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Introduction to Issues around Marketing
Private Label and Manufacturer Brands

Overview

This chapter covers introductory issues related to research on the coexis-
tence of private label and manufacturer brands in food product catego-
ries; these categories are also referred to as fast-moving consumer goods
(EFMCQ) categories. The playing field for both private label and manu-
facturer brands is supermarket shelves. The research investigates how
manufacturer brands and private label coexist in FMCG/supermarket
product categories in a grocery retail landscape characterised by high
retail concentration, and how relevant power is to this coexistence.
Power, in this regard, is the influence or control that the two types of
brands have on each other. Specifically, the chapter summarises the pur-
pose and background of this research, its significance, the methodology
employed in the investigation, the scope of the book and the contribu-
tion it makes.

© The Author(s) 2018 1
R. Chimhundu, Marketing Food Brands,
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Purpose and Background of this Book

The purpose of this book is to investigate the coexistence of private label
and manufacturer food brands in FMCG product categories in a grocery
retail landscape characterised by high retail consolidation and concentra-
tion, and direct competition between brands owned and managed by own-
ers of the grocery retail shelves (private label) and those owned and managed
by their suppliers (manufacturer brands). The literature reviewed in Chaps.
2, 3 and 4 of this book leads to the development of research questions and
related issues. The primary research question of the investigation is: How do
manufacturer brands and private label coexist in FMCG/supermarket product
categories in a grocery retail landscape characterised by high retail concentra-
tion, and how relevant is power to this coexistence?

This primary research question is broken down into three subsidiary
research questions:

* Does a grocery retail environment characterised by high retail concen-
tration lead to an overdominance of private label in relation to manu-
facturer brands in FMCG/supermarket product categories?

* How important are aspects of strategic dependency between manufacturer
brands and private label in determining the nature of coexistence between
the two types of brands in FMCG/supermarket product categories?

* In an FMCG/supermarket landscape characterised by high retail con-
centration and direct competition between brands owned and man-
aged by owners of the grocery retail shelves (private label) and those
owned and managed by their suppliers (manufacturer brands), what
role is played by power in the coexistence relationship between the two
types of brands in the product categories?

It is important to understand these issues because private label brands
have become a common feature in FMCG/supermarket categories, and
have also become a global phenomenon (ACNielsen 2005; Nielsen 2014).
There is an increasing prominence of private label brands in supermarket
product categories. Private label brands, however, belong to the grocery
retailers, who own the retail shelves and are customers of the manufactur-
ers; but at the same time these brands are competing with manufacturer
brands that are owned by the grocery retailers’ suppliers (i.e. FMCG manu-
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facturers). How does this coexistence work? This situation most certainly
implies intricate relationships in the coexistence of manufacturer brands
and private label brands, both of which have become a permanent feature
in most supermarket categories around the world. It is noted that in the
FMCG manufacturer—retailer relationship, the balance of power has largely
shifted to the retail chains because of a number of factors that include retail
consolidation and concentration, the power of information on the part of
the retailers, and the retailers’ increasing emphasis on private label (e.g.
Hogarth-Scott 1999; Hollingsworth 2004; Hovhannisyan and Bozic 2016;
Stankovi¢ and Konéar 2014; Sutton-Brady et al. 2015; Weitz and Wang
2004). Retail consolidation and concentration have been linked with driv-
ing private label brand shares to high levels (e.g. Burt 2000; Cotterill 1997;
Defra 2006; Hollingsworth 2004; Nielsen 2014; Rizkallah and Miller
2015). If the grocery retail chains have the power and will, they may decide
to go all the way in terms of private label dominance. Some researchers
(Hoch et al. 2002a, b) have noted that the private label is privileged in the
way it controls its own marketing mix as well as the marketing activities of
competitor brands. This situation has made it necessary to conduct research
that seeks to better understand private label and manufacturer brand share
trends (Chimhundu et al. 2011), given that the odds seem to be stacked
against manufacturer brands in what one study (Kumar and Steenkamp
2007) has referred to as the radically altered FMCG landscape.
Additionally, an intensive investigation of the coexistence of the two
types of brands in selected food product categories was seen as a good way
to establish a richer picture of the situation, including an assessment of
what one author (Baden-Fuller 1984: 525) has referred to as “retail stra-
tegic thinking in the area of retail brands”. Furthermore, in the environ-
ment of retailer power, consumer focus is stressed in the category
management literature as a factor that is commonly recognised as having
an influence on the balancing of manufacturer brands and private label in
the product categories (e.g. ACNielsen et al. 2006). The mainstream
academic literature has, however, fallen short of giving adequate atten-
tion to other key factors such as the influence of aspects of strategic
dependency between the two types of brands on the determination of
how they coexist. In view of the conflicting views in the literature on the
relative contributions of manufacturer brands and private label to prod-
uct innovation in the categories (Aribarg et al. 2014; Coelho do Vale and
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Verga-Matos 2015; Conn 2005; Hoch and Banerji 1993; Lindsay 2004;
Olbrich et al. 2016; Silverman 2004; Steiner 2004) and category support
(e.g. Anonymous 2005; Putsis and Dhar 1996), this book further inves-
tigates these issues with a view to arguing that aspects of strategic depen-
dency that enhance private label in the categories have relevance for the
determination of policies that govern the coexistence of the two types of
brands in FMCG/supermarket categories. This research direction, having
been initially refined and reported by Chimhundu et al. (2010), has now
undergone full development in this volume.

The explicit theory employed in this research is that of power (Dapiran
and Hogarth-Scott 2003; French and Raven 1959; Hunt 2015; Mintzberg
1983; Raven 1993). This is in view of the power wielded by the retail
chains in relation to manufacturers, as has already been mentioned. The
bases of power are examined in relation to the coexistence of manufac-
turer brands and private label, and particularly in view of the radi-
cally altered (Kumar and Steenkamp 2007) grocery retail environment.
The research seeks to establish the dominant source(s) of power employed,
as well as the implications for the continued coexistence of the two types
of brands in the categories.

Significance of the Book

The context of this research book is the New Zealand FMCG environ-
ment, but the lessons derived from the book have global implications.
According the New Zealand Food and Grocery Council (FGC), an
industry association that represents the manufacturers and suppliers of
New Zealand’s food, beverage and grocery brands, the FMCG sector

plays a major role in the New Zealand economy.

FGC members “represent more than NZ$34 billion in domestic retail sales,
more than NZ$31 billion in exports, and directly or indirectly employ about
400,000 people, or one in five people in our workforce. The NZ$31 billion
in exports was 72 per cent of New Zealand’s total merchandise exports in
2014 to 195 countries. Food and beverage manufacturing is the largest man-
ufacturing sector in New Zealand, representing 44% of total manufacturing
income”. (htep://www.fgc.org.nz/: accessed 31 May 2016)
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This book therefore addresses a major industry that contributes signifi-
cantly to the New Zealand economy; furthermore, on a global scale the
industry is also vast and has great economic significance.

In addition, the private label industry has become a huge industry
globally. Private label brands have been estimated as having an approxi-
mately 17% share of the global market (Nielsen 2014). Grocery retailers
with strong private label products across many categories have continued
to challenge manufacturer brands in the minds of consumers (ACNielsen
2005).

Similarly, the size and importance of the private label industry can be
further illustrated by examining a specific market/country that has a high
food and grocery private label share by world standards: the United
Kingdom (UK). The UK has approximately 41% private label share
(Nielsen 2014). In the UK grocery industry, which is worth approxi-
mately £192.6 billion (statistica.com, accessed 9 December 2017), pri-
vate label can be estimated at £79 billion, which is phenomenal.
Furthermore, the Institute of Grocery Distribution (IGD) estimated
that consumers in Europe were going to be spending approximately €430
billion on private label brands in 2010 (IGD 2006) and that figure has
gone much higher in 2018. All these facts serve to demonstrate the arrival
and importance of private label around the world alongside manufacturer
brands.

In many countries, FMCG private label brands have become an estab-
lished feature of supermarket shelves and some retail chains have stepped
up their marketing effort behind private label. In the country of this
study, New Zealand, all major supermarket chains have private label pro-
grammes in place in many food and grocery product categories. In this
regard, this in-depth study of the coexistence of manufacturer brands and
private label addresses an important area, and advances knowledge in the
research direction outlined in the preceding section on the purpose and
background of the research. Further discussion of its research contribu-
tion comes later in this chapter.

The lessons learnt from this study have worldwide implications, with
the pattern of such implications varying depending on how the charac-
teristics of the industry (or country) in question resemble or differ from
the characteristics of the country of this intensive study. Both manufac-
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turer brands and private label are active participants in this industry.
Academic research that seeks to better understand specific aspects of this
industry in a way that advances new knowledge is worth the effort given
the industry’s economic significance.

