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Abstract

The study examines the strategies of rice marketing adopted by modern distribution in northern Italy. To this end, an
investigation was carried out on 91 points of sale in the regions of Lombardy, Veneto and Friuli Venezia-Giulia. The
points of sale were selected according to method of sale, size, territorial location, distribution group and retailer's
name.

The study was carried out in three phases :

== a) descriptive analysis of the enterprises considered;
== D) multivariate analysis to identify the factors of differentiation in the enterprises marketing strategies;
== C) reclassification analysis to identify and characterise the strategic groupings.

The results of the research underline the strong orientation towards differentiation distinguishing the Italian market
and the importance of variety, as a factor determining the policies of differentiation for white rice. They also show
how, in terms of the space devoted to the different rice-based products and to packaging, demand has remained
loyal to the more traditional typologies. Therefore, the innovative products, which are still in the initial phase of their
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life cycle, still have much scope for growth. As regards rice combined with other ingredients, the major limiting factor
is one of technology, as for the moment the culinary performance of these products is not up to the standard of that
of white rice.

The study has also shown the differentiated marketing approaches of the enterprises, which can be reduced to six
strategic groupings (the characteristics of which are discussed in detail). Finally, it proposes a map positioning the
enterprises according to three strategic variables : diversification, differentiation and orientation towards typical
products.

Keywords

== Rice, Italian market, retailing, marketing strategies
- [taly

Introduction

Recent studies on rice consumption have attested a growth in demand in western Europe, both in the regions without a
tradition of consumption and in those where rice already enjoyed a consolidated tradition (Chataigner, 1991; Berni,
1994). Behind this phenomenon lies the diversification of diet determined by economic and social changes (Belletti and
Marescotti, 1996). In fact, the diversified occasions and functions of rice usage have provoked a strong segmentation
of the market. The industry has reacted to this new scenario by technological innovation, making it possible not only to
create new products (parboiled, instant rice, cooking rice combined with other ingredients, ready-made frozen products,
puffed rice, rice-based puddings and desserts, biological products) but also to revive important culinary traditions (Berni
et al., 1996). In this way the basic product has shown great flexibility and a capacity to adapt not only to various
income brackets but also to the numerous different moments of consumption.

Moreover, modern distribution has achieved territorial penetration on a vast scale by adopting different methods of sale
(Colla, 1992, 1994; Boccaletti et al., 1996). This has entailed a profound differentiation in buying patterns (both
gualitative and quantitative), also in terms of the frequency and size of purchases. The contractual power of modern
distribution has also been capable of effecting lowest-price and private-label strategies, thereby offering the consumer
substantial advantages (Carmignano, 1992; Baccarani, 1993; Pellegrini, 1996; Pieri and Venturini, 1996; Department of
Marketing, 1996).

Finally, another factor in the growth of rice consumption is promotional investment on the part of leader enterprises and,
at local levels, small enterprises (Lugli, 1993; Sciarelli and Vona, 1995).

Taking these considerations as its starting point, the study proceeded to examine modern distribution. The selection
took into account the methods of sale, the size, the geographical location, the distribution group, the retailer's name and
the strategies adopted by distribution for marketing rice. The aim was to identify the strategies that seemed to respond
most effectively to the evolution of demand.

The research had successive aim : first of all, to identify the main strategic groupings working in modern distribution;
then to verify the hypothesis of correspondence between the groups identified on the basis of the strategic variables
and the structural characteristics of the enterprises; and finally, using qualitative analysis, to position the groups thus
identified within a multidimensional map summarising the strategic and structural variables.

Bearing these aims in mind, the two following sections give an account of the methodology used and offer a discussion
of the results obtained. Finally, the conclusions discuss some of the main implications for the rice market emerging from
the strategic behaviour of the distribution sector.

Materials and Methods

A guestionnaire was conducted on a sample of 91 representative points of sale in northern Italy. Selection took into
account their location, methods of sale, selling space, distribution group and the retailer's name (Agra, 1996, 1997).

As regards location, our attention focused on the north-eastern regions (Veneto and Friuli Venezia Giulia) and

13/05/2011 15:44



Rice in modern distribution in Italy : Factors of competition and strategi...

3 sur 25

file:///D:/proceed/06.htm

Lombardy. In the case of Lombardy, our analysis concentrated on points of sale operating in the metropolitan area (in
the provinces of Milan, Lodi and Como).

As regards methods of sale, the criteria for selecting the supermarkets favoured three provinces (Milan, Verona and
Udine). Our attention focused on the best represented categories of selling space : 800-1,500 m2 in the case of Udine,
1,500-2,000 m2 in that of Verona and Milan. This choice took into account not only the link between the consumption
model and the tradition of production (which was particularly marked inVerona) and the importance of rice in local diet
(much more significant in Verona and Milan than in Udine), but also the tendency for consumers to perceive product
innovation (which was highest inMilan and lowest in Udine, though also in relation to economic and social background).

As regards hypermarkets, since they are scarce in the North-East, it was considered advisable to analyse all the points
of sale in the Veneto and Friuli Venezia-Giulia; in Lombardy, on the other hand, a representative sample was taken,
according to distribution group and retailer's name.

The selection of discount houses took into account only the distribution group, given that it is generally identifiable with
just one retailer's name. Within this method of sale, neither geographical location nor selling space constituted
important aspects of differentiation.

As we see in Chart 1, which summarises the information collected in the questionnaire, the research examined seven
typologies of rice-based product. For each, the following aspects were studied : positioning, space occupied, breadth
and depth of assortment, prices. These variables were collected by direct observation inside the points of sale.

The methodology adopted for the statistical analysis of the information had three phases : :

= a) the processing of univariate statistics with the aim of providing a preliminary description of the enterprises
considered,;

b) multivariate analysis, with the objective of evidencing the main factors of differentiation in the strategic
objectives of the enterprises;

c) reclassification analysis, to identify the strategic groupings and to check the hypothesis of correspondences

between the structural characteristics of the points of sale and the strategies adopted.

With reference to point b), the method adopted was factor-analysis, using principal-axis factoring and considering only
the variables describing the strategic choices of the distribution enterprises with regard to rice.
This phase had two specific aims :

a) to achieve an economy of description without loss of information;
b) to generate mutually exclusive variables of synthesis to be used in reclassification analysis.

As regards point c), a non-hierarchical technique of cluster-analysis (k-means cluster-analysis) was used to identify
homogeneous typologies of enterprise on the basis of the marketing strategies adopted for rice. Subsequently, by
resorting to discriminant analysis, we tested the degree of correspondence between the group classification thus
obtained and the structural characteristics of each group (geographical location, method of sale, selling space,
distribution group, retailer's name).

Chart 1 - Information collected by the questionnaire

Categories of rice-based products Product typologies Variables assessed

- brand
1) white rice - variety
2) parboiled white rice - weight
i i - package type
a) Uncombined cooking rice 8) instant ”C_e . package typ
4) whole-grain rice - price

- space occupied in linear metres
- location within the point of sale
- positioning on the shelves

5) other types of special rice (basmati,
thai, other fragrant rices)

1) risotto - brand

b) Cooking rice already combined with

2) rice soup
3) exotic typical dishes (paella,

- number of rice-other ingredients
combinations

other ingredients Chinese, Indian, Mexican and etc. - weight
dishes) - package type
'S - price

- number of packages visible
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- location within the point of sale

- brand
- number of rice-other ingredients

1) risotto combinations (with or without fish)

c) Frozen rice-based ready-made - weight
dish 2) paella - package type
Ishes 3) other dishes (rice croquettes) - price

- number of packages visible
- location within the point of sale

- brand
1) uncombined cooking rice (white Cvlérln?ﬁr of combinations
d) Biological rice-based prod and whole-grain) ) acgka e tvpe
) Biological rice-based products 2) other rice-based products (puffed -grice ge yp

rice, biscuits) - number of packages visible

- location within the point of sale

- brand
- weight
1) puffed rice - package type
e) Rice-based breakfast products 2) rice-based oven products (biscuits, |- price
cakes, crackers) - space occupied in linear metres

- location within the point of sale
- positioning on the shelves

1) rice salads (with or without fish)

2) other dishes (rice croquettes, - number of combinations

f) Ready-made rice-based dishes at

delicatessen counter baked desserts) - price per kilo

- brand

- number of combinations
g) Rice-based desserts in the . ) . - weight
refrigeration section 1) rice with milk - price

- number of packages visible
- location within the point of sale

Results and Discussion

Structure and rice marketing strategies in the enterprises examined

As we have seen, rice and rice-based products are characterised, in modern distribution, by a demand that is strongly
diversified according to function and occasion of use. In the last few years, this "family" of commodities has been the
centre of continuous innovations (in both process and product). These innovations have considerably broadened the
competitive scenario for both producers and distributors, and have attempted to respond to the needs of ever new
consumer segments. Apart from uncombined rice**, which dominates the market in terms of the number of brands and
individual items and is rooted to aspects of tradition and typicity associated with innovative elements, our research has
also identified six other typologies of rice-based produce : combined rice**, biological products, ready-made frozen
products, ready-made dishes from the delicatessen counter, breakfast products and desserts from the refrigeration
section (Tab. 1).

