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Abstract

Purpose – The purpose of this paper is to determine which strategic objective factors have
significant effects on competitive advantage of private label manufacturers in Turkey.

Design/methodology/approach – A study was conducted of 90 Turkish private label
manufacturers. A web-based questionnaire was the chosen method.

Findings – Three strategic objective factors were found to have an effect on competitive advantage:
production efficiency, market embeddedness and product selling control.

Research limitations/implications – A comparative analysis between retailers and
manufacturers of private labels was regarded as necessary to learn about their perspectives
regarding competition. The large sample size encouraged confident generalization of the findings.
Another limitation was only analyzing data from a country that has a low private label market share.

Practical implications – The findings of this paper offer valuable insights to retailers, national
brand manufacturers and private label manufacturers, enabling them to learn the triggers for product
manufacturing from the perspective of private label manufacturers.

Originality/value – It is hoped that this paper will reveal some valuable perspectives from an
emerging private label market.

Keywords Turkey, Competitive strategy, Fast moving consumer goods, Labelling, Brand image

Paper type Research paper

Introduction
Private labels have grown enormously in recent years in many countries. According to
the Private Label Manufacturers Association (PLMA) (2010), in countries such as
Germany, Belgium, the UK, Austria and Spain, total share of private labels had nearly
approached 40 percent. Turkey had the lowest private label share with 13 percent. This
growth of private labels is due to factors such as retail concentration, retailers’
marketing strategies, economies of scale, size of national brand market and consumer
acceptance (Gomez and Rubio, 2008).

Retailers increasingly attempt to develop their private label products due to the
control and high margins that private labels provide to them (Terpstra and Sarathy,
1994). For retailers, private labels are a tool for controlling the channel and reducing
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the dependence of the store on national brands (Tamilia et al., 2000). Through the
practice of developing and marketing private label products in competition with
national brands and manufacturers, retailers increase their bargaining power
(Tarzijan, 2004). If national manufacturers do not produce their private label products
themselves, retailers cannot present their own brands in stores to maximum advantage
(Omar, 1999). National brand manufacturers may choose whether or not to produce
private labels; however, other manufacturers could also be providing private label
products to the retailer in similar categories. Thus, a manufacturer that produces
private label products for retailers prevents them from buying the products from rivals
of the manufacturer (Omar, 1999; Jonas and Roosen, 2005; Arias and Acebron, 2008).
Additionally, as manufacturers fulfill retailers’ demands and needs (Dunne and
Narasimhan, 1999), a stronger relationship will form.

There are obvious benefits for retailers to introduce private labels. Retailers tend to
develop private label products to gain control over shelf space, to introduce lower prices
to consumers by controlling the costs, to have bargaining power with manufacturers
(Halstead andWard, 1995; Savaşçı, 2003; Batra and Sinha, 2000; Tarzijan, 2004), to reach
more consumers by drawing their attention and reinforcing the store image
(Tamilia et al., 2000; Vahie and Paswan, 2006), to differentiate themselves concerning
price and product diversification compared to competing stores (Schneider, 2004),
to improve relationships with manufacturers (Fernie and Pierrel, 1996), to gain channel
efficiency (Chen et al., 2009), to reduce the number of national brands on the shelves
(Garretson et al., 2002) or lessen the dependence of the store on national brands
(Quelch and Harding, 1996), to increase profit margins (Hoch and Banerji, 1993) and to
raise the retailers’ income and profits (Schneider, 2004).

There are several private label-based studies which can be classified into three
categories:

(1) Consumer-based and related studies (Sinha and Batra, 1999; Miranda and Joshi,
2003; Batra and Sinha, 2000; Bardakçı et al., 2003; Mieres et al., 2006; Corstjens
and Lal, 2000; Vahie and Paswan, 2006; Özkan and Akpınar, 2003; Korkmaz,
2000; Baltas, 2003; Baltas et al., 1997).

(2) National brand and private label comparisons (Orel, 2004; Bontemms et al.,
1999; Steiner, 2004; Narasimhan and Wilcox, 1998; Burt, 2000; Bonano and
Rigoberto, 2005; Ailawadi et al., 2003; Hultman et al., 2008; Özgül, 2004).

(3) Manufacturer-related studies (Özgül, 2004; Oubina et al., 2006a,b; Gomez and
Benito, 2008).

