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Introduction and summary of key findings

Retailer brandshave been defined as products or services witlter carry the brand of the retailer

or are separate brands that are controlled by the retailéThey can be found on store shelves with
national or international manufacturer brands and SME brands. Retaiands can be manufactured
by a range of supplierk.arge manufacturer®ften produce retailer brands products alongside their
own manufacturer brands. Mangmall and medium size manufacturerspecialise in particular
product lines and concentrate orrgducing retailer brands almost exclusively. Samggor retailers
and wholesalersoperate their own manufacturing plants and provide retailer brand products for
their own store$. Retailer brands ara means for retailers to differentiate and complement éir
assortment to rapidly meet evechanging consumer needs

In 2014, the European Commission published a sfibydern Retail Study 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 nelayers in those markets. However, the results also showed
that supplier concentration and the economic crisis had a negative impact on inndvainzh
adZA3Sad SR GKF G {KS-NBar rglatianship betwged Privaieh 1@b8l grgwzhyand
innovatiore @

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 doingadso addresses issues arising
from four theories suggested by the European Commission Direct@ateral for Competition to
explain the study findings on the relationship between retailer brands and innovation. This report
integrates desk research aridterviews, and bases its arguments on practical examples, expert
feedback and academic sources. It afds into perspective the findings of théMlodern Retall

Sudy, showing thediversity of national situations:consumer purchases remain strongly infleced

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 repa

The retail market is intensely competitiv€onsumers want convenience in every aspect of their
shopping experienceThey want choice, and thahoice to be presented in a way to make buying
decisions easyThis means that ranges must be logical fonth&vithout confusion or duplication.

wky3aS &aStSOlA2y A& OGKSNBFT2NB | ONRGAOL NB G AT
Brickand-mortar retailers select their ranges with great car&et it wrong, and they lose market

10Oxera (2011).The economibenefits of retailer owsbrands.

2 Private Label Manufacturer Association

3 European Commissio(2014).The economiampact of modern retail on choice and innovation ie #U food sector, final

report.

4 The research employed a narrow definition of product innovation which meaasured by analysis of the EAN codes
F@grAtlotS 2y G(KS aKSt @Sio fie HimaiSons: el Srothic, néwkvarieli / rande extensiol, & LIS O
new packaging, new formulation and relaunch



share. They hayv space and other constraints to contend withach product therefore must
represent a Unique Selling Proposition to deliver real chgicather than duplication.

In bricks and mortar stores, retailers create a core range, which will reflect regiondeamagraphic
differences.

Discounters have the most limited ranges 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 thatadh and every product is designed to optimise choice and minimise
duplication. The discounter business model is based on fewer Steelping Units (SKUs), which
NBRdzOSa NBGIF AT SNBE Oetailep Brands will betgfie Teked Imyré Gtiatdyically? =
important for all grocery businesses as competition, inter alia from discounters, continues to
intensify.

Online retailers have the benefit of working with virtual shelve$hat means that customers can

tailor the way the range is presented to make thecidéons they make simpler. They can filter out
items which do not interest thenOnline retailers can thus stock huge ranges but offer customers
edited choiceswith less risk of customers being confused.

Today, European consumers value retailer brands buag them regularly- and in significant
guantities. According to the Private Label Manufacturers Associatior014 retailer brands
represented some 30% of the market in 15 European countrigkrket shares have continued to
grow, although national siations varyRetailer 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 ledaition 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 periecoobmic stagnation
sincethe Great S LINBaaA 2y Ay GKS mMdbonQa FyR | a &adzOK &K 2 dz
l'a adlGSR o0& GUKS a2RSNy wSiOlFAf addzRe AdaSt¥Fz adif
2008 economic crisis which has haynificant impact2 y O2 y & dzY SNJ LJIZNTD& | & A y 3
stagnation led to amunusual period for businesswith customers being more priceonscious than

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

got to know and trust themmaking repeat purchasesChanging consaption 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 rafigech options.

Under these circumstances, in many European countries, manufacturers have cut back on their
innovation spend and focused their portfolios ofbrands (and removed B and C brands), in order to
offer consumers prices and promotions to aitt 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)
marketsin the US and Europe to pursue greater growth potential in emerging economies, where the

5 European Commissio(2014) The economic impact of modern retail on choice andvation in the EU food sector



combination of stronger consumer loyalty and a fgepwing middle class offer greater prospects for
growth.

At the same time, competitive pressure and low consuswitching 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,
LI AYFNEEOSI LGNS QSKS o62G02Y¢é 2y | fAYAGSR NI y3asS 27
intensify price wars and consumer price sensitivity.

Consumers have a considerable choice of retailers and exercise that chisicoing so, they trigger
market competitio. Shops have no option but regularly to refresh their range of products to attract
customers. The emergence of new forms of trade, includirgpramerce and the possibility to
compare prices and products across different stores along with the developmfedisoount
retailers, have increased competitive pressure and market transparency.

