical orientated consumeaespondedositively to Fair trade
products, when an extra product promotion was offered to, tfi&mey 0,=1.770,p<0.05. However,

the effect of feature and display promotiamd ethical orientationn purchase behaviof Fair trade
productswas not significant (Batwreadisplayeth.or=-0.534, p>0.05). Therefore,hypothesis 13s partly
confirmed See table 16

Hi4a It was expected that the effect of pritiecounts on purasebehaviour(product choicepf Fair
trade products would be weaker for high ethical oriented consunmelsed logistic regression
indicated significant interaction effediut again in the different direction. To make it more precise,
the effect ofprice discounts on product choice was stronger for high ethical oriented consiBggrs,

eth.or=0.759,p<0.05).Therefore, hypothesis 14a weanfirmed See table 16
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Tablel5. Variables in the equation (Main effects)

B S.E. Wald df Sig. Exp(B)

dl 0.460 0.528 0.756 1 0.384 1583

d2 1.390 0472 8.664 1 0.003 4015

X2 -0.111 0.404 0.075 1 0.784 0.895

Ethical 0.537 0.178 9.076 1 0.003 1711

orientation

Realistic -0.054 0.141 0.145 1 0.704 0.948
choice

Constant -3.689 1152 10258 1 0.001 0.025

Tablel6. Variables in the equation

B (SE) Wald df Significance | Exp(B)
Constant 6.877 | 3034 | 1 0.082 0.001
(3.948)
d1 4.641 1569 | 1 0.210 103.685
(3.705)
d2 3005 | 1991 | 1 0.158 0.045
(2.194)
X2 0.092 0001 | 1 0.969 1.097
(2.390)
d1*x2 1.893 2230 | 1 0.135 6.640
(1.268)
d2*x2 1.563 2326 | 1 0.127 4.774
(1.025)
Ethical orientation | g 577 0806 | 1 0.369 1.967
(0.753)
X2*ethical 0534 | 1783 | 1 0.182 0.586
orientation (0.400)
d1*Ethical 0.759 | 4251 | 1 0039 2137
orientation (0.368)
d2*ethical 1.770 7367 | 1 0.007 5.872
orientation (0.652)
X2*d1*ethical 25.460 | 0000 | 1 0996 0.000
orientation (5290.437)
d1*d2*Ethical -1.609 | 4630 | 1 0031 0.200
orientation (0.748




The-2 Log Likelihood statistic i437.309.This statistic measures how poorly thedel predicts the

decisionsthe smallethe statisticthe better the modeThe Cox& Snell R Square is 0.234 and can be

interpreted like Rin multiple regression, but cannot reach a maximum value ofirllf the

Nagelkerke R Square is 0.323 and can reach a maximum valy&eiehsch, 2011)

Following a table with an overview of the hypotheses and whether they are suppomed is

provided. See tablerl

Tablel7. Overviewof hypotheses

Hypotheses

Supported or not

Hi:

perceived value for money of Fair trade produc

Price discounts are positively related

Not supported

H.:
purchase intention anbdehaviourof Fair trade

Price discounts are positively related

products

Not supported

H3:
consumers' perceived quality of Fair

Price discounts are negatively related
tre

products

Not supported

Hy:

consumer s o

Price discounts are negatively related
willingnes

Fair Trade products

Not supported

H5:
related to perceived value for money of Fair tr

Extra product promotions are positive

products

Not supported

H5:
related to purchase intention amghaviour of

Extra product promotions are positive

Fair trade products

Partly supported

H;: Extra product promotionkave no effect or
consumers' perceived quality of Fair tre

products

Supported

Hg: Extra product promotions have no effect
willingness to pay the full price of Fair trac

products

Supported

Ho: Feature and display promotioase positively

related to consumer 0 ¢

of Fair trade products

Not supported

H;o Feature and display promotions &

Not supported
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positively related to
of Fair trade products

H;;: Feature and display promotions
positively rel ated

intention andbehaviourof Fair trade product

Not supported

H.»: Feature and display promotion is mc
strongly related to ¢
for money and b) purchase intention &
behaviourof Fair trade products, if it is combine

with a price discount

Not supported

His The effect of extra product promotions a
feature and display promotions on purch
intentions andbehaviour perceived quality ant
perceived value for money of Fair trade prodt
will be weaker for high ethical oriente
consumers thalow ethical orieted consumers

