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Introduction and summary of key findings 

Retailer brands have been defined as products or services that either carry the brand of the retailer, 

or are separate brands that are controlled by the retailer.1 They can be found on store shelves with 

national or international manufacturer brands and SME brands. Retailer brands can be manufactured 

by a range of suppliers. Large manufacturers often produce retailer brands products alongside their 

own manufacturer brands. Many small and medium size manufacturers specialise in particular 

product lines and concentrate on producing retailer brands almost exclusively. Some major retailers 

and wholesalers operate their own manufacturing plants and provide retailer brand products for 

their own stores2. Retailer brands are a means for retailers to differentiate and complement their 

assortment to rapidly meet ever-changing consumer needs.  

In 2014, the European Commission published a study (Modern Retail Study),3 which concluded that, 

overall retail developments between 2004 and 2012 have led to increased consumer choice and 

innovation. It also revealed a strong level of competition in local retail markets as incumbents adapt 

their assortments to the entry of new players in those markets. However, the results also showed 

that supplier concentration and the economic crisis had a negative impact on innovation4 and 

ǎǳƎƎŜǎǘŜŘ ǘƘŀǘ ǘƘŜǊŜ ǿŀǎ ŀ άƴŜƎŀǘƛǾŜ ƴƻƴ-linear relationship between private label growth and 

innovationέΦ 

The purpose of this report is to document the benefits retailer brands in Fast Moving Consumer 

Goods (FMCG) bring to consumers, to the market, to innovation and to thousands of Small and 

Medium sized Enterprises (SMEs) and local producers. In doing so, it also addresses issues arising 

from four theories suggested by the European Commission Directorate-General for Competition to 

explain the study findings on the relationship between retailer brands and innovation. This report 

integrates desk research and interviews, and bases its arguments on practical examples, expert 

feedback and academic sources. It also puts into perspective the findings of the Modern Retail 

Study, showing the diversity of national situations: consumer purchases remain strongly influenced 

by local tastes and preferences. The report suggests that, while retailer brand growth and slower 

innovation (as defined by the researchers) may have coincided, there is no evidence of any causal 

relationship between the two. 

Main elements of this report 

The retail market is intensely competitive. Consumers want convenience in every aspect of their 

shopping experience. They want choice, and that choice to be presented in a way to make buying 

decisions easy. This means that ranges must be logical for them, without confusion or duplication.  

wŀƴƎŜ ǎŜƭŜŎǘƛƻƴ ƛǎ ǘƘŜǊŜŦƻǊŜ ŀ ŎǊƛǘƛŎŀƭ ǊŜǘŀƛƭ ǎƪƛƭƭ ǘƘŀǘ ŘŜǘŜǊƳƛƴŜǎ ŀ ǊŜǘŀƛƭŜǊΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ǇƻǎƛǘƛƻƴΦ 

Brick-and-mortar retailers select their ranges with great care. Get it wrong, and they lose market 

                                                           
1 Oxera, (2011). The economic benefits of retailer own-brands. 
2 Private Label Manufacturer Association. 
3 European Commission, (2014). The economic impact of modern retail on choice and innovation in the EU food sector, final 
report. 
4 The research employed a narrow definition of product innovation which was measured by analysis of the EAN codes 
ŀǾŀƛƭŀōƭŜ ƻƴ ǘƘŜ ǎƘŜƭǾŜǎ ƻŦ ǊŜǘŀƛƭŜǊǎΩ ǎƘƻǇǎ ǿƛǘƘ ǊŜǎǇŜŎt to five dimensions: new products, new variety / range extension, 
new packaging, new formulation and relaunch. 
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share. They have space and other constraints to contend with. Each product therefore must 

represent a Unique Selling Proposition to deliver real choice, rather than duplication.  

In bricks and mortar stores, retailers create a core range, which will reflect regional and demographic 

differences.  

Discounters have the most limited ranges so it is even more important for them that their ranges 

have the lowest possible level of duplication. Retailer brands are important in this context because 

the retailer can ensure that each and every product is designed to optimise choice and minimise 

duplication. The discounter business model is based on fewer Stock-Keeping Units (SKUs), which  

ǊŜŘǳŎŜǎ ǊŜǘŀƛƭŜǊǎΩ Ŏƻǎǘǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅΦ {ƻΣ retailer brands will become even more strategically 

important for all grocery businesses as competition, inter alia from discounters, continues to 

intensify.  

Online retailers have the benefit of working with virtual shelves. That means that customers can 

tailor the way the range is presented to make the decisions they make simpler. They can filter out 

items which do not interest them. Online retailers can thus stock huge ranges but offer customers 

edited choices with less risk of customers being confused.  

Today, European consumers value retailer brands and buy them regularly - and in significant 

quantities. According to the Private Label Manufacturers Association, in 2014, retailer brands 

represented some 30% of the market in 15 European countries. Market shares have continued to 

grow, although national situations vary. Retailer brands provide real benefits that consumers value. 

Without retailer brands, the larger manufacturer brands would increase their dominance, and thus 

their ability to set (higher) prices in many categories. Retailer brands have led innovation through 

investment in the cold chain and new product development. The combination of these with lower 

prices has resulted in long established brands being challenged.  

The period covered by the Modern Retail study includes the deepest period of economic stagnation 

since the Great DŜǇǊŜǎǎƛƻƴ ƛƴ ǘƘŜ мфолΩǎ ŀƴŘ ŀǎ ǎǳŎƘ ǎƘƻǳƭŘ ƴƻǘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŀǎ άōǳǎƛƴŜǎǎ ŀǎ ǳǎǳŀƭέΦ 

!ǎ ǎǘŀǘŜŘ ōȅ ǘƘŜ aƻŘŜǊƴ wŜǘŀƛƭ ǎǘǳŘȅ ƛǘǎŜƭŦΣ άǘƘŜ ǇŜǊƛƻŘ ŎƻǾŜǊŜŘ ōȅ ǘƘŜ ǎǘǳŘȅ ƛǎ ŎƘŀǊŀŎǘŜǊƛȊŜŘ ōȅ ǘƘŜ 

2008 economic crisis which has had significant impact ƻƴ ŎƻƴǎǳƳŜǊ ǇǳǊŎƘŀǎƛƴƎ ǇƻǿŜǊΦέ5 This 

stagnation led to an unusual period for business, with customers being more price-conscious than 

ever, and the recovery only happening slowly. Throughout the crisis, consumers tried retailer brands, 

got to know and trust them, making repeat purchases. Changing consumption trends, emerging 

health and social concerns have also led to consumers expecting more benefits from the products 

they purchase, and turning to retailer brands, which can offer a range of such options.  

Under these circumstances, in many European countries, manufacturers have cut back on their 

innovation spend and focused their portfolios on A-brands (and removed B and C brands), in order to 

offer consumers prices and promotions to attract them while the crisis hit their purchasing power. 

They have done this while maintaining their overall profitability, and dividends for shareholders. 

Many multinational producers have diverted investment from mature (yet still highly profitable) 

markets in the US and Europe to pursue greater growth potential in emerging economies, where the 

                                                           
5 European Commission, (2014). The economic impact of modern retail on choice and innovation in the EU food sector. 
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combination of stronger consumer loyalty and a fast-growing middle class offer greater prospects for 

growth.  

At the same time,  competitive pressure and low consumer switching costs have forced retailers to 

constantly innovate, in order to differentiate themselves and adapt to consumer demand. They have 

needed to do so in order to retain consumer loyalty and avoid what would have been the alternative, 

ŀ ǇŀƛƴŦǳƭ άǇǊƛŎŜ-ǊŀŎŜ ǘƻ ǘƘŜ ōƻǘǘƻƳέ ƻƴ ŀ ƭƛƳƛǘŜŘ ǊŀƴƎŜ ƻŦ ǘƘŜ ǎŀƳŜ ōǊŀƴŘŜŘ ƎƻƻŘǎΣ ǘƘŀǘ ǿƻǳƭŘ ƻƴƭȅ 

intensify price wars and consumer price sensitivity.  