**Hereafter the term "uncombined rice" refers to cooking products in which rice is the sole component (white
rice, parboiled white rice, instant rice, whole-grain rice and other special rices such as basmati). The term
"combined rice" refers to cooking rice contained in packages mixed with other ingredients.

With the exception of the desserts and delicatessen dishes, which are associated with the organisation of a counter
with assisted sale within the sale point, all the others show a high level of penetration, particularly so in the cases of
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uncombined rice and rice combined with other ingredients.

Despite the high concentration of the sector, there is a marked differentiation in product typology. This is generally
shown not only globally, by the total number of brands (c. 150) and individual items (over 750), but also at each sale
point, where as many as 48 items are counted.

The importance of the risotto as a traditional first dish for the Italian consumer is easily understood if we observe that
4/5 of the items consist of combined and uncombined rice, which are essential everywhere in modern distribution
supply (index of penetration 100%).

It is worth observing that the dietary habits of the Italians, their willingness to cook and the rich variety of fresh food
products have substantially preserved the diffusion of uncombined rice, while the needs of modern society (less time
available, smaller families, improved financial situations) have determined an increase in the use of rice already
combined with other ingredients.

As regards uncombined rice, the flexibility of industrial production, i.e. its capacity to respond to the consumer's
expectations from the points of view of both health and service content, is shown in Tab. 2: the index of penetration of
parboiled rice is only slightly lower than that of white rice; that of instant rice is growing; and whole-grain rice is present
in almost two-thirds of the points of sale. While it is true that leader and follower enterprises have a reasonably similar
diffusion, it is worth noting that the supply of the leaders is very strongly diversified in almost all the product typologies,
whereas the followers focus on white rice and, to a lesser extent, parboiled. It is interesting to note how even rice is
becoming for modern distribution an instrument for generating consumer loyalty : the private label extends prominently
as far as parboiled rice, allowing us to imagine new openings to satisfy the demands of health products. Vertical
competition (between leader manufacturers and modern distribution) and horizontal competition (within distribution) are
already fully developed as far as white rice is concerned, and becoming so in the case of parboiled.

The high concentration of the sector is clearly shown in Tab. 3. On average, there are less than four leader brands
present, i.e. nearly always the same that dominate modern Italian distribution. The follower enterprises, of which there
are many in Italy, are regional in diffusion. Their link with local traditions is shown by a greater attention to white rice
and a lower differentiation among other rice typologies. Moreover, competition between the two groups of enterprises
determines the lowest price strategy only for white rice and parboiled, precisely because the followers are generally not
in a position to carry out the necessary investments in other rice typologies.

The following tables confirm the greater differentiation in supply of the large national enterprises. As regards white rice
(Tab. 4), the number of items is high, which is explained by the great importance of variety, as a means of meeting the
consumers' varied requirements (risottos and rice soups, rice salads, desserts, etc.). The index of penetration of the
eight main varieties ranges from c. 50% to 91% (Tab. 5). The degree of differentiation, though it diminishes when we
consider the private label, remains high given the importance of variety as a means of increasing consumer loyalty.
Moreover the low degree of differentiation among the lowest prices is explained by the attempt to satisfy demand by
speculating on a few low-prestige varieties.

Tab. 1 - Rice and rice-based products

average no. of average no. of

. . . ndes 0f — yids per  tems per  total no. of  total ro. of
Typologies of rice and ric e-hased product penetration points I:IfF‘]SEHE paints ofpsale br ands itams
(%) (1) )
a) uncombined rice 100.0 7.0 220 29 B30
by combined rice 100.0 3.6 18.4 21 32
¢ frozen ready-made dishes 758 1.6 149 16 25
d) hiological products 824 2.0 249 12 25
&) hreakfast products 96.7 1.4 3.1 23 38
1 ready-made delic atezsen dishes 429 - 1.4 - 3
o) refrigerated desserts 242 1.1 1.1 g g

(11%dues caculded only for the pdrts of sale tha present these typd ogiesof rice.

Tab. 2 - Index of penetration of uncombined rice (%)
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Tunologies leader follower priv ate lowest Total
ypoid brands brands labels prices

white rice 824 a7 .9 550 593 100.0
parboiled rice o046 352 363 18.7 91.2
instant rice 65.1 1.1 1.1 0.0 651
whaole-grain rice B1.5 121 3.3 0.0 B3.7
other typologies rice 253 4.4 a.o oo 27 a8
Total 93.4 89.0 57.1 60.4 100.0
Tab. 3 - Number of brands of uncombined rice per point of sale (1)

. leader  follower  private lowee st
Typologies hrands hrands labels prices Total
white rice 2.4 258 1.0 1.2 5.5
parboiled rice 24 A 1.0 1.1 3.3
instant rice 19 1.0 1.0 0.0 2.0
whole-grain rice 16 1.1 1.0 0.0 1.8
other typologies rice 1.0 1.0 0.0 0.0 1.1
Total 36 2.7 1.0 1.2 7.0
(171 Averages caculded onby for those points of sale inowhich the brand group is presert .
Tab. 4 - Number of items of uncombined rice per brand group and point of sale (1)

: leader  follower  private lonwee st
Typologies hrands hrands labels prices Total
white rice 8.1 6.1 4.4 24 15.8
parboiled rice 2B 1.1 1.0 1.1 35
instant rice A 1.0 1.0 0.0 2.0
whole-grain rice 1.6 1.1 1.0 0.0 1.8
other typologies rice 1.4 1.0 0.0 0.0 1.5
Total 12.4 6.6 5.0 2.7 21.9

(17 Averages caculded onby for those points of sale inowhich the brand growp is presert .

Tab. 5 - Index of penetration, space occupied on the shelves and prices of uncombined white rice

index of

average space

Warietes of white rice penetration (%) occupied in linear price per kilo
metres
Finimum i mum AvErane
Carmune a0.2 1hR 1,445 4413 2367
Padann BR.0 14 2,180 5,400 2042
“ialone nano 791 3.2 2,380 B 440 3,951
Ariete 55 05 1,840 4.100 2482
Laota 263 06 3.180 4 /a0 4,150
Ribe BO.4 1h 1950 4 2B7 2953
Europa, Sant'Andrea 495 1.4 2090 5,330 3,198
Fama 6o 22 1,850 4 B25 3332
Arbario a1 .2 36 2,260 4 583 3hR22
Baldo 264 1.1 2,180 5,190 3661
Carnarali 72A 1.1 4 450 7215 5,895
Thaibonnet 2.4 07 1950 3.290 2R27
not indicated 48 2.0 2525 5480 3974

(11 %alues calculaed only ©or the points of sale tha present these tyod ogies of rice.

file:///D:/proceed/06.htm

On the basis of the average space occupied by uncombined rice within the sale point (Tab. 6), we find confirmation of

two of the main determinants of the Italian rice supply :

== a) the model of food consumption stressing the traditional use of white rice and, more recently, parboiled (to
these are devoted almost 17 linear metres per point of sale, as against only 1 metre for the other typologies of

uncombined rice);
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= D) the interaction between the various protagonists - leader enterprises, follower enterprises, distributors - and,
within each of these categories, between the individual brands (in which the private label clearly comes out
strongest).

As a whole, the presence of the private label is slightly stronger than that of the followers and weaker than that of the
leaders. As regards the space occupied by the individual brands, the private label prevails over all the others and takes
up, on average, slightly under a quarter of the space available for uncombined rice.

These observations are confirmed by the positions occupied on the shelves. They are clearly better for the private
label, which is given a low position in only a fifth of the cases (Tab. 7). Lowest prices, on the other hand, occupy an
evidently unfavourable position, to prevent them from competing with the image of the private label. While the leader
brands are more frequently in a central or high position, the individual items of the follower enterprises are more
decisively directed towards the bottom and centre. Finally; it is worth remembering that the ends of shelves - often
reserved for promotions - are used above all by the follower brands as a means for acquiring market space.

In Italy, the size of the packages is often dictated by a strong custom that takes into account a variety of consideration
: not only family size, frequency of consumption and available storage space, but also the link with local production of
the follower brands, which very often has high standards in terms of taste and bio-nutritional value (Tab. 8). Hence the
one-kilo pack widely prevails over nearly all other types. Only in cases of costly exotic products, which cater to the
interests of the more inquisitive consumers and are still in the launching phase, do the enterprises tend to adopt small
packages. This complies with the strategy of differentiation adopted by the leader enterprises even for the typologies of
white rice, parboiled, whole-grain and instant rice. The strong link with consumption traditions also explains the wide
diffusion of packages of over 1 kg for white rice and, to a lesser extent, parboiled. In the case of white rice it is mainly
the follower brands that cover the supply; in that of parboiled rice it is the leader brands that implement strategies of
promotion (single package of two one-kilo cartons).