Methodology Employed in the Investigation

With regard to the research paradigm, the author considered the inter-
pretive paradigm (and its three variants: critical theory, constructivism
and realism) and the positivist paradigm, and chose to adopt the interpre-
tive paradigm (realist variant). The book therefore operates largely from
an interpretive, realist perspective. Realism was chosen as the most appro-
priate paradigm for the book as it enables the exploration of both observ-
able and non-observable phenomena and, in addition, it makes room for
the incorporation of a variety of sources of evidence in addressing the
“whats”, “hows” and “whys” of the coexistence of manufacturer brands
and private label in food product categories.

The appropriate methodology was judged to be the case study research
methodology (Yin 2003, 2013). This methodology was chosen for a
number of reasons, including its ability to tackle “how” and “why” ques-
tions (Robson 1993; Yin 2003, 2013), and its capacity to allow the
researcher to acquire deep and detailed qualitative data by getting closer
to the phenomenon. Furthermore, the case research method can “draw
on a wider array of documentary information” in addition to the employ-
ment of interviews (Yin 2003: 6) to address research issues.

The research made use of a preliminary study into private label share
trends in four countries, followed by a pilot study, and then the main
study which was New Zealand based. The main study involved the col-
lection of data from food retailers, FMCG manufacturers and consul-
tants. Data collection was done through a combination of research
interviews, in-store category observation and the location and reviewing
of relevant documentation. The data were subjected to content analysis
and the research results and discussion are structured along the lines of
the research issues developed from the literature.
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Scope of the Book

The preliminary study focused on aggregate private label share trends in
four developed economies; New Zealand, Australia, the UK and the
USA, from 1992 to 2005. The pilot study, which was conducted in prep-
aration for the main study, was largely New Zealand based and consisted
of five interviews (two with food retailers, one with a manufacturing
company, and two with industry analysts), as well as two category obser-
vation exercises in supermarkets. The main study focused on the New
Zealand FMCG/supermarket industry and incorporated retail chains,
FMCG manufacturers and consultants. It examined five food categories
that included private label brands: namely, milk, flour, cheese, breakfast
cereals and tomato sauce. In all, 46 in-depth interviews were held (30
with FMCG retailers, 13 with FMCG manufacturers/suppliers, and
three with consultants); further, in-store category observation exercises
were carried out in each of the respective product categories in 18 stores.
With respect to the drawing of conclusions from the book, while the
scope of the research is limited to food product categories, grocery retail
chains and the FMCG/supermarket industry of one economy, and gen-
eralisability is analytic rather than statistical because of the nature of the
study, the findings of the book and the lessons learnt are relevant to the
global audience, and specifically to all countries that have both manufac-
turer brands and private label on food and grocery retail shelves.

Contribution of the Book

This book makes a contribution to knowledge in the area of the coexis-
tence of manufacturer brands and private label in a number of related
ways. Firstly, it is established that an environment characterised by high
retail consolidation and concentration does not necessarily lead to an
overdominance of private label (over manufacturer brands) in FMCG/
supermarket product categories (Chimhundu et al. 2011). There are
equilibrium points in the categories beyond which grocery retailers may
not want to go with their private label, and the points serve to safeguard
the long-term strategic health of the categories.
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Secondly, while consumer choice is prominent in the academic litera-
ture (through its central role in category management) as a factor that
plays a part in determining the nature of coexistence between manufac-
turer brands and private label, this study illustrates that other deeper
underlying factors that have not been given much prominence in the
mainstream academic literature are at play as well. Aspects of strategic
dependency between manufacturer brands and private label have relevance
for the determination of policies that govern the coexistence of the two
types of brands in FMCG/supermarket product categories. These aspects
are the respective brand types’ comparative capacity to deliver product
innovation in the categories, and their comparative capacity to deliver cat-
egory support (category development) in the categories. Manufacturer
brands’ greater collective capacity to deliver product innovation and cate-
gory support is a key aspect of strategic dependency that shapes the nature
of coexistence between the two types of brands (Chimhundu et al. 2015).

Thirdly, in an FMCG/supermarket landscape characterised by high
retail consolidation/concentration and direct competition between pri-
vate label and manufacturer brands, the theory of power is intricately
connected to the coexistence of the two types of brands. Despite the bal-
ance of power being largely in favour of grocery retailers, it is typically
expert and referent bases of power rather than coercive power that are
dominant in the coexistence relationship of the two types of brands
(Chimhundu 2016). The book further offers an integrated conceptual
framework, based on empirical evidence, which suggests a number of
research propositions for further development into hypotheses that can
be investigated via confirmatory studies set in the positivist paradigm.

These research contributions offer “smaller bricks of new knowledge”
(Lindgreen 2001: 513), and each of them takes an “incremental step in
understanding” (Phillips and Pugh 2000: 64) the coexistence of manufac-
turer brands and private label in FMCG/supermarket product categories.

Book Outline

Other than the preliminaries and the reference matter, the text compo-
nent of this book is organised as follows.
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Chapter 1

This chapter has served to introduce the book by giving an overall picture
of its subject matter. Briefly discussed are the main aspects of the book,
including its purpose and background, significance, methodology, scope
and contribution.

Chapters 2, 3 and 4

These chapters review the literature on the research topic within parent
and related disciplines. The range of literature covers category manage-
ment; innovation, category support and consumer choice; power; and
manufacturer and retailer brands in FMCG/supermarket product cat-
egories. In the process, the study’s primary research question and sub-
sidiary research questions as well as specific research issues are

developed.

Chapter 5

This chapter further develops the research direction created with respect
to research issues. The issues have three main themes: the balance between
manufacturer brands and private label in the food product categories;
innovation, category support and consumer choice; and category strate-
gic policies governing the coexistence of manufacturer brands and private
label in the product categories. In addition, a graphical conceptual frame-
work is created.

Chapters 6 and 7

These chapters discuss the research process followed in addressing the
research issues developed for this book. In this respect, the research para-
digm and research approach are chosen and justified. Furthermore, the
study’s research design and execution are discussed.
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Chapter 8

This chapter discusses the results of the main study on the coexistence of
manufacturer brands and private label in FMCG/supermarket product cat-
egories. The data collected through interviews, in-store category observation
and documentation are analysed and discussed against the research issues in
Chap. 5. In addition, some aspects of the preliminary study on private label
brand share trends are integrated into addressing some of the research issues.

Chapter 9

This concluding chapter discusses a number of aspects, including the find-
ings of the book in the context of the literature, the resultant conceptual
framework, the theoretical implications and implications for marketing
practice, and the conclusions that may be drawn from the book, as well as
directions for further research and the key contributions of the book.

Chapter Recap

This chapter has covered the purpose and background of this book, as
well as describing its significance, the methodology employed in the
research that forms its basis, its scope, its contribution and its outline. The
next chapter looks at the management of FMCG product categories.
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The Management of FMCG Product
Categories

Overview

This chapter examines the management of consumer goods product
categories with a specific focus on food products and on the coexis-
tence of private label and manufacturer brands. It explores category
management and related topics in the marketing of consumer goods.
Specific topics addressed are the history of category management, what
category management is, the distinction between brand and category
management, the history of private label, the deployment of the cate-
gory management process, the objectives and benefits of category man-
agement, brand and category management organisational arrangements,
research on category management and key aspects of the literature on
the management of fast-moving consumer goods (FMCG) product
categories.
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History of Category Management
Historical Development

Use of the term “category management” can be traced back to the year
1987 (Smith 1993), when a high profile FMCG company, Procter &
Gamble, further developed its brand/product management system into a
category management structure (Kracklauer et al. 2004; Mathews 1995).
The early stages of use of the term were therefore from a manufacturer
perspective of managing brands/products by category. This was before
category management evolved to become more inclusive.

It is well documented that the development of category management
originated in the USA with companies like Procter & Gamble and Coca-
Cola (Hutchins 1997). It is not certain, however, whether there were no
other companies practising category management. Some researchers (e.g.
Hutchins 1997) have pointed out that a number of British companies
such as Marks and Spencer may also have been managing their products
by category at this time, although they may not have been using the term
category management for their management technique. Furthermore, it is
believed that some of the ideas and processes associated with category
management may have been around for quite some time in one form or
another in the packaged goods industry. What marked a difference from
the old days was the significant investment in category management that
was made by retailers and manufacturers in the 1990s (Dhar et al. 2001).
The investment was coupled with a complete development and documen-
tation of category management techniques in an unprecedented fashion.
In this respect, category management is generally regarded to be a tech-
nique born of the 1990s, although one may reasonably assume that its
roots date back to well before then. Additionally, on the retailer side, cat-
egory management has been described as a “rediscovery” (Nielsen 1992).