Consumers have a considerable choice of retailers and exercise that choice. In doing so, they trigger 

market competition. Shops have no option but regularly to refresh their range of products to attract 

customers. The emergence of new forms of trade, including e-commerce and the possibility to 

compare prices and products across different stores along with the development of discount 

retailers, have increased competitive pressure and market transparency. 

Retailers have developed authoritative and highly successful retailer brands in collaboration with 

suppliers. Markets with higher retail efficiency often have a broader range of retailer brand. Retailers 

use their direct access to consumer information to experiment with new products. They develop  

innovative products with their suppliers through e.g. joint product development, exchange of sales 

data, customer feedback, testing, advertising, etc. This is often a trial and error process. Retailer 

brands innovate and are more inclusive; consumers value this and switch between products.  

Retailer brands increasingly take the lead in building and extending trust by launching entirely new 

categories. They seek to meet consumer expectations on convenience and social reponsibility. They 

have created wider choice through Good, Better and Best rangesΦ wŜǘŀƛƭŜǊǎΩ ŎƭƻǎŜƴŜǎǎ ǘƻ ŎǳǎǘƻƳŜǊǎ 

has helped them develop categories neglected by major brand manufacturers such as ready meals, 

innovative recipes, regional products (often in partnership with local initiatives), reformulation (eg. 

free from palm oil when the reference product has palm oil; reduced salt/sugar, etc ), Ψfree-fromΩ 

products (eg. gluten-, lactose- free), products of animals fed with no GMOs or no antibiotics, 

specialty jams with original tastes, yogurts sold individually (hence reducing waste).  

By exchanging information, testing and renewing their products, retailers have sought to offer quality 

retailer brands to complement the national brands, an approach that has been the subject of close 

study and found to be more efficient in creating store differentiation through variety and quality.6 

Even where an innovation is not radicŀƭΣ ƛǘ ǎǘƛƭƭ ƎŜƴŜǊŀǘŜǎ ǾŀƭǳŜ ŀƴŘ ǿƛǘƘ ǊŜǘŀƛƭŜǊǎΩ ŀōƛƭƛǘȅ ǘƻ ƭŀǳƴŎƘ 

products more cheaply, it can be sold successfully. Retailers also use their own brands to facilitate 

ŎƻƴǎǳƳŜǊ ŎƘƻƛŎŜ ǘƘǊƻǳƎƘ ǘƘŜ ǳǎŜ ƻŦ άǳƳōǊŜƭƭŀ ŎƻƴŎŜǇǘǎέ ǘƘŀǘ ǎǇŀƴ ŘƛŦŦŜǊŜƴǘ ŎŀǘŜƎƻǊƛŜǎ. 

The quality of retailer brands often goes well beyond legal requirements. Many retailer brands have 

consequently won quality awards. Examples of standards applied beyond regulatory requirements 

include GMO free, certified palm oil, sugar/salt reduction, Fair Trade Cocoa programmes, or FSC 

certified packaging. Retailers apply quality standards through third party certification schemes such 

as IFS, BRC, ISO22000, IMQ, ICS BIO, Ecolabel, non GMO, MSC, ACS etc. Through their brands, 

                                                           
6 Corstjens, M.  & Lal, R. (1996). Building Store Loyalty through Store Brands. Graduate School of Business, Stanford 
University.  
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retailers play an instrumental role in supporting and promoting the growth of sustainable agriculture 

and fishery (eg. development of MSC standards for sustainable fisheries). Many retail companies 

require their suppliers to subscribe to social compliance codes. Retailers also support government-

driven initiatives in changing product reformulation, nutrition labelling and promotion of healthy 

diet.  

Overall, an important economic impact of retailer brands is the support they offer to networks of 

SME manufacturers and local producers. This contributes to competitiveness and significant 

employment in the agri-food chain. SMEs are a key partner, providing flexibility and innovation. 

Through collaborating in retailer brands, retailers offer SMEs invaluable access to their (local, 

national and international) network of stores and knowledge of the market. SMEs benefit from 

retailer brands as they do not have to bear the costs associated with branding (launching, marketing, 

promotional support, etc.) of manufacturer brands and can expand on thŜ ōŀŎƪ ƻŦ ǘƘŜ ǊŜǘŀƛƭŜǊǎΩ 

marketing of its own name and image. 
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KEY MESSAGES 

 

¶ Consumers regularly purchase retailer brands. They see them as offering good value for money 
and a good alternative to manufacturer brands.  

¶ Consumers have increased their purchases of retailer brands through the crisis and recession.  

¶ Consumers have a choice of retailers. They visit different stores and their loyalty is not 
guaranteed. The effectiveness of loyalty schemes in generating consumer loyalty is limited. 

¶ Consumer shopping behaviour depends on national circumstances and preferences. 
 

 

¢Ƙƛǎ ŎƘŀǇǘŜǊ ǎƘŜŘǎ ƭƛƎƘǘ ƻƴ ŎƻƴǎǳƳŜǊǎΩ ǇǳǊŎƘŀǎƛƴƎ ōŜƘŀǾƛƻur and how they perceive the value of 

retailer brands. Although shopping behaviour depends on national circumstances, generally, 

European consumers purchase retailer brands regularly. They find them good value for money and a 

good alternative to manufacturer brands. This has been particularly the case following the economic 

ŎǊƛǎƛǎΦ ²ƛǘƘ ŎƻƴǎǳƳŜǊǎΩ ƭƻȅŀƭǘȅ ōŜƛƴƎ ƘŀǊŘ ǘƻ ǊŜǘŀƛƴ ŀƴŘ ƭƻȅŀƭǘȅ ǎŎƘŜƳŜǎ ōŜƛƴƎ ƻŦ ƭƛmited effect, 

retailer brands emerge as a crucial tool in ensuring that customers find what they are looking for and 

return to a particular store. With such a high level of consumer acceptance, it is difficult to argue that 

public authorities should side with brand manufacturers against the views of consumers and seek to 

limit retailers in launching their own branded products.  

Consumers value retailer brands highly 

Today, consumers value retailer brands and buy them regularly and in significant quantities. In 

Europe, 70% of respondents to a 2014 Nielsen survey7 believed them to be a good alternative to 

name brands and 69% believed they offered good value for money. 71% said retailer brand quality 

had improved over time. The following graph shows levels of consumerǎΩ ǇƻǎƛǘƛǾŜ ǇŜǊŎŜǇǘƛƻƴ across 

Europe both in terms of value and quality.  

                                                           
7 Nielsen, (2014). The State of Private Label Around the World. 
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Source: Nielsen Global Survey of Private Label, Q1 2014 

 

Consumers trust retailer brand ranges as much as national manufacturer brands: as shown in the 

graph below, two-thirds of shoppers in a UK survey trust retailer brand products as much as national 

brands. Nearly half (47%) said that retailer brand products had the same status in their minds as well-

known manufacturer brands. Most shoppers (62%) believed that the values and benefits of well-

known brands Ψmeant lessΩ today than a few years ago, and would mean even less in the future 

(44%). This opinion was highest among shoppers aged 25-44. 

 

 
 Source: IGD ShopperVista; base: all main British grocery shoppers, March 2015 
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An extensive survey by the Private Label Manufacturers Association across 14 European countries8 

sheds further light on how consumers perceive retailer brands, what the key drivers for their 

purchases are and how they make their purchasing decisions. Key findings are: 

¶ Overall, 90% of consumers purchase retailer brands regularly: 46% of survey respondents 

purchased them frequently and 43% occasionally. Only 10% reported that they did this 

rarely or never. A Nielsen survey in France showed that the vast majority of households 

purchased retailer brands, with 84% of consumer baskets containing at least one retailer 

branded product. 

¶ Consumers purchase significant quantities of retailer brands: 32% of the PLMA survey 

respondents said that half or more of their basket consisted of retailer branded products. 