Yet, to our knowledge, few similar studies analyzing the manufacturers’ strategic
objectives in producing private label products have emerged in this field (Quelch and
Harding, 1996; Dunne and Narasimhan, 1999; Oubina et al., 2006; Gomez and Benito,
2008; Arias and Acebron, 2008). In this context, the purpose of this paper is to analyze
marketing-based strategic objectives for manufacturing private label products and
their effects on competitive advantage from the perspective of Turkish private label
manufacturers. A multiple regression analysis was conducted only on dual-structured
manufacturers to reach this purpose.
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Rationale for the study
Present paper specifically lies on two factors:

(1) Although, Turkey has a low market share for private label sector, it has been
growing for the domestic and export markets. It is closing to 9 percent in the year
2009 (Infomag, 2010). According to the “2006 market brands report” from the
Retailing Institute, private label sales grew by 0.5 percent compared to the year
2005 inTurkey. The total share of private label sales was 21.7 percent. Across the
product areas of private labels, the food product group growth trend had the
highest market share. The cleaning product group was second (Retailing
Institute, 2006).

(2) There are no sufficient studies about manufacturers related to private label
manufacturing in Turkey. In this light, the main research problem is to find
which strategic objectives have a positive relationship with competitive
advantages of private label manufacturers.

The potential contribution of the present study is to point out the private label
manufacturing from the perspective of private label manufacturers which have an
activity in non-maturity stage like Turkey and similar countries. Besides, two basic
factors derived from results can be used by private label manufacturers: resource
planning and evaluation of competitive advantage.

Approach
This paper is structured as follows. First, the existing literature on producing private
label products from the manufacturers’ perspective is reviewed. Second, the research
methodology and the results are shown. Next, conclusions are drawn and the limitations
of the research are discussed. Finally, some suggestions for future research are made.

Conceptual framework
Private label products are generally inexpensive, easy to find and with low risk for
consumers. In addition, the price differential between national brands and private labels
is wide (Quelch and Harding, 1996). National brand manufacturing focuses on selling
and on product diversification, but private label products need to be manufactured in
high quantities at competitive price levels. In this context, price plays an important role
in product diversification (Connor and Peterson, 1992). When competitive interaction is
examined, the general price of national brands has a positive relationship to the market
share of private labels (Narasimhan and Wilcox, 1998). Thus, the advancement of
private label product share triggers a decrease in national brand prices but an increase in
private label prices (Putsis, 1997). In addition to price-based connections, the
relationship can also be analyzed in terms of brand consciousness. Baltas et al. (1997)
showed that consumers do not always prefer private labels, andmight tend to buy other
national brandswhen prices of national brands increase. Otherwise, there is competition
between private labels and national brands. Mills (1999) examined some
counter-strategies of manufacturers such as non-linear prices, coupons, shelf-space
challenges and quality.

Manufacturers of private label products can be classified in to three groups (PLMA,
2010): a group consisting of big national brand manufacturers that transfer their excess
capacities for private label products, a group specializing in a specific product category
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and that focuses on private label manufacturing and a group consisting of big retailers
and wholesalers that have the capability of manufacturing their own products.
The first group consists of dual-structured manufacturers, the second group produces
only private labels and the last group consists of the distributors. The PLMA (2010)
states that there are more than 3,200 dual-structured manufacturers of private labels
world-wide.

National brand manufacturers are not only challenged by the other national brand
manufacturers as competitors, they are also competing with private labels
manufactured by retailers. On the other hand, private label manufacturers in the
system are the hidden competitors for both groups as a third party. At first sight, these
firms are seen as being in the back line, but they are learning the marketplace and
consumers’ preferences with their own brands, which are labeled as private label
products. Private label manufacturing also increases the market share and profitability
for manufacturers. In this context, manufacturers can use two models: a dual strategy
that explains using own brands and private labels together and a dedication strategy
model that focuses only on private labels (Kumar and Steenkamp, 2007). Manufacturers
must have a plan to achieve a more powerful position in the marketplace; this plan
consists of private label product manufacturing objectives and competitive advantages.