Retailers have developealthoritative and highly successful retailer brands in collaboration with
suppliers Markets with higher retail efficiency often have a broader enfretailer 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, testin advertising, etc. This is often a trial and error proc&sailer
brands innovate and are more inclusive; consumers value this and switch between products

Retailer brands increasingly take the leadinlding and extending trust by launching entike new

categories They seek to meet consumer expectationsconvenienceand social reponsibility They

have created wider choice through Good, Better and Best ratgesw S G A f SNBEQ Of 23Sy Sz
has helped them develop categories neglected by mhjand 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, éfeg-fromQ

products €g. 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 havéstmugffer quality

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

study and found to be more efficient treating store differentiation through variety and qualit§

Even where an innovation is not rai¢ = A G aGAff 3ISYSNI GSa QI fdzS |yl
products more cheaply, it can be sold successfully. Retailers also use their own brdadtit&e
O2yadzySNJ OK2A0S (KNRdzZZK GKS dzaS 2F adzYoNBtfl 02y

The quality of retailer brands often goes well beyond legal requiremenrasiyMetailer brands have
consequently won quality awardsExamples oftandards applied beyond regulatory requirements

include GMO free, certified palm oil, sugar/salt reductionir Hmade Cocoa programmes, or FSC
certified packaging. Retailers apply quality standards thrabgld party certification schemesuch

as IFS, BRC, 1S0O22000, IMQ, ICS BIO, Ecolabel, non GMO, MSC, ACS etc. Through their brands,

6 Corstjens, M. & Lal, R1996). Building Stoe Loyalty through Store Brand&raduate School of Business, Stanford
University.



retailers play an instrumeat 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 tmcial compliance codesRetailers alssuppott government

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

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

SME manufacturers and local producer$his contributes to competitiveness and significant
employment in the agrfood 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 ¢htho 01 2 F G KS
marketing of its own name and image.



CHAPTERc A FORCE FOR CONSUMER SATISFAC

KEY MESSAGES

Consumers regularly purchase retailer bran@sey seethem as offeringgood value for mone
and a good alternative tmanufacturerbrands.

Consumers have increased their purchases of retailer brands through the crisis and reces
Consumers have a choice of retaileffhey visit different stores and their loyalty is n
guaranteed The effectiveness of loyalty schemesgeneratingconsumer loyalty is limited.
Consumer shopping behaviour depends on national circumstances and preferences.

¢CKA&a OKIFLIGSN aKSRa f A3K( urayidhdetheppersebaie Calud ifzZNO K | & A
retailer brands. Although shopping behaviour depends on national circumstances, generally,
Europeanconsumers purchase retailer brands regulafilyey find them good value for moneyd a

good alternative tananufacturerbrands. This has beegyarticularlythe casefollowing the economic
ONRaAad 2AGK O2yadzYSNEQ f2elftide o0SApiiRdeffdctNR (2 |
retailer brands emerge as a crucial tool in ensuring that customers find what they are looking for and

return to a particularstore. With sucha highlevel of consumer acceptance, it is difficult to argue that

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

limit retailers in launchingheir own branded products.

Consumers value retailer brands highly

Today, consumers valueetailer brandsand buy themregularly and in significant quantities. In

Europe, 70% of respondents to 2014 Nielsen surveybelieved them to bea good alternative to

name brands and 69% beliayéhey offered good value for money71%saidretailer brandquality

hadimproved over timeThe following graphshows levels ofonsumed Q LJ2 & A (i A @cfssLIS NDO S L.
Europe both in terms of value and quality.

7Nielsen, (2014)The State oPrivate Label Around the World.



PERCENT OF RESPONDENTS WHO SOMEWHAT OR STRONGLY AGREE

. PRIVATE LABELS ARE USUALLY EXTREMELY GOOD VALUE FOR MONEY

@ MOST PRIVATE LABELS' QUALITY ISAS GOOD AS NAME BRANDS'
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SourceNielsen Global Survey of Private LaQdl 2014

Gonsumerstrust retailer brand ranges as much as nationahanufacturer brands as shown in the
graph below, twethirds of shoppersn aUKsurveytrust retailer brandproducts as much as national
brands Nearly half (47%$aidthat retailer brandproduds hadthe same statug their mindsas wel
known manufacturer brands. Most shoppers (62%) belietleat the valles and benefits of well
known brandst¥heart lesXtoday than a few years agand wouldmean evendss in the future
(44%). Thispinionwashighest among shoppers aged-28.

trust PL prodects as much as well say PL products have: he same
known brands statusthat well-known brands have
(s 6% in 2013)

¥

say well-known brands will mean less say EE values anﬂ EHE;E ol wi
to mee in the future known brands mean less today

SourcelGD ShopperVista; base: all main British grocery shoppers, [2@t6h



An extensive survey by the Private Label Manufactifessociation acros$4 Europeancountrie$
sheds further light on how consumers rpeive retailer brands, whathe key drivers for their
purchasesareand how theymaketheir purchasing decisionkey findings are:

9 Overall 90% of consumerpurchase retailer brands regulany46% of survey respondents
purchasa& them frequently and 43% occesally. Only 10% repogtl that they did this
rarely or never.A Nielsen survey in France showsht the vast majority ofhouseholds
purchasea retailer brands,with 84% of consumer basketontainingat least one retailer
branded product.

1 Consumerspurchasesignificant quantities of retailer brands32% of the PLMAsurvey
respondents saithat half or more of their basket consistedf retailer brandedproducts

1 Value for moneyremains the key criterion foconsumers(73% ofthe PLMA survey
respondent$ buying retailer brandsOther reasons includeguality (37%), special offers or
vouchers (34%), taste (30%) and trust and confidence in the retailer (24%).

T wSiaFAf SN 0 Nvef BoCDf tedPLNIA\siirgey respondents strongly abje
agreal that the retailer branded products they bought wegs good, if not better, than
manufacturer brands.

