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Examining demographic differences in shifting purchase behaviors for the in-store
bakery

It is apparent that consumers are trading down and out of certain fresh foods categories in an effort to
stretch their dollars. In recent issues of The Fresh Perspective, the Perishables Group examined
consumer trade down behavior in produce, seafood and meat.

The Perishables Group is completing the final analysis of a consumer research project examining shifting
consumer purchase behaviors. The examination of loyalty card data as part of the study found many
consumers are actively shifting purchases within some fresh food categories from higher-priced to lower-
priced items, even if the actual shelf prices on more expensive products have not increased as much as on
similar lower-priced items.

The study also found retailer promotional practices can play a role in influencing consumer purchases, by
encouraging shoppers to trade down when the low-priced items in a category are given the deepest
promotions. The same influence can be seen with retailers who are lowering prices on high-priced items
in a category, as many consumers choose the more expensive items because they offer the best value.

As a final examination of the study, the Perishables Group recently conducted and analyzed consumer
surveys of 1,000 shoppers in the East and West coast retailers participating in the research project. The
results provide a captivating picture of consumer perception of price changes and how their perception is
affecting their final purchase decisions. By understanding the values and decisions of different consumer
groups, retailers can spur sales through targeted marketing efforts.
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Overall, nearly two-thirds of the survey respondents have noticed in-store bakery prices have risen over
the past year. Many are now buying baked goods on sale, buying fewer baked goods and reading the
weekly ads.

More than half of survey respondents are more likely to choose sale items over non-sale items. Shoppers
often said they are trying to economize by buying less and choosing lower priced alternatives. Almost half
are now buying more store brand items and nearly a third are looking for recipes with less expensive
ingredients.

On average, 35% of consumers are now turning to the center-store grocery aisles for their baked goods in
an effort to save money. Perhaps surprisingly, consumers with incomes above $100,000 are trading down
the most, with 56% saying they are now buying their baked goods from the grocery aisles. Consumers
with incomes between $25,000 and $50,000 are remaining relatively loyal to the in-store bakery, with
22% trading to the grocery aisles for their baked goods. Perhaps consumers with lower incomes are
remaining loyal to the in-store bakery because they are cutting back in other areas, while high-quality food
from the supermarket remains a luxury they can afford. Yet consumers with high incomes could be
opting to keep other luxuries, but cutting back on their grocery purchases.

Source: Perishables Group Pricing Consumer Research Project 2009
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Looking more closely at the in-store bakery, fresh
bread has long been a staple category. Yet the center | %
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category. Survey results indicate that consumers ages 45 to 54 are cutting back the most of any age group,
with 39% buying less bread due to higher prices. Even more dramatic, 46% of consumers earning
$100,000 or more are buying less bread from the in-store bakery.
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Though pastries were ranked third by consumers for being higher priced than they were a year ago, they
are suffering from a deeper degree of diminishing sales than any other category, perhaps due to the
impulse and discretionary nature of the category. Consumers ages 55 and older are dropping off the most,
with 58% saying they are buying fewer pastries than they were a year ago, followed by 31% of consumers

aged 34 or younger.
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demonstrates the
endurance of a staple category such as bread, as opposed to a discretionary category like pastries.

The bottom-line is that consumers are aggressively looking for ways to save money, and most notably by
trading down and out of discretionary categories/products. Retailers can help boost sales by executing
value-focused promotions that will be attractive to age groups with discretionary spending ability, such as
those with no kids and less immediate worries about dwindling 401Ks.

Source: Perishables Group Pricing Consumer Research Project 2009
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