Manufacturers of private labels have regional positions as compared to manufacturer
brands that are created and financed by manufacturing firms (Lamb et al., 1992). Private
label products also motivate low-quality manufacturers to specialize only in this area
(Arias and Acebron, 2008). Because of the risk of losing their brand’s prestige in
consumers’ minds and losing market share, some national manufacturers do not tend to
manufacture private label products unless they have an excess capacity (Colangelo,
2002). The decision tomanufacture private label products is a chance for small andmiddle
size enterprises to compete with the other known brands in retail settings and to improve
their operation standards (Çerçeve Dergisi, 2003). In this context, manufacturers that do
not decide to manufacture these products will be faced with worse problems in the future
(Erdoğan, 2003). Hence, retailers realize the strategic role of private labels and a number
of private label manufacturers provide products in the market; the presence of both
groups makes this field competitive (Narasimhan and Wilcox, 1998).

Strategic objectives and competitive advantages of manufacturing private labels
from the private label manufacturers’ perspective are shown in Tables I and II.

These factors refer to market efficiency and competitive advantages of private label
manufacturers and are associatedwithmajor dimensions in the sector such as competitive
and market advantages. First, the concept of market power is evaluated in terms of
industrial conditions and characteristics (e.g. competition among manufacturers, where
industry sales are not equally distributed among manufacturers; Butaney and Wortzel,
1988). Second, profitability is a vital element. Two basic elements are essential for
achieving profitability:

(1) Differentiation between firms can be attributed to consumer preferences
(demand structure), efficiency (cost advantage) and anti-competitive conduct
(tacitly cooperative behavior) (Kadiyali et al., 2001).

(2) Profitability is attached to channel power (Kadiyali et al., 2000).

Third, retailers focus on economic value-based long-term strategies to gain power in the
channel (Ailawadi et al., 1995) and can achieve market power based on differentiation

IJRDM
38,10

776

D
ow

nl
oa

de
d 

by
 B

A
SK

E
N

T
 U

N
IV

E
R

SI
T

Y
 A

t 0
1:

18
 2

5 
M

ay
 2

01
8 

(P
T

)



through private label products (Draganska and Klapper, 2007). These activities
channelize private labelmanufacturers to the same strategies due to the interdependency
(e.g. quality, packaging) between retailers and private label manufacturers and provide
an indirect market advantage for private label manufacturers. Fourth, the promotion
maximizing target (Ailawadi et al., 2009) and accompanying promotions with national
brands (Chen et al., 2009) cause an increase in private label production and provide
market power for theirmanufacturers in the context of demand. Finally, branding power
of ingredients (Vaidyanathan and Aggarwal, 2000) can be used to gain an alternative
market power for private label manufacturers. As a result, several potential competitive
advantage factors, either direct or indirect, are available for private label manufacturers.
The following “Methodology section” below aims to outline the primary dimensions of
strategic objectives for specific competitive advantages.

Methodology
Purpose
The purpose of this paper is to determine the effect of strategic objectives on
competitive advantages of private label manufacturers. The basic research problem is
to determine which objectives have significant effects on competitive advantage.
Hence, we use multiple regression analysis to fulfill this purpose.

Sampling
There isno listing of private labelmanufacturers that couldbeused to sampling inTurkey.
Some sectoral associations have members but they do not represent the population
exactly. Therefore, we have decided to reach to 268 private label manufacturers who
attended the Private Label Turkish Fair in 2007 in all product categories (Fast Moving
Consumer Goods sector). It was used to draw a sample of private label manufacturers.

Data collection
Aweb-based questionnairewas preferred to gather the data. A participation requestwas
sent to 268 private label manufacturers to fill out the questionnaire. Totally, 90 private

Responding to other competitors Dunne and Narasimhan (1999), Kadiyali et al. (2001),
Verhoef et al. (2002), Oubina et al. (2006a), Gomez and
Rubio (2008)

Entering new markets Dunne and Narasimhan (1999), Verhoef et al. (2002),
Oubina et al. (2006)

Protecting position in the retailing channel Quelch and Harding (1996), Dhar and Hoch (1997),
Narasimhan and Wilcox (1998), Dunne and Narasimhan
(1999), Dunne (1999), Omar (1999), Verhoef et al. (2002),
Oubina et al. (2006)

Getting more shelf space Quelch and Harding (1996), Omar (1999), Kim and
Staelin (1999), Oubina et al. (2006), Draganska and
Klapper (2007), Gomez and Rubio (2008)

Bargaining with retailers Quelch and Harding (1996), Omar (1999), Savaşçı (2003)
Obtaining competitive advantage Quelch and Harding (1996), Dunne and Narasimhan

(1999), Omar (1999), Verhoef et al. (2002),
Oubina et al. (2006)

Penetrating the retail sector Conor and Peterson (1992), Hoch and Banerji (1993),
Hoch (1996), Quelch and Harding (1996)

Table I.
Competitive advantage

variables of private label
manufacturers

Private label
products
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label manufacturers replied to the questionnaire, representing a 33.58 percent response
rate. Possible response bias was tested by examining of responses to the key structural
variables in our study (company size, product category, production volume and
geographical activities). There were no significant differences.