1 CGonsumers likethe retailer brands of the main supermarkets where they do their
shoppingr 2 @GSNJ nm> 2F GKS t [faerlagred didii® detaiterdtieNR y 3 £ &
used for their main grocery shopping has better own brand products than other chains

1 CGonsumers intend to continue tobuy retailer brandsin the future: many consumers
discovered retailer brands during the financial crisis. &i%nded to continue purchasing
retailer brands after the economimprovedwhilst only 20% said they would stop7% of
survey respondentstated that this wasd S O dzanfy overall satisfaction with own
brand products in the pagt T ng@dnm: 0 S Gettdragiality2 F owiritahd d
productst 4R.6% cited dmore variety of own brandg @7.6% sl that their choice was
based ondnew and innovative owrbrand productg Mo @ "> & Y-igra\dS organic Y
LINE Rdz@{asi: T a Y2NB KSFHf GK FyR ¢SftfySaa LINEBRdAzO( 3

Consumer purchasing patterns differcross ountries and product categoriesreflectingthe level of
development of retail brandsn markets but alsothe fact that retail markets remain driven by
national consumer preferenceés a resultany assumption that broad crossountry trends exist
should bescrutinised particularlycarefully inthe light of local circumstances

Within a country, puchasing patterns for retailebrands are highly heterogeneouacross product
categories and are influenced by variables such as social acceptance, trust, qualitbeaith
concerns’ Sudies show thatwith certain products shopperswho perceive a high purchasing risk
tend to prefer manufacturerbrands In sctors such as baby food, make, skaving products, beer
or cola, bigmanufacturerbrands easily lead the markeThis isa result ofO 2 y & dz)Mr&)N&N©
association of the brandith quality or social acceptanaghichretailer brands have not managed to
match On the other hand, inategories where theres a lower perceived level of risks(ich adrozen

8¢2RI2Qa 9dNELISBSYdA KALIRIFSNE [ a! Qa 02y tesexiS Kok RLMANItefaiel byBlneyp R 2y S
lab, 2013
9 Koen de Jond2015) Managing Private Labels



vegetables, fruit juicerubbishbags),consumersare attracted to retailer brands, particularly if they
considerthe retailer as having good reputation or qualitimage?!®

The grah below showsthe difference inperformance between product categoriesn the main
European markets.

ALCOHOLIC BABY &p CONFECTIONERY
BEVERAGES CARE & SNACKS

@ PRIVATE LABEL @ BRAND

L ] ® L ] L ]
UK GERMANY  FRANCE ITALY SPAIN
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Sourceb A St &Sy oHnamn 0Q¢KS {dFrdS 2F tNAQGFGS [FoSta ! NRPdzyR

10J.N. Kapferei(2008) The New Strategic Brand Management.



Theeconomiccrisisandthe rise of discounterdhaveinfluenced
shopping habits

A consumer survéyin 14 EU countries, reports that thetate of the economy has affected the daily
livesof 64% of shopperand that h 2013, 9 in 10 consumers hadtatus quoor negative perception
of the future of the economy? Unsurprisinglythis has affected their purchasing patterns:

1 Duringthe recessionconsumes have spent differently onfood. They havesatenout less
and spent more onfood to cook at home including luxury items. 86.1% of survey
respondents said that themadea meal with fresh or raw ingredients very often (47.6%) or
somewhat often (38.5%).

Thechartbelowshows thatsimilarly, and despite fallingricesin France consumers have
tended topurchasefewer, but higher quality; products'.

+0.7

e WEIGHED 13 +0.8 ANNUAL

VALUE AVERAGE DEFLATION CHANGE IN
CHANGE CHANGE IN VALUE
VOLUME

1 Gonsumers havealsochanged their shopping habita other ways: 53.6%reduced their
impulse buyingand 50.4% purchasednore retailer brands Consumers tried retailer
brands andound them gooc 66.8%0f respondentseported trying aretailer brandfor the
first time in product categories where they originally bougtdanufacturerbrands.

1 Asignificant proportion of consumers (21.7% of respondents) claimed that ¢hapged
the type of retailerwhere they did their regulashopping

Though thereare wide variatiors betweencountries?, discounters have becomsignificantplayers

in the retail landscapeof most European countriesThis reflects the dynamic nature of retail, and
represents a significant shift in format innovatidn.2013, they achieved 20% market share across
Europé® (from less than 10% in 199I)he business model of discounters wesveloped around
limited space andissortment {,0002,000 Sock KeepindJnits on averag®) in whichretailer brands
play a key roleln all countries, confronted with additional competitive pressuathger retailers hawe
reviewed their retailer brandassortmentto respond to therapid growth of discountergesulting in
the growing presence athree-tier retail brand segmentation @pd, better, best).

NU¢ 2RI @Qa 9 dINELINDAE daA KALIBSINEt [ a! Q&4 02y adzy SN PdMIp@gaed by - a SR 2y
Survey lab, 2013

22 KSy F&a1SR a[221Ay3 oFO0O] Fid GKS LI ad c¢ Y2ydKax ¢g2dZ R &2dz
KI3S AYLINROGSRKE nyor: 2F NBaLRyRSyida aidl SR a@KRIRISNES Zal
NBadzZ Ga 2F t[a! Qad O2yadzy SN a dmipepaed by BuiveyRab,2013. SE Of dza A S NBa S|
13Kantar world panet O 2 y' & dzY S NJ ¥ @dNdA A3yFa@udary 2015

14from 11% in FR, IT diSP to over 40% in BE and BEjcery univers2015results of the 58 inventory of retail grocery in

Belgium, Nielsen

15Grocery universe 20¥Bsults of the 58 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 beik&y98@0sqgm and offering 5,0610,000 SKUs and discounters

offer a more limited asortment of 1,000 to 2,000 SKUs



Today,consumer perceptions of discountebrands have changed as shoppenave become more
familiar with them. The majority of shoppers agree that the quality of discourten brandsis
similar to sandard supermarket retailer brand®r better than the equivalent ranges in
supermarket$’. Consumer panels and blind tests of discounter products in several markets have
showndiscounterbrands scorindgpigher than somenanufacturerbranded or more expensive retailer
brands. More recently, idcountes have alsdaunchedpremiumranges as parof their assortment

or special seasonal offering€lfristmasEasteretc).