The rediscovery argument is based on the fact that in the mid-1900s,
US merchants (e.g. owners of local grocery stores) and customers often
knew each other well as they lived in the same locality and communi-
cated regularly on business and social matters. Shopkeepers often
took and filled their customers’ total orders. Retailers were therefore
knowledgeable about their customers’ requirements and tailored their
merchandise and promotions accordingly. In return, the retailers were
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rewarded by their customers through shopping loyalty. Nielsen argues
that today retailers are doing more or less the same thing through cate-
gory management: “Retailers practising category management use infor-
mation and technology to listen to their customers in much the same way
their predecessors took advantage of their neighbourhood grapevine and
over-the-counter chats with customers” (Nielsen 1992, p. 26).

Customised marketing and merchandising programmes are developed
for individual categories based on information and technology. Thus, in
a way the category manager (on the retailer side) is considered to be the
new shopkeeper of retailing.

It is noted (Steiner 2001) that in the mid-1980s, pioneering vertical
arrangements were made between Procter & Gamble and Walmart. The
arrangements involved vertical or channel partnerships between a single
retailer and a single manufacturer, and had the objective of realising bene-
fits from the complementary functions performed by both retailers and
manufacturers. Vertical or channel partnerships involved partnerships
among organisations in the different stages of the supply chain. Soon, such
vertical partnerships proliferated in the FMCG industry. In the 1990s,
these individual channel partnerships were replaced by category manage-
ment in supermarkets, discount stores and other outlets, as the number of
individual partnerships had become a burden (Steiner 2001). It is recog-
nised that Procter & Gamble’s replacement of the brand/product manager
system had a hand in facilitating the adoption of category management.
However, the major impetus for the adoption of the practice is considered
to have come from the supermarket industry. The industry had been losing
market share to supercentres, discount stores, warehouse clubs and cate-
gory killers (Steiner 2001). A category killer is a retail organisation that is
dominant in a particular product category, and is so dominant to the extent
of offering very low prices that smaller stores are not able to match. These
mass merchant chains had taken advantage of trade wars that had separated
manufacturers and supermarkets. Reacting to the loss of market share to
mass merchants, the supermarket industry initiated action through its
trade organisation, the Food Marketing Institute, and through its academic
consultants as well. The action culminated in the production of five vol-
umes of category management implementation plans (Blattberg 1995) to
solidly formalise the “how to” of category management, even though the
practice had started before the 1995 volumes.
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Although historically category management is rooted in the food
industry, it is expanding into other sectors. Since the mid-1990s when it
started in the food industry, category management has swept across food
and non-food categories in the USA, Europe and other countries such as
Australia and New Zealand. In 1994, it had become fully operational in
approximately 20% of major retailers in the US, and an additional 62%
were in the development stage (McLaughlin and Hawkes 1994).
Historically, the USA and European countries have been at the forefront
of the development of category management, and it is expected that
Australian and New Zealand retailers and manufacturers are followers in
this area. Therefore, it would be reasonable to assume that different
FMCG/supermarket environments would manage their categories in dif-
ferent ways.

Distinct Phases

Not much work in the academic literature has focused on a detailed
chronological account of the history of category management. The
account given in the preceding section has been constructed from vari-
ous sources. The academic literature has also done little to analyse the
historical development of category management. One article, though
(Benoun and Helies-Hassid 2004), building on the work of Van der
Ster (1993), has made an attempt to examine the history of category
management from the viewpoint of the evolution of buyer—seller rela-
tionships, and has come up with four distinct phases. These phases are
outlined as follows:

First Phase:

¢ Phase of pure/typical consumer marketing

* Initiated by manufacturers/suppliers

* Mass marketing techniques used

* Power in the hands of manufacturers/suppliers
* Retailers act as passive distribution points.
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Second Phase:

¢ Phase of distributor/trade marketing

* Retailers interested in the consumer as well, and start to apply market-
ing techniques

* Products divided into categories and managed as such, but not in the
full sense of category management as we know it today. The term “cat-
egory management’ is not even used

* Terms like “merchandising” and “key accounts” crop up

* Could argue that category management had started being applied but
in a different way, using different terms.

Third Phase:

* Key account management has developed

* Manufacturers realise that it is necessary to target not only the con-
sumer, but also the retailer/distributor. This becomes even more
important when retailers centralise their organisations as the majority
of purchasing decisions are centrally made

* Manufacturers start to consider retailers as strategic partners with
whom close connections should be maintained. Individualised mar-
keting activities target retailers

* The need for more cooperation between manufacturers and retailers
becomes more pressing.

Fourth Phase:

¢ Phase of partnership, especially jointly initiated partnership

¢ Sharing of information that was previously confidential (between
manufacturers and retailers)

* Category management as we know it today.

Although no dates have been given for the different phases, the general
trend indicated in the phases partly reflects the earlier account given of the
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history of category management. A further analysis based on developments
in France concluded that the French experience reflects three phases: the
1980s was the phase of trade marketing; the 1990s saw the emergence and
development of ECR; and from the end of the 1990s to the beginning of
2000s there was a focus on category management to develop the demand
side of ECR, which had been neglected in favour of the supply side (Benoun
and Helies-Hassid 2004). This analysis partly reflects the general trend,
except that not much information is given on what was happening before
trade marketing. Overall, one would reason that the history of category
management largely reflects a similar trend in most markets, but distinct
characteristics are likely to exist from country to country. This may also have
implications for the stage of development of category management in differ-
ent markets, as well as the prevailing category management arrangements.

What is Category Management?

The term “category management” has been interpreted in various ways.
At one point, a survey of British companies by the Institute of Grocery
Distribution (IGD) in the mid-1990s came up with a number of defini-
tions (Hutchins 1997). Possible reasons may have been that some com-
panies did not quite understand what category management was, and
that there were also varying perceptions of how it was supposed to be
operationalised (Whitworth 1996). The early definition of category man-
agement had a manufacturer perspective; it came up in the late 1980s
when Procter & Gamble, an FMCG giant, further developed its brand
management structure into a category management structure. From this
perspective, category management meant responsibility for managing
multiple products (or product lines) rather than individual brands; and
such responsibility fell in the hands of a category manager integral to the
manufacturer organisation. According to Kotler (2000), this responsibil-
ity for managing manufacturer categories represented an additional layer
of management above brand managers.

As time went on, the involvement of both manufacturer and retailer in
the category management process became more pronounced in the defi-
nitions of category management, as shown by a 1995 definition of it as “a
distributor/supplier process of managing product categories as strategic
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business units, producing enhanced business results by focusing on deliv-
ering consumer value” (Joint Industry Project 1995). Even then, research
conducted by Hogarth-Scott and Dapiran (1997) in the Australian and
UK food industries established that industry practitioners still had vary-
ing views of what actually constituted the concept of category manage-
ment. The respondents, though, distinguished three broad areas: the
categorisation process; availability of information as well as the sharing of
such information in the channel; and partnership formation.

It is important for any research that is set in the category management
context to clearly outline the operational definition of category manage-
ment used in order to avoid confusion and differences in interpretation.
In working towards this definition, a survey of the literature has identi-
fied a range of commonly used definitions. Table 2.1 outlines the respec-
tive elements of each.

In summary, category management is largely a joint process between
manufacturers/suppliers and retailers. It can manifest itself in varying
degrees of relationship/partnership/cooperation between the two.
Product categories are central to category management; products are
divided into categories that are then strategically managed. The strategic
management of categories recognises each category as a business unit.
Category management has a consumer focus, and focusing on consumer
needs entails acquiring relevant information about the consumer and
customising merchandising activities to the specific requirements of each
store. Category management seeks to enhance business results for the
retailer and the supplier/manufacturer through systematic buying/selling
and merchandising, ensuring that those products that are demanded by
the consumer are a priority and are made available on supermarket
shelves. The three key stakeholders in the category management exercise
therefore are retailers, manufacturers and consumers.