Using economies of scale Quelch and Harding (1996), Dunne and Narasimhan (1999), Omar
(1999), Oubina et al. (2006)

Increasing the market share Quelch and Harding (1996), Dhar and Hoch (1997), Dunne and
Narasimhan (1999), Verhoef et al. (2002), Oubina et al. (2006),
Kumar and Steenkamp (2007), Arias and Acebron (2008)

Improving relationships with
retailers

Quelch and Harding (1996), Hoch (1996), Berman (1996),
Narasimhan and Wilcox (1998), Dunne and Narasimhan (1999),
Omar (1999), Jonas and Roosen (2005), Oubina et al. (2006)

Evaluating production capacity Halstead and Ward (1995), Quelch and Harding (1996), Hoch (1996),
Omar (1999), Dunne and Narasimhan (1999), Oubina et al. (2006),
Arias and Acebron (2008)

Evaluating the profitability of
private labels

Hoch and Banerji (1993), Quelch and Harding (1996), Dunne and
Narasimhan (1999), Oubina et al. (2006), Kumar and Steenkamp
(2007)

Fulfilling the retailers’ demands Dunne and Narasimhan (1999), Oubina et al. (2006) Arias and
Acebron (2008)

Taking advantage of advertising
processes of retailers

Quelch and Harding (1996), Dunne and Narasimhan (1999), Omar
(1999)

Increasing preferences of
consumers toward private labels

Halstead andWard (1995), Quelch and Harding (1996), Tamilia et al.
(2000)

Converting a product to a
strategy

Verhoef et al. (2002)

Supporting the new product
development process

Dunne and Narasimhan (1999), Fearne and Dedman (2000), Jonas
and Roosen (2005)

Obtaining diversification in the
production line

Quelch and Harding (1996), Dunne and Narasimhan (1999), Verhoef
et al. (2002)

Supporting the branding process Quelch and Harding (1996), Dunne and Narasimhan (1999), Omar
(1999)

Keeping a position in the crisis
sector

Hoch and Banerji (1993), Hoch (1996),
Quelch and Harding (1996)

Minimizing production costs Quelch and Harding (1996), Dunne and Narasimhan (1999)
Transferring the revenues of
private labels to own brands

Verhoef et al. (2002)

Achieving production continuity Halstead and Ward (1995), Quelch and Harding (1996), Hoch (1996),
Omar (1999)

Taking advantage of payment
received

Quelch and Harding (1996), Berman (1996)

Obtaining efficient stock control Hoch (1996), Quelch and Harding (1996),
Dunne and Narasimhan (1999),
Omar (1999), Oubina et al. (2006)

Decreasing the risk of not selling
own products

Jonas and Roosen (2005)

Taking advantage of no
branding cost

Dunne and Narsimhan (1999), Omar (1999)

Increasing the awareness of own
brands

Halstead and Ward (1995), Berman (1996), Dunne and Narasimhan
(1999), Arias and Acebron (2008)

Table II.
Strategic objectives of
private label
manufacturers
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Questionnaire
First, a literature review was conducted to determine the strategic objectives and
competitive advantages. A total of 28 items were found (Tables I and II). Second,
20 private label manufacturers were interviewed to check these factors and discover
other items related to the objectives of producing private label products.Wederived only
five additional objectives from these interviews. These objectives are: maintaining the
visibility of own name in retailers’ product, taking advantage of packaging, supporting
competitive power of small retailers in the market, creating a new brand name and
increasing the power of bargaining for the brand by turning it over more frequently in
retailing chains. In this context, a total of 33 items were generated from this method.
Seven items were assumed to represent competitive advantage and the other 26 items
describe marketing-based manufacturing objectives. All respondents were asked
to evaluate all 33 items by using a five-point Likert scale (1 ¼ I strongly disagree,
2 ¼ I disagree, 3 ¼ Neutral, 4 ¼ I agree, 5 ¼ I strongly agree).