Percentage quality perceptions of discounter
own-brands amongst food discount shoppers

ﬂetter than anything sold in \

a supermarket 7%
Similar to well-known brands

20%
Similar to the best available

o,
products in a supermarket 20%
Similar to standard 27%
VUpermarket retailer brand /

Between standard and

o,
budget retailer brand 11%

Similar to budget range sold 8%
in supermarkets

Source IGD ShopperVista Channel Focus food discourntldpel 2015
(Base: food discount shoppers)

Sore and channeswitching

owith more choicesthan ever before, consumers have a tremendous range of optiamsl their

loyalty has become harder to retaéi®. Every dayconsumers vote with their feet for the shop
(whether offine or online) that offers them the best valueand best customer experience.
Technology is changing the loyalty game too: withugie 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 switghicklyto another retailer

When doing thai shopping, consumers companet just oneproduct buta basket of productsn a
range of storesThey willvisit different stores depending on theireason br shopping:shopping to
stockup, weekly shopping, for a specialcasion, orthe-go shopping, topup, etc. According to

171GD Retail Analysis
18 Saatchi & Saatch(2015) Brand Loyalty Reloaded.

10



consumersurvey finding®, 84% of consumerdo their shopping in more than one stord8% in two
stores; 35% in three or more stores

Example- Belgium

A market studsf conducted in Belgium shows that on averaBe)gian households viei 5.3
shops (chains) per quarter in 20The chart below shows the evolution of the number of store
chains consumers visit on a quarterly basis.

Number of chains per quarter

0
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

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 peftigted a store 3.38 times a week.

(@]
ax

BT2RI&Qa 9dzNRPISNFaA@KRAIIBNAEAL][ a! Qa 02y adzySNI adz2NBSe s
Survey lab, 2013
20 TheMarketing Map based on GfK data
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¢KS INI LK 0St2¢ aKz2pa GKFG GKSson WSiGmdabofshép 2 F &K
involved.
Number of visits per distribution channegder year

80 -

70.6

= Super- and
hypermarkets

Visit frequency

m Hard discount

m Special outlet

2011 2012 2013

SourceGfK Panel Services

Example- Netherlands

Arecent study of consumer trerfdshows that on averagehutchconsumers hava 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 appeafahee

store (40%) and size of assortment (40%). On average shoppers visit two thirds of the
supermarketsin their area, meaning that proxityi remains an important critéon for choice of
where to shop Shoppersdo 72% of theiroverall grocery spendingin their first choice
supermarket, 19% with the secondary choice and 9% with their third choice.

21EFMI business school and C&014) ConsumentenTrends 2014

12



75%

50%

25%

0%

On average, a shopper visit 2.6 supermarkets formats per month

Yearly average

2008: 2.7
— 47% 2009: 2.6
2010: 2.8
2011: 2.9
2012: 2.6
2013: 2.6
2014: 2.6

32%

One formula Two formulas Three of more formulas

SourceConsumentenTrends (2014) EFMI Business School and CBL

Example- Germany

The Germamarketis characteried by a high number of products offer. Over the past decade,
consumershave changed their shoppinpehaviar, making fewer trips and buying a smaller
selection of productsmaking it more challenging for retailers to win thek A f @ G FA IAK G
O dza (i 2 "M&dldwing graph showsthe reductim in thefrequency the valueand the number

of products purchask

Number of shopping trips

267 257 251 Number of purchased items Number of purchased brands,
per household, peryear per year
234 294
- \
420 405
280 263
2004 2006 2008 2010 2012 2014 2010 20147 2010 2014*
Source GfK

13



Key determinants ofonsumer choice

Consumer choices in terms of shopping decisiaresstill highly dependnt on price as 70% of
Europearnrespondents in 2015Nielsen survey confired. But other factorsalsoplay an important
role, such aghe reason for goinghopping(ie. stockup or onthe-go shopping), perceived quality
(49% of respondents to a Nielsen survegnsideredthis an important factor) and diversi of
assortment {mportant for43% of Nielsen respondentgpnveniencesuch as proximity, accessibility,
easy parkingtime spent atcheckout, opening hours etd@.heranking of these criteriadepends on
national circumstances and consumer preferences

Key criteria driving a switch of store for Europe

Prices 70 %
Product quality 49 %
Selection/Assortment 43 %
Special promotions 40 %
Convenience 39%
Store cleanliness 35%
Staff 29 %

Source: Nielsen global suey of ecommerce QH nmn X Ay & ¢ KS Nielsed,dzNB 2F INROS
April 2015

Exampeé - Belgium

The graph below highlights various criteria for consumers in determining their preferances
where to shop In Belgium proximity appears to bethe determining factor(over 30% of
respondents state this as a key crita), followed by price and qualiy

Key criteria for store choice - Belgium

Proximity (to home or workplace)
Price

Product quality

Freshness

Parking

Product variety

Packaging

Taste

Staff

Food safety

Product availability

Store environment
Information on the packaging
Certifications

0% 10% 20 % 30 %

22 e niveau des prix dans les supermarcB&% Economie, based on GfK data

14



Examplec Netherlands

The choice of shopping destination is drilmmprice (86% of respondents state this is an
important criterbn), followed by store appearance and product range.

