TRAFOON project - International Conference:
Bonding tradition with innovation - successful
strategies in food chain value (Olsztyn, Poland)

Traditioral Food Network to improve the transfer of knowledge for innovation

CONSUMER PREFERENCES FOR AN ARCHETYPAL

TRADITIONAL FOOD PRODUCT IN HUNGARY I
Péter Balogh', Matthew Gorton2, Jézsef Popp?, e ' i

Péter Lengyel'!, Daniel Békési3

'Faculty of Economics and Business, University of Debrecen, & % %" i% hoi Py o

Boszormenyi u. 138, H-4032, Debrecen, Hungary " %

2Marketing, Operations and Systems Subject Group, Newcastle University
Business School, 5 Barrack Road, Newcastle upon Tyne, UK

3Department of Economics, Vienna University of Economics and Business

Welthandelsplatz 1, A-1020, Vienna, Austria
DEBRECENI EGYETEM

GAZDASAGTUDOMANYIKAR




* To boost competitiveness and profitability, the EU has

looked to greater value-added production, drawing on its
reputation for quality goods (European Parliament and the

Council of the European Union, 2012).
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* One potential type of quality goods are L M
Traditional Food Products (TFPs). %
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« Mangalica represents an ideal product for %trafOOn

investigating consumer behavior relating to TFPs

as.its. appeal rests on its long, distinctive history

and status as part of Hungary’s gastronomic i |

heritage.

 Understanding consumers’ WTP for mangalica :: L
products and the best strategies for realizing this,
in terms of product composition, labelling and

retail channels is thus of paramount concern.



;;sign of the survey %trafoon
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* Prior to the experiment, focus groups with experts fro

Hungarian pork sector and with potential and actual buyers

were conducted in order to identify salient product

attributes and their levels.




Mangalica sausage attributes, attribute levels and

coding in the DCE

Attribute Level Effects coding

1500 HUF /kg

. : 2000 HUF /kg . :
Retail price of mangalitza sausage 2500 HUF /kg Continuous variable

3000 HUF /kg

Certification of NAMB Mo ! ]
Yes 1 -

50% -1 -1

Share of mangalitza 75% 1 0
100% 0 1

Farmers”™ market -1 -1

Source of purchase Butcher/small store 1 0
Hyper/supermarket 0 1

All prices were expressed in the local currency - Hungarian Forints (HUF).




* |[n order to avoid the base levels being confounded with the

intercept (opt-out), we use effects coding instead of dummy
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* As suggested by Bech and Gyrd-Hansen (2005), the base

variable coding.

levels (no certification, 50% mangalica share and farmers’
market, for each of the three attributes) were set equal to

the negative sum of the estimated coefficients of the other
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levels within an attribute.

- Consequently, effects for all levels can be estimated.



« After defining the attributes and their levels, t
(all possible combinations of the attribute leve

2'x32x41=72 hypothetical purchase scenarios (c

ne full factorial design

s) consisted of

noice cards).

* |t was infeasible for subjects to rate all possible combinations of these

scenarios.

» Therefore a fractional factorial orthogonal main effects design (Kuhfeld




Example of a set of choice cards

Product "A”

Product "B’

None of these two products

Price (HUF /kg)
Certification of NAMB
Share of mangalitza
Source of purchase

2500
Yes
15%
Hyper supermarket

1500

Yes

H0%
Butcher/small store

Your choice

i

i




- Data of the survey %trafﬂﬂn

» The questionnaire was piloted with 50 randomly selected consumersand

subsequently modified.

* The final survey was carried out between August and October 2012 in

the North Great Plain Region of Hungary.

* This is the most significant region for breeding mangalica pigs - nearly
40% of the total number of sows are bred here and it is also the locatlon

- @“g -
of NAMB’s headquarters. g e

* |[n total, 309 individuals fully completed the questionnaire.

e Data collection occurred face to face.



» We collected data in six towns and 18 villages in the region.

In towns we intercepted consumers

at 5 hyper- and supermarkets (Auchan, Tesco, Interspar / Spar Mat

/ farmers’ markets and

. 11 butcher / small stores.

« While in villages, intercepts occurred at

23 butchers / small stores and 18 farmers’ markets.

* From the middle of the 2000s onwards, hyper- and supermarkets in Hungary

have sold mangalica products, marketing them as derived from an ancient

Hungarian but world-famous breed of pig. $ tra foo n
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* The questionnaire consisted of three parts: %trafoan

* In the first part, respondents reported their actual pork buymg

habits (products purchased and retail outlets patronized).

* They indicated, whether they had consumed mangalica products

previously (variable Experience).
* In the second part, respondents

completed the DCE.

* The third part focused on

demographic / socio-economic questions.
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Model estimates




WTP estimates (base segment, thousand HUF)

Attribute/level |Model Mean Median SD. Min. ‘Max.
Certification  |RPL 0.932 0.446 2.684 -35.105) 119.236

GMNL 0.504 0.504 0.681 -2.452] ‘

MNL 0.457 0.457 0 0.457
Share_75% RPL XYz 0.385 0.798 -0.536

GMNL 0.2373 0.237] 0.298 -0.99

MNL 0.2353 0.2353 0 0.2353
Share_100%  |RPL 0.732 0.374 1.472 -15.218

GMNL 0.422 0.422 0.305 -0.845

MNL 0.445| 0.445 0 0.445
Hypermarket [RPL -1.348‘ -0.754 2.092 -84.061

GMNL -0.644 -0.642 0.458 -2.626

MNL -0.715 -0.715 0 -0.715
Butcher RPL 0.829 0.469 1.221 -6.537

GMNL 0.29 0.291 0.236 -0.799

MNL 0.184 0.184 0 0.184

2 The mean of the coefficient was not significantly different than zero.



" . First, on average, individuals evaluate the presence of quality
certification positively and are willing to pay a range of :

HUF900 - HUF1,800 more for a product with a certificate as co
to one without (16 WTPcertification'WTPno certification)°

* Interestingly, concerning the place of purchase, hyper and
supermarkets are less preferred compared to farmers’ markets and
smaller butchers. Decision-makers value the attribute of farmers’

markets at : HUF350 (GMNL),

hence they are willing to pay a premium of :
HUF1000 (GMNL)

compared to hyper or supermarkets in the respective models
(] €. WTPfarmers "market WTPhyper supermarket)
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il:erning the place of purchase, hyper- and supermarke

are less preferred compared to farmers’ markets and s

butchers. .L
o
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* This is in keeping with how consumers tend to trust and prefer
smaller, local producers for speciality food goods (Kneafsey,

2012; Tregear and Ness, 2005 Vecch1o 2010)"“ S———
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* Three key policy implications can be drawn:

* Firstly, TFPs can command a substantial price premium

compared against ‘mainstream’ alternatwe products.
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» Secondly, the choice of retail outlet matters, with, ove
butchers and farmers’ markets commanding a substantial

premium compared to hyper- and supermarkets.




realize higher mark ups and protect the integrity of TFPs. %trafoon

y This. is particularly. important for increasing the customer base -
- evidenced in the mangalica case, inexperienced consumers and those
who have relatively weaker preferences for the good place greater

emphasis on quallty certlflcatlon ,

bio
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