There is a considerable differentiation in the packaging for white and parboiled rice (Tab. 9). The carton and the plastic
bag (non vacuum-packed) are the commonest packages for white rice. The carton is used above all by the leader and
follower brands, for the more prestigious products. The plastic bag is mainly used in private labels and lowest prices,
and, in the case of the follower brands, in the lower quality products. The vacuum-sealed carton is used almost
exclusively by the leader brands, for the high content of service, it helps creating a particularly refined image and
carries larger profit margins. The vacuum-sealed plastic bag, on the other hand, is used by the follower brands and by
modern distribution, but in this case the package has a less refined image. Finally, the commonest package for white
rice, the paper bag, is used exclusively by follower enterprises operating locally and producing typical products (Berni et
al., 1996). As for the packages for parboiled rice, both the paper bag and the vacuum-sealed plastic bag are practically
non-existent. The interest of manufacturers and distribution (private labels, above all, and lowest prices) is particularly
directed towards the carton. Among the manufacturers only the leaders show some attention for the vacuum-sealed
carton, which clearly requires high investments to improve the supply of the service-product and to capture shares of
the market. The followers, on the other hand, manage to differentiate by using the vacuum-sealed plastic bag, which
however, is also greatly used by the private labels and, above all, by lowest prices (i.e. as a strategy of the leader
enterprises for penetrating the market through lower quality products).

As we saw above, the remaining typologies of rice are thinly spread and almost exclusively restricted to the leader
enterprises, which can afford to be more attentive to new tendencies in consumption. In any case the current tendency
is to use the carton or, to a lesser extent, the vacuum-sealed plastic bag.

Analysis of the prices of uncombined rice per type and per brand group (Fig. 1) shows, above all, the high cost of
instant rice compared to the others. The prices of white rice are slightly lower than those of parboiled, while whole-grain
rice occupies an intermediate position between parboiled and instant rice. In the case of instant rice such variability is
explained by the small package size (often 500 g), meaning that the fixed costs bear more heavily on each product unit,
and by a supply that is almost the exclusive preserve of a few leader enterprises that have strongly invested in
advanced technology. We also note, however, the extremely wide range of prices applied by these enterprises (from a
minimum of 3,000 lire/kg to a maximum of 9,000 lire/kg), a phenomenon closely linked to brand image and to the quality
of the raw materials used. As regards whole-grain rice, the needs of conservation involve, as is known, greater
investments in packaging (almost always vacuum-sealed cartons).

As regards white rice and parboiled rice, the average prices of the leader brands are considerably higher (at least
4,000/kg) than those of the other brand groups; lowest prices, on the other hand, are evidently very economical (c.
2,000 lire/kg); the prices of the follower brands and private labels occupy an intermediate position (c. 3,000 lire/kg) and
tend not to differ significantly. On one hand, therefore, the leader brands evidently aim to position themselves on
segments of consumption where product image is strongly rewarded; on the other hand, the private labels tend to avoid
the strong competition exerted by the so-called 'lowest prices' (both those of the distribution enterprises and those of
the manufacturers). In such a context, the main problems concern the follower brands, which have difficulty in adapting
to the pace of innovation of the leader brands and, at the same time, are losing competitive power to the dealers’
brands. This competitive picture is less pronounced in the case of instant rice and whole-grain rice : in the case of
instant rice, the only brands operating are the leaders; in that of whole-grain rice, the presence of private labels and
lowest prices is insignificant.
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Finally, the price range of white rice for the follower brands, is much more pronounced than for the other groups. This
can be explained by various consideration : strong differentiation in the variety of the supply (if we consider these
enterprises as a group**), the different strategies for focusing on customers and products, and the high number of

enterprises in this group, almost all of which operate at a regional level.

**See Tab 5 for an analysis of the prices of white rice for each variety.

In Fig. 1, the average prices of the other typologies of uncombined rice are not shown because of the low number of
brands represented. For such products, price levels (an average of 13,380 lire/kg) are distinctly higher than those of
the preceding typologies, for various reason : recourse to small packages, the strong monopolistic power of the

producers and the highly innovative character, for the Italian market, of the items proposed.

Tab. 6 - Space occupied (m) on the shelves by uncombined rice (1)

leader  follower  priv ate lovwee st

Typologies brands brands labels prices Total
white rice 6.5 a6 37 23 13.6
parboiledrice 27 1.1 0.3 0.z 3.4
instant rice 0A 01 na n.o 04
whole-grain rice 05 0.4 0.7 0.0 0.5
other typologies rice 0.4 0.4 0.4 0.4 0.4
Total 8.9 6.0 4.0 2.5 175

(17 Awverages calculated only for those points of sale incedich the brand group is presert .

Tab. 7 - Positioning on the shelves of the brand groups for uncombined rice (%)

Position leader follower priv ate Inu_vest
brands brands labels prices
high 929 567 48 2 273
central 81.2 /9.0 751 3.2
lowe B4.7 an .2 231 B3E
end 1.2 11.1 0.0 0.0

(11 Freguencies calculded only for those points of salein which the brand group is present.

Tab. 8 - Package size of uncombined rice (1)
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% of points of sale with the package in

Typalogies its range

<1ky 1 ky =1ky
white rice 13.2 98.9 593
- leader brands 107 93.7 25.0
- followwer brands 258 96 .3 48.8
- priv ate labels 0.0 100.0 10.0
- lowest prices 37 100.0 a0
parhoiled rice 14,5 100.0 13.7
- leader brands 15 5 97 .4 159
- followwer brands 0.0 100.0 a.0
- priv ate labels 0.0 100.0 a.0
- lowest prices 0.0 100.0 0.0
instant rice 80.6 56.5
- leader brands o0.b 54.8
- followwer brands 100.0 a.0
- priv ate labels 0.0 100.0
- lowest prices - -
whole-grain rice 19.0 98.3
- leader brands 19.6 a3.2
- follower brands 0.0 100.0
- priv ate labels 0.0 100.0
- lowest prices - -
other typologies of rice 96.0 12.0
- leader brands 957 4.3 -
- followwer brands o0.0 a0.0 -

- priv ate labels
- lowest prices

(11 %alues calculded only or the poirts of sale tha present these typd ogiesof rice.

Tab. 9 - Package typologies for uncombined rice (1)

file:///D:/proceed/06.htm
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% of points of sale with the package in itsrange

_ WACLT- loose plastic WACLU-

Typolagies loose carton sealed paper bag hag sesled
carton plastic hag

white rice 94.5 725 23.3 1.3 41.8
- leader brands 9.3 a4.0 0.0 13.3 6.7
- followwer brands 80.0 1.3 275 B2.5 238
- priv ate labels 36.0 16.0 2.0 50.0 26.0
- lowest prices 20.4 1.9 149 81.5 149
parhoiled rice 94.0 44 6 1.2 386 2.4
- leader brands 937 44 2 0.0 26 oo
- follower brands B5.6 0.0 3.1 J4.4 6.3
- priv ate labels 45.5 12.1 0.0 42.4 0.0
- lowest prices 11.8 5.9 0.0 85.2 0.0
instant rice 100.0 1.6 0.0 1.6 0.0
- leader brands 100.0 0.0 0.0 0.0 oo
- followwer brands 0.0 100.0 0.0 0.0 oo
- priv ate labels 0.0 0.0 0.0 100.0 0.0
- lowest prices - - - - -
whole-grain rice g2.8 48.3 0.0 5.2 5.2
- leader brands 82.1 482 0.0 0.0 oo
- follower brands 273 23 0.0 273 273
- priv ate labels BE.7 333 0.0 0.0 0.0
- lowest prices - - - - -
other typologies of rice 100.0 4.0 0.0 0.0 0.0
- leader brands 100.0 0.0 0.0 0.0 oo
- followwer brands 6.0 0.0 0.0

- priv ate labels
- lowest prices

25 1

0.0
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(171 Weues caloulded only orthe poirts of sale that prezent these tyologies of doe andthese brand groups.

Fig.1 - Minimum, maximum and average prices of uncombined rice (Lire/Kg)

Fig. 1 - Minimum, maximum and average prices of uncombined rice {Lire/Kg)
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As for the sector relating to rice combined with other ingredients, there is greater concentration than in the previous

category, since barriers to entry - the need for high investments in R&D - play a fundamental role. Tab. 10 clearly
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shows the low number of brands per point of sale and the high index of penetration (as compared to the followers of the
leader brands).

If we consider the product categories, we note the strong influence of the typical dietary model of northern Italy. The
index of penetration of risotto (n.b. used as a first dish) is more than double that of the foreign dishes and four times
higher than that of rice soup (Tab. 11). The high number of items per point of sale responds to the differentiated demand
of a society still strongly influenced by regional cooking, one that has succeeded, by using variegated ingredients, in
turning an apparently poor basic product into an extremely flexible one. The high number of packages is the concrete
proof of the swift turnover on the shelves.

As for the exotic dishes, though they are still in the launching stage in Italy, they nonetheless already concern a wide
sector of consumers interested in culinary novelties that are original and refined. These products are controlled by the
manufacturing enterprises (and by two leader brands in particular : Uncle Ben's and Suzy Wan), beside which the
followers present a higher number of items and packages. In order to attract the attention of consumers to these
products, which as yet do not have a sufficient shelf turnover, the producers manage to obtain a separate selling space
distinct from the shelves displaying all the other rice typologies.