Key criteria for store choice - Netherlands

B low Medium B Highly important
Promotional offers
Parking
Openinghours
Product quality
0% 25% 50% 75% 100%

SourceConsumentenTrends 2014

Consumer shopping behaviougetaining consumer loyalty

To keep customers comirmackto their gores, retailers need tdoe aware of the elements described
previouslyas driving adecisionto switch from one store to anotherNielsen recognises thahée

OK2 A OS A aconisumarsShave $nre shopping choices than ever, and as channels proliferate,
protecting and building store loyalty is no easy @&k

The importance of branding and dewping brand equity as a meansretaining consumer loyalty is
gARSt & NI¥OBahy dodsRright éhing, 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 odif According to a study by the Global advertising
company Saatchi & Sadii, nearly half opeoplein the U.Saged between 18 and 44dgreedthat

obrand loyalty derives from the experiences that brands create from them, a role which in our case is
played by the retailer&®

In the case of retailer brandsatisfaction created by one retaildrrand increaseshe craibility of all
retailer brands, making already volatile store loyalty even less predictdbles a resultretailers
have made hugefforts to createa strong, positive image of tirestore brandin terms of quality,
cleanliness, character, etc. The imagfethe storebrandis, however,not limited to these aspects
but also ircludesthe associationghat consuners have with the retadr itself, its engagement with
customers, corporate values, innovatiaetivities andthe shopping experiencet offers. When

23 Nielsen (2015) The future of grocery

24 European Brands Association (AIM) web.site
25 Saatchi & Saatch(2015) BrandLoyaltyReloaded
26 Saatchi & Saatch(2015) BrandLoyaltyReloaded
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carried on retailerbrand packaging, the store nanitself becomes a selfeinforcing, tangible brand,
which guides the shoppen hisor herpurchasing decisimif carefully and consistently budt

Loyalty schemesan beperceived as a mechanisthat could lock consumersnto one store/brand
through the use ofloyalty bonuses A Nielsen survey of cardholders in 2013 in Framosvever,
shows thatloyalty card holders still conduct half of their purchases in competing supermarket
chaing®. This meanshat in practice,the effectiveness of such loyalty schemes remains limited and
O2yadzySNBR R2 y2ischeneSt af 201 SReé Ayi2 |

Consumes switching products

Research shows than fact § KSNBE A& G6ARSALINBIR SOARSYy®dAndi Kl G a
f 2 édtHateis, they have a portfolio of substitutable produatstheir heads Ehrenberg argues that

GF2NJ FFEANI @ FNBIljdsSyidfe o02dzAKG JI22RaxX Yzal Odzad?2
steady partner®) X0 > 2y S 02y a dzY S&other22NdBfurtdeF ardhigh thit kherg/is riotk

one single factor determining repeat buying, but different factors sasposition on the market,

number and the popularity of other brands or pack sizes or varieties available, nature of the product,
weightand nature of promotion¥.

In a majority of cases, shoppers make decisions on what to buy before they go to thebsiittesre

is alsoplenty of room for last minute istore decisionsThe consumer survey conducted for PLI3VA
shows that nearly 90% of neumers 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 deald items on
promation.

When consumers get to the shelf and look for a brangroduct, 28% select the particular brand
straight away without hesitation but 40.2% lookto see what other brands of thgbroduct are
F@FAfLFof S Mmooz 02 yrétaleR andleveKiSt ishaizhiSr Nidst cheibeS Th&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 bram, and 14% go to another store to look for the particular brand or ask staff for
assistance (6%).

A studyby the Dusseldorinstitute of Competition Eonomic$? shows, on the basis of an analysis of
the German market fonappies that consumers switch thepurchasing if presented with a cheaper
alternative of similar qualityand that both store and brand loyalty are difficult to maintain. In
particular they show thathe closesiand most frequently purchaseslbstitutes to the leading brand
for nappiesare discounter€Xetailer brands

27Koen A.M. de Jon¢r015) Managing private labels.

28 Nielsen (2013)CartesdeF A RSt AGS RSa SyaSidy.Sax SiG AYyFARSEAGS RSa aKz2LL
29 A. Ehrenberg(2004).What brand loyalty can tell usondon South Bank University

30 Ehrenberg, A(2000) Repeat Buyinglournal of Empirical GeneralisationdMarketing ScienceVol 5, No.2.

B¢ 2RI Qa 9 dNELINDAE daA KALIBSNAEt [ a! Q& 02y adzyYSN) adz2NwSesx olFaSR 2y
Survey lab, 2013

32 Haucap et al., (2013)nter-Format Competition Among RetailersThe Role of Private Label Products in Market

Delineation DUsseldorf Institute for Competition Economics.
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Conclusion

In conclusion, consumers trust retailbrands and find them good value and a good alternative to
name brandsThe theory put forward by the European Commission DG Compeiitikr-cénsutners
may not easily switclbetween shops, giving retailers little incentives to maintain an innovative
product offeé simply does not hold trueand contradicts the evidence provided elsewhere in the
Commission report

1 If consumers really did not switch between shops, retailers ddave little sense of
challengewhen a competitor opened a new shop ingiven catchment area. Yet the
Modern Retail idy 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.