Partly supported

Hi4a: The effect of price discounts on purchg
intentions andbehaviour perceived value fo
money and willingness to pay the full price
Fair trade products will be weaker for high ethi
oriented consumers than lowhaal oriented

consumers

Partly supported

Hi4 @ The effect of price discounts on perceiv
guality of Fair trade products will be greater |
high ethical oriented consumers than low eth

oriented consumers

Not supported
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Chapter 5

5. Conclusions and Discussion

In this chapter, the results will be interpreted and discussed (theoretical and managerial implications),

followed by limitations and recommendations for future research.

5.1.Conclusions

The aim of the current study was to exantiog consumers react when they are facing with different

types of sales promotions in Fair trade products and how these promotions affect their purchase
intention and behaviour, perceived quality and value for money as well as willingness to pay the full
price of the product, depending also on how much ethical oriented they are. Summing up the results,
contrary to our expectations, we did not find evidence for the main effect of price discounts, extra
product promotions and feature and display promotionsraachction effect of ethical orientation on
purchase intention, perceived quality, perceived value for money and willingness to pay the full price.
However, we found a significant interaction effect of price discoamtisethical orientatigrandextra

product promotionsand et hi c al orientation on consumersb

towards Fair trade products.

5.2.Discussion

5.2.1. Theoretical Implications
High ethical oriented peoplshowed stronggsurchase behaviour, when they were exposed to price
discounts, which wasontraryto our expectationsAccording to previous findings, consumers with
high ethical orientation are concerned about the welfare of other people and they are sensitive to other
peopl e imretae, @&LO) Therefore, we expéed that they buy Fair trade products, because
they feel that by paying the premium price, people in the developing world can have a better way of
living and quality of life(Doran, 2009) These findings lead us to the thought that high ethical oriented
consumers will not buy Fair trade products when they are on discasird way to oppose to the
decreased price of the fair trade product and as a consequence to the decreased phy
disadvantaged producefSurthermore, we also fod significant interaction effect of extra product
promotions and ethical orientation on purchase behaviour towards Fair trade pridduetger, again
it was in the different directionOn the same line, we were expecting thagh ethical oriented
consumes would haveveaker purchase behaviour towards Fair trade products, when an extra product
was offering to them in comparison lmwv ethical oriented consumens contrast, results indicated
that high ethical oriented consumers respond positively to féale fproducts, when they are offered

an extra product in comparison with middle ethical oriented people who are negatively influenced
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towards Fair trade products (they do not buy Fair trade products) when they are offered an extra
product promotionHoweve, ore possible explanation about shetwo effects, that hgh ethical
oriented peop indicated strongguurchase behaviour, when they were exposeatite promotions

(price discountsind extra product)s thatthey keepin mind, that even if supermatiseor farmersare

offering products on discount, they still have some gains or else they could not survive and this would
be unprofitably for themTherefore, again disadvantaged and poor producers can gain money. In
addition to that, studies indicated theompaniesuse price discountsto influencethe purchase
intention of consumer§Chang and Wildt, 1994and of course in order for consumers to become
familiar with new productsThis cannot only be proved profitable in the short term, but also in the
long term. T hu s , by taking into consideration that co
oriented consumers can show stronger purchase behaviour, because still by buying Faindrexde

on discounbr with extra product offeregroducersnay not be helped to the biggest extent, but they

know that producers can still have a margin, but lower.