The operational definition of category management that is used in this
book is modelled along the Nielsen (1992), Joint Industry Project (1995),
Desrochers etal. (2003) and Kracklauer etal. (2004) definitions. Category
management is a joint, manufacturer—retailer process of defining and
managing product categories as strategic business units, focusing on
satisfying consumer needs, and with the objective of producing enhanced
business results.
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Table 2.1 Definition of category management

Element(s)

Author(s)

Category Management

Is a joint process (involves
manufacturer/supplier and
retailer)

Can be a manufacturer only or
retailer only process

Involves partnership/cooperation/
sharing of information

Involves mutual trust between
manufacturer and retailer

Involves categorisation/product
categories

Is strategic management by
product category (as strategic
business unit)

Entails coordination of buying
and merchandising

Has a consumer focus (consumer
needs/consumer value)

Involves customisation on a
store-by-store basis
Seeks to enhance business results

Alvarazo and Kotzab (2001), Desrochers
et al. (2003), Dupre and Gruen (2004),
Joint Industry Project (1995), Joseph
(1996)

Kotler (2000), Lamb et al. (1996)

Dussart (1996), Hutchins (1997), IGD (1999)
Hutchins (1997)

Basuroy et al. (2001), Desrochers et al.
(2003), Dupre and Gruen (2004), Dussart
(1996), Hutchins (1997), Joint Industry
Project (1995), Joseph (1996), Kracklauer
et al. (2004), Nielsen (1992)

Alvarazo and Kotzab (2001), Desrochers
et al. (2003), Dupre and Gruen (2004),
IGD (1999), Joint Industry Project (1995),
Kracklauer et al. (2004), Nielsen (1992)

Basuroy et al. (2001)

Desrochers et al. (2003), Dupre and Gruen
(2004), Dussart (1996), IGD (1999), Joint
Industry Project (1995), Kracklauer et al.
(2004), Nielsen (1992)

Alvarazo and Kotzab (2001), Desrochers
et al. (2003), Joseph (1996), Nielsen (1992)

Basuroy et al. (2001), Desrochers et al.
(2003), Dupre and Gruen (2004), Dussart
(1996), IGD (1999), Joint Industry Project
(1995), Kracklauer et al. (2004)

Source: Created for this book based on the literature

The main elements worth noting therefore are:

* Product categories (categorisation)
¢ Strategic management by category
* Joint, manufacturer—retailer process

e Consumer focus, and

¢ Enhancement of business results.
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Aspects of this definition will form the basis of the concepts that are
studied in this book as far as the coexistence of manufacturer brands and
private label is concerned.

Distinction between Brand Management
and Category Management

Whereas category management represents strategic management by cat-
egory, brand management represents strategic management by brand
(Nielsen 1992). A category is a group of products that have a common
consumer end use (Hofler 1996). The group of products is distinct, man-
ageable and perceived by the consumer to be related and substitutable in
meeting their needs (Blattberg 1995; Hogarth-Scott and Dapiran 1997).
Examples of categories include dairy and frozen foods, soft drinks, house-
hold cleaners and paper products (Harris et al. 1999). The practice of
defining and delineating the categories is not considered to be an easy
task, as category boundaries are not always distinct and obvious (Johnson
1999); thus, there is a need for agreement between operating partners.
Each category would normally also have smaller product groupings. The
paper products category, for instance, could divide napkins, paper towels
and toilet paper into distinct sub-categories (Nielsen 1992).

The terms “brand management” and “product management” are often
used interchangeably. Traditionally, brand management entails responsi-
bility for managing a single brand, although in reality it has now become
increasingly common for a brand manager to be responsible for more
than one brand (Homburg et al. 2000). Brands are created through
branding and the essential function of branding is to create differences
between need-satisfying offerings (Doyle 1993) in order to facilitate
product identification (Lamb et al. 1996). A brand is therefore a “name,
term, symbol, or combination thereof that identifies a seller’s products
and differentiates them from competitors’ products” (Lamb et al. 1996:
297). A brand is a product that has dimensions that make it different
from other products designed to satisfy a similar need (Keller 2003).
Managing the brand is normally the responsibility of the brand manager,
although it depends on the organisational set-up. In the academic and
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trade literature, there are no significant differences in the interpretation
of what brand management stands for.

This study makes use of the following operational definition of brand
management, adapted from Kotler (2000) and Hehman (1984): Brand
management is the coordination of marketing activities for a specific brand
(product) that includes the development and implementation of the brand
marketing plan and the monitoring of performance of the brand.

Category management has largely served to systematically merchan-
dise the many competing brands, especially manufacturer brands.
However, manufacturer brands can be looked at as one type of brand as
there are effectively two types of brands participating in FMCG/super-
market categories, namely private label brands and manufacturer brands.
While manufacturer brands have historically dominated FMCG/super-
market categories, the growth of the private label (ACNielsen 2003,
2005), a brand that is owned and managed by the owners of the retail
shelves, has meant that increased research attention can justifiably be
focused on private label in relation to manufacturer brands in the prod-
uct categories. In this respect, it is important to document the history of
private label.

History of Private Label Brands

This account is largely based on five historical eras/landmarks identified
in an academic article on the topic by Herstein and Gamliel (2004), and
also integrates the works of other authors (e.g. Baden-Fuller 1984; Hoch
and Banerji 1993; Hughes 1997; Veloutsou et al. 2004) into the five-era
framework. Sketchy details of the historical account date as far back as
1840.

The time period that is historically considered to be the most signifi-
cant regarding the emergence and development of private label brands is
the modern marketing era (i.e. the mid-twentieth century); however, “an
in-depth analysis of this phenomenon reveals that the era in which this
branding approach became a huge commercial success began around the
beginning of the twentieth century” (Herstein and Gamliel 2004: 63).
Some authors (Hoch and Banerji 1993) have written about the turn of
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the twentieth century witnessing the “beginnings” of private label in gro-
cery chains. This analysis is most likely from a commercial success point
of view rather than being a categorical indication of the very beginnings
of private label, since a number of authors have presented convincing
accounts (with considerable detail and specific dates) of private label hav-
ing been introduced for the first time in the nineteenth century (e.g.
Fernie and Pierrel 1996; Herstein and Gamliel 2004).

The five main eras/landmarks in the history of private label have been
identified by Herstein and Gamliel (2004) as:

e first era: emergence of private label brands (1840—1860);

¢ second era: the decline of private label brands (1861-1928);

* third era: the rise of private label brands (1929-1945);

* fourth era: the stability of private label brands (1946-1975);

e fifth era: private label brands versus manufacturer brands (1976-2003,
or rather, to the present).

First Era: Emergence of Private Label Brands
(1840-1860)

The first recorded evidence of private label dates as far back as 1840,
when Jacob Bunn of Springfield, Illinois, in the USA, sold in his grocery
shop certain items under his name or his family members’ names. This
was followed by a second grocer, Bernard H. Kroger, selling tea, coffee
and pastries under his own name (Herstein and Gamliel 2004). There is
agreement among the relevant authors (e.g. Hoch and Banerji 1993;
Herstein and Gamliel 2004) that A&P (then the Great Atlantic & Pacific
Tea Company) was the first grocery chain to sell private label brands.
There is, though, a factual discrepancy in that Herstein and Gamliel
(2004) claim that this happened in the 1860s while Hoch and Banerji
(1993) state that this happened at the turn of the twentieth century. The
first private label brands were therefore developed by entrepreneurial
retailers. Manufacturer brands were sold alongside retailer and wholesaler
brands. Consumers generally developed loyalty to their retailers who,
from time to time, would grant them credit and accept barter.
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Consequently, retailers wielded power in recommending what consumers
would buy (Strasser 1989), and “it appears that because retailers were act-
ing as advisers in the market place, they tended to persuade customers to
buy unbranded goods and own-labels whose profit margins were mostly
higher than manufacturer brands” (Herstein and Gamliel 2004: 64). In
the UK, the first traces of private label brands also appeared on store
shelves in the nineteenth century (Fernie and Pierrel 1996; Jeffery 1954;
Key Note Market Review 2001), although the exact dates are not given.
There is generally limited information on how private label started in
Europe (Omana 2002).

From this account, one could say that the first private label brands
originated in the USA and the UK (probably at an earlier date in the
USA), and that manufacturer brands and private label have had a long
history. As far as the period under consideration is concerned, the general
lack of quantitative data makes it difficult to come to a conclusion as to
how big private label was, in terms of market share, in relation to manu-
facturer brands.

Second Era: The Decline of Private Label Brands
(1861-1928)

Against the background of private label that had gained ground in the
USA, FMCG brands manufactured by companies such as Heinz, Procter
& Gamble, National Biscuits, Coca-Cola, Quaker Oats, Colgate-
Palmolive and Gillette suddenly experienced increased demand, espe-
cially after the American Civil War of 1861-1865 (Hoch and Banerji
1993). This occurred for a number of reasons (Herstein and Gamliel
2004). Firstly, in the USA the restoration of the country after the Civil
War resulted in improved economic performance. The development of
industries brought more disposable income, and together with the accel-
erated influx to urban life, there was more willingness to buy good-
quality, innovative products in sophisticated packaging. Secondly,
transportation systems improved, enabling manufacturer brands to be
distributed nationally rather than just locally. Manufacturers learnt to
become less dependent on wholesalers who had been responsible for dis-
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tributing manufacturer products. Thirdly, national advertising in news-
papers and magazines had a big impact. According to Hoch and Banerji
(1993), manufacturer brands grew with each innovation in advertising
media, and in addition, with the development of supermarkets.