¶ Value for money remains the key criterion for consumers (73% of the PLMA survey 

respondents) buying retailer brands. Other reasons included quality (37%), special offers or 

vouchers (34%), taste (30%) and trust and confidence in the retailer (24%).  

¶ wŜǘŀƛƭŜǊ ōǊŀƴŘǎΩ ǉǳŀƭƛǘȅ: Over 60% of the PLMA survey respondents strongly agreed or 

agreed that the retailer branded products they bought were as good, if not better, than 

manufacturer brands.  

¶ Consumers like the retailer brands of the main supermarkets where they do their 

shoppingΥ ƻǾŜǊ пл҈ ƻŦ ǘƘŜ t[a! ǎǳǊǾŜȅ άǎǘǊƻƴƎƭȅ ŀƎǊŜŜd or agreed, that the retailer they 

used for their main grocery shopping has better own brand products than other chainsέ.  

¶ Consumers intend to continue to buy retailer brands in the future: many consumers 

discovered retailer brands during the financial crisis. 81% intended to continue purchasing 

retailer brands after the economy improved whilst only 20% said they would stop. 57% of 

survey respondents stated that this was ōŜŎŀǳǎŜ ƻŦ άmy overall satisfaction with own 

brand products in the pastέΤ пфΦп҈ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ άbetter quality of own-brand 

productsέΤ42.6% cited άmore variety of own brandsέΦ 27.6% said that their choice was 

based on άnew and innovative own-brand productsέΤмоΦн҈ άƳƻǊŜ ƻǿƴ-brand organic 

ǇǊƻŘǳŎǘǎέΤмлΦн҈ άƳƻǊŜ ƘŜŀƭǘƘ ŀƴŘ ǿŜƭƭƴŜǎǎ ǇǊƻŘǳŎǘǎέΦ 

Consumer purchasing patterns differ across countries and product categories, reflecting the level of 

development of retail brands in markets, but also the fact that retail markets remain driven by 

national consumer preferences. As a result, any assumption that broad cross-country trends exist 

should be scrutinised particularly carefully in the light of local circumstances.  

Within a country, purchasing patterns for retailer brands are highly heterogeneous across product 

categories, and are influenced by variables such as social acceptance, trust, quality or health 

concerns.9  Studies show that with certain products, shoppers who perceive a high purchasing risk 

tend to prefer manufacturer brands. In sectors such as baby food, make-up, shaving products, beer 

or cola, big manufacturer brands easily lead the market. This is a result of ŎƻƴǎǳƳŜǊǎΩ long term 

association of the brand with quality or social acceptance which retailer brands have not managed to 

match. On the other hand, in categories where there is a lower perceived level of risk (such as frozen 

                                                           
8 ¢ƻŘŀȅΩǎ 9ǳǊƻǇŜŀƴ ǎƘƻǇǇŜǊǎΣ ǊŜǎǳƭǘǎ ƻŦ t[a!Ωǎ ŎƻƴǎǳƳŜǊ ǎǳǊǾŜȅΣ ōŀǎŜŘ ƻƴ ŜȄŎƭǳǎƛǾŜ research for PLMA prepared by Survey 
lab, 2013. 
9 Koen de Jong, (2015). Managing Private Labels.  
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vegetables, fruit juice, rubbish bags), consumers are attracted to retailer brands, particularly if they 

consider the retailer as having a good reputation or quality image.10 

The graph below shows the difference in performance between product categories in the main 

European markets. 

Source: bƛŜƭǎŜƴ όнлмп ύΩ¢ƘŜ {ǘŀǘŜ ƻŦ tǊƛǾŀǘŜ [ŀōŜƭǎ !ǊƻǳƴŘ ǘƘŜ ²ƻǊƭŘΦΩ 

 

 

 

 

 

                                                           
10 J.N. Kapferer, (2008). The New Strategic Brand Management.  
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The economic crisis and the rise of discounters have influenced 

shopping habits 

A consumer survey11 in 14 EU countries, reports that the state of the economy has affected the daily 

lives of 64% of shoppers and that in 2013, 9 in 10 consumers had a status quo or negative perception 

of the future of the economy.12 Unsurprisingly, this has affected their purchasing patterns:  

¶ During the recession, consumers have spent differently on food. They have eaten out less 

and spent more on food to cook at home, including luxury items. 86.1% of survey 

respondents said that they made a meal with fresh or raw ingredients very often (47.6%) or 

somewhat often (38.5%).  

The chart below shows that, similarly, and despite falling prices in France, consumers have 

tended to purchase fewer, but higher quality, products13.  

 

 

¶ Consumers have also changed their shopping habits in other ways:  53.6% reduced their 

impulse buying and 50.4% purchased more retailer brands. Consumers tried retailer 

brands and found them good; 66.8% of respondents reported trying a retailer brand for the 

first time in product categories where they originally bought manufacturer brands.  

¶ A significant proportion of consumers (21.7% of respondents) claimed that they changed 

the type of retailer where they did their regular shopping. 

Though there are wide variations between countries14, discounters have become significant players 

in the retail landscape of most European countries. This reflects the dynamic nature of retail, and 

represents a significant shift in format innovation. In 2013, they achieved a 20% market share across 

Europe15 (from less than 10% in 1991). The business model of discounters was developed around 

limited space and assortment (1,000-2,000 Stock Keeping Units on average16) in which retailer brands 

play a key role. In all countries, confronted with additional competitive pressure, other retailers have 

reviewed their retailer brand assortment to respond to the rapid growth of discounters, resulting in 

the growing presence of a three-tier retail brand segmentation (good, better, best).  

                                                           
11 ¢ƻŘŀȅΩǎ 9ǳǊƻǇŜŀƴ ǎƘƻǇǇŜǊǎΣ ǊŜǎǳƭǘǎ ƻŦ t[a!Ωǎ ŎƻƴǎǳƳŜǊ ǎǳǊǾŜȅΣ ōŀǎŜŘ ƻƴ ŜȄŎƭǳǎƛǾŜ ǊŜǎŜŀǊŎƘ ŦƻǊ PLMA prepared by 
Survey lab, 2013. 
12 ²ƘŜƴ ŀǎƪŜŘ ά[ƻƻƪƛƴƎ ōŀŎƪ ŀǘ ǘƘŜ Ǉŀǎǘ с ƳƻƴǘƘǎΣ ǿƻǳƭŘ ȅƻǳ ǎŀȅ ǘƘŀǘ ǘƘŜǎŜ ŜŎƻƴƻƳƛŎ ŎƻƴŘƛǘƛƻƴǎ ŦƻǊ ȅƻǳ ŀƴŘ ȅƻǳǊ ŦŀƳƛƭȅ 
ƘŀǾŜ ƛƳǇǊƻǾŜŘΚέ пуΦт҈ ƻŦ ǊŜǎǇƻƴŘŜƴǘǎ ǎǘŀǘŜŘ ǎǘŀȅŜŘ ǘƘŜ ǎŀƳŜΣ пнΦт҈ ǎǘŀǘŜŘ Ǝƻǘ ǿƻǊǎŜΦ ά¢ƻŘŀȅΩǎ 9ǳǊƻǇŜŀƴ ǎƘƻǇǇŜǊǎέΣ 
ǊŜǎǳƭǘǎ ƻŦ t[a!Ωǎ ŎƻƴǎǳƳŜǊ ǎǳǊǾŜȅΣ ōŀǎŜŘ ƻƴ ŜȄŎƭǳǎƛǾŜ ǊŜǎŜŀǊŎƘ ŦƻǊ t[MA prepared by Survey lab, 2013. 
13 Kantar world panel ς ŎƻƴǎǳƳŜǊ ƳƻǊƴƛƴƎΩǎ фth edition, 3rd February 2015. 
14 from 11% in FR, IT and SP to over 40% in BE and DE; Grocery universe 2015 results of the 53rd inventory of retail grocery in 
Belgium, Nielsen. 
15 Grocery universe 2015 results of the 53rd inventory of retail grocery in Belgium, Nielsen.  
16 In the DG Competition study of modern retail, a hypermarket is defined as being over 2,500 sqm and offering up to 
20,000 Stock Keeping Units (SKUs); supermarkets  as being 400-2,900 sqm and offering 5,000-10,000 SKUs and discounters 
offer a more limited assortment of 1,000 to 2,000 SKUs. 