The fact that we have not found significant effect of price discounts, extra praduobtpns and
feature and display promotions and interaction effect of ethical orientation on purchase intention,
perceived quality, perceived value for money and willingness to pay the full price can be explained.
First of all, as far as perceived valu® fmoneyand purchase intention agencerned, even if, it was
expected that consumers will think that this is a bargain and they will gain some money, if a
promotion is offered to them, it did not happen. As it will be also discussed in the limitatiotise f

case of price discounts, this might have happened, because of the fact that the discount was only 10%,
therefore consumers did not perceive it as a definite bargGaen with the price discountahFair

trade coffee was 1.86uro more expensive tmathe conventional coffedxtra product promotions

have not also managed to be perceived as a good baggam|f it represented 50% discount (as it
was buy one and get one frepjobably because studies showed that some consumers when they are
exposedo an extra product promotion, they might think that in the past the manufacturer has been
ripping them off(Ong et al., 1997)In addition to thatt should be also takeinto consideration that

for another amount oparticipants(even small), the oneshe do not buy coffee (13%)an extra
productmay have beennappealing tothem(Ong et al., 1997Moreover, the fadthat we did not find

any significant effect of price discounts and extra product promotions on purchase intention may lay to
the fact that price promotions might not strongly aftbet purchases dustainable productgierpen

et al., 2012) As far as feature and display protions are concerned, the main problem that might
have caused the neamatistically significant effects of them on purchase intention and behaviour,
perceived quality, perceived value for money and willingness to pay the full price is that the fair trade
banner manipulation did not work properly. There were a lot of participants that did not know or
understand what a fair trade banner is and some other were thinking that the fair trade banner was the

logo in the product package. In addition to thatSameider and Currim (1991stated feature and
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display promotions have a negative aspect and this has to do with the fact that they might not be

noticed in the supermarket from the consumers.

Furthermore, we did not have significant effects of price dissoontperceived quality of Fair trade
products. This might be, because consumers think that Fair trade products outweigh in quality
conventional products, so even if they are offered on discount, this does not affect their perceptions
aboutquality of FairTrade products. In addition, the fact that the experiment was conducted only with
students from Wageningamiversity might have also influenced the results of perceived quality. To
make it more precise, Wageningen university is known for the importaat@ittes to sustainable

food consumption. Therefore, participants may unconsciously get influenced and thus they may
perceive that even if Fair trade products are offered with discount, this has nothing to do with their
quality. On the other hand, we showlso keep in mind that Wageningen University attracts students
from all over the world, with different cultures and habits and therefore, a lot of particimants d

know anything or just littlehings about Fair trade products, so their response Iigfbe at random.

Finally, we found a significantnain effect of ethical orientationon purchase intentignperceived
quality, perceived value for money and willingness to pay the full griea if it was not part of our
model and testingThis means thapeople who are more ethical oriented, score higher on purchase
intention, perceived quality, perceived value for money and willingness to pay the full price of Fair
trade products

More reasons about why the hypotheses were not confirmed are alsdibeirgged in the limitations

part.

5.2.2. Managerial implications
As the results have showmigh ethical oriented consumenisoose more frequently Fair trade products
when these are offeredgith price discounts andespondpositivelyto Fair trade products whehey
are offered withextra product promotion3.herefore, thican be a competitive advantage to marketers
of Fair trade companies and supermarkets are selhg Fair tradeproducts Specifially, organised
campaigs which focusespecially on high ettal oriented consumermaybe will motivate, stimulate
and catch the attention of high ethical oriented consutoérg out Fair trade products. Furthermore,
it could be promising that marketing reseaittat all the Fair trade companies and supermariet
performing in order to see what consumers wand expegtshould focus not only othe current
characteristics, such age, gender, income, preferencét till now they have beeronsideringin
order to find out what consumers want, but also on other aspedtsharacteristics of consumers
such as ethical orientation, which mayveal new findings about tingoreferences and which reasons

stimulate them to buy a producin addition to that marketes of fair trade companies and
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organizatios could investin and promote fair trade knowledgsd generate new interest in their

products because léhg consumers know about new products and what they stand for is the first step

to attract new ensumersMoreover, based on the result that, high ethical oriented consumers respond
positively to fair trade products when they are offered with a price promotion, a marketing strategy
could focus on how to i ncr e a sngFat toadesprodoetsastbut et hi c a
not least, supermarkets can apply different types of sales prombobvomdime to timein Fair trade

products and just see how consumers will react to them.