Results
Participants’ characteristics
The total number of respondents was 90. The respondents consisted of owners
(35.2 percent) and managers (64.8 percent) of private label manufacturing companies.
The geographical activities of the firms were separated into three groups: local and
regional (26 percent), national (44.4 percent) and international (29.6 percent). Sizes of the
participant firms were classified into three groups: 1-99 employees (55.6 percent),
100-249 employees (33.3 percent) and250 ormore employees (11.1 percent).Theproportion
of private labels in total manufacturing was separated into three groups: 0-19 percent of
the production (31.5 percent), 20-39 percent of the production (31.5 percent) and 40 percent
or more of the production (33.3 percent). A few of the participants (3.7 percent) did not
answer this question. Across the produced private label product categories, it was found
that private label manufacturers are mostly producing shelf-stable foods (35.88 percent),
home care and cleaning products (27.77 percent), personal care and cosmetic products
(21.03 percent), non-alcoholic beverages (9.77 percent) and other products (e.g. pet food,
diapers, electronic products) (5.55 percent).

Measures
Competitive advantage scale. Competitive advantage scale has seven items. Reliability
was (Cronbach’s alpha) 0.783.Validity results (root mean square error of approximation
(RMSEA) ¼ 0.06, godness of fit index (GFI) ¼ 0.97, comparative fit index (CFI) ¼ 0.97,
x 2/df ¼ 1.50) indicate a good fit. Scale items are; responding to other competitors,
entering new markets, protecting own position in the retailing channel, getting more
shelf space, bargaining with retailers, obtaining a competitive advantage, penetrating
the retail sector.

Strategic objective scale. The reliability of strategic objective itemswas 0.882, but five
items were dropped from the list, Cronbach’s alpha has increased to 0.902 as overall.
Then, an exploratory factor analysis was conducted to identify the main groups.
The principal axiswas orthogonally employed to reduce 21 items to amore focused set of
dimensions and identify any possible independent variables. The Kaiser-Meyer-Olkin
measure of sampling adequacy was 0.76, which suggests that the data were suitable for
factor analysis. Initially, using a scree plot test to determine the factor number, six
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factors were identified and therefore extracted, accounting for 56.68 percent of the
variance with oblique rotation. Rotated factor loadings were examined assuming
different numbers of factors for extraction. Two itemswere omitted from the analysis as
it scored lower than 0.40; and two factors (Factor 4 – two items and Factor 5 – one item)
have been excluded as they did not have three or more items. As a result, four main
factors have been maintained in the exploratory factor analysis. Common method bias
was examined using Harman’s one factor test and was found to be a non-issue in this
study. Consequently, the strategic objectives scale consists of four main factors and
16 sub-items in total and the factor loadings were strong. Four first-order factor
model (correlated) has a good model fit (RMSEA ¼ 0.07, GFI ¼ 0.94, CFI ¼ 0.93,
x 2/df ¼ 1.54). These factors can be included to the regression analysis. Factor 1;
“Market embeddedness”, includes five items (increasing the market share, improving
the relationship with retailers, evaluating the profitability of private labels keeping a
position in the crisis sector, increasing awareness of own brands). Factor 2; “Production
efficiency” includes four items (using economies of scale, evaluating the production
capacity, minimizing the production costs, obtaining production continuity). Factor 3;
“Branding advantage” includes three items (taking advantage of advertising processes
of retailers, supporting the branding process, taking advantage of no branding cost).
Factor 4; “Product selling control” includes four items (taking advantage of payment
received, creating efficient stock control, decreasing the risk of not selling of own
products, supporting competitive advantage of small retailers in the market). In data
analysis (Table III), the range of the Cronbach’s alpha of four of the factorswas from 0.59
to 0.81, indicating that the questionnaire has a high reliability.

Hypothesis testing
For the main purpose, four hypotheses were tested in the present study. Research
model is shown in Figure 1:

Items Factor 1 Factor 2 Factor 3 Factor 4

Improving the relationship with retailers 0.633
Increasing the market share 0.501
Increasing awareness of own brands 0.496
Evaluating the profitability of private labels 0.453
Keeping a position in the crisis sector 0.437
Minimizing the production costs 0.785
Obtaining production continuity 0.765
Evaluating the production capacity 0.630
Using economies of scale 0.617
Taking advantage of advertising processes of retailers 0.831
Taking advantage of no branding cost 0.453
Supporting the branding process 0.406
Creating efficient stock control 0.753
Supporting small retailers 0.659
Decreasing the risk of not selling of own products 0.598
Taking advantage of payment received 0.409
Explained variance (%) 30.13 10.10 6.04 2.76
Mean 3.48 3.88 3.60 3.14
Cronbach’s alpha 0.703 0.819 0.595 0.776

Table III.
Exploratory factor
analysis result
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H1. Market embeddedness has a positive effect on competitive advantage.