10 
 

Today, consumer perceptions of discounter brands have changed as shoppers have become more 

familiar with them. The majority of shoppers agree that the quality of discounter own brands is 

similar to standard supermarket retailer brands or better than the equivalent ranges in 

supermarkets17. Consumer panels and blind tests of discounter products in several markets have 

shown discounter brands scoring higher than some manufacturer branded or more expensive retailer 

brands. More recently, discounters have also launched premium ranges as part of their assortment 

or special seasonal offerings (Christmas, Easter etc).  

 

 Source: IGD ShopperVista Channel Focus food discount April-June 2015 
 (Base: food discount shoppers) 

 

Store and channel switching  

άWith more choices than ever before, consumers have a tremendous range of options and their 

loyalty has become harder to retainέ18. Every day, consumers vote with their feet for the shop 

(whether offline or online) that offers them the best value and best customer experience. 

Technology is changing the loyalty game too: with a huge supply of easily accessible information, 

consumers consult reviews, check social media and compare prices. Consumers expect more for less, 

and if their expectations are not met, they switch quickly to another retailer.  

When doing their shopping, consumers compare not just one product but a basket of products in a 

range of stores. They will visit different stores, depending on their reason for shopping: shopping to 

stock-up, weekly shopping, for a special occasion, on-the-go shopping, top-up, etc. According to 

                                                           
17 IGD Retail Analysis. 
18 Saatchi & Saatchi, (2015). Brand Loyalty Reloaded.  
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consumer survey findings19, 84% of consumers do their shopping in more than one store; 48% in two 

stores; 35% in three or more stores. 

 Example - Belgium 

A market study20 conducted in Belgium shows that on average, Belgian households visited 5.3 

shops (chains) per quarter in 2012. The chart below shows the evolution of the number of store 

chains consumers visit on a quarterly basis.  

 

 
 Source: GfK 

 

A GfK study shows that the Belgian consumer made an average of 169 visits to grocery stores in 

2013. This means an average of 3.25 times a week. The chart below shows a downward trend 

since 2008, with a stronger decrease in 2013. In 2012 people visited a store 3.38 times a week.  

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
19 TƻŘŀȅΩǎ 9ǳǊƻǇŜŀƴ ǎƘƻǇǇŜǊǎΣ ǊŜǎǳƭǘǎ ƻŦ t[a!Ωǎ ŎƻƴǎǳƳŜǊ ǎǳǊǾŜȅΣ ōŀǎŜŘ ƻƴ ŜȄŎƭǳǎƛǾŜ ǊŜǎŜŀǊŎƘ ŦƻǊ t[a! ǇǊŜǇŀǊŜŘ ōȅ 
Survey lab, 2013. 
20 The Marketing Map, based on GfK data. 
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¢ƘŜ ƎǊŀǇƘ ōŜƭƻǿ ǎƘƻǿǎ ǘƘŀǘ ǘƘŜ ŦǊŜǉǳŜƴŎȅ ƻŦ ǎƘƻǇǇŜǊǎΩ Ǿƛǎƛǘǎ ŀƭǎƻ ŘŜǇŜƴŘs on the format of shop 

involved.  

Number of visits per distribution channel per year 

 

 Source: GfK Panel Services 

Example - Netherlands  

A recent study of consumer trends21 shows that on average, Dutch consumers have a choice of 

four supermarket chains in their neighbourhood and the average shopper visits 2.6 supermarket 

chains every month; 79% visit several supermarkets and 47% visit three or more.  

 

When comparing supermarkets, consumers pay attention to price (42%), the appearance of the 

store (40%) and size of assortment (40%). On average shoppers visit two thirds of the 

supermarkets in their area, meaning that proximity remains an important criterion for choice of 

where to shop. Shoppers do 72% of their overall grocery spending in their first choice 

supermarket, 19% with the secondary choice and 9% with their third choice. 

 

 

 

                                                           
21 EFMI business school and CBL, (2014). ConsumentenTrends 2014. 
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Source: ConsumentenTrends (2014) EFMI Business School and CBL 

 Example - Germany 

The German market is characterised by a high number of products on offer. Over the past decade, 

consumers have changed their shopping behaviour, making fewer trips and buying a smaller 

selection of products, making it more challenging for retailers to win the Řŀƛƭȅ άŦƛƎƘǘ ŦƻǊ ǘƘŜ 

ŎǳǎǘƻƳŜǊέ. The following graph shows the reduction in the frequency, the value and the number 

of products purchased.  

 Source: GfK 
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Key determinants of consumer choice 

Consumer choices in terms of shopping decisions are still highly dependent on price, as 70% of 

European respondents in a 2015 Nielsen survey confirmed. But other factors also play an important 

role, such as the reason for going shopping (ie. stock up or on-the-go shopping), perceived quality 

(49% of respondents to a Nielsen survey considered this an important factor) and diversity of 

assortment (important for 43% of Nielsen respondents), convenience such as proximity, accessibility, 

easy parking, time spent at checkout, opening hours etc. The ranking of these criteria depends on 

national circumstances and consumer preferences.  

 

 

 

 

 

 

 

 

 

 

  
 
 Source: Nielsen global survey of e-commerce Q1-нлмпΣ ƛƴ ά¢ƘŜ ŦǳǘǳǊŜ ƻŦ ƎǊƻŎŜǊȅέ Nielsen,  
 April 2015 
 
 

 Example - Belgium 
 The graph below highlights various criteria for consumers in determining their preferences in 

 where to shop. In Belgium, proximity appears to be the determining factor (over 30% of 

 respondents state this as a key criterion), followed by price and quality22  

 

                                                           
22 Le niveau des prix dans les supermarchés, SPF Economie, based on GfK data. 
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 Example ς Netherlands 
The choice of shopping destination is driven by price (86% of respondents state this is an 

important criterion), followed by store appearance and product range.  

 

 

 

Source: ConsumentenTrends 2014 

Consumer shopping behaviour: retaining consumer loyalty 

To keep customers coming back to their stores, retailers need to be aware of the elements described 

previously as driving a decision to switch from one store to another. Nielsen recognises that the 

ŎƘƻƛŎŜ ƛǎ ƛƳƳŜƴǎŜΥ άconsumers have more shopping choices than ever, and as channels proliferate, 

protecting and building store loyalty is no easy taskΦέ23 

The importance of branding and developing brand equity as a means of retaining consumer loyalty is 

ǿƛŘŜƭȅ ǊŜŎƻƎƴƛȊŜŘΥ άIf a brand does the right thing, produces great products and services and behaves 

well, people will vote for that brand with their purchases and loyalty. However, if a company does 

what you do not like, you will vote them out.ά24 According to a study by the Global advertising 

company Saatchi & Saatchi, nearly half of people in the U.S aged between 18 and 44 agreed that 

άbrand loyalty derives from the experiences that brands create from them, a role which in our case is 

played by the retailers.έ25 

In the case of retailer brands, satisfaction created by one retailer brand increases the credibility of all 

retailer brands, making already volatile store loyalty even less predictable.26 As a result, retailers 

have made huge efforts to create a strong, positive image of their store brand in terms of quality, 

cleanliness, character, etc. The image of the store brand is, however, not limited to these aspects, 

but also includes the associations that consumers have with the retailer itself, its engagement with 

customers, corporate values, innovative activities and the shopping experience it offers. When 

                                                           
23 Nielsen, (2015). The future of grocery 
24 European Brands Association (AIM) web site. 
25 Saatchi & Saatchi, (2015). Brand Loyalty Reloaded. 
26 Saatchi & Saatchi, (2015). Brand Loyalty Reloaded. 



