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Abstract

The purpose of this study is to understand how retail promotional prices, which can be
decomposed into regular prices and discounts, work differently across store formats.
Particularly, this study investigates the asymmetric elasticities of gains and losses
between regular prices and discounts and the potential price encoding mechanisms
when customers shopped across hypermarket and supermarket. Using the scanner data
from 2014 to 2016 which comes from a membership database of a grocery retailer in
The Nordics, we employed the aggregate sales response model to estimate the relevant
elasticities of store brand and their potential asymmetricities between gains and losses
as well as individual choice model to explore the price encoding mechanisms. Our
empirical results suggest that discounts are more effective especially for hypermarket
format and there are asymmetric elasticities in discounts. This implies that customers
react more significantly when discounts offered are increased.
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