1 As demonstrated in this chapter, in practice, consumers hawereiderablechoice of
retailers andhabiually exercisethat choice. Indoing so, they trigger competition in the
market. Shops have nogption but to regularly refresh their range of products to keep
attracting customers. The emergence of new forohsrade, including e&ommerceand the
possiblity to compare prices and products across borders has already had a competitive
impact, which will only grow. Equallihe development of discount retailers has increased
these competitive pressures and market transparéfcy

1 Retailers increasingly usedin 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.

1 Loyalty schemes may act to give retadl 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 w:'> ® aAy GKS I ad
the 2 retailers have attracted another additional million shoppers compared with last year while average spend per trip has
AYONBF &SR 068 T2dzNJ LISNOSyil (2 mMmyodypZ GgKAOK/ARKE Ty LI FKSFR 273

17



CHAPTER-ZONTRIBUTION TO A COMPETNIMEKET

KEY MESSAGES

The business models of retailer brands and branded gwedifferentand subject to ongoing
changes, dictated by consumer tastes and expectations.

[ SFRAY 3 YI y dzFf AltbahdeNBrvdue tdldoiiRadesigdifitantparts of the market
multinational manufacturershave diverted investmenaway from mature markets to see
further growth opportunities in emerging economies.

Retailer brands are a way to improve the marketimix, to provide differentiationand
encourage customer loyalty. They have become a brand in their own right.

Consumers still wartb see their favourite brands on shelves, and retairands complement
rather than replace Arands.

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

both strong name brands and retailer brands playegually important and complementary role in
NBGFATSNBQ aaz2NIlyYSydao !'020S it GKS& O2y (NRO.
price, as would be the case if onlyabded products were available.

Introduction

According to the Privateabel Manufacturers Association, in 20tetail brands represented some
30% of the market in 15 European countrigee table below).Market shares have continued to
grow in most European countries, although national situations vary.

Countries | Retailbrand market Variation Retail brand market Variation
share- volume (%) 20132014 | share-Value (%) 2014 20132014
2014

Austria 398 0.65% 285 -
Belgium 418 1.00% 313 5.38%
Czech
Republic 318 1.04% 224 1.75%
Denmark 317 2.44% 254 1.52%
Finland 297 -10.32% 236 7.72%
France 346 -1.33% 274 -1.26%
Germany 442 1.56% 345 153%
Greece 218 -0.61% 164 1.78%
Hungary 339 3.65% 252 3.31%
Italy 205 1.06% 176 1.09%
Norway 279 1.45% 227 9.11%
Poland 345 4.10% 243 3.42%
Portugal 436 -2.78% 329 0.25%
Slovakia 331 0.96% 227 247%
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Spain 521 1.69% 420 267%
Sweden 30.7 -1.11% 252 0.80%
Switzerland 527 -0.48% 445 -1.61%
Netherlands 28.7 0.83% 272 1.62%
Turkey 224 5.73% 150 6.66%
UK 454 0.38% 414 1.30%

Source PLMA, basedn Nielsen data

The development of retailer brandstriggered bysupply and demand factots Supply side factors

are based on strategies bytailersto grow larger and faster than their competitors, be different
from their competitors, attrat and keep customers, and gain efficiencies in systems and procedures.
GKAE KlFa KIFLLISYSR® F2NJ T2

.Sttt RSaONRoSa
There are, he suggests, four stagéslevelopment

KS gl &

1 the growth of largeretail chainsas retailers sought to increase their buying power
1 the advent of large retail formats facilitated by increasingly relaxed planning regimes,
initially in Belgium followed by Frandeortugal, and then the UK.

1 the development of dedicated distribution systems by the large integrated retailies

development and application of scanning systems provided the necessary information for the
G2 0SS NBGSNASR FTNRBY WLINERdAzZOSNJI Lk

a dzLJLJt e

1 the emergence of retail chains as national brands in their own righé effect is to move

OKI AY

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 consumpficeferences were triggered ®conomic and
societal factorssuch as increased proportion of working womeageing population,smaller
households, increased urbanization, importance of local produitls, becoming richermillennials

taking over,etc.3® In Europe, as compared to the US (where, according to Nielsen data retail brands

have 17.5% market shafé) retailers have sougha different route to offering value to their

4 K2 LIS NAE ©

Ly

iKS

f2y3

NXzy 2

0 KA & K ratailed BrghdsNA 6 dzi S|
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 ma@@phisticated retailer brands possible.

With the growth of retailer branslacross 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 pardl, retailers have sought, through their retailer brands, new ways of interacting
gAUK O2yadzYSNEX

other words, retailer brands have become new brands in their own righégilers and suppliers

34 S. Burt{2000).The strategic role of retail brands British Grocery Retailinguropean Joura of marketing, volume 34.

4881 Ay 3

02

NB & L2 vy R

35Bell, R. (2000Foal Retailing in Southern Eurafeuropean Retail Digest, Issue 25, p. 29
36 R. Bensotrmer, S. Noble, A. Thiel, McKinsey & Compébgc 201%. The consumer sector in 2030: trends and questions

to consider

37Nielsen (2014) The state oPrivate Label Around the World
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work togetherto develop retailer brands, which serve to stimulate consumer choice and should not
necessarily be seen as a threat to manufacturers or produ€ers.