16 
 

carried on retailer brand packaging, the store name itself becomes a self-reinforcing, tangible brand, 

which guides the shopper in his or her purchasing decisions, if carefully and consistently built.27 

Loyalty schemes can be perceived as a mechanism that could lock consumers into one store/brand 

through the use of loyalty bonuses. A Nielsen survey of cardholders in 2013 in France, however, 

shows that loyalty card holders still conduct half of their purchases in competing supermarket 

chains28. This means that in practice, the effectiveness of such loyalty schemes remains limited and 

ŎƻƴǎǳƳŜǊǎ Řƻ ƴƻǘ ŦŜŜƭ άƭƻŎƪŜŘέ ƛƴǘƻ ŀ scheme.  

Consumers switching products 

Research shows that, in fact, ǘƘŜǊŜ ƛǎ ǿƛŘŜǎǇǊŜŀŘ ŜǾƛŘŜƴŎŜ ǘƘŀǘ ǎƘƻǇǇŜǊǎ ŦƻǊ ŦƻƻŘ ŀǊŜ άƳǳƭǘƛ-brand 

ƭƻȅŀƭέ ς that is, they have a portfolio of substitutable products in their heads. Ehrenberg argues that 

άŦƻǊ ŦŀƛǊƭȅ ŦǊŜǉǳŜƴǘƭȅ ōƻǳƎƘǘ ƎƻƻŘǎΣ Ƴƻǎǘ ŎǳǎǘƻƳŜǊǎ ŀǊŜ ǇƻƭȅƎŀƳƻǳǎΣ ǿƛǘƘ ǎǇƭƛǘ ƭƻȅŀƭǘƛŜǎ ǘƻ ǎŜǾŜǊŀƭ 

steady partners όΧύΣ ƻƴŜ ŎƻƴǎǳƳŜŘ ƳƻǊŜ ƻŦǘŜƴ ǘƘŀƴ ǘƘe other.έ29 He further argues that there is not 

one single factor determining repeat buying, but different factors such as position on the market, 

number and the popularity of other brands or pack sizes or varieties available, nature of the product, 

weight and nature of promotions30.  

In a majority of cases, shoppers make decisions on what to buy before they go to the store, but there 

is also plenty of room for last minute in-store decisions. The consumer survey conducted for PLMA31 

shows that nearly 90% of consumers make a list prior to going shopping. However, 72% of 

respondents look for products beyond those they intended to buy and more than half of consumers 

say that they always/frequently browse the store and look for unadvertised deals and items on 

promotion. 

When consumers get to the shelf and look for a brand or product, 28% select the particular brand 

straight away without hesitation, but 40.2% look to see what other brands of that product are 

ŀǾŀƛƭŀōƭŜΣ мо҈ ŎƻƴǎƛŘŜǊ ǘƘŜ ǎǳǇŜǊƳŀǊƪŜǘΩǎ retailer brand even if it is not their first choice. The same 

survey shows that if they cannot find the brand they are looking for, shoppers switch and 

experiment: if a particular brand is not available, 48% of respondents buy a different brand, 32% buy 

the retailer brand, and 14% go to another store to look for the particular brand or ask staff for 

assistance (6%). 

A study by the Düsseldorf Institute of Competition Economics32 shows, on the basis of an analysis of 

the German market for nappies, that consumers switch their purchasing if presented with a cheaper 

alternative of similar quality, and that both store and brand loyalty are difficult to maintain. In 

particular they show that the closest and most frequently purchased substitutes to the leading brand 

for nappies are discountersΩ retailer brands.  

                                                           
27 Koen A.M. de Jong, (2015). Managing private labels. 
28  Nielsen, (2013). Cartes de ŦƛŘŞƭƛǘŞ ŘŜǎ ŜƴǎŜƛƎƴŜǎΧ Ŝǘ ƛƴŦƛŘŞƭƛǘŞ ŘŜǎ ǎƘƻǇǇŜǊǎ. 
29 A. Ehrenberg, (2004). What brand loyalty can tell us. London South Bank University 
30 Ehrenberg, A, (2000). Repeat Buying. Journal of Empirical Generalisations in Marketing Science, Vol 5, No.2.  
31 ¢ƻŘŀȅΩǎ 9ǳǊƻǇŜŀƴ ǎƘƻǇǇŜǊǎΣ ǊŜǎǳƭǘǎ ƻŦ t[a!Ωǎ ŎƻƴǎǳƳŜǊ ǎǳǊǾŜȅΣ ōŀǎŜŘ ƻƴ ŜȄŎƭǳǎƛǾŜ ǊŜǎŜŀǊŎƘ ŦƻǊ t[a! ǇǊŜǇŀǊŜŘ ōȅ 
Survey lab, 2013. 
32 Haucap et al., (2013). Inter-Format Competition Among Retailers - The Role of Private Label Products in Market 
Delineation. Düsseldorf Institute for Competition Economics.  
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Conclusion 

In conclusion, consumers trust retailer brands and find them good value and a good alternative to 

name brands. The theory put forward by the European Commission DG Competition ǘƘŀǘ άconsumers 

may not easily switch between shops, giving retailers little incentives to maintain an innovative 

product offerέ simply does not hold true and contradicts the evidence provided elsewhere in the 

Commission report: 

¶ If consumers really did not switch between shops, retailers would have little sense of 

challenge when a competitor opened a new shop in a given catchment area. Yet the 

Modern Retail Study itself shows the opposite, reporting a high level of responsiveness by 

existing retailers to the entry of a new competitor in a given catchment area.  

¶ As demonstrated in this chapter, in practice, consumers have a considerable choice of 

retailers and habitually exercise that choice. In doing so, they trigger competition in the 

market.  Shops have no option but to regularly refresh their range of products to keep 

attracting customers. The emergence of new forms of trade, including e-commerce and the 

possibility to compare prices and products across borders has already had a competitive 

impact, which will only grow. Equally, the development of discount retailers has increased 

these competitive pressures and market transparency33.  

¶ Retailers increasingly use their retail brands as a marketing tool and as a vehicle for 

conveying their overall brand image and its constituent values to the consumer. To do so, 

they use a strong visual identity linked to the store brand itself.  

¶ Loyalty schemes may act to give retailers vital information about consumer preferences, 

but their effectiveness is limited in creating loyalty to a particular store. 

  

                                                           
33 For example, according to Kantar figures Aldi and Lidl now account for 10% of the UK market, with over half of all 
households visiting one of them each month. Three years ago, their combined market share wŀǎ р҈Φ άƛƴ ǘƘŜ ƭŀǎǘ мн ǿŜŜƪǎΣ 
the 2 retailers have attracted another additional million shoppers compared with last year while average spend per trip has 
ƛƴŎǊŜŀǎŜŘ ōȅ ŦƻǳǊ ǇŜǊŎŜƴǘ ǘƻ ϻмуΦурΣ ǿƘƛŎƘ ƛǎ ту Ǉ ŀƘŜŀŘ ƻŦ ǘƘŜ ǘƻǘŀƭ ǊŜǘŀƛƭ ŀǾŜǊŀƎŜέ ŎƛǘȅŀƳΦŎƻƳ όмуκм1/2015). 
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KEY MESSAGES 

 

¶ The business models of retailer brands and branded good are different and subject to ongoing 
changes, dictated by consumer tastes and expectations.  

¶ [ŜŀŘƛƴƎ ƳŀƴǳŦŀŎǘǳǊŜǊ ōǊŀƴŘǎ όάA-brandsέύ continue to dominate significant parts of the market; 
multinational manufacturers have diverted investment away from mature markets to seek 
further growth opportunities in emerging economies. 

¶ Retailer brands are a way to improve the marketing mix, to provide differentiation and 
encourage customer loyalty. They have become a brand in their own right.  

¶ Consumers still want to see their favourite brands on shelves, and retailer brands complement, 
rather than replace A-brands. 

