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The Interplay of Product Naming, Customers’ Experience and
Retailers’ Promotion in Purchasing Healthcare Products®
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Yiling Li**, Sanghwa Kim**, Moo Jeon Kim***, Jeonghye Choi

ABSTRACT

1. Introduction

Given consumers’ growing interest in well-being, the demand for healthcare products continues to rise (Grand
View Research 2019; Kuster-Boluda and Vidal-Capilla 2017). The determinants that drive the purchase of
healthcare products can be different from the ones for purchasing consumer goods since healthcare products are
characterized by credence attributes rather than search or experience (e.g., Hsieh, Chiu and Chiang 2005).
Further, product naming can serve to offer pertinent information before purchasing such products as healthcare,
which can affect consumers purchase intention in a different way (Ahn and Yu 2018). Drawing on this research,
the present study examines what drives the purchase of healthcare products and if so, how such effects are
moderated by product naming strategy. Specifically, the authors answer to the following questions: First, how do
consumers’ experience in and retailers’ promotion for healthcare products drive the purchase? Second, do their

effects differentiate in product naming (i.e., ingredient priming vs. function priming)?
2. Hypotheses Development

The healthcare industry as well as academy often capitalizes on ingredients that constitute a product (e.g.,
Garcinia Cambogia), or on its functional aspects (e.g., weight loss) when it comes to promoting product names.
Evaluation of such products depends on consumers’ knowledge, which is substantially developed by their
previous product experience. Consumers responses to retailers’ promotion of products can also potentially

correlate with product knowledge. Thus, this study proposes the framework in which product naming strategy
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wH*xE Assistant Professor, School of Business, Yonsei University



AZAE 20j0) A E Hlo|YZ Do XE AY, 7YY MBS HE HEO| 02 FF | 41

interplays with consumers’ experience in and retailers’ promotion of healthcare products. As shown in Figure 1,

the framework hypothesizes the followings:

[H1] The ingredient-priming product would be purchased more, (a) as the product was purchased more, and (b)
as the function-priming product was purchased more previously.

[H2] The function-priming product would be purchased less, (a) as the ingredient-priming product was purchased
more, and (b) as the focal product was purchased more previously.

[H3] The ingredient-priming product would be purchased less, (a) as the product was discounted more, and (b) as
the function-priming product was discounted more previously.

[H4] The function-priming product would be purchased less, (a) as the ingredient-priming product was discounted
more, and (b) as the focal product was discounted less previously.

Consumers’ H, Ingredient-prniming
Experience | Product Purchase
H,
H;
Retailers’ Function-priming
Promotion H, Product Purchase

<Figure 1> Conceptual Framework

3. Data and Analysis

The authors obtain data from a major online retailer that sells healthcare products. Being time-series data that
range from December 2016 to February 2018, the data have product information such as stock keeping units
(SKU), product category and list price. The data also track individual-level transactions such as customer
identification number, time stamp of purchase, selling price of products, quantity of purchase and the amount of
payment, and customer profiles such as gender and age. Finally, the authors collect data on the number of retailing
drugstores for offline sales and perceived obesity in each region to control for exogenous influences.

The dependent variables are purchase quantity for each of ingredient-priming and function-priming products on
a quarterly basis. As for the independent variable, the authors leverage proxy: First, given that product experience
is developed through the previous purchases, they operationalize customers’ product experience as the previous
quarter’s purchase quantity for each product. Next, given that price discount is one of the most common

promotion tools, retailers’ product promotion is operationalized as the previous quarter’s discount rate for the
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products purchased. Lastly, a control vector for each model consists of such variables as (log) total spending in
the previous quarter, a proportion of healthcare products to total purchase, a proportion of weight-loss products to
healthcare products purchase, and the number of SKUs that accounts for the individuals’ propensity of variety
seeking. The authors also control for customers’ age and gender, and the region level influences such as the

number of retailing drugstores and the perceived obesity.

<Table 1> Parameter Estimates

Ingredient-priming

Function-priming

Product Product

Estimate SE Estimate SE
Intercept 14147 0.389 -0.880 0.283
Purchase quantity of ingredient-priming product® 0.004" 0.002 -0.013 0.013
Purchase quantity of function-priming product® 0.081" 0.013 -0.110" 0.015
Discount rate of ingredient-priming product -0.00 5** 0.002 -0.002 0.002
Discount rate of function-priming product® -0.006" 0.002 0.009"" 0.002
Total spending (KRW(log))® -0.083" 0.007 -0.086 0.006
SKU numbers® 0.044 0.009 0.079" 0.008
Proportion of healthcare products® 0312 0.078 0404 0.074
Proportion of weight-loss products® 0.690 0.076 0.681" 0.074
Regional subjective obesity rate 0.004 0.011 -0.001 0.008
Number of regional retail drugstores 0.003 0.006 -0.004 0.004
Age -0.008 0.004 -0.004 0.003
Gender (male=1) 0239 0.104 0.088 0.075
o 1.642"" 0.047 1.045" 0.024
p 0.149" 0.031

Note: ** p<0.01, * p<0.05, + p<0.10. a Lagged value. Time-fixed effects are included.

Bivariate Poisson regression model is employed to estimate the parameter for the proposed model because the

two dependent variables are count measures and potentially correlated to each other. Both empirical models

include the time-fixed effects to control for unobserved heterogeneity.

(1) Demand, ;,), = B, o+ By Demand, ;) , 1 + By ,Demand, (), + By sDiscount, ;) , 1 + By JDiscounty ),

+ K, C’ontrolsu(s) Feq i

(2) Demand, ;) , = By o+ By Demand, ;) , 1 + By Demand, ), + By gDiscount, ),y + By 4 Discounty ), 4

+ K, Controls, ;) €y 5).

(3) (61727(3).,1) ~ BVN (0) ‘731 paelo-e?
€2,i(s),t 0/°\po10.s 032
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Based on the estimation results in Table 1, we suggest the following empirical findings. First, the purchase of
the ingredient-priming product has a significant and positive relationship with the previous purchase of the same
product and has a significant and positive relationship with the previous purchase of the function-priming
product, supporting both Hl(a) and H1(b). Second, the purchase of function-priming product has a significant
and negative relationship with the previous purchase of the same product but does not have a significant
relationship with the previous purchase of the ingredient-priming product. Thus, H2(a) is rejected and H2(b) is
supported. Third, the purchase of the ingredient-priming product has a significant and negative relationship with
the previous discount of the same product and has a significant and negative relationship with the previous
discount of the function-priming product, supporting H3(a) and H3(b). Fourth, the purchase of the
function-priming product has a significant and positive relationship with the previous discount of the same
product but does not have a significant relationship with the previous discount of the ingredient-priming product.
Thus, H4(a) is rejected and H4(b) is supported.

4. Conclusion

This study demonstrates the interplay of product naming, customer experience and retailer promotion in
purchasing healthcare products. Drawing from the empirical findings, the authors suggest two important
conclusions about consumer’s purchase of healthcare products. On the one hand, consumers are switching their
purchase from function-priming to ingredient-priming products as their product experience increases. On the
other hand, function-priming products can take advantage of discounting price whereas discounting promotion is
in general detrimental to the purchase of ingredient-priming products. Contributing to research in healthcare
products retailing, this study provides managerial implications so that retailers can leverage their product naming

strategy in conjunction with the previous consumer experience in and discount promotion of healthcare products.

Keywords: Healthcare Product, Consumer Purchase, Product Naming, Ingredient-priming, Function-priming,
Product Experience, Product Promotion