5.2.3. Limitations of the study and future research
First of all, his research was conducted on preferences for coffee. Personal preferences are often a
primary factor in consumer decision makimy considering thathiere is a amount ofparticipants
that do not consume cofféie was asked if they usually buy coffeedathe amount of them who do
not buy coffee was 13%hey could not be excludedecause then we would not have equal number of
participants in every case and in some of them less than 20 partigipaaybe their answers about
Fair trade products are ne representativd herefore, in order to have greater reliability and external
validity, it is important that this study be replicated in different kind of products, both conventional
and Fair tradeOn the other hand, for consumers who drink coféelenitation of the study lays on the
fact thatthere was not a big variety to choose fr@pecifically,it was used only filter coffem order
for the respondents not to becocmnfusedbetween the Virtual Supermarket and the questionnaire
(the questionnadr includes questions about a specific Fair trade prddS8ete appendii). So, even
people who are used to drink coffee, they did not have the choice to pick a different kind of coffee,
such as coffee pad¥hus, apart from presenting different kind of products to respondents, a bigger

choice could also be of great importancéuituire replication of the study

Furthermore, it should also be taken into account that the study sample consisted of stedefot® th

the current findings might be different in another population with another age, income, education and
occupationThis is because; Fair trade coffee is more expensive than conventional coffee, so even if
students would like to purchase it, priceaiburderand this might have influenced their behavidur

is questionable, if highly ethical oriented students buy Fair trade proeitbis; because of lack of
money orlack of knowledgeabout new Fair trade products or even about Fair trade movement

what it stands forEven if they are concerned about the welfare of other disadvantaged people, they
may seek more for low price in foobh addition, a student sample from Wageningen University may
not be representative for the whole population, asvitel-known how much importance Wageningen
University gives on issues such as sustainable food consumplierfact that also the participants
were from all over the world, even if the majority weani the Netherlandsnighthave also played a

role inthe results. People from different countries, with different cultural background and habits may
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not be in the same way informed and familiar with Faiade productsFor this reason, it is
recommended that further research should change the targetagidegamine if sales promotions are
evaluated differently due to ethnic and cultural differer@&snger and GrewaR001) People with
different age, cultural and educational background, occupation and income have different views about
Fair tradeproducts. Especially, a nestudent population would be helpful in order to generalize the
findings.

Moreover, another limitation of this study is that it was used 10% discount in order to tempt
consumers and probably this discount was not enough totatrasumersvunger and Grewal (2001)
stated that there might be a minimum level which is necessary for consunoeder toperceive a
discount as promotional and to procesd fierefore further researcishould investigatevhat is the
cut-off which predisposes consumets buy a Fair trade produch. furtherresearchs needed to better
understandhe phenomenon across a broader rangdisaiount levelsas consumers might perceive
different costs benefits trade off

In addition this researclexamined the shoeterm effects of sales promotions on Fair trade products.
Thus, it might be promising to also examine in future research thedamgeffects of sales promotion
on Fair trade product# has been proved that when consumers are exposades promotions, their
behaviour might be different in the lotgrm than in the shoeterm(Alvarez and Casielles, 2005)

What is more, due to budget, space and time constraints the experiment was conducted in the Virtual
Supermarket, as it was niagalistic to set up a real supermarket. Therefore, participants did not have
the possibility to look at all the infmation that the package has as welltlzs back side of it.
Moreover,due to limitations ofhe Virtual Supermarket, it was not possiblerépresent the Fair trade
banner as it is presented in a real supermathang it, so the Fair trade banner was just a picture of
Fair Trade coffee ith the logo placed in a shelFurthermore, as far as the Fair trade banner is
concerned some studentsl shot know what a fair trade banner is and therefore they were guessing
that it is about the logo of the produé&tinally, it is also questionable whether participants looked
carefully at all the coffee brands, as it was asked from them to do, or fustgyut in their basket the
brand that they usually purcha3derefore, in future research the experiment could be conducted in a
real environment, by setting up a real supermaaketby using a different type of feature and display

promotion

Finally, it may also be worthwhile for future research to constder n s u imavidualsdifferences,
such as deal pronenessagsossible moderator of the effects of sales promotions in Fair trade products,
as this might provide practitioners and academics with additional insights into the pervasive

promotional strategies.
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Appendix A z Questionnaire