Finally, rice soup is supplied by just one leader brand and has a low index of penetration, also because of the low
consumer interest in rice within the context of the numerous soup items.

The price range of combined cooking rice (Tab. 12) shows high differentiation, above all owing to the presence of other
ingredients. In the context of typologies using substantially similar products (risottos in bags), we observe, however,
that the follower brands and private labels are forced to adopt aggressive price policies owing to the heavily
oligopolistic character of the sector, in which a high share of the market is controlled by few leader enterprises. The
strategy of price reduction also means the proposal of few items, that rarely include the ingredients required for very
refined dishes.

The price differential among the various brands for exotic typical dishes (such as paella, Cantonese rice or Mexican
rice) is less marked. This is due to the low competition characterising this segment deriving from the strongly innovative
character of the products offered (which, for Italy, are in the initial phase of their life cycle).

Tab. 10 - Index of penetration and average number of brands for combined rice

average number of
brands per point of sale

(1)

index of

Brand groups penetration

- leader brands 823 3.4
- follower brands 28.0 1.3
- priv ate labels 5.5 1.0
Total 100.0 3.6

(11 values calculated only Br the points of sale tha present these tyod ogies of ice.

Tab. 11 - Brands, items and number of combinations for combined rice

Categories of rice-based index of no. of itermsper  no. of packages per point of
product penetration  point of sale (1) sale (11

average total  minimum maximum average
risotto 100.0 52 16.6 4 165 40
- leader brands 923 5.4 172 4 165 42
- followeer brands 143 31 31 2 18 7
- priv ate labels 8.5 5.0 5.0 B 26 14
exotic typical products 42.9 1.9 3.3 1 20 5
- leader brands 330 1.1 2.2 1 7 4
- follower brands 220 3.0 3.2 1 20 5
- priv ate labels 0.0 0.0 0.0 0 0 a
rice soup 254 1.0 1.0 1 1 1

(11 %alues caculated only for the points of sale that present hesetypdogies of rice.

Tab. 12 - Prices per package of combined rice
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Categories of rice-based .
price per package

product
minimum  rmaximum  average

risotto 1,490 3,110 2,290
- leader brands 1520 3110 2,380
- follower brands 1,600 1,840 1,730
- priv ate labels 1,450 1,930 1870
exotic typical products 3,280 9,490 5,900
- leader brands 3540 8850 G 530
- follower brands 25800 9 960 5,270
- priv ate labels - - -
risotto in hox 1,600 8990 3,290
rice soup 2080 2540 2,320

In modern distribution, frozen rice is an important element in differentiating the supply of frozen foods. In Italy, dietary
traditions have clearly favoured the fish-rice combinations, presenting an index of penetration of such dishes that is
quite high (70.3%) and largely controlled by leader enterprises (Tab. 13). The low number of brands per point of sale
reflects the high concentration in a sector that has few items, given the high diversification of supply in the frozen foods
section. In a context where the availability of refrigeration space is low, a key role is played by the preferential
relationships between manufacturer and distribution enterprise, in which the latter finds it convenient to negotiate with
suppliers that can provide the diversified requests of the market and satisfy the needs of prompt delivery. Paella and
other dishes are still not widely available in frozen formats. As they have only relatively recently been introduced and as
their launching phase is not yet terminated, the greater space open to competition allows the follower enterprises to
exert a greater impact**.

**In this case we have decided not to analyse the prices, as the price is dependent above all on the
ingredients required by the dish in question and on the strong differentiation in the modes of presentation ;
furthermore, the package sizes are difficult to reduce to a unit of measurement that can be used for
comparison.

Tab. 13 - Brands, items and prices of frozen ready-made dishes

Categories of products p;r;deter};t?;n no. of brands (1) no. of iterns (1)
average average
per point total per point total
of sale of sale
first dishes with fish 70.3 1.6 9 1.4 10
- leader brands G331 1.4 3 1.2 4
- follower brands 16.5 12 5 1.1 B
paella 198 1.2 5 1.2 5
- leader brands 15.4 1.0 1 1.0 1
- follower brands a.a 1.1 4 1.0 4
other types of dish 24.2 1.5 9 1.2 10
- leader brands 14.3 13 3 1.2 4
- follower brands 121 1.1 G 1.0 G

(11 vaues cdculate d only for the points of sale tha present these typologiesof rice.

As it is well known, the biological sector in Italy is still at the beginning of its life cycle. Much of modern distribution is in
a waiting phase, so the space reserved is inadequate. Biological rice has a high index of penetration as an ingredient
for other, more complex, products (biscuits, puffed rice, etc.). At present the market is controlled by a limited number of
leader brands (Céréal, Bjorg, Germinal), sometimes accompanied by followers (Tab. 14).

Regarding the prices of biological cooking rice, we observe that it is positioned at much higher levels than the
uncombined rice, and that rewards the strong health content appreciated by an increasing segment of consumers. In
fact, the minimum price (4,190 lire/kg) is higher than that of all the typologies considered in Fig. 1, while the maximum is
in line with that of instant rice (the highest of all).

Tab. 14 - Brands, items and prices of biological rice-based products
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index of

Categories of products panstration no. of brands (1) no. of items (1) price per package
average average
per point  total perpaoint  total  minimum maximum
of sale of sale
wehite and whole-grain rice 99 1.0 7 1.1 9 4190 9 000
other rice-based products 824 1.9 a 2.7 16 1,350 4 8320
Total 824 20 12 29 25 1,350 9.000

(11 %alues caculded only for the pointz of saletha present thess tyod odies of rice.

In the last few years, the rice-base breakfast products have expanded considerably on the strength of health and diet
trends, favouring the consumption of cereal products. They can be basically reduced to two typologies : puffed rice and
rice-based desserts and biscuits (Tab. 15). Puffed rice, which is mainly directed at children, has a much higher index of
penetration, especially if considered on its own or without chocolate, without other cereals. There is high concentration
in this sector, which is dominated by a single leader brand, with few items. Recently modern distribution, seeing the
potential for development in this sector, has tried to initiate agreements for the marketing of this typology of product.

The price levels of this typology of product seem to repeat the same competitive picture already seen for combined rice
: aggressive price policies are adopted by the follower brands and private labels, above all in the segment of puffed
rice, in an attempt to erode the leader brand's market space (Tab. 16).

Tab. 15 - Index of penetration, brands and items of rice-based breakfast products

. index of .
Categories of products penetration no. of brands (1) no. of itermns (1)
average average
per paint total per paint total
of sale of sale
ardinary jpuffed rice 901 1.1 10
chocolate puffed rice g81.3 28" 13* 1.1 12
puffed rice mixed with 27 4 10 4
other cereals
cakes and hiscuits 41.8 1.7 9 1.7 12
Total 9.7 1.9 23 31 38

(11 %alues calculated only for the points o f sale that present these tyod ogies of rice.
*overall figure for the three types of puffed rice (index of penetration for puffed rice 95.6%)

Tab. 16 - Prices, positioning and space occupied on the shelves of rice-based breakfast products

space

Categories of . L .DECUPIEd n

price per package positioning on shelves (%) (17 linear metres
products :

per point of
sale

minimum  maximum  average  high  central  low an
puffed rice 2,490 5,960 4,450 11 330 242 4.5 2.2
- leader brands 3,150 5860 4620 0.0 363 25.0 0 2.0
- followeer hrands 2,450 3,590 3425 BT 333 200 a.o 1.1
- priv ate labels 2590 3,890 3 Ra0 4.4 GhR oo a.o 1.0
ordinary puffed rice 2,490 5,320 4,300 281 24 4 14.7 2.4 0
chocolate puffed rice 2,490 5500 4415 271 338 20.3 4.1 1.0
puffed rice mixedwith 3 eqn 5080 530 208 /3 147 59 10
other cereals

cakes and his cuits 1,740 3.890 2,900 57.9 447 24.2 0.0 1.0
Total 1,740 5,960 4,235 41.0 43.2 30.7 4.6 2.0

(13 Yalues el aulated only for the point= of sale that present thess typodogies of dce and these brand groups.

Rice-based salads, including fish or other ingredients, occupy an important position in the dietary traditions of certain
Mediterranean regions. As the pace of modern life has reduced opportunities for cooking, a new opening is that of the
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ready-to-eat foods at the delicatessen counter, where customer assistance makes it possible to promote the image of
the point of sale. If we look at Tab. 17, this item has a low index of penetration owing to the small amount of space
available at the diversified fresh-food counter. The supply, still limited to combinations with a strong seasonal element,
determines a low index of penetration.

Tab. 17 - Ready-made rice dishes at the delicatessen counter

Categories of index of . kil
products penetration RTIEE per ko
iR mum maximum
rice with fish 121 16,000 26500
tice salad 341 11400 22,000
other dishes 19.8 11,900 25,000
Total 429 11,400 26,900

Among the recent innovations involving milk and cheese products, we should mention rice with milk. It is an item at the
beginning of the launching phase, as it is shown by the low index of penetration, a situation also determined, however,
by a market segment where competition is very high owing to the strong presence of substitute products in the
refrigeration section (Tab. 18).