Third Era: The Rise of Private Label Brands (1929-1945)

In 1929, the USA was hit by the Great Depression, ending a long period
of wealth and economic prosperity. The depression lasted for a decade.
Vast unemployment and low disposable incomes drove consumers to
switch to private label brands because of their relative affordability in
comparison to manufacturer brands.

Fourth Era: The Stability of Private Label Brands
(1946-1975)

Manufacturer brands recovered soon after the Second World War due to
factors such as economic improvement, the growth of a suburban middle
class and heavy TV advertising (Herstein and Gamliel 2004). The post-
war period experienced the diffusion of commercial television which dra-
matically changed the economics of mass communication and
strengthened the role of manufacturer brands in food retailing (Fitzell
1982). By the middle of the twentieth century, private label had become
a prominent element of merchandising policies for a number of UK
retailers such as Sainsbury’s and Marks and Spencer (Ogbonna and
Wilkinson 1998). On the European continent in 1964, resale price
maintenance (RPM) was abolished. This meant that retailers were no
longer obliged to follow what manufacturers stipulated concerning sell-
ing prices. Private label brands therefore started to play an important role
in the food sector (Herstein and Gamliel 2004). The end of RPM in the
UK “heralded the launch of own label development on a large scale by
many UK retailers” (Fernie and Pierrel 1996: 49). Its withdrawal contrib-
uted to a shift in power relations from food manufacturers to food retail-

ers (Burns et al. 1983; Doel 1996). Consequently, in the mid-1960s,
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private label was increasingly perceived as a direct threat to manufacturer
brands (Ogbonna and Wilkinson 1998).

In some respects, private label experiences differ from country to coun-
try. While this fourth era has been termed “the stability of retailer brands”
(Herstein and Gamliel 2004), largely based on the experiences of certain
European countries as well as those of the USA, it is noted that the
situation in other countries was somewhat different. For instance, the
first generic brands in New Zealand were introduced in the 1940s
by Foodstuffs, a large grocery retail organisation, as a reaction to its
inability to source some manufacturer brands (Keen 2003). However, the
history of one of the major private label brands, Pams, is documented as
dating back to 1937 when it was first introduced to enable the
Four Square group of stores, which is part of Foodstuffs and has smaller
stores than the larger supermarkets, to compete with larger chain stores
(www.foodstuffs.co.nz). On another level, the Woolworths private label
brand, which was introduced in 1969, claims to have been the first true
private label brand in the country (Keen 2003). All these dates neverthe-
less show that, in global terms, countries like New Zealand are followers
to countries such as the UK in terms of the emergence and development
of private label.

Fifth Era: Private Label Brands Versus Manufacturer
Brands (1976-2003)

In the mid-1970s, private label brands were generally of poor to medio-
cre quality and were perceived as being inferior to manufacturer brands
(de Chernatony 1989). In both the UK and USA, the private label brands
of the 1970s were mostly generics (Coyle 1978; McGoldrick 1984). They
competed with manufacturer brands on the basis of price rather than
quality, and innovation on the part of retailers was largely non-existent
(Herstein and Gamliel 2004). In the UK in the 1970s, in reaction to the
tough economic recession, supermarkets were forced to adopt a new
strategy in order to invigorate trade. New lines of private label were intro-
duced and offered at very alluring prices, thus considerably pressuring
manufacturers to offer substantial discounts (Ogbonna 1989).
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In the 1980s, private label brands in the UK and USA started chang-
ing to become increasingly targeted at the middle to upper consumer
segments. This entailed producing upmarket products that competed
with manufacturer brands on quality (Herstein and Gamliel 2004;
Sansolo 1994). Private label therefore became more active in terms of
product and packaging innovation. Yet in comparison terms, UK private
label brands were actually more innovative than their US counterparts;
according to Hughes (1997), “The main contrast was the way in which
UK food retailers actually pioneered the development of some product
categories which had not been developed before by manufacturers in the
branded marketplace” (Hughes 1997, p. 172).

In both countries, the idea that guided most distributors in upgrading
quality was that consumers were willing to pay more for manufacturer
brands of better quality; therefore, too much emphasis on attractive price
on the part of private label would not adequately sell such brands
(Herstein and Gamliel 2004).

The new policy saw the continuation of innovation on a massive scale
in the 1990s. There was a complete change by distributors in the manage-
ment of their private label. Private label brands of the highest quality
were presented to the market. The huge gap between manufacturer
brands and private label was reduced significantly, and in some instances,
private label brands were actually of higher quality than manufacturer
brands, as was the case for some products marketed by the UK food
chain, Sainsbury’s (Herstein and Gamliel 2004). In fact, “As a result of
this marketing approach, private brands, in the 1990s, mainly in the food
sector, succeeded in gaining significant market shares and became a real
threat to manufacturer brands” (Herstein and Gamliel 2004: 66). In the
UK, while there was an emphasis on upgrading quality, most food retail-
ers also sold price-based private label in addition to upmarket products,
as a competitive response to the entrance of deep discounters (Burt and
Sparks 2003).

Private label development is claimed to be stronger in the UK and in
most Western European countries in comparison to the USA due to a
number of factors, such as higher retail concentration (Hoch and Banerji
1993) and the associated power of large retail chains as a result of sheer
scale; reinvestment of profits in initiatives such as central warehousing,
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centralised distribution systems and information technology; smaller
national markets tending to favour fewer national competitors (Hoch
and Banerji 1993); strategic management decisions such as maintaining
a strong three-tier private label structure across the quality spectrum; and
more advanced product and packaging innovation.

Conclusions that can be drawn from the historical development of pri-
vate label include the importance of innovation and upgrading private label
quality, as well as marketing/branding/advertising, in helping to push the
private label brand to higher levels; the role played by retail consolidation
and concentration in influencing the growth of private label brands; and
the impact of economic performance in influencing the growth or decline
of private label. Aspects related to product innovation and category mar-
keting support (category development), as well as retail concentration, are
important concepts that form the basis of this study of manufacturer brands
and private label in FMCG/supermarket product categories.

Having examined the development of both private label and manufac-
turer brands, a discussion of the remaining aspects of category manage-
ment follows.

Deployment of the Category Management
Process

A category management framework was published in 1995 as the “how
to” of category management (Joint Industry Project 1995). It outlines
eight steps for the proper implementation of category management,
which are:

* category definition,

* category role,

* category assessment,

* category scorecard,

° category strategies,

° category tactics,

e category/plan implementation, and
gory.

° category review.
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In deploying the category management process, this eight-step approach
(Joint Industry Project 1995) acts as a guide for companies both within
and outside the FMCG sector. Some retailers and manufacturers follow it
as is, but many have streamlined and customised it to suit their needs. For
example, SUPERVALU employs five steps, Miller Brewing makes use of
four, Big Y observes the original eight and CROSSMARK (a sales and
marketing agency) employs five or six steps (ACNielsen et al. 2006).
Desrochers et al. (2003) have actually identified and synthesised six cate-
gory management process frameworks from the academic and trade litera-
ture. The reality, however, is that all these variations share a common
overall process involving four macro-steps: data gathering, assessment,
decision making and implementation (ACNielsen et al. 2000).

The category management process framework itself is beyond the
scope of this volume. Relevant aspects of this study are derived from the
framework, and these include merchandising aspects related to shelf
space, shelf facings, shelf position and share, as well as the strategic deci-
sions relating to such issues. These concepts are therefore central themes
of this book, as they enable direct comparisons to be made between man-
ufacturer brands and private label. There is a specific focus on the coexis-
tence of manufacturer brands and private label in supermarket product
categories with respect to these concepts, and largely from the viewpoint
of how the two are balanced. Since manufacturers have their own brands
that are competing (and cooperating) with private label, and retailers are
largely seen in the literature as holding the balance of power in relation to
manufacturers in the category management relationship, it is envisaged
that the theories of power have an important part to play in the coexis-
tence of the two types of brand.

Objectives and Benefits of Category
Management

Category management is considered to have two main strategic objec-
tives. Firstly, to define business units as product categories rather than
individual brands or product lines, which is a shift from the brand man-
agement approach. Product decisions are based on category-level goals.
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Secondly, to customise the marketing effort very closely to the shopping
patterns of a locality (Dussart 1998). According to Dupre and Gruen
(2004), “Category management theory posits that retail’s sales and profits
will be maximized by an optimal mix of brands, SKUs (stock-keeping
units), and pricing that is determined from the perspective of the con-
sumer and is based on historical sales data” (p. 445). The objectives of
category management can be summarised into qualitative and quantita-
tive goals (Kracklauer et al. 2004).