 
 

This chapter highlights the development of retailer brands as autonomous brands, and shows that 

both strong name brands and retailer brands play an equally important and complementary role in 

ǊŜǘŀƛƭŜǊǎΩ ŀǎǎƻǊǘƳŜƴǘǎΦ !ōƻǾŜ ŀƭƭΣ ǘƘŜȅ ŎƻƴǘǊƛōǳǘŜ ǘƻ ŘƛŦŦŜǊŜƴǘƛŀǘƛƻƴ ŀƴŘ ŎƘƻƛŎŜΣ ōŀǎŜŘ ƴƻǘ ǎƻƭŜƭȅ ƻƴ 

price, as would be the case if only branded products were available.  

Introduction 

According to the Private Label Manufacturers Association, in 2014, retail brands represented some 

30% of the market in 15 European countries (see table below).  Market shares have continued to 

grow in most European countries, although national situations vary.  

 

Countries Retail brand market 
share - volume (%) 

2014 

Variation 
2013-2014 

Retail brand market 
share - Value (%) 2014 

Variation 
2013-2014 

Austria 39.8 0.65% 28.5 - 

Belgium 41.8 1.00% 31.3 5.38% 

Czech 
Republic 31.8 1.04% 22.4 1.75% 

Denmark 31.7 2.44% 25.4 1.52% 

Finland 29.7 -10.32% 23.6 7.72% 

France 34.6 -1.33% 27.4 -1.26% 

Germany 44.2 1.56% 34.5 1.53% 

Greece 21.8 -0.61% 16.4 1.78% 

Hungary 33.9 3.65% 25.2 3.31% 

Italy 20.5 1.06% 17.6 1.09% 

Norway 27.9 1.45% 22.7 9.11% 

Poland 34.5 4.10% 24.3 3.42% 

Portugal 43.6 -2.78% 32.9 0.25% 

Slovakia 33.1 0.96% 22.7 2.47% 

 

CHAPTER 2 - CONTRIBUTION TO A COMPETITIVE MARKET 
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Spain 52.1 1.69% 42.0 2.67% 

Sweden 30.7 -1.11% 25.2 0.80% 

Switzerland 52.7 -0.48% 44.5 -1.61% 

Netherlands 28.7 0.83% 27.2 1.62% 

Turkey 22.4 5.73% 15.0 6.66% 

UK 45.4 0.38% 41.4 1.30% 
Source: PLMA, based on Nielsen data 

The development of retailer brands is triggered by supply and demand factors34. Supply side factors 

are based on strategies by retailers to grow larger and faster than their competitors, be different 

from their competitors, attract and keep customers, and gain efficiencies in systems and procedures. 

.Ŝƭƭ ŘŜǎŎǊƛōŜǎ ǘƘŜ ǿŀȅ ǘƘƛǎ Ƙŀǎ ƘŀǇǇŜƴŜŘ ŦƻǊ ŦƻƻŘ ǊŜǘŀƛƭƛƴƎ ŀǎ ŀƴ άƛƴŜȄƻǊŀōƭŜ ƭƻƎƛŎέ ό.ŜƭƭΣ нлллύ.35 

There are, he suggests, four stages of development: 

¶ the growth of large retail chains, as retailers sought to increase their buying power.   

¶ the advent of large retail formats, facilitated by increasingly relaxed planning regimes, 

initially in Belgium followed by France, Portugal, and then the UK.  

¶ the development of dedicated distribution systems by the large integrated retailers: the 

development and application of scanning systems provided the necessary information for the 

ǎǳǇǇƭȅ ŎƘŀƛƴ ǘƻ ōŜ ǊŜǾŜǊǎŜŘ ŦǊƻƳ ΨǇǊƻŘǳŎŜǊ ǇǳǎƘΩ ǘƻ ΨŎƻƴǎǳƳŜǊ ǇǳƭƭΩΦ  

¶ the emergence of retail chains as national brands in their own right: the effect is to move 

away from head to head price competition to a differentiation strategy based on range, 

service, store format and location. 

In terms of the demand side, changes in consumption preferences were triggered by economic and 

societal factors such as increased proportion of working women, ageing population, smaller 

households, increased urbanization, importance of local products, rich becoming richer, millennials 

taking over, etc.36 In Europe, as compared to the US (where, according to Nielsen data retail brands 

have 17.5% market share)37, retailers have sought a different route to offering value to their 

ǎƘƻǇǇŜǊǎΦ Lƴ ǘƘŜ ƭƻƴƎ ǊǳƴΣ ǘƘƛǎ Ƙŀǎ ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ƛƴŎǊŜŀǎƛƴƎ ŎǳǎǘƻƳŜǊǎΩ ǘǊǳǎǘ ƛn retailer brands. 

Furthermore, concentration in the European retail sector has made retailers look for new means of 

differentiation, leading them to invest in retailer brands as a tool to achieve this. In turn, increased 

scale has made investments in more sophisticated retailer brands possible.  

With the growth of retailer brands across Europe, national brand producers have sought to maintain 

their volumes and revenues through intense promotional activity, sometimes at the expense of R&D 

spending. In parallel, retailers have sought, through their retailer brands, new ways of interacting 

ǿƛǘƘ ŎƻƴǎǳƳŜǊǎΣ ǎŜŜƪƛƴƎ ǘƻ ǊŜǎǇƻƴŘ ǘƻ ƴŜǿ ŎǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎΣ ǎǳǇǇƻǊǘƛƴƎ ƛƴƴƻǾŀǘƛƻƴ ŀƴŘ ŎƘŀƴƎŜΦ Lƴ 

other words, retailer brands have become new brands in their own rights. Retailers and suppliers 

                                                           
34 S. Burt, (2000). The strategic role of retail brands in British Grocery Retailing. European Journal of marketing, volume 34. 
35 Bell, R. (2000) Food Retailing in Southern Europe. European Retail Digest, Issue 25, p. 29 
36 R. Benson-Armer, S. Noble, A. Thiel, McKinsey & Company, (Dec 2015). The consumer sector in 2030: trends and questions 
to consider. 
37 Nielsen, (2014). The state of Private Label Around the World. 
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work together to develop retailer brands, which serve to stimulate consumer choice and should not 

necessarily be seen as a threat to manufacturers or producers.38 

The importance of brands 

There are many different definitions of brands but in general terms, a brand can be seen as a 

collection of associations that consumers have when they think of a product or a service. Brands 

identify products and carry a promise to consumers. Intangible features provided by the brand go 

well beyond any functional characteristics of a product and influence its attractiveness. A brand is 

developed by combining consumer needs with product and packaging innovation. The strength of a 

brand is determined by its reputation among consumers and in many ways the lifestyle choices and 

ŀǎǇƛǊŀǘƛƻƴǎ ǿƘƛŎƘ ƛǘ ǎŜŜƪǎ ǘƻ ǊŜǇǊŜǎŜƴǘ ƛƴ ŎƻƴǎǳƳŜǊǎΩ ƳƛƴŘǎΦ /ƻƴǎǳƳŜǊǎ ŀǊŜ ǿƛƭƭƛƴƎ ǘƻ Ǉŀȅ ŀ 

substantial premium for a strong brand and also incur some inconvenience to obtain such a brand.39 

Key characteristics of brands include:  

¶ Logo: a symbol used to identify a good and differentiate it from competitors; 

¶ Company identity: a strong corporate brand gives a competitive advantage to organisations.  