Tab. 18 - Rice-based desserts in the refrigeration section

index of nurmber of number of tems ice ner nackane
penetration brands (1) i P Perp J
AVErane AVEr e
per pointof total per pointof total  minimum magimum  average
sale sale
rice and milk 242 1.1 5 1.1 o] 1,650 3 Bal 2E30

(11 vaues cacuded only for the points of sale tha present these typd odies of rice.

The main factors of differentiation among enterprises

In order to identify the main strategic orientations of modern distribution, factor analysis has been carried out on the
basis of the variables of differentiation and the positioning of rice in the points of sale. Chart 2 lists and describes the
variables included in the analysis.

The results of the factor analysis, using the principal-axis factoring method of factor extraction, are shown in Tabs. 19
and 20. Concerning Tab. 19 we can observe, following Kaiser (1960), that it is the first ten factors, with eigenvalues
greater than one, that should be considered. However, on the basis of a graphic representation of the eigenvalues (Fig.
2), a more restrictive choice procedure (Fabbris, 1983), there are five factors (Harman, 1976), at most six (Cattell,
1966). It is worth noticing that by the first method the percentage of explained variance is 77%, by the second it is
slightly over 60%. Fabbris (1983), however, proposes using the cumulated variance as a means of identifying the
factors to be considered. To this end, he suggests 75% as an acceptable degree of explained variance, even though
lower percentages are also tolerable. The criterion adopted here mediates between these three different methods and
includes the first eight factors, which cover an overall variance of 70.4%.

The factor matrix, rotated by the Varimax method, as in Tab. 20, allows us to characterise the factors on the basis of
the correlation coefficients between variables and factor axes. Before proceeding to an interpretative analysis of each
factor, it is worth noticing, if we take into account the percentage of explained variance (Tab. 19), that the first two
factors exert a decisive weight on the factor solution. It is sufficient to observe that they cover as much as 37.6% of
the total variance, i.e. over half of the overall variance of the eight-factor solution.

Chart 2 - Variables included in the factor analysis
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“ariables Description

AMARCHE average number of cooking rice brands

SPALE % space occupied by leader brands overtotal space of uncombined rice
SPAFD % space occupied by follower brands over total space of uncombined rice
SPAPL % space occupied by private labels over total space of uncombined rice
ABIA average number of white rice items

ABLAN av erage number of white rice v arieties

SPAARE % space occupied by Arborio overtotal space of white rice

SPACOM % space occupied by Comune over total space of white rice

SPARIB % space occupied by Ribe overtotal space of white rice

SPAROM % space occupied by Roma over total space of white rice

SPANIA % space occupied by Yialone nano over total space of white rice
SPALTRO % space occupied by other less common varieties over total space of white rice
APB average number of parboiled references

=PAPE % space occupied by parboiled over total space of uncombined rice
SPAFOFE % space occupied by follower brands for parboiled

SPALEPE % space occupied by leader brands for parboiled

SPAPLPB % space occupied by private labels for parboiled

RC presence of instant rice (1=yes, 0=no)

ARC average number of instant rice references

IMT presence of whole-grain rice (1=yes, O=no)

AT av erage number of whole- grain rice references

ALTRO av erage number of references for other rice typologies

BlMAR average number of brands of rice combined with other ingredients
BKREEF average number of rizota items

BLTIFREF average number of items of exotic combined rice dishes

SURG presence of frozen rice (1=vyes, 0=nn)

CREF av erage number of frozen rice items

CREFFES average number of frozen rice with fish items

CREFPAE average number of frozen paella items

BIOL presence of biological rice (1=vyes, 0=na)

FREF average number of biological rice items

EREF av erage number of breakfast products items

GASTROM presence of ready-made delicatessen dishes (1=yes, 0=n0)

DESSERT presence of desser in the refrigeration section (1=yes 0=na)

Tab. 19 - Results of factor analysis

percentage  cumulated

variable communality  factor eigeny alue .
of variahce  percentage
ABLA 0533 1 a.618 253 253
ABIAY 0915 2 4174 12.3 IF kB
AINT 0808 3 2719 8.0 45 B
ALTRO 0645 4 2436 72 528
AMARCHE 0947 & 1719 = a7 8
AFB 08456 G 14638 445 E2.4
ARG 0793 7 1.396 4.1 Bh .5
BIOL 0797 a 1.324 39 70.4
BlMAR 0849 9 1.203 3A 739
BKREEF 0742 10 1.061 3.1 770

Fig.2 - Factor Scree Plot
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Fig. 2- Factor Scree Plot
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Factor

The first factor can be called Differentiation per typology of product (25.3% of the variance). It has strong positive
correlations with the number of items and the number of brands for each of the less traditional typologies of rice, such
as instant rices (ARC), whole-grain rice (AINT), combined rices such as paella, risottos and rice soups (BKTIPREF and
BKMAR). Correlation coefficients that are positive, but much less so, characterise the degree of differentiation towards
typologies of uncombined rice that are either established in the Italian model of consumption, such as white rice (ABIA
and ABIAV) and parboiled white rice (APB), or are still in the initial phase of the product's life cycle, such as biological
rice (FREF).

The second factor is Competition between leader and follower brands over uncombined rice (12.3% of the variance). At
the extreme negative end of the axis we find the percentage of space occupied by the follower brands (SPAFO) and by
the Vialone Nano variety (SPAVIA). This is explained by the dominant presence of moderate-sized enterprises or, in the
case of Vialone Nano, of brands that enjoy local diffusion. Conversely, the variables most positively correlated to the
factor axis are : the space occupied by leader brands (SPALE), the Roma variety (SPAROM) and the less widespread
varieties in Italian habits of consumption (SPALTRO)**.

**This group includes the following varieties : Ariete, Loto, Europa-Sant-Andrea, Baldo, Thaibonnet and
other unspecified rices that, as we have seen, occupy over all about 25% of the space devoted to
uncombined rice.

The third factor is Frozen rice (8% of the variance). The total number of items (CREF) and the number of items with fish
(CREFPES) are the variables that most strongly characterise the factor at the positive end. Less strong, on the other
hand, is the association with the binary variable SURG, which defines the presence (or otherwise) of frozen rice at the
point of sale. From these results, we observe that it is over the degree of differentiation within the typology rather than
over the actual presence (or otherwise) of the typology that the points of sale differ. Moreover, the breadth of the range
is strictly linked to the number of items in the context of fish dishes.

The fourth factor is Biological rice (7.2% of the total variance). As distinct from the case of frozen rice, here it is the
presence (or otherwise) of product typology (BIOL) that is directly correlated to the factor axis. The number of items
(FREF) is also positively correlated to the factor, but less strongly. This seems to confirm the hypothesis that this
product typology, which is still in the launching phase of its life cycle, finds space only at the retailers that are more
optimistic about the future of this market.

The fifth factor is Parboiled rice (5.1% of the total variance). The percentage of overall space occupied by this typology
(SPAPB) is the variable most strongly correlated to the factor axis. Much less conspicuous, on the other hand, is the
correlation with the number of items (APB). This factor evidences, therefore, how differentiation between points of sale
over parboiled rice (whose presence is by now consolidated) concentrates on space allocation.

The sixth factor is Variety differentiation and delicatessen dishes (4.5% of the total variance). Here only two variables
have significant and positive correlation coefficients with the facto : the number of white rice varieties (ABIAV) and the
presence of rice at the delicatessen counter in the points of sale (GASTRON). The former can be related to the
peculiarities of the Italian market, in which the consumer identifies the characteristics of the product through variety as
well as brand. This is a significant point, if we consider that the innovation is endogenous to the agricultural sector and
constitutes one of the most important levers of differentiation, for manufacturers and retailers alike. However, the
presence (or otherwise) of rice-based dishes at the delicatessen counter, common practice at nearly all the points of
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sale, seems to show how certain retailers have a greater ability at satisfying consumer segments strongly oriented

towards products with a high service content.

The seventh factor is Private label (4.1% of the total variance). In this case the variables significantly characterising
the factor are those defining the space occupied by the dealers' brand. The fact that the space occupied by private
labels for parboiled rice (SPAPLPB) is a variable distinct from that of the overall space occupied by private labels
(SPAPL) underlines the different strategic orientations of retail enterprises within a typology in which the dealer's brand
is traditionally inconspicuous.

Finally, the eighth factor is Variety competition (3.9% of the total variance). At the extreme ends of the factor axis we
find the space occupied by Arborio (SPAARB) and Vialone Nano (SPAVIA). On the one hand, this result stresses the
strong interchangeability of the two varieties in the preparation of risottos. On the other, it establishes a strong link
between traditions of production and local models of consumption, determining a different degree of differentiation in the
product portfolio not only in accordance with the retailer's name and/or the strategic group to which the retailer belongs,

but also in relation to the territory.

