Author’s Accepted Manuscript

Competition between organic and conventional
products with different utilities and shelf lives

 vattoaniost
2" ScienceDirect

Yaacov Ozinci, Yael Perlman, Sara Westrich

www.elsevier.convlocate/jjpe

PII: S0925-5273(17)30141-X
DOI: http://dx.doi.org/10.1016/;.1jpe.2017.05.005
Reference: PROECO6710

To appear in:  Intern. Journal of Production Economics

Received date: 7 September 2016
Revised date: 5 March 2017
Accepted date: 8§ May 2017

Cite this article as: Yaacov Ozinci, Yael Perlman and Sara Westrich,
Competition between organic and conventional products with different utilitie
and shelf lives, Intern.  Journal — of  Production  Economics
http://dx.doi.org/10.1016/].1jpe.2017.05.005

This is a PDF file of an unedited manuscript that has been accepted fo
publication. As a service to our customers we are providing this early version o
the manuscript. The manuscript will undergo copyediting, typesetting, an
review of the resulting galley proof before it is published in its final citable forn
Please note that during the production process errors may be discovered whic
could affect the content, and all legal disclaimers that apply to the journal pertain


http://www.elsevier.com/locate/ijpe
http://dx.doi.org/10.1016/j.ijpe.2017.05.005
http://dx.doi.org/10.1016/j.ijpe.2017.05.005

Competition between organic and conventional products with

different utilities and shelf lives

Yaacov Ozinci, Yael Perlman and Sara Westrich
Department of Management, Bar Ilan University, Ramat Gan,
Israel

Abstract

We consider pricing decisions of agri-food retailers offering organic versions and non-
organic conventional versions of a single agricultural product, where the two product
versions differ from each other in terms of their shelf lives and their utility to customers. The
latter is captured in a random “valuation” variable distributed among customers. Due to the
expense of traveling to, and transporting products back from, a given retail location, the
consumer incurs a traveling cost that is directly influenced by the product's shelf life. We first
address a single retailer's pricing decisions, which take into account product utility and
product shelf lives (and, accordingly, traveling costs). We further examine whether the
retailer might benefit from investing in mitigating customers’ traveling costs, e.g., by offering
delivery services. We show that in some cases, no investment justifies itself in terms of
increasing the retailer’s profit. Next, we analyze the case of two competing retailers, each
offering a specific product version. We consider different relationships between the two
competitors: symmetrical distribution of power or asymmetrical distribution, with one player
being the leader in each case. For each game we identify conditions under which the market
is non-degenerate, that is, the demand for both products is positive. Notably, under some

conditions it is not profitable for a centralized retailer to offer both products, yet two
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