The importance of brands

There are many different definitions of brandsitbin 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 anyfunctional 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 way#dhtyle choices and
FALIANI GA2ya 6KAOK AG &aSS1a G2 NBLNBaSyid Ay 02y
substantial premium for a strong brand and also incur some inconvenience to obtain such &%brand

Key characteristics of brands include:

Logo:a symbol used to identify a good andfdientiate it from competitors;

Companydentity: a strong corporate brand gives a competitive advantage to organisations.
Legalmstrument: a brand indidas the statement of ownership;

LYIF3S Ay O2yladorSINRR ordeViRRa dzLd 02y adzYSNAQ ARS
constitutes an assurance of quality and consistency for consumers when they do not have

the time or ability to invetigate available alternatives;

f Value system:a brand's strength is underpiiR o0& AdGa KSNAGFASET Odz
SELISNASYOS 46A0GK GKS ON})YR yR AGa NBTFESOGAZ2Y

=A =4 =4 =

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

customers, selecting competits, 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

LX F OS Ay GKS NBGFAfSNDAE YINJSGAY3I YAEloyalyy 6KACG
generation and differentiation) and to use pricing as a driving force behind the marketirf§ Tiniss

makes the retailer brand subject to three complex conditiaast must

1 express the values of the stare

1 position itself in relation to bigrands

f RSt ADSNI | WLIX dza-€bst pradyclslit khBréore ardsénfblest quatity label
attached to a price.

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

which go beyond simply appealing toe 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

LINE RdzOGE odzi GKS 2@0SNIff &aK2LILAYy3I SELSNASYyOS 7
expectations.

38 European Commission, Final Report from the Expert Group on Retail Innovation, p. 22
39 Rabobank(2011)Private labels vs. brals, an inseparable combination.
40J. N. Kapferef2008). TheNew Strategic Brand Management.
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Range construction; the impanhce of achieving the right mix

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

were to sell onlyname brands, theycould only compete on priceBy introducing retailer brands,

they complement their assortment tmore fullyreflect 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 cred Ay 3 3INBF G§SNJ ARSYGATAOIGA2Y 6AGK (K!
brands associated with good value for money or quality and innovation perceptions will support the
competitive image of the retaileand provide a point of differentiatiaft As a resul & LINJ-lgbkl i S

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

their own brand name onaproductt I & Yl & 6S O2yZ2ARSNBR AYFSNA2NIDE

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

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

more attractive to visitManufacturer brands and retailer brand products all play important roles in

offering real choiceY' I y dzF I O dzZNENJ 6 NI} yRa GSyR G2 06S aYlFAyadN
is greatest, whilst retailers also develop products across a broader spectrum of quality, price points

and niches, ensuring a balanced overall range offering. Retailers widaddpb ranges store by store

G2 0SGGSNI adzAd | atz2NBQa t20Fft 02y adzySNJ LINBFSNBYyY

Lifestyle

Brands tend to target

the mainstream, HEALTHY

looking for big FREE FROM
production runs.
So it is not easy to : _ ORGANIC

find brand products
that appeal to
emerging trends like
Healthy Eating, Free
From or Organic

REGULAR

L

Good Better Best

Product Category

Source European Retail Rounéfle (2014). Retail Informatiofoolkit

Retailer brands need strong-Brands becauseonsumers value themConsumers like to compare
products and expect their favourite brands in the shops they visit (rswsk items). Strong -A
brands drive stordootfall and provide a comparison point in terms of quality and price. Retailers will
seek tobenchmark their mainstream brands on these featuteshey ceexist positively with well
known brands because they are aware thahether real or perceivedthe wrong rangechoice

41Koen A.M. de Jon¢R015. Managing private labels.
42 Planet Retall
43 Rabobank Internationa{2011) Private labels vs. brals, an inseparable combination
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reduces the desirability of the stote the consumeiand footfall, produaig unsatisfactoryresults for
both retailer and brand manufacturét.

A-brands continue to dominate important parts of the market

Over the past years, stronganufacturerbrands have consolidated through mergers or acquisitions
between competing brandwners. Overall, big international brands achieve a significantly higher
return on investment and operating margins compared to retailers. The shape of markets may vary
across countriesbut strong brands remain dominant and unchallenged across a numbmodtict
categories.

Examplec UK and France

In the UK despite the high penetration of retailer branddiglsen reports that, on average, 40%

of sales come from the branded category leaadth 41% from retailer brands and 19% from
other brands. A recent report published Fnanceshows 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 56fncertain categories.

Water Soft Drinks Beers
Nestlé 32.70%| Coca Cola 51.40%| Heineken 37.10%
Danone 26.20%]| Suntory OsSchw  20.30%| Carlsberg 30.10%
Alma 22.60%| Retailer Brand 9.80%| Anheuse 1460%
Retailer Brands 13%| Pepsico 6.90% Retailer Brands  4.90%
Tea Herbal tea Chocolate powder
Unilever Lipton  41.20%| Unilever 33.10%| Nestlé 4180%
ABF Twinings 25.60%| ABF 16.40%| Mondelez 2590%

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

Roasted coffee Coffee pads Solublecoffee
Mondelez 4590%]| Douwe Egberts  35.90% Nestlé 59.10%
Douwe Egberts  12.90% Mondelez 29.70%| Mondelez 18.10%
Retailer Brands  19.70%] Nestlé 1550%) Retailer Brands 18.10%