¶ Legal instrument: a brand indicates the statement of ownership; 

¶ LƳŀƎŜ ƛƴ ŎƻƴǎǳƳŜǊΩǎ ƳƛƴŘΥ  ŀ ōǊŀƴŘ ōǳƛƭŘǎ ǳǇ ŎƻƴǎǳƳŜǊǎΩ ƛŘŜŀǎ ŀƴŘ ŦŜŜƭƛƴƎǎ ǘƻǿŀǊŘǎ ƛǘΦ Lǘ 

constitutes an assurance of quality and consistency for consumers when they do not have 

the time or ability to investigate available alternatives; 

¶ Value system:  a brand's strength is underpinnŜŘ ōȅ ƛǘǎ ƘŜǊƛǘŀƎŜΣ ŎǳǎǘƻƳŜǊǎΩ ǇŜǊǎƻƴŀƭ 

ŜȄǇŜǊƛŜƴŎŜ ǿƛǘƘ ǘƘŜ ōǊŀƴŘ ŀƴŘ ƛǘǎ ǊŜŦƭŜŎǘƛƻƴ ƻŦ ƛƴŘƛǾƛŘǳŀƭǎΩ ǇŜǊǎƻƴŀƭ ŀƴŘ ŎǳƭǘǳǊŀƭ ǾŀƭǳŜǎΦ 

Retailer brands share, broadly speaking, all the features of a brand: they are aimed at target 

customers, selecting competitors, defining offer and price, setting up packaging and communications 

strategies, etc. They also have to respond to two constraints simultaneously: they need to find their 

ǇƭŀŎŜ ƛƴ ǘƘŜ ǊŜǘŀƛƭŜǊΩǎ ƳŀǊƪŜǘƛƴƎ ƳƛȄ όƛƴ ǿƘƛŎƘ ǘƘŜȅ ŀǊŜ ŀ ƪŜȅ ŎƻƳǇƻƴŜƴǘ ƻŦ ƛŘŜƴǘƛǘȅ, loyalty 

generation and differentiation) and to use pricing as a driving force behind the marketing mix.40 This 

makes the retailer brand subject to three complex conditions as it must:  

¶ express the values of the store; 

¶ position itself in relation to big brands; 

¶ ŘŜƭƛǾŜǊ ŀ ΨǇƭǳǎΩ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ƭƻǿ-cost products. It therefore resembles a quality label 

attached to a price.  

In pursuing their strategic brand positioning, retailers need to take into account several variables 

which go beyond simply appealing to the consumer. They need to ensure relevance, functionality 

and to be able to create synergies with the other goods in the product offer, so that not just a single 

ǇǊƻŘǳŎǘΣ ōǳǘ ǘƘŜ ƻǾŜǊŀƭƭ ǎƘƻǇǇƛƴƎ ŜȄǇŜǊƛŜƴŎŜ ƛǎ ŜƴǊƛŎƘƛƴƎ ŀƴŘ ƳŜŜǘǎ ŎǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎ ŀƴŘ 

expectations.   

                                                           
38 European Commission, Final Report from the Expert Group on Retail Innovation, p. 22. 
39 Rabobank, (2011). Private labels vs. brands, an inseparable combination. 
40 J. N. Kapferer, (2008). The New Strategic Brand Management. 
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Range construction; the importance of achieving the right mix 

Retailer brands are a means to provide differentiation and to encourage store loyalty. If retailers 

were to sell only name brands, they could only compete on price. By introducing retailer brands, 

they complement their assortment to more fully reflect consumer needs and respond to competitive 

pressure.  As consumer loyalty is never guaranteed (see chapter one), retailer brands are also a way 

to promote loyalty by creaǘƛƴƎ ƎǊŜŀǘŜǊ ƛŘŜƴǘƛŦƛŎŀǘƛƻƴ ǿƛǘƘ ǘƘŜ ǎǘƻǊŜΩǎ ōǊŀƴŘ ŀƴŘ ǾŀƭǳŜǎΦ wŜǘŀƛƭŜǊ 

brands associated with good value for money or quality and innovation perceptions will support the 

competitive image of the retailer and provide a point of differentiation.41 As a result, άǇǊƛǾŀǘŜ-label 

owners do not compromise on quality because they cannot really afford to put a store name or 

their own brand name on a product tƘŀǘ Ƴŀȅ ōŜ ŎƻƴǎƛŘŜǊŜŘ ƛƴŦŜǊƛƻǊΦέ42   

A successful range offers real differentiated choice and seeks to avoid duplication; this requires skills 

to identify products that will win, but also developing viable niche markets that make the retailer 

more attractive to visit. Manufacturer brands and retailer brand products all play important roles in 

offering real choice: ƳŀƴǳŦŀŎǘǳǊŜǊ ōǊŀƴŘǎ ǘŜƴŘ ǘƻ ōŜ άƳŀƛƴǎǘǊŜŀƳέΣ ǘƘŀǘ ƛǎΣ ǿƘŜǊŜ ǾƻƭǳƳŜ ǇƻǘŜƴǘƛŀƭ 

is greatest, whilst retailers also develop products across a broader spectrum of quality, price points 

and niches, ensuring a balanced overall range offering. Retailers will also adapt ranges store by store 

ǘƻ ōŜǘǘŜǊ ǎǳƛǘ ŀ ǎǘƻǊŜΩǎ ƭƻŎŀƭ ŎƻƴǎǳƳŜǊ ǇǊŜŦŜǊŜƴŎŜǎ ŀƴŘ ǘƻ ƻŦŦŜǊ ƭƻŎŀƭƭȅ ǎƻǳǊŎŜŘ ǇǊƻŘǳŎǘǎΦ 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: European Retail Round Table (2014). Retail Information Toolkit  

Retailer brands need strong A-brands because consumers value them. Consumers like to compare 

products and expect their favourite brands in the shops they visit (must-stock items). Strong A-

brands drive store footfall and provide a comparison point in terms of quality and price. Retailers will 

seek to benchmark their mainstream brands on these features.43 They co-exist positively with well-

known brands because they are aware that whether real or perceived, the wrong range choice 

                                                           
41 Koen A.M. de Jong, (2015). Managing private labels. 
42 Planet Retail.  
43 Rabobank International, (2011). Private labels vs. brands, an inseparable combination. 
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reduces the desirability of the store to the consumer and footfall, producing unsatisfactory results for 

both retailer and brand manufacturer.44 

A-brands continue to dominate important parts of the market 

Over the past years, strong manufacturer brands have consolidated through mergers or acquisitions 

between competing brand owners. Overall, big international brands achieve a significantly higher 

return on investment and operating margins compared to retailers. The shape of markets may vary 

across countries, but strong brands remain dominant and unchallenged across a number of product 

categories.  

 Example ς UK and France  
In the UK, despite the high penetration of retailer brands, Nielsen reports that, on average, 40% 

of sales come from the branded category leader, with 41% from retailer brands and 19% from 

other brands. A recent report published in France shows that, on average, the two market 

leaders in each FMCG product category represent 62% of sales of branded products. Many other 

brands have a market share over 50% on certain categories.  

Water Soft Drinks Beers 

Nestlé 32.70% Coca Cola 51.40% Heineken 37.10% 

Danone 26.20% Suntory Or-Schw 20.30% Carlsberg 30.10% 

Alma 22.60% Retailer Brand 9.80% Anheuse 14.60% 

Retailer Brands 13% Pepsico 6.90% Retailer Brands 4.90% 

  
    

  

Tea Herbal tea Chocolate powder 

Unilever Lipton 41.20% Unilever 33.10% Nestlé 41.80% 

ABF Twinings 25.60% ABF 16.40% Mondelez 25.90% 

Retailer Brands 8.70% Retailer Brands 15.60% Retailer Brands 13% 

  
    

  

Roasted coffee Coffee pads Soluble coffee 

Mondelez 45.90% Douwe Egberts  35.90% Nestlé 59.10% 

Douwe Egberts 12.90% Mondelez 29.70% Mondelez 18.10% 

Retailer Brands 19.70% Nestlé 15.50% Retailer Brands 18.10% 

    Retailer Brands 11.60%     
Source: Fédération des entreprises du Commerce et de la Distribution, IRI, 2014 

Category leaders are growing stronger around the world. Smaller brands increasingly find it hard to 

differentiate vs. the big brands and are generally in decline or being bought out by the big brands as 

part of their strategies to dominate categories. Replacing declining brands with retailer brands 

usually comes at the expense of B and C brands (brands with a less defined profile).45 

 

                                                           
44 J.N. Kapferer, (2008). The New Strategic Brand Management. 
45 Many producers of these brands have switched to producing retailer brands (see chapter 4). 
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 Example - Netherlands  
Data from the Netherlands below shows that over 11 years, the market share of A-brands has 

continuously increased despite retailer brand market share increasing. In many categories, the 

retailer brand presents the only real alternative to major brands. 