H2. Production efficiency has a positive effect on competitive advantage.

H3. Branding advantage has a positive effect on competitive advantage.

H4. Product selling control has a positive effect on competitive advantage.

To test these hypotheses, a multiple regression analysis was conducted.
Intercorrelations of variables can be shown in Table IV. Normality assumption was
tested for using normal probability plot and scatter plot tables to ensure that the score
distributions were normal and linear. All variables distributed as normal according to
P-P plot and scatter plot. There was also no evidence of multicolinearity among the
independent variables according to intercorrelations and variance inflation factor (VIF)
that did not exceed 5.0 (in this study VIF was found at 1.17 and 1.45 level for each
construct).

Figure 1.
Research model

Market
embeddedness

Production
efficiency

Branding
advantage

Product
selling
control

Competitive
advantage

+

+

+

+

1 2 3 4 5

Market embeddedness 1 1.00
Production efficiency 2 0.297 * 1.00
Branding advantage 3 0.371 * 0.330 * 1.00
Product selling control 4 0.482 * 0.126 0.339 * 1.00
Competitive advantage 5 0.582 * 0.541 * 0.392 * 0.462 * 1.00

Note: Significant at *p ,0.05

Table IV.
Intercorrelations

of variables
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Table V presents the results for the multiple regression analysis for each of the four
strategic objective factors of private label manufacturers on competitive advantage.
The regression coefficients, p values for the significance of the relationships and the
associated coefficients of determination are reported. The sign and the statistical
significance, rather than the magnitude, of each regression coefficient are of primary
interest here. For each of the strategic objectives measures, the final model p-value, the
model R 2, the independent variables entered in the model, their b coefficients and the
p values for the independent variables are listed.

Three factors were significant at p , 0.05 or p , 0.01 and one independent variable
does not meet this significance level. Multiple regression analysis showed that market
embeddedness (b ¼ 0.330, p , 0.01) and evaluating the production capacity
(b ¼ 0.394, p , 0.01) and product selling control (b ¼ 0.233, p , 0.05) factors have
a positive effect on competitive advantage at a significance level of 0.01 and 0.05.
Factor 3 has not a significant effect on dependent variable. As a result, H1, H2, H4
were accepted but H3 was rejected.

Conclusions
This study focused on the relationship between the strategic objective factors and
competitive advantages of private label manufacturers. The research was conducted
with Turkish private label manufacturers, and the basic research problem was to
determine which objectives have a greater effect on competitive advantage. Although
some studies have been conducted on private label products in Turkey, little attention
has been given to the objectives of Turkish private label manufacturers. The findings of
this study will give valuable insights to retailers as well as national brand
manufacturers and private label manufacturers to learn the triggers of manufacturing
these products from the perspective of private manufacturers. We found that threemain
strategic objective factors have a significant effect on competitive advantage (market
embeddedness, production efficiency, product selling control). The results provide
important and interesting information. Most of the participants in the research were
dual-structured firms.

We can infer that these firms use private label product manufacturing as a lever to
develop their own product, to learn the sector and to process planning. Private label
manufacturers are not only competing with their existing and known competitors, but
also with retailers indirectly. Therefore, the strategic objectives of private label
manufacturers are the main parameters constituting competitive advantage and

Unstandardized
coefficients

Standardized
coefficients

Factors B SE b SE Significance

Market embeddedness 0.527 0.148 0.330 3.556 0.001 * *

Production efficiency 0.551 0.117 0.394 4.715 0.000 * *

Branding advantage 0.121 0.173 0.061 0.697 ns
Product selling control 0.314 0.121 0.233 2.590 0.011 *

Notes: Significance at *p , 0.05 and * *p , 0.01; dependent variable ¼ competitive advantage;
adjusted R 2 ¼ 0.513; F ¼ 22.18, p , 0.01