Tab. 20 - Rotated Factor Matrix

Factor1 Factor? Factor3  Factord4  Factor&  FactorB  Factor 7 Factor 8
ABLA 0.60 0.30 n.o4 026 001 033 026 0.03
ABIAY 057 -017 -0.01 017 -0.01 0.a2 013 -0.27
AIMNT 072 -0.01 014 -0.05 029 027 011 019
ALTRO 0.44 -0.03 0.o7 0.08 -0.13 017 0.04 -017
AMARCHE 0.71 016 0oy 0.20 0.0z 048 0.0y -0.22
AFB 053 n.o3 004 033 051 .08 0.05 -0.05
ARG 0.es3 0145 -0.03 015 0.0& -0.03 -0.05 -0.08
BIOL 0.3z 0.06 019 074 012 .09 -0.01 012
BKMMAR 073 0.ov7 026 028 003 020 0.05 -0.14
BKRREF 0.34 021 0245 0.35 014 0.18 -0.03 -0.00
BKTIPREF 079 -0.14 0oy -0.0R 0.06 -0.0B -0.09 0.0&
CFEF 019 013 076 -0.02 0.04 0.o7 -0.01 0.05
CREFFAE -0.04 0145 029 -0.04 0.05 .09 -0.04 010
CREFFES 013 0.osg 0.a7y 010 -0.0z2 0.0& 0.01 -0.03
DESSERT 017 0.1 016 017 0145 -0.16 012 .01
EREF 0.30 -0.22 016 019 003 0.345 -0.00 -0.26
FREF 054 -0.24 029 0451 0.03 -0.02 -0.01 012
GASTROMN 0.16 0.oo 024 0.00 -0.04 0a2 0.10 013
IMT 057 -0.04 0.08 -0.03 038 0.34 010 0.31
RC 062 n1a -0.10 035 010 -0.01 -0.08 -0.02
SPAAREB -0.04 0.0s 004 011 0oz 0.0z 0.0y 074a
SRACOM -0149 -0.08 -0.08 -0.30 -0.20 -0.37 017 0.25
SPAFO 0.04 -0.81 0oz 016 -0.045 0.o2 -0.14 -0.15
SPAFOFE -0.03 -0.07 001 -0.00 0.05 -0.02 -0.0z2 0.01
SPALE 0.0a 065 01 032 046 012 -0.24 0.01
SPALEPE 0.18 0oz 0.0R 038 035 0.29 -0.41 -0.07
SPAPH 0149 -0.0R 004 0.0s 0.86 -0.05 -0.12 -0.02
SPAPL a1z 019 0oz 0.01 -0.18 0.21 066 015
SPAPLPE -0.02 -0.04 009 -0.02 003 -0.04 0.as -0.03
SPARIB 0.20 034 -0.30 -0.24 0.01 -0.09 016 0.2&
SPAROM 0.03 072 013 013 -02k -0.01 -0.01 0.18
SPANIA, -0.00 -0.70 -0.02 0.04 014 017 -0.04 -0.61
SURG 0.04 024 0Ea 021 011 014a 010 0.0&
SPALTRO -0.10 0G2 018 0.0z 0.0z 0.04 0.03 -0.21

The strategic groupings

General Characteristics

With the objective of reducing the 91 points of sale to well-defined models of strategic behaviour, we carried out
non-hierarchical cluster analysis, using as independent variables the results associated with the eight factor axes
considered above. After considering the matrix of the distance between groups, the significance of the F test and the

composition of the groups themselves, our choice fell on a six-group solution.
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From an analysis of the distances between groups (Tab. 21), we observe that Group 1 is less differentiated than the
other typologies, while Groups 2 and 4 seem to show the most pronounced specificity, even though the values fall
within a rather restricted range (from a minimum of 2.16 to a maximum of 3.30).

The data shown in Tab. 22 allow us to identify the factors and characteristics associated with each factor distinguishing
the various typologies. Limiting the analysis to the most significant average factor scores, we notice the following :

= 1) Factor F1, Differentiation per typology of product, has a positive value for Group 2, and negative values for
Groups 4 and 5;

2) Factor F2, Competition between leader and follower brands over uncombined rice, has significant positive
values (leader brands) for Groups 1 and 5, and negative values (follower brands) for Groups 2 and 3;

3) Factor F3, Frozen rice, has a high positive value for Group 2 and a lower positive value for Group 5; it has
negative values for Group 3;

4) Factor F4, Biological rice, has a negative value for Group 4, and a positive value only for Group 3;

5) Factor F5, Parboiled rice, has a high positive value for Group 5, and a negative value for Group 4;

6) Factor F6, Variety differentiation and delicatessen dishes, has negative values for Groups 4 and 6, and
positive values (though to a lesser extent) for Groups 1 and 3;

7) Factor F7, Private label, has a positive value for Group 4 and negative values for Groups 5 and 6;

8) Factor F8, Variety competition, has positive values for Groups 1 and 6 (presence of Arborio) against negative
values for Groups 2, 3 and 5 (presence of Vialone Nano).

As the characterisation of typologies is based only on the variables describing retailers' rice strategies, it is worth
discussing the results of the discriminant analysis before examining the individual groupings. The discriminant analysis
subjected to verification the hypothesis of a correspondence between the typological classification thus obtained and
the structural characteristics of the enterprises (geographical location, method of sale, selling space, distribution group
and retailer's name).

It is worth pointing out that while a significant correlation between distribution group and retailer's name is easily
conjectured, the existence of a relationship between enterprise groups and the other structural variables is not so
obvious. Besides, this is justified by the fact that the retailer's name, as a discriminating variable, is practically
indistinguishable from the individual point of sale, since as many as 63 retailers' names have been identified among the
91 retail outlets.

On this basis, Tabs. 23 and 24 summarise the statistics of the analysis, using geographical location, method of sale,
and the respective distribution group or consortium as discriminating variables. What distinctly emerges is that
geographical location and method of sale are the predominant structural characteristics. In fact, among the seven
variables extracted by the stepwise procedure, the four variables with the greatest discriminating power were : the
location of the points of sale in the provinces of Verona (VERO) and Lombardy (LOMB), and the use of the most
modern methods of distribution, i.e. hypermarkets (V007) and discount houses (V009).

We should also stress the high degree of explained variance (73.4%) of the first two discriminant functions and the
irrelevance of the fifth function, which is ignored because it contributes only 0.7% (Tab. 24). Above all, the correlation
coefficients between the discriminant functions and the variables selected by stepwise analysis show the importance of
geographical location in the first function (accounting for 40% of the variance alone). Within this category, the
conflicting results distinguishing the province of Verona and those of Lombardy emphasise how the two areas are
identified with consumption models that are strongly rooted in tradition and, in certain respects, alternative. It is above
all the fact of belonging to particular distribution groups that characterises the second discriminant function, which
accounts for just under 30% of the variance. The third function (17.1% variance) is strongly correlated with the discount
method of sale, which is generally associated with smaller trading areas. The fourth function is most strongly correlated
with the hypermarket (a variance of just under 9%).

The significance of these results is confirmed by the percentage of cases correctly classified on the basis of the five
discriminant functions (67%).

Tab. 21 - Distances between Final Cluster Centres

0.0000

248657 0.0000

21612 26775 00000

245792 33044  ZBB4AS  0.0000

22843 315933 254 3.1931 0.0000

2.3398 J.0004 24285 0 0 29275 2 A8ET3 0.0a00

Lo e R S R R L

18 sur 25 13/05/2011 15:44



Rice in modern distribution in Italy : Factors of competition and strategi... file:///D:/proceed/06.htm

Tab. 22 - Cluster Centres

Factor 1 Factor 2 Factord  Factor4  Factor5  Factor6 Factor 7 Factor 3

01206 07426 01753 01329 04067 04250 02036 04434
1h473  -04B69 10473 02872 -0.3601 01274 00271 05230
00001 05923 08133 04455 01930 04164 00620 07267
07135 001es 00173 09854 0585 07824 14848 00538
06200 07245 05299 0179 13038 03080 -0B364  -0KB193
00659 08641 02RO 01623 03093 08174 04534 11766

Lo RS R ) LN

Tab. 23 - Variables extracted from the discriminant analysis

“arlahles Description Wilks' Lambda =1l
WA location in province of Werona 0.527 0.00
DISC discount method of sale 0.372 0.00
LOMBE location in Lombardia 0.252 0.0o
IPER hypermarket method of sale 0.154 0.00
COMAD  Conad-group retailer 0.143 0.00
ITALMEC Italmec-group retailer 01145 0.0o
COOP  Coop ltalia-group retailer 0.097 0.00

Tab. 24 - Canonical discriminant functions and correlations between discriminating variables

Functions Eingemalue PErCENtage C;':g;ﬁ;ei correlations betwee n discriminanting variables and
g of variance " ntay canonical discriminant functions
of variance

VREAL LOMB COBAD ITALMEC DISC IPER COQOP
1 14862 43.4 43 .4 0.61 054 017 007 -0,22 -0.02 -0.10
2 1.0031 29.9 73.4 0.55 -0.08 -0.53 023 019 001 0,16
3 0A726 171 90.5 -0.03  -0.41 0.42 018 D066 -048 0,
4 02967 g.9 99 .3 -0.42  -018  -0.01 0.00 0,27 077 0.4
5 0.0233 0.7 100.0 0.39 0.3 0.36 0.14 026 002 -0,65

From the results of reclassification analysis (cluster analysis and discriminant analysis), Tab. 25 summarises the main
characteristics of the groupings, with reference to :

1) geographical location of the point of sale;

2) method of sale;

3) selling space;

4) degree of differentiation, index of penetration, space occupied and prices in relation to product typology,
variety, brands and items.