Retailer Brands 11.60%
SourceFédération des entreprises du Commeatde la Distribution, IRI, 2014

Category leaders argrowing 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 stratggies to dominate categorieRReplacing declining brands with retailer brands
usually comes at the expense of B and C brands (brands with a less defined.{jrofile)

44 J.N. Kapferei(2008. The New Strategic BrarManagement.
45Many producers of these brands have switched to producing retailer brands (see chapter 4)
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Example- Netherlands

Data from theNetherlandsbelow shows that over 11 years, the markbare of Abrands has
continuously increased despite retailer brand market share incredsingany categories, the
retailer brand presents the only real alternativenajor brands

Brand/retailer brand market shares
1999-2025f

100
%llllllllllll
80
70
60

50

40

0 S e E— |
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2025f
- Super premium A-brand - B-brand Premium PL - Mainstream PL - Value PL & HD

*f=forecast .

{2dNDSY who26ly] LYGSNPEOABNI YREEAMMOAYE RRIDNI 6t 61 681 &

Example- France

The graph below shows that ifrance the share of brands/retailer brands/SME branded
products overall remained stableover the period20092014. 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.

Distribution of brands within store

Top 50
M Retailer Brands

50,7 % 51,1 % 51,0 % 50,9 % 50,8 % 50,7 %

2009 2010 2011 2012 2013 2014
SourceNielsen Strategic Planner
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Retailer brands may have limited the growth of soheading brands in certain categoriedut

generally,0 A 3

oNI yREQ

0 dzNJ/ 2c@nSnNé td gfdwv. The Igisghtelow shofis: thab

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

retailer brands.

Average annual revenue growth 2004-2012

RETAILER BRAND

.4
NESCAFE

s
MILNER

Hertog Jan

0%

4%

SourceEFMI Business School, January 2014

73 %
7,8 %
8,9 %

8,9 %

9,4 %

8%

12 %

13,0 %

13,1 %

16 %

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

demonstrates, A NJ yCRRE®elative to their turnover is not substantially higher than those of
akz2ga
justify the amounts spent on marketing and advertisto maintain brand equity. It also shows that

NEGI At SNE ®

¢ KA a

KI G

aidNRy3

YI NEAYA

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

Net results| Turnover | Net ROE | CAPEX/Tumn

OY €0 |0Y € 0| margins 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 5171 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%
[ Q2 NB | 4,910 22532| 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%

SourceFCD(FrenchRetail Federation) 2014 based ord N2 dzLJA Q F yy dzt £ NB LJ2 NIi &

A-brand<Xesponse tahe 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 toarrow the price gap with retailer brandsand
consequentlyshoppers 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 stare,
re-packaging (smaller siZ€g rather than to invest in product innovation§he® promotional
strategies can be effective for manufacturefsNielsen study reveals thah mature markets such as

the UK, increased branded goods promotions are directly associated with a decline in retailer brand
value shareDespitean average cost 3@ below that of a branded good, narrower price differences
reduce the price attractiveness of retailer brands. The need for-praoe differentiation and
increased activity in niche and premium sectéisecomes greater if retail brands can only offer
price as their main benefit. Other countriesuch as Italy and Franckave experienced the same
trends due to increased levels of promotional activity benefiting name brands. In Germany on the
other hand, continuous innovation through increased offeringsrefipum products, combined with
greaterpromotional activity, have encouraged consumers to opt for retailer brands, which they trust
and support.

Multinational producers have in fact diverted investmerdnd 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 prospect&lobal brands have bought olaical brandeaders and absorbed
them into their own global brandNielsen reports shoppers in Asia and the Middle East to be
strongly brandloyal, as opposed to Europe, where retail brands armre widely accepted
Resourceconstrained shoppersend to prefer to buya trusted brand and are prepared to pay a
premium for this 58% of AsidPacificrespondentsn a Nielsen survey beliegi¢hat brands are worth

the extra price®® Nearly 60% of respondents in India and Thailand and 55% percent of respondents in
the Middle Eat believel they risled wasting money when they igd new brands Loyalty is not

46Euromonitor research August 8(2014). Smaller packs for bigger sales? Part Two: The Importance of P8sinalso
Jonathan Weeks, Ipsos ideas blBgyopportunities from small packets

471Ri, (2014 private Label in Western Economies: Closing the price gap, losing share.

48 This is 10% above global average and 26% higher than in Eivigigen, (2014)The state of Private LabAround the
World.
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generated through prices alone, but through ongoing customer satisfacti@ome argue that
retailer brandg have so far not managed to compete effectively with tleadingbrands in these
markets leaving the field clear for them to dominate categories.

SourceNielsen 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 bran&er example, in Spaiafter years of growth & affluence
(2001:2007), a number of large multinational companiestthad 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 redundancieand the closure of 41 factories (20@Q015).

Furthermore, retailers are not the only sales channel for branded goods. Manufacturers have other
channels anautside optionsincluding exports, cating, hospitality sectors, etayhich are often of
signifiant economic importanceBrand owners like Apple and Nestle aiso establishing a direct
relationship with consumers via their own physical distribution chanoelgebsitesc e.g. Nespresso

stores which maintain exclusive distribution of their produdig)dt chocolate shops representing
a2YS wmm: 2F (KS 3INRAzZIQa alfSa gAGK wHTp 8di2NBa
whilst lobbying that etailer brands stop them from innovatingnanufacturersare actively recruiting
consumers direct trough social radia and ecommerce in an attempt tanaintain a dominant
position on the market
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