With respect to qualitative objectives, the key goal is customer reten-
tion, and it is achieved through assortment competence (i.e. the ability to
decide on the right mix and variety of products to sell) and consumer
orientation. Assortment competence is gained via the adoption of an up-
to-date and demand-responsive product mix, optimal depth and optimal
breadth. Consumer orientation is gained through clear and logical pre-
sentation. With respect to quantitative objectives, the key goal is increased
earnings, and it is achieved through increased revenues and cost reduc-
tions. Increased revenue is gained through pushing products that are
profitable and also through an increase in productivity per unit of retail
space. Cost reductions are realised via product mix overhaul and reduc-
tion in capital investment (Kracklauer et al. 2004).

All three parties, manufacturers (suppliers), retailers and consumers,
are meant to benefit from the category management exercise. Academic,
empirical research has reported some positive results of category manage-
ment implementation. Dhar et al. (2001) found that the implementation
of category management is perceived by manufacturers as having a posi-
tive impact on category performance, and Basuroy et al. (2001) found
that the implementation of category management has a positive effect on
retailer profitability and prices. In addition to the academic, empirical
research, a survey by the IGD (2002) in the UK showed that the majority
of practitioners of category management believe that category manage-
ment improves sales, market share, profitability, inventory levels, con-
sumer understanding and trading relationships. Furthermore, exploratory
research conducted in the Australian and UK grocery industries with
manufacturers and retailers (Hogarth-Scott and Dapiran 1997) estab-
lished in detail the specific benefits that accrue to manufacturers/suppli-
ers, retailers and consumers.
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Despite the reported benefits, some researchers have warned of potential
negatives for consumers. For instance, lower prices are listed (Hogarth-Scott
and Dapiran 1997) as a potential benefit to the consumer. Some academic
researchers, however (Basuroy et al. 2001), have found that category man-
agement, as a profit-generating strategy, has the potential to foster price
increases that could compromise consumer value. Furthermore, regarding
manufacturers and retailers, since category management is a joint effort, it
is expected that both parties will benefit from the enhanced business results
achieved, and that a healthy balance prevails in the category management
relationship between the two parties. However, given the increasing trend in
retailer concentration and consolidation and the power of retailers, some
researchers have argued that category management is nothing less than the
translation of power acquisition by retailers over manufacturers (Dussart
1998; Randall 1994). This would seem to underline the importance of
investigating category management arrangements in the process of assessing
the power relationships in the management of the categories. It is expected
that the power relationships between grocery retailers and suppliers/manu-
facturers would naturally reflect the power relationships in the management
of the coexistence of manufacturer brands and private label.

Brand and Category Management
Organisational Arrangements

Brand and Category Organisation for the FMCG
Manufacturer

Organisation for category management on the manufacturer side has not
always meant an arrangement that facilitates a formal, joint process with
retailers. It may just mean a switch from brand-orientated to category-
orientated organisation for managing the product categories of the manu-
facturer. For instance, when Procter & Gamble developed further the
category structure from the brand management structure in 1989
(Katsanis and Pitta 1995), this was a manufacturer-only organisational
arrangement that added a senior management layer (category manager)
above brand managers in order to facilitate a focus on product categories
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in the process of managing brands (Kotler 2000). Before this type of reor-
ganisation, brand managers would be fighting both external competition
and internal brands. The category manager focuses on the product group
and ensures that brand managers are not sabotaging each other (Lamb
et al. 1996). Depending on the organisation, the responsibilities of the
category manager may range from the coordination of brand management
responsibilities, largely focusing on marketing activities only, to the coor-
dination of brand management responsibilities, covering both marketing
activities and trade/sales activities. The latter arrangement would mean a
close working relationship with the sales organisation to the extent that
selling would, in a way, become part and parcel of the category manager’s
responsibilities. Seen from this perspective of category management, a
manufacturing company would have management responsibilities at
brand/product and category levels as outlined in Table 2.2.

Table 2.2 Brand/product manager and category manager concepts for the
manufacturer

Product level Management level

Responsibilities

Brand/product Brand manager (or

product manager)

Product category Category manager

Develops marketing strategy for the
brand.

Positions the brand.

Identifies target segments for the
brand.

Evaluates the effect of alternative
marketing strategies on brand
performance.

Recommends changes to brand
strategy.

Has responsibility for brand
performance.

Evaluates existing products/product
lines in the category.

Evaluates the mix of new and existing
products/product lines within the
category.

Considers the effects of additions and
deletions.

Has a greater responsibility to sell.

Has overall responsibility for category
performance.

Source: Adapted from Lamb et al. (1996)
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It is important to note that the category management arrangement
discussed above is not the one in which a manufacturer manages the
whole category (inclusive of own and competitor brands) on behalf of or
in partnership with a retailer, as that comes under joint category
management.

Supermarket Retailer and Category Management
Organisation

On the retailer side, category management also entails focusing on cat-
egory performance rather than individual brand performance.
Deployment of category management on the retailer side can be done
without manufacturer input. In such circumstances, retailers would be
making use of in-house information and technology, together with
research and analyses purchased from third-party organisations (Nielsen
1992). The retailer would have its own category manager(s) (or “retail
category manager(s)”) in the organisational set-up. The category man-
ager would largely be performing more of a total role as “a buyer, a mer-
chandiser, a salesman, and a manager—all at the same time” (Nielsen
1992: 39). Although the deployment of retail category management can
occur without manufacturer involvement, it has been argued that the
benefits of category management are enhanced if there is collaboration
between manufacturers/suppliers and retailers (Desrochers et al. 2003),
the reason being that sharing resources such as information and technol-
ogy with manufacturers is more cost effective and eflicient than going it

alone (Nielsen 1992).

Joint Category Management Arrangements
Manufacturer/Retailer Collaboration

Category management was introduced in the FMCG industry as a
mechanism for managing relationships between retailers and manufac-
turers (Hogarth-Scott and Dapiran 1997). Joint category management
entails a combined and coordinated effort between manufacturer and
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retailer to manage product categories as strategic business units, and is
characterised by the sharing of information and technology resources
between the two. Joint category management leverages the skills and
resources of manufacturers and retailers, and cooperation/collaboration
is key to such an arrangement. The two former adversarial parties, manu-
facturers and retailers, ideally would have to stop fighting over who
obtains the most value added and start working together to maximise
profit in any product group (Freedman et al. 1997). The two perform
valuable complementary roles. Retailers bring to the table point-of-sale
data, merchandising knowledge and total store consumer measures
(Blattberg and Fox 1995), as well as making shelf space available for the
display of products. Manufacturers bring to the table knowledge of con-
sumer demographics, consumer motivations for buying, knowledge of
market trends (Blattberg and Fox 1995), information on new product
development trends (Nielsen 1992) and brand/product development
capability; this includes both new product development and the updat-
ing of existing products/brands. Research indicates, however, that while
there is such a business partnership between manufacturer and retailer,
the two parties’ objectives are never aligned. There will always be compe-
tition for a share of the surplus, and retailers tend to have stronger bar-
gaining leverage in this regard (Freedman et al. 1997). Consequently, the
theoretical construct of power can be said to be central in category man-
agement relationships, inclusive of the strategic decisions made on the
nature of the coexistence of private label and manufacturer brands in the
categories. Category management implies that retailers and manufactur-
ers have to interact to create and manage strategies and operations for
product categories, and not just individual brands (Dupre and Gruen
2004). To facilitate such interaction, a collaborative structure that inte-
grates category functions and decisions should be adopted. Christopher
(2005) and Nielsen (1992) have outlined the nature of the collaborative
structure from the point of view of the changing roles of manufacturers
and retailers. In the old roles that emphasise brand management, the
manufacturer communicates through a sales representative and the
retailer communicates through a buyer. In the new roles that emphasise
category management, there is integrated communication involving
more functions on either side.
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Category Captain Arrangements

A category captain arrangement is a form of category management
arrangement (Chimhundu et al. 2015; Lindblom and Olkkonen 2005).
Although retailers may have category managers who handle the manage-
ment of retail categories, the retailers recognise that they cannot possibly
develop all the marketing skills necessary to cover their full range of prod-
ucts. The retailers therefore engage in arrangements that seek to “unleash
the expertise” of suppliers (O’Keefte and Fearne 2002: 299). A common
category management arrangement in this respect in the FMCG/grocery
retail sector is category captainship. A category captain (CC), or category
leader, is a manufacturer, usually the dominant supplier in the category,
which is empowered by the retailer to undertake management of the cat-
egory on behalf of the retailer or in partnership with the retailer. This
involves managing own (i.e. CC) brands and competitor brands
(Desrochers et al. 2003). The typical arrangement is that the CC supplies
resources and information in exchange for active participation in cate-
gory planning, development and growth (Blattberg and Fox 1995). CC
responsibilities also include deciding shelf arrangements, allocating shelf
facings and recommending prices for both its own brands and those of
competitors (Bush and Gelb 2005; Desrochers et al. 2003; Dewsnap and
Hart 2004). Although the CC role is deemed to bring efficiencies to the
respective category due to the greater resources and access to informa-
tion, this kind of category management set-up has often been criticised
over the possibilities of competitive collusion and competitive exclusion
(Balto 2002; Desrochers et al. 2003).