Instructions Experiment

This researchs commissioned by the MCB group of Wageningen Univerdite study $ about
peopl eds p.MThsatudy tonsisth af thoosing a product from a product range in the Virtual
Supermarket andfterwardsfill ing out a short questionnainline regardng the range of products
you have seen in the Virtual Supermarket and some general que$tiatink you for participating,

you receive anack

You are assigned a random number for this study and the data you provide are only stored under this
numbert o guarantee your anonymity. The data wil!/l
server Your answers will not beised for purposes other thery thesis and researckou can stop

participating in the research at any moment during the study widinguurther consequences

Participationwill take around10 - 15 minutes.Please answer all the questions, with the answer that
first comes to your mind. Some questions might be difficult to answer. Try to answer them anyway.
There are no right or wronggarnwe r s , i tdéds about feglioguyou céniclhogse oniy mpr e s ¢

one answer.
The study is purely for academic purposes, and there are no commercial companies involved.

The completion of the study and signiimgthe participation list is taken asrent to participate in

this study.

Should you have any questions about this research, you can cdriaodosia Koukou

(theodosia.koukou@wur nl

Practice with the virtual supermarket

First you can practice ith the virtual supermarket. On the screen you see an aisle with products to
your lefthand and righhand side. Walk up and down the aisle, look at the shelves, look around,
select products, and put them backtle@ shelfor into your shopping cart. Contie doing this as long

as needed to make you feel comfortable with the virtual environment.
Walk through the supermarket bging the arrow ke

Look up and down, to the left or the right by clicking the left mouse button and moving the mouse.


mailto:theodosia.koukou@wur.nl

Doubleclick with the left mouse button on a product that you want to have a look at. You can choose
to put the product in your shopping cart (by cl
shelf (by clicking on 0t esmagylpeodugeasyo)like. You can ha

I f youbre ready, you can stop the program by cli



Situation

/Please imagine that you are going to the supermarket to buy coffee. You can buy one package\1
for yourself.

You can walk in the aisle of the supermarket and you can find different brands of coffee.

Please look very carefully to all the coffee brands and choose one.

- J

You see a simulated supermarket. Try to behaveybkedo ina real superarket.

In the shop you will see an aishgth shelvescontainingcoffee among others. Choose opack of

coffee.

Repetition of dealing with the virtual supermarket:

Walk through the supermarket lbigingthearrow keys.

Look up and down, to the left or the right blycking the left mouse button and moving the mouse

Double click with the left mouse button on a product that you want to have a look a¥ou can
choose to put the product in your shopping cart

on the shelf (by clicking on Aterugleggendo). You

If you have put a pack of coffee in your shoping cart, you can stop the program by pressing the

Escape key.



Questions

Please answer the following questions. The questions are about the Fair trade coffee you saw in the

virtual supermarket.

Question 1.If | were going to buy a coffee, thegbability of buying this Fair trade coffee is:

1 2 3 4 5 6 7
Very low Low A bit low Neutral A bit high High Very high
0 0 0 0 0 0 0
Question 2.The likelihood of purchasing this Fair trade coffee is:
1 2 3 4 5 6 7
Very low Low A bit low Neutral A bit high High Very high
o] o] o] 0 o] 0 o}

Question 3.The probability that | would consider buying this Fair trade coffee is:

1 2 3 4 5 6 7
Very low Low A bit low Neutral A bit high High Very high
o] (o] o] 0 o] 0 o}
Question 4. My willingness to buy this Fair trade coffee is:
1 2 3 4 5 6 7
Very low Low A bit low Neutral A bit high High Very high
o] 0 0 0 o] 0 o]
Question 5.All things considered, | would say this Fair trade coffee has:
Poor Excellent

Overall quality

overall quality

O O O O O O O
Question 6.This Fair trade coffee has:

1 2 3 4 5 6 7
Very poor | Poor quality| Somewhat | Intermediate Samewhat Good Very good
quality poor quality good quality|  quality quality
0 0 0 0 0 0 0

Question 7.0verall, this Fair trade coffee is:
Poor Excellent
O O O O O O @)




Question8. If | bought this Fair trade coffee, | feel | would be getting my money's worth:

1
Strongly
disagree

0

2
Disagree

[0)

3
Somewhat
disagree

0

4
Neutral

]