The examination of these aspects allows us to delineate the strategic profiles of the six retail typologies listed below.

Group 1 - Hypermarkets and supermarkets with a strategy that is differentiated yet oriented
towards traditional rices

This group includes 27 points of sale and comprises two formulas, hypermarkets and supermarkets, with a slight
preponderance of the latter (55.6%) over the former (40.7%). From the territorial point of view, there is a strong
concentration in the province of Milan, which accounts for all the hypermarkets of the group. This explains the large
amount of space devoted to rice for cooking (21 linear metres on average), over half of it occupied by the leader
manufacturers.

The presence of the leader manufacturers means less depth to the assortment (on average, there are 7 brands),
though the number of items is high and the variety for white rice is reasonable. The commonest varieties are Arborio, a
well established rice in the northern Italian traditions of consumption, followed by Roma, Ribe and other minor varieties;
Vialone Nano occupies a subordinate position.

The penetration of the other typologies of rice for cooking is high, but the space devoted to them is restricted, with a
clear preference for the leader brands. In particular, unlike other points of sale with similar structural characteristics,
this group gives less prominence to parboiled rice.
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All the other categories of rice-based product, and in particular the ready-made dishes at the delicatessen counter,
have a high index of penetration.

Group 2 - Hypermarkets and large supermarkets differentiated even towards local typical
rices

This group consists of 10 large points of sale (5 hypermarkets and 5 supermarkets) in the province of Verona. These
enterprises show the highest level of differentiation with regard to both the breadth and depth of the supply. They
include not only cooking rice, but also all the other typologies of rice-based product, with the highest choice in terms of
brands and items.

Regarding cooking rice, there is a marked propensity to include innovative products in the assortment (parboiled,
instant, whole-grain and fragrant rice). The number of items for innovative products is higher than in all the other groups.

Regarding the more traditional typology, i.e. white rice, we note a clear orientation towards differentiation : the product
portfolio consists of as many as 22 items and 8 varieties and is furthermore characterised by a strong link with the
tradition of production. Over a third of the space for white rice is occupied by the Vialone Nano variety (associated with
a strong presence of follower brands). In this case the size of the points of sale and, hence, the greater space devoted
to rice (an average of 24 metres) certainly contribute to the high degree of supply differentiation and the important role
of local typical products. This is also confirmed by the high index of penetration of the frozen ready-made products and
by the vast assortment of frozen products combined with fish.

Group 3 - Supermarkets with a strategy oriented towards traditional rice and local typical
varieties

It consists of 21 points of sale, mostly medium-sized supermarkets located in the province of Verona.

This group is characterised by a low diversification in the supply of rice-based products. This aspect is particularly
evident if we consider the low index of penetration of frozen ready-made products and (where present) the slender
breadth to their assortment.

The product portfolio of cooking rice, which is fairly wide (especially considering the more restricted selling space), is
associated with the supply of the territory in which these points of sale operate. In fact, there is a strong presence of
follower brands offering mainly white rice alongside the leader brands. On average 7 varieties of white rice are found,
though almost half the space for this typology is occupied by Vialone Nano.

As for the other typologies of uncombined rice (parboiled, instant, whole-grain and fragrant), the group predominantly
resorts to the leader brands.

Group 4 - Points of sale oriented towards discount formulas

This group consists of 11 points of sale and has no specific geographical connotations. They either adopt discount
formulas or are orientated towards discount (few items, lower prices, high presence of dealers' brands or lowest
prices).

As regards cooking rice, the product portfolio is limited in terms of typologies, brands and items. Parboiled, instant and
whole-grain are hardly present. As for white rice, almost two-thirds of the supply, which concentrates on the less
prestigious varieties, is covered by private labels and, to an even greater extent, lowest prices. The predominant role
of the private label also emerges in the other typologies of cooking rice. For example, where parboiled is present, it
takes up almost two-thirds of the space occupied by this typology.

The 'discount' approach of these enterprises also emerges from the restricted supply of other rice-based products. The
lack of attention to the consumers' demands for health products and the need for ad hoc organisation of the various
sections with assisted sale explain the low index of penetration of biological products, ready-made delicatessen dishes
and fresh desserts. As regards the other categories of combined rice, whose presence has by now become obligatory,
their assortment is poorly differentiated, concentrating on the more traditional rice combinations through a limited
number of brands and lowest prices.

Group 5 - Hypermarkets with global strategies

The 10 points of sale of this group are hypermarkets without clear geographical connotations.

Cooking rice has a fairly low number of brands, with the leader brands taking up almost four-fifths of the space. Their
strong presence is explained by their capacity to satisfy the specific needs of these points of sale, for their products
can be supplied promptly, in large quantities and with a guarantee of constant quality; to which we must add the

20 sur 25 13/05/2011 15:44



Rice in modern distribution in Italy : Factors of competition and strategi... file:///D:/proceed/06.htm

21 sur 25

advantages of a very wide product portfolio. This orientation is reflection in the differentiation of the assortment, with no
single variety clearly prevailing over the others.

The large trading area makes it possible to enrich the supply with less traditional products. Preferential relationships
with the leader enterprises and the needs of the consumer sectors targeted (low-frequency and large-volume
purchasing, attention to products with a high service and price content) explain why a considerable amount of space is
devoted to parboiled rice (with an evident concentration of leader brands).

Despite similarities with Groups 1 and 2 in other respects (selling space and method of sale), the diversification of the
assortment towards other rice-based products is less accentuated. Again, the index of penetration is substantially the
same, but the number of items and the number of brands are noticeably lower.

Group 6 - Supermarkets with a rather undifferentiated traditional supply

This group consists of 12 points of sale, mainly medium-to-small supermarkets operating in the region of Friuli Venezia-
Giulia.

As regards cooking rice, these enterprises have few items, though the index of penetration is high for all the typologies.
The product portfolio concentrates on a limited number of brands and items and also, in the case of white rice, on a low
number of varieties, with a clear predominance of Arborio. A lot of space is devoted to the leader brands, which are
present above all in the less traditional typologies (parboiled, instant, whole-grain). As for white rice, on the other hand,
the follower brands that apply competitive prices have considerable importance.

The assortment of the other rice-based products is reasonably diversified, though the penetration of the ready-made
delicatessen dishes is slight. This is because most of the points of sale are small and cannot permit a wide supply in
the assisted sale section.

Tab. 25 - Characteristics of the strategic groupings
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Group T Group 2 Group 3 Group 4 Group 5 Group 6
{ho=27 fmo=10) fno=21) ho=11) (mo=10) ho=12
Geografical iocat bn:
- Werona 7.4% a0.0% B2.0% - - 28.3%
- other Veneto cities - 10.0% 19.0% 27.2% 40.0% 16.7%
- Lombardia BE.T% - 4. 7% J6.4% 40.0% -
- Fridli WYenezia Giulia 25.9% 10.0% 14.3% 36.4% 20.0% 75.0%
M ethod of saie;
- Hypermarket A0.7% a0.0% 23.8% 27.3% 100.0% 26.0%
- Supermarket 85 6% a0.0% T1.4% 18.2% - BE.7%
- Digcount 3.7% - 4.8% 54 5% - 2.3%
Average seling space devated ta food (m3 2815 2,895 1,665 2,154 3,616 1,546
2l Uncormiined rice
average number of krands 7.0 11.2 8.3 3.8 5.3 5.4
space occupied (metres) 211 244 126 142 18.8 141
space occupied by leader brands 86.2% 35.0% 39.2% 18.8% TT.2% 32.2%
space occupied by follower brands 208% 42.4% 44.2% 15.8% 18.6% 55.0%
space occupied by private lahels 16.2% 13.8% 8.6% 209% 1.7% 5.8%
space occupied by lowed prices 71% 91% a.0% 44 8% 2.5% T.0%
1) White rice
average number of brands 8.8 8.3 B.7 34 3.8 3.6
average number of tems 18.3 221 17.0 1.2 11.49 10.3
average number of varieties 5.3 a8.3 6.6 30 3.8 36
space occupied by thew areties over the total
space for white ric e
- Comune 7.8% B.2% B.3% 1% 9.5% 16.4%
- Arborio 2 T% 17.68% 18.2% 19.7% 13.9% 33 T%
- Yialone nano 4.8% I0.6% 46.8% 17.8% 21.8% 16.3%
- Rama 16.5% 10.8% 4.8% 11,2% 10.2% 4.9%
- Ribe 10.9% 2.0% 4. 6% 2.8% TE% 9.8%
- other minor varieties: 17.3% 11.0% 9.7% 13.2% 24.9% 4.0%
"- Thaihonnet - - 0.5% 2.6% - -
- Padana B.4% 35% 5.2% 5.2% B.0% 7.5%
- Europa e Sant'Andres 6.4% B.0% 2.8% 5.2% a.6% 1.3%
- not indic ated 7.8% I1% 3.2% 3.9% 5.0% -
average price (Lirefko) 3,710 3,602 3,520 2,858 3,781 3,242
& Parboiled rice
index of penetration g98.9% 100.0% 100.0% G365 100.0% 91.7%
averade number of tems 3.2 4.3 38 2.3 37 3.4
space occupied over the tatal for
uncombined rice 13.0% 18.4% 18.9% 2.8% MNA% 23.9%
space occupied by leader brands over the
total devoted to parboiled 78.8% G8.4% T4.2% 211% 87.2% Bl1%
space occupied by private labds over the
total devoted to parboiled 4.1% 8.7% 9.9% G5 95 1.3% 1.8%
spaceoccupied by lowest prices over the
total devoted to parboiled 2.4% 14.6% B.8% 1.5% - 3.5%
average price (Lirefko) 4,105 3611 3,744 3,345 4,415 3,983
I Instant rice
index of penetration BE.7 % 100.0% a1.0% 27.3% BO.0% BE.7%
average number of tems 1.8 3z 1.8 1.0 14 24
average price (Lirefkg) 5,284 G, 439 6,774 4, 867 5,681 7822
4 WWhole- grain rice
index of penetration B3.0% 100.0% B2.0% 36.4% a0.0% 78.0%
average number of tems 1.8 26 1.8 1.2 1.8 1.4
averane price (Liref ko) 4 710 A,132 4 603 4 742 4 743 4 901
o other typolodies of rice
index of penetration 26.0% T0.0% 33.3% 18.2% 200% -
average price (Lirefko) 15,560 1274 12 344 11,640 10,300 -
0 Combined ree wih a heringrederts
3.6 5.4 358 23 a4 3z
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Positioning in the strategic map