The arrangement, however, does not mean that the CC has exclusive
power over the category. In away, the retailer is still in charge: “Gratification
of category leadership is the retailer’s decision and he may replace any
category leader at any time” (Dussart 1998: 54). In the category manage-
ment set-up, supermarket retailers largely take a strong interest in cate-
gory growth and other measures of category performance, and therefore
have the desire to see CCs grow the entire categories (Urbanski 2001).
The extent of control and the exclusivity of decision control of the CC
largely depends on the specific arrangement, and arrangements vary. The
CC may be entrusted with all category decisions by the retailer. The
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retailer may be open to second opinions from other manufacturers in the
category (termed “co-captains’, “validators” or “consultants”). The retailer
may also consult third-party advisers with no vested interests in the
respective category (Desrochers et al. 2003).

According to Steiner (2001), CC arrangements can range from strong
to weak, and this largely depends on the depth and breadth of decision
responsibility of the CC, and on the availability and ability of other man-
ufacturers to influence the decision. With respect to the different types of
CC arrangements, ranging on a continuum from powerful to less power-
ful caprains, the less powerful ones are those whose decisions are checked
by the retailer and by other parties within the category (Lindblom and
Olkkonen 2005). This situation therefore highlights the relevance of
power and dependency in category management arrangements, and
effectively in the nature of the coexistence of brands that are owned by
the owners of the retail shelves (i.e. private label) and those that are owned
by FMCG manufacturers (i.e. manufacturer brands).

Research Set in the Category Management
Context

This book investigates the coexistence of manufacturer brands and pri-
vate label in FMCG/supermarket product categories. Since the category
management practice has become widespread in the FMCG/supermar-
ket industry around the world (Dussart 1998), and manufacturer brands
and private label largely coexist within this context, it becomes impera-
tive that aspects of the category management set-up that are deemed to
be relevant to the research on manufacturer brands and private label in
grocery categories be taken into account in this study. The research is,
however, not positioned primarily as category management research, but
rather as research that investigates specific aspects of private label and
manufacturer brands in FMCG/supermarket categories, taking into
account relevant aspects of the category management set-up. A brief
review of related research on the topic of category management follows,
with a view to incorporating relevant aspects into the research direction
of this volume.
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An agenda for academic research on category management related
issues was set by Hutchins (1997) in the process of trying “to raise aware-
ness of category management among the academic community” (p. 180)
and, at a later date, Dewsnap and Hart (2004) observed that although
there is no shortage of coverage of category management related issues in
the press, in trade publications and at practitioner conferences, the aca-
demic literature in the area is still limited. Broad areas of research agenda
issues suggested by Hutchins (1997) that to date have not received ade-
quate attention include the management of categories and related rela-
tionships, including power relationships within the categories. One such
issue is that “Problem situations are bound to arise. Take for example, a
situation when research indicates a retailer should delist his own-label
[private label] product in favour of a competing brand. The solution to
this is unclear” (Hutchins 1997: 179). The author contends that not only
is the solution unclear, but the reactions and strategic approaches to such
challenges may also not be standard across FMCG industries in different
economies and across grocery retail chains. These aspects therefore can be
better understood through studies that involve discussions with the rele-
vant industry practitioners. There are power issues involved and power
relationships between FMCG manufacturers and grocery retailers may
vary. It is well known that in the FMCG industry the balance of power
now rests with the retail chains, and one would assume that if coercive
power was the dominant source of power used, decisions taken on such
category issues as the one just given would be different from decisions
that would be taken if other sources of power than coercive power were
dominant in the category relationships.

With respect to manufacturer and retailer brands in FMCG categories,
the facts at hand are as follows: Firstly, the two types of brands sit side-
by-side on grocery retail shelves in a state of competition. Secondly, the
technique of category management is being employed in some form, but
this technique has not been adopted in a standard fashion by practitio-
ners, so it is hard to tell with certainty the power relationships at play
within the categories. Thirdly, the balance of power in manufacturer—
retailer relationships is largely in the hands of grocery retail chains and
the retail chains have the capacity to employ coercive power in their deal-
ings with manufacturers/suppliers to their benefit, if they wish. It would
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be reasonable in this respect to expect that the more concentrated the
grocery retail environment, the greater the power grocery retailers would
have over manufacturers. This is partly because if a manufacturer brand
is delisted by a grocery retail chain in a highly concentrated grocery retail
environment, the manufacturer will have lost a huge chunk of its business,
and this may actually threaten the survival of that manufacturer. Given
this situation, power relationships between manufacturer brands and pri-
vate label need to be better understood, especially in environments that
have high grocery retail consolidation and concentration, as such envi-
ronments are associated with even greater power on the part of grocery
retail chains in relation to the FMCG manufacturers they deal with.

The research streams in the area of category management in the past
two decades or so have tackled a number of areas. One stream has looked
at profitability, category performance and assortment issues (e.g. Basuroy
et al. 2001; Broniarczyk et al. 1998; Dhar et al. 2001; Gajanan et al.
2007; Zenor 1994). Another stream has addressed retailer—supplier rela-
tionships, relational outcomes, interaction and partnership (e.g. Dupre
and Gruen 2004; Glynn 2007; Hogarth-Scott 1999; Lindblom 2001),
and another has dwelt on marketing/brand management and sales organ-
isational issues as they relate to category management (e.g. Dewsnap and
Jobber 1999; Dussart 1998; Gruen and Shah 2000). One stream has
looked at the historical development of category management (e.g.
Benoun and Helies-Hassid 2004), and yet another has focused on
research opportunities and/or extending the practice to other industries
(e.g. Dewsnap and Hart 2004; Hutchins 1997).

A stream of investigation considered by the author to be much closer
to this research and therefore more relevant has tackled power issues as
they relate to the category management practice and category participant
relationships, including the role of CCs, but this stream has fallen short
of addressing in full such issues as they specifically relate to the coexis-
tence of manufacturer brands and private label in the categories (e.g.
Dapiran and Hogarth-Scott 2003; Desrochers et al. 2003; Hogarth-Scott
and Dapiran 1997; Kurtulus and Toktay 2005; Lindblom and Olkkonen
2005; Lindblom and Olkkonen 2006). What seems to come out of this
stream of literature, explicitly or implicitly, is that the retailers have the
overall power in the category management set-up. It would be enlighten-
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ing from an academic perspective to establish the role played by this
power in the determination of the nature of coexistence between manu-
facturer brands and private label in the product categories. Therefore,
whether the employment of such power would lean more towards coer-
cive or non-coercive sources of power, and why, are issues that still have
to be established through research. The author reasons that how these
issues are treated is specific to grocery retail environments, grocery retail
chains and the categories in question, since circumstances may differ
between these units.

In addition, the types of research undertaken so far include empirical
(quantitative, qualitative and a combination), experimental, historical,
commentary and reviews. Lindblom and Olkkonen (2006) have noted,
however, that there is a shortage of conceptual, qualitative empirical stud-
ies, and such studies are recommended. Glynn (2007) has noted that
“much of the empirical work on category management has involved scan-
ner data analysis rather than reporting retailer attitudes” (p. 63). The
author of this work would posit that, given the power of retailers, retailer
strategic thinking has a huge influence in determining the nature of coex-
istence between manufacturer brands and private label in FMCG/super-
market product categories.

Furthermore, the contextual environment of these studies undertaken
so far is largely restricted to the USA and Europe. Australia has a minimal
presence, and New Zealand has hardly featured in the academic journals,
save for a few works such as Glynn (2007). It is recognised that context
may not matter that much in academic research, unless there are charac-
teristics that distinguish one context from another. In this case, distin-
guishing characteristics exist in New Zealand. The New Zealand FMCG/
supermarket sector has the highest level of consolidation and concentra-
tion of all countries in the Organisation for Economic Co-operation and
Development (OECD), and this should have an effect on power/depen-
dency issues. Besides, academic research (Dapiran and Hogarth-Scott
2003) has hinted at the relationship between high retail concentration
and readiness to employ certain bases of power such as coercive power.
The New Zealand grocery sector would therefore offer fertile ground for
a largely qualitative empirical study on the coexistence of manufacturer
brands and private label.
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Key Aspects of the Literature
on the Management of FMCG Categories

The five-point definition of category management developed includes the
following constructs: product categories (categorisation), strategic manage-
ment by category, joint manufacturer (supplier)/retailer) processes, con-
sumer focus and enhancement of business results. These issues have relevance
to the conceptual framework on the study of the coexistence of manufac-
turer brands and private label in FMCG/supermarket product categories.