5
Somewhat
agree

o]

6
Agree

o

-
Strongly
agree
0

Question 9.1f | purchased this Fair tradeoffee, | feel that | am getting a good quality Fair trade

coffee for a reasonable price:

1
Strongly
disagree

0

2
Disagree

0

3
Somewhat
disagree

0

4
Neutral

o

5
Somewhat
agree

o]

Agree

7
Strongly
agree
0

Question 10.If | acquired this Fair tradeoffee, | think | would be getting good value for the money |

cof feed

spend:

1 2 3 4 5 6 7
Strongly Disagree | Somewhat Neutral Somewhat Agree Strongly
disagree disagree agree agree

0 0 0 0 0 0 0

Question11l t hi nk t hat gi v daaturéshitisgood \aluerfor the neodey:

1 2 3 4 5 6 7
Strongly Disagree | Somewhat Neutral Somewhat Agree Strongly
disagree disagree agree agree

0 0 0 0 0 0 0

Question 12.Compared to the maximum price | would be willing to pay for this Fair tcaffee, the

selling price conveys good value:

1
Strongly
disagree

0

2
Disagree

[0)

3
Somewhat
disagree

0]

4
Neutral

o

5
Somewhat
agree

o]

Agree

7
Strongly
agree
0

The full price of the Fair trade coffee you saw in the virtual supermarket is 7.68uro.

Question 13.The likelihood of purchasing this Fair trade coffee at its full price is:

1
Very low
0

2
Low
0

3
A bit low
0

4
Neutral
o]

5
A bit high
(0]

6
High
0

7

Very high

(0]




Question 14.The probability that | would consider buying this Ra@tde coffee at its full price is:

1 2 3 4 5 6 7
Very low Low A bit low Neutral A bit high High Very high
0 0 0 o 0 0 0

Question 15. My willingness to buy this Fair trade coffee at its full price is:

1 2 3 4 5 6 7
Very low Low A bit low Neutral A bit high High Very high
0 0 0 0 0 0 0

Please answer the following general questions:

Question 16.1 am concerned about social welfare when making purchase decisions:

Not at all Very much
concerned concerned
O O 0] 0] O O O
Question17] am concerned about companiesdé ethical ac
Not at all Very much
concerned concerned
0] @] @] @] @] @] O

Question 18.1 am concerned about the environment when making purchase decisions:

Not at all Very much
concerned necbncer
(@) (@) O O (@) (@) O

Question 19.Shopping in thevirtual supermarket is realistic:

1 2 3 4 5 6 7
Strongly Disagree | Somewhat Neutral Somewhat Agree Strongly
disagree disagree agree agree

0 0 0 0 0 0 0

Vi



Question 20.Shopping in the virtual supermarket is much like shopping in a real supermarket:

1 2 3 4 5 6 7
Strongly Disagree | Somewhat Neutral Somewhat Agree Strongly
disagree disagree agree agree

0 0 0 0 0 0 0

Question 21.Was the fair trade coffee on discount in the virtual supermarket?

o Yes
o No
o | donot know

Question 22 Was the fair trade coffee highlighted with a fair trade banner in the virtual supermarket?

0o Yes
o No
o | donot know

Question 23.In real life, do you buy coffee in a supermarket?

0 Never
0 Sometimes
o Often

Sex: o Male
o Female

s 7z 2z 7z £ z

Age: eeééeee.

Study
progr am:

o
o
o
o
o}
o}
D
o8
o8
o8
o8
o8
o8
o
o
o
o}
o8
o
o
o
[0
[0
[0
D
D
D
o8
o
o
o
o
o8
o8

Nationality ¢ é 6 ¢ 6 ¢ 6 € éééééééeééé é eée é e
What do you think is the purpose of this
research?ééééééééeééééecééecééecéeceéeeceeceeceecec

Eééééeéécéececéeceeceeececeeceeceeeceeceedd
Eéééééééééecéeéceeeceececeeceeeeceeceeeeeceecece.
Other

comment s: éééééééééééeéééecééeceeeceeceeeeeeeeccece

Vil

o}
D
D

o
D



-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
D~
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]
(0]

This is the end of the questionnaire.

Thank you very much for your help!
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