On the basis of the considerations advanced here, the similarities and differences between the groups can be
summarised in terms of three large strategic variables :

== 1) degree of diversification, with reference to typologies of rice-based product other than cooking rice (cooking
rice combined with other ingredients, frozen rice, biological rice-based products, breakfast products, fresh
desserts and ready-made delicatessen dishes);

== 2)the degree of differentiation within uncombined rice, both in terms of the varieties of white rice and in relation
to the other categories of uncombined rice in the product portfolio (parboiled, instant, whole-grain and others);

== 3) focus on local typical varieties.

With reference to these three variables, the positioning of the six strategic groupings is shown in Fig. 3.

With regard to 'typicity’, Groups 2 and 3 tend to be opposed to Group 5 and, to a lesser extent, Group 6. With regard to
'diversification', the large trading areas (Groups 1, 2 and 5) clearly distinguish themselves from both the more traditional
methods of sale (Groups 3 and 6) and the outlets oriented towards the discount formula (Group 4). Group 4, however,
distinguishes itself from Groups 3 and 6 both with respect to both ‘typicity' and ‘differentiation’.

Finally, it is worth underlining the particular positioning of Group 1: while its diversification strategies are similar to the
large trading areas; with regard to typicity and diversification its strategies are comparable to the (sometimes
conflicting) orientations of the other groups.

Fig.3 - Positioning map of the strategic groupings

Fig.3 - Positioning map of the strategic groupings
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Conclusions

The study shows that the retailers' rice marketing strategies are strongly oriented towards differentiation also in Italy. In
fact, we have seen that over half the points of sale, which account for most of the selling space, are characterised by a
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marked diversification in the supply of the rice-based product typologies considered (uncombined rice and combined
cooking rice, ready-made frozen products, biological products, breakfast food products, ready-made delicatessen
dishes and desserts). Moreover, nearly all the points of sale show a strong propensity to differentiate within each
typology : by brand and by number of items. A peculiar characteristic of the Italian market is the policy of differentiating
white rice by variety (which explains the high number of items present in this typology).

On the other hand, comparative analysis of the indices of penetration and of the use of selling space shows that,
despite the widespread presence of the more innovative rice-based products, the actual space devoted to themis still
small. This supports the conjecture that the demand for rice on the Italian market still concentrates on the traditional
typologies, towards which the marketing strategies of modern distribution are mainly directed. The link with tradition is
also confirmed by the ways in which rice is present : almost exclusively the format used is the one-kilo pack, and
significant recourse to vacuum-packaging is found only among the leader brands.

These results suggest that there are still many spaces to be occupied in this market, above all by some of the more
innovative rice-based products still at the beginning of their life cycle (whole-grain rice, biological rice, ready-made
frozen dishes, fresh rice desserts and ready-made delicatessen dishes). Furthermore, as regards cooking rice
combined with other ingredients, the main problem is not so much that the market penetration is low as that the Italian
consumer makes little use of it (in comparison with the traditional typologies, white and parboiled rice). Therefore,
though the enterprises have made considerable progress in developing the service content of combined rice and in
accentuating their ease of use, they have been unable to make these products competitive with the traditional rices (as
far as culinary performance is concerned) and to give them a consolidated position in the Italian model of consumption.

While these are the main marketing orientations of modern rice distribution, the study also showed the existence of
differentiated approaches on the part of the enterprises. In this regard, it identified six strategic groupings, positioned in
accordance with three dimensions : diversification per product typology, differentiation within each typology, and
attention to typical products. Three hierarchical factors, therefore, seem to determine the rice marketing strategy : key
variables that enable the industries of production and processing to achieve a competitive advantages and to maintain
it over the course of time. They are identifiable in enterprise (or group) policy, in the policies of the retailer within the
group (differentiated in turn according to the method of sale) and in the link with the local traditions of production and
consumption, with consequent diversification of the marketing policies of the retailer.

References

Agra (1996). Hard Discount in ltalia, Milano.

Agra (1997). Annuario della distribuzione in ltalia, Milano.

Baccarani, C. (ed.) (1993). Imprese commerciali e sistema distributivo, Giappichelli, Torino.

Belletti, G. and Marescotti, A. (1996). Le nuove tendenze nei consumi alimentari, in Berni P. and Begalli D.
(eds), | prodotti agroalimentari di qualit : organizzazione del sistema delle imprese, Proceedings, 32th
Congress of ltalian Society of Agricultural Economics, Il Mulino, Bologna.

Berni, P. (ed.) (1994). Prospects for rice consumption in Europe, Cnr-Raisa, Verona.

Berni, P., Begalli, D. and Spellini, L. (1996). Strategy of the rice processing industry in the area of Vialone
Nano Veronese, Options Méditerranéennes, Vol. 15, no. 2, Ciheam, Montpellier.

Berni, P., Begalli, D., Capitello, R. and Spellini, L. (1996). Strategy of the retail of rice in a district of a great
tradition in cultivation, Options Méditerranéennes, Vol. 15, no. 4., Ciheam, Montpellier.

Boccaletti, S., Moro, D. and Sckokai, P. (1996). Evoluzione della competizione tra distributore ed industria
alimentar : il caso delle marche commerciali e dei discount, Proceedings, 33th Congress of Italian Society of
Agricultural Economics.

Carmignano, G. (ed.) (1992). Private label, Trade Press International, Milano.

Cattell, R.B. (1966). The scree test for the number of factors, Multivariate Behavioral Research, no. 1.
Chataigner, J. (ed.) (1991). La consommation du riz en Europe, INRA, Montpellier.

Colla, E. (1992). Gli ipermercati, Etas Libri, Milano.

Colla, E. (1994). | discount, Etas Libri, Milano.

Department of Marketing (1996). Report on the distribution of rice in the UK, Kingston Business School,
London.

Fabbris, L. (1983). Analisi esplorativa dei dati multidimensionali, Cluep, Padova.

Harman, H.H. (1976). Modern Factor Analysis, University of Chicago Press, Chicago.

Kaiser, H.F. (1960). The application of electronic computers to factor analysis, Educational and psychological
Measurement, no. 20.

Lugli, G. (1993). Economia e politiche di marketing delle imprese commerciali, Utet, Torino.

Pellegrini, L. (ed.) (1996). La distribuzione commerciale in Italia, Il Mulino, Bologna.

Pieri, R. and Venturini, L. (eds) (1996). Cambiamenti strutturali e strategie nella distribuzione alimentare in
Italia, Franco Angeli, Milano.

Sciarelli, S. and Vona, R. (1995). Economia e gestione delle imprese commerciali, Cedam, Padova.

13/05/2011 15:44



Rice in modern distribution in Italy : Factors of competition and strategi... file:///D:/proceed/06.htm

w=PpPrecedente o Accueil Remonter % Suivante wp

Cahiers Options Méditerranéennes, Vol.24, n°3, "Rice quality : a pluridisciplinary approach",
Proceedings of the international Symposium held in Nottingham, UK, November 24-27, 1997
Home Copyright © CIHEAM, 1998

EU Concerted Action for "Quality and Competitiveness of European Rices", EC-DG VI, AIR3-PL93-2518

25 sur 25 13/05/2011 15:44