On the management of the categories, category management arrange-
ments (specifically CC arrangements) and shelf matters (i.e. shelf space,
shelf position, rationalisation and stocking/deletion decisions) also form
part of the conceptual framework for this book.

From the historical development of private label, the importance of
innovation and upgrading of private label quality was established, as well
as the role of marketing/branding/advertising in helping to push the pri-
vate label to higher levels and the role played by retail concentration in
influencing the growth of private label. Retail consolidation and concen-
tration, as well as product innovation and category marketing support
(category development), are therefore relevant aspects that form an inte-
gral part of this research.

The power of grocery retailers, due in part to retail consolidation and
concentration, was established as characterising the state of affairs in the
FMCG/supermarket industry. This is seen as having implications for
power relationships relating to the coexistence of manufacturer brands
and private label in FMCG/supermarket categories. Power is therefore a
relevant and appropriate topic of investigation in this study. Power rela-
tionships between manufacturer brands and private label need to be bet-
ter understood, especially in environments that have high grocery retail
consolidation and concentration.

There is a need for more academic research in the area of the manage-
ment of FMCG categories and related relationships, including power
relationships within the categories. In addition, contextual environments
outside of Europe and the USA have been neglected in such research. The
New Zealand grocery sector, with its highly concentrated grocery retail
environment, offers such a research opportunity.
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Chapter Recap

This chapter has explored the history of category management, what cat-
egory management is, the distinction between brand management and
category management, the history of private label, deployment of the
category management process, objectives and benefits of category man-
agement, brand and category management organisational arrangements,
streams of research in the category management context, and key aspects
of the literature on the management of FMCG product categories. The
next chapter covers product innovation, category marketing support,
consumer choice and power issues in the FMCG industry.
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Product Innovation, Category Marketing
Support, Consumer Choice and Power

Overview

This chapter examines the literature on important marketing and man-
agement subject areas related to the coexistence of private label and man-
ufacturer brands in the consumer goods industry. Incorporated into the
review are the product innovation and category marketing support activi-
ties of manufacturer brands and private label. Specifically, the chapter
addresses product innovation, category marketing support, consumer
choice and power in the FMCG industry.

Product Innovation
Meaning of Innovation

The concept of innovation is relevant to this book because the FMCG/
supermarket product categories it focuses on are made up of many brands
that are constantly engaged in innovation. In the marketing literature,
the term “innovation” has largely been associated with new product
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Table 3.1 Definition of innovation

Element(s) Author(s)
It can be a new product (i.e. Damanpour (1991), Kotler (1991), Lamb
goods, services or ideas) et al. (1996), Lundvall (1992), Nohria and
Gulati (1996)
It can be a new technique/ Lundvall (1992), Nohria and Gulati (1996)
method
It can be a new form of Lundvall (1992), Nohria and Gulati (1996)

organisation
It can be a new market/market  Lundvall (1992), Nohria and Gulati (1996)
opportunity

It can be a new policy Nohria and Gulati (1996)

It can be a new solution Doyle and Bridgewater (1998)

It can be a new source of Barker (2002), Doyle and Bridgewater (1998)
customer satisfaction/customer
value

Source: Created for this book based on the literature

development. Table 3.1 outlines the key elements of some of the defini-
tions used in the marketing and management literatures.

The concept of innovation is indeed a broad concept (Avermaete et al.
2003), as can be seen from the variety of elements in the table. What all
these authors are in agreement about, though, is that innovation is to do
with newness. Although innovation also largely involves new products, it
should not be seen as restricted to new product development or even
product-related issues. There are other types of innovation such as process
innovation, market innovation and so on. Market innovation, however,
has areas of overlap with product innovation. Innovation encompasses a
number of elements. This book only focuses on those domains that have
something to do with manufacturer brand and private label innovation
within FMCG product categories. To this effect, it is envisaged that inno-
vation elements relating to product, packaging and branding (as well as
those related to marketing/market and sales issues) will take priority. This
book therefore makes use of the terms “product innovation” or “brand
innovation” to mean the creation of new or modified (i.e. updated) prod-
ucts/brands. The scope therefore ranges from completely new, break-
through concepts to minor adjustments (incremental changes) as they
relate to manufacturer brands and private label.
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A relevant, six-category framework (Booz et al. 1982) can act as an
appropriate guide in this matter, to encompass all innovation activities
envisaged. The framework identifies the following categories of new prod-
ucts: new-to-the-world products, as in new products that create an entirely
new market; new product lines, as in new products that allow a firm to
enter an established market for the first time; additions to existing product
lines, as in new products that serve to supplement a company’s established
product lines (e.g. pack sizes, flavours and other varieties); improvements
and revisions of existing products, as in new products that provide improved
performance or greater value and replace existing products; repositionings,
as in current products that are targeted at new markets or market segments;
and cost reductions, as in new products that provide similar performance
at lower cost. Aspects covered by this framework are relevant to this study.
The range of innovations covered by the framework largely incorporate the
relevant product, packaging, branding, marketing and sales aspects that
would be expected in the product categories. In addition, it has been
stressed that innovations involve commercialisation (Brassington and
Pettitt 1997); so, in this book, any resources, skills and activities connected
with commercialisation will be seen as part and parcel of the innovation.

Continuum of Innovation

Studies on innovation have used a number of alternative classifications of
the concept. Two such classifications constitute what is termed the “con-
tinuum of innovation” (Brassington and Pettitt 1997), and are worth
discussing. These are the typology of continuous, dynamically continu-
ous and discontinuous innovation, and the typology of incremental and
radical innovation.

Continuous, Dynamically Continuous and Discontinuous
Innovation

A clear distinction has been made between the characteristics of each of
these three types of innovation (Zairi 1995). Continuous innovation
does not involve changing the ground rules of competition; it does mean
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improving standards under existing market conditions. Defining charac-
teristics include (Zairi 1995): no requirement for changes in consumer
behaviour (normally, readily accepted by the consumer); product can
offer new features, but without disrupting established patterns of behav-
iour; and product provides the same function in the same way as usual.
This is the most frequent form of innovation and carries a low level of
risk. Examples of such innovations include FMCG product updates
(Brassington and Pettitt 1997) such as new varieties (e.g. flavours and
fragrances) (Zairi 1995).

Defining characteristics of dynamically continuous innovation include
(Zairi 1995): use of new technology to serve a function that is established
in the marketplace; consumers need to change and adapt their behaviour
to the new product, which still performs a familiar function; price
increases due to the new technology; resistance may occur if behaviour
change required is substantial and if costs are high; and product is a sig-
nificant innovation (Brassington and Pettitt 1997). Examples of such
innovations include the CD-ROM for home PCs (Brassington and
Pettitt 1997) and the evolution from manual typewriter to electric type-
writer, and then to word processor (Zairi 1995).

Discontinuous innovation involves changing the ground rules of com-
petition. Distinguishing characteristics include (Zairi 1995): product is
completely new and disruptive, therefore requires consumers to establish
new patterns of behaviour; it is a rare occurrence, probably once every
decade; product may combine old and new technology to enable new
tasks that were not performed previously; if accepted, product results in
a radical reshaping of lives. Examples include the first PC (Zairi 1995)
and the first video recorder (Brassington and Pettitt 1997).

Incremental and Radical Innovation

Studies on innovativeness have highlighted the distinction between radical
and incremental innovation (Johannessen et al. 2001). Incremental inno-
vation is associated with innovations within a paradigm. The focus is on
incremental improvements. Radical innovation is associated with revolu-
tionary innovations (Dosi 1982; Dewar and Dutton 1986). Discontinuities
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totally redefine the industry by creating new technological paradigms or
regimes (Tushman and Romanelli 1985). Some authors, though (e.g.
Damanpour 1991), have differed in their interpretation of the two con-
cepts by recognising radical and incremental innovation as representing a
continuum applicable even within the same paradigm. This book takes the
view that, since there are two extremes on the radical-incremental con-
tinuum, the radical extreme end represents the highest degree of departure
from current practice and the incremental extreme end represents the low-
est degree of departure from current practice. Thus, radical innovation
involving a new paradigm is taken to be more radical than Damanpour’s
(1991) radical innovation within the same paradigm. Subjective judge-
ment can therefore be used to establish the positions of respective innova-
tions on the continuum, depending on the magnitude of departure from
current practice.

As argued by Hage (1980), innovations therefore vary on a continuum
ranging from radical to incremental. In this respect, it is reasonable to
consider the two typologies of continuous, dynamically continuous and
discontinuous innovation and incremental and radical innovation to be
largely similar in application because both are almost reflections of each