 

*f=forecast .  

{ƻǳǊŎŜΥ wŀōƻōŀƴƪ LƴǘŜǊƴŀǘƛƻƴŀƭ όнлммύ άtǊƛǾŀǘŜ ƭŀōŜƭǎ ǾǎΦ ōǊŀƴŘǎΣ ŀƴ ƛƴǎŜǇŀǊŀōƭŜ ŎƻƳōƛƴŀǘƛƻƴέ 

 

 Example - France  
The graph below shows that in France, the share of brands/retailer brands/SME branded 

products overall remained stable over the period 2009-2014. Over the past two years, the 

proportion of retailer brands has slightly decreased (from 29.80% in 2012 to 28.70% in 2014) to 

the benefit of SME brands, and to a lesser extent, of larger brands. 

 

 

 

 

 

 

 

 

 Source: Nielsen Strategic Planner 
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Retailer brands may have limited the growth of some leading brands in certain categories, but 

generally, ōƛƎ ōǊŀƴŘǎΩ ǘǳǊƴƻǾŜǊ ŀƴŘ ƳŀǊƪŜǘ ǎƘŀǊŜ continue to grow. The graph below shows that 

growth in turnover of brands in the Dutch market outperforms the average turnover growth rate of 

retailer brands. 

Source: EFMI Business School, January 2014 

In spite of their stronger market performance and their claims to the contrary, as the table below 

demonstrates, A-ōǊŀƴŘǎΩ CAPEX relative to their turnover is not substantially higher than those of 

ǊŜǘŀƛƭŜǊǎΦ ¢Ƙƛǎ ǎƘƻǿǎ ǘƘŀǘ ǎǘǊƻƴƎ ƳŀǊƎƛƴǎ ŀǊŜ ƴŜŎŜǎǎŀǊȅ ǘƻ ƳŜŜǘ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ 

justify the amounts spent on marketing and advertising to maintain brand equity. It also shows that 

capital investment among A-brands has not been proportionally higher than in retail.  

 

 Net results 
όƳ ϵύ 

Turnover 
όƳ ϵύ 

Net 
margins 

ROE  CAPEX/Turn-
over 

Procter & Gamble 11,643 83,062 14% 16.4% 4.7% 

Kraft 1,043 18,205 5.7% 40.5% 2.7% 

Coca cola 7,098 46,012 15.4% 26.7% 5.6% 

General Mills 1,824 17,910 10.2% 25.3% 4.1% 

Unilever 5,171 48,436 10.7% 36.3% 3.9% 

Pepsico 6,513 66,683 9.8% 40.3% 4.5% 

Nestlé 14,456 91,612 15.8% 15.1% 4.6% 

Pernod Ricard 1,027 7,945 12.9% 11.1% 3.7% 
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Danone 1,119 21,144 5.3% 14.6% 4.7% 

Mondelez 2,184 34,244 6.4% 9.6% 5.1% 

[ΩƻǊŞŀƭ 4,910 22,532 21.8% 16.1% 4.3% 

Carrefour 1,249 74,706 1.7% 12.5% 3% 

Casino 251 48,493 0.5% 6.6% 3.2% 

Auchan 574 53,500 1.1%   

Manufacturers average   12.4% 23.4% 4.6% 

Retailers average   1.2% 10.2% 3.1% 
      Source: FCD (French Retail Federation), 2014, based on ƎǊƻǳǇǎΩ ŀƴƴǳŀƭ ǊŜǇƻǊǘǎ 

A-brandsΩ response to the crisis and retailer brands growth 

In response to the crisis and increased competition from retailer brands, brand manufacturers have 

stepped up their promotional efforts in order to narrow the price gap with retailer brands, and 

consequently shoppers in many cases continue to choose a name brand. The crisis has triggered 

many brand manufacturers to concentrate more on price promotions to maintain market share, or 

re-packaging (smaller sizes46), rather than to invest in product innovations. These promotional 

strategies can be effective for manufacturers. A Nielsen study reveals that, in mature markets such as 

the UK, increased branded goods promotions are directly associated with a decline in retailer brand 

value share. Despite an average cost 30% below that of a branded good, narrower price differences 

reduce the price attractiveness of retailer brands. The need for non-price differentiation and 

increased activity in niche and premium sectors47 becomes greater if retail brands can only offer 

price as their main benefit. Other countries, such as Italy and France, have experienced the same 

trends due to increased levels of promotional activity benefiting name brands. In Germany on the 

other hand, continuous innovation through increased offerings of premium products, combined with 

greater promotional activity, have encouraged consumers to opt for retailer brands, which they trust 

and support.  

Multinational producers have in fact diverted investment and innovation from mature (yet still 

highly profitable) markets in the US and Europe to pursue greater potential growth in emerging 

economies, where the combination of stronger consumer loyalty and a fast growing middle class 

generate greater growth prospects. Global brands have bought out local brand leaders and absorbed 

them into their own global brand. Nielsen reports shoppers in Asia and the Middle East to be 

strongly brand-loyal, as opposed to Europe, where retail brands are more widely accepted. 

Resource-constrained shoppers tend to prefer to buy a trusted brand and are prepared to pay a 

premium for this: 58% of Asia-Pacific respondents in a Nielsen survey believed that brands are worth 

the extra price.48 Nearly 60% of respondents in India and Thailand and 55% percent of respondents in 

the Middle East believed they risked wasting money when they tried new brands. Loyalty is not 

                                                           
46 Euromonitor research August 18th, (2014). Smaller packs for bigger sales? Part Two: The Importance of Pricing. See also 
Jonathan Weeks, Ipsos ideas blog. Big opportunities from small packets. 
47 IRi, (2014).Private Label in Western Economies: Closing the price gap, losing share. 
48 This is 10% above global average and 26% higher than in Europe. Nielsen, (2014). The state of Private Label Around the 
World. 
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generated through prices alone, but through ongoing customer satisfaction. Some argue that 

retailer brands have so far not managed to compete effectively with the leading brands in these 

markets leaving the field clear for them to dominate categories. 

 

Source: Nielsen Global Survey of Private Label, Q1 2014 

Brand manufacturers have also sought to consolidate their brand portfolios around leading brands 

and divested secondary and tertiary brands. For example, in Spain, after years of growth & affluence 

(2001-2007), a number of large multinational companies that had taken over national brands went 

through a process of divestment, moving their manufacturing capabilities and relocating production 

in other countries, seeking higher standards of efficiency and productivity, with the net outcome of 

8,600 redundancies and the closure of 41 factories (2001-2015). 

Furthermore, retailers are not the only sales channel for branded goods. Manufacturers have other 

channels and outside options including exports, catering, hospitality sectors, etc., which are often of 

significant economic importance. Brand owners like Apple and Nestle are also establishing a direct 

relationship with consumers via their own physical distribution channels or websites ς e.g. Nespresso 

stores which maintain exclusive distribution of their products, Lindt chocolate shops representing 

ǎƻƳŜ мл҈ ƻŦ ǘƘŜ ƎǊƻǳǇΩǎ ǎŀƭŜǎ ǿƛǘƘ нтр ǎǘƻǊŜǎ ƻǊ Ǿƛŀ ǘƘŜ ŜǎǘŀōƭƛǎƘƳŜƴǘ ƻŦ ƛƴǘŜǊƴŜǘ ǇƭŀǘŦƻǊƳǎΦ So, 

whilst lobbying that retailer brands stop them from innovating, manufacturers are actively recruiting 

consumers direct through social media and e-commerce in an attempt to maintain a dominant 

position on the market. 

 