Table V.
Multiple regression
analysis results
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position. This relationship is getting more intense in Turkey as a developing sector.
According to the results of this study, competitive advantage is affected most by the
evaluation of production capacity or efficient (Factor 2) and product selling control
(Factor 4) factors. We found that private label manufacturers in Turkey focused on
production in general as well as better production of private label products to plan their
production processes. Mieghem and Dada (1999) suggested that a make-to-stock
approach is better than a make-to-order approach if variability levels and marginal
production and holding costs are low. Thus, private labelmanufacturersmay prefer this
approach. The results are similar to Dunne’s (1999) findings that the factors of
fulfillment of extra capacity and support of their own products are the main incentives
for manufacturers to produce private label products. Redesign of operations and
formulation of a growth strategy through a market-oriented product strategy (Cravens
et al., 2000) may be seen as a managerial function. We believe that manufacturers that
participated in the study are dual-structured firms; hence, the private label products
produced by these manufacturers do not compete directly with the company’s own
product, which is a vital factor to success. At this point, product cannibalism (Srinivasan
et al., 2005) must be considered by manufacturers. Also, if private label manufacturers
are handled by an agent, that agent clearly must consider private label contracts and
models (Bergen et al., 1992). On the other hand, evaluation of production capacity is
important for the analysis of process costs. The use of opportunism, capabilities and
adaptation may be considered from a managerial perspective (Rindfleisch and Heide,
1997).

The objective of market embeddedness (Factor 1) is vital for private label
manufacturers. This situation is the result of competition with other private label
manufacturers in the sector. This finding reflects a sales-oriented approach. Another
element is support for the development of small retailers, which is a trigger factor for
keeping up the market development effort and private label manufacturing and a
rational, strategic and future-oriented objective. Implication of a strong strategy as a
market commitment ( Jain, 1993) can also be used to increase the market share for
private label manufacturers. On the other hand, all requirements of customers in all
categories (i.e. share of wallet) (Du et al., 2007) will be useful tools for learning customer
profiles. Therefore, category-based market share may be increased. Findings of this
study provide a managerial perspective in the institutionalization of private label
manufacturers. Findings show that three processes improvemanufacturers’ competitive
position: institutionalization of production, sales and brand. In other words, private
label manufacturers must strengthen their competitive position in the market by their
experience and knowledge of production and marketing. Because these comments
are acceptable for existing private label manufacturers, they provide a proactive
perspective to enterprises that might consider entering the private label sector as a
manufacturer. Hence, private label production is vital for themanufacturer to respond to
market signals in a timely manner and to simultaneously develop a reactive model.
Actually, the experience gained from private label production may result in branding
derived from the positive relationship between themarket and the learning organization
system (Slater and Narver, 1995). At this point, as the product in operational marketing
transforms to communication in communication marketing (Gronroos, 2004), private
label manufacturers must gain the experience of communicating with consumers in the
branding process. Additionally, according to Achrol and Kotler (1999), experience
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provides an advantage for private label manufacturers that are specialized micro-firms
based on network management. Although the concepts of competition and volume
balance are used in a traditional approach (Hunt and Morgan, 1995), private label
manufacturers must gain a comparative advantage. At this point, it is clear that these
manufacturers must consider innovation, financial performance and market harmony.

Branding advantage factor (Factor 3) has no significant effect on competitive
advantage. It is unexpected result. We expected that branding advantage will affect the
competitive advantage. This result is evidence that private label manufacturers will
tend to establish their own branding and marketing processes in the future. Brand
concept is not only product-oriented but also a perception, considering how it improves
according to product characteristics ( Jevons, 2005; Thorbjornsen, 2005). Thus, private
label products must be analyzed from both the retailers’ and consumers’ perspectives.

This research has some limitations. First, we have considered only the opinion of
private label manufacturers who participated in the fair of Private Label Products 2007.
Another limitation was only analyzing data from a country that has a low private label
market share. In this context, a cross-cultural study might be conducted to analyze the
structure of private label manufacturers which are in non-mature stage. Third, the
objectives of producing private labels were examined only from the private label
manufacturers’ perspective. For the Turkish private label sector, in future research it
would be beneficial to consider the opinions of retailers about the objectives of
developing private label products and tomake a comparison of the retailers according to
firm size and experience.
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Özkan, B. and Akpınar, M.G. (2003), “Gıda Perakendeciliğinde Yeni Bir Açılım: Market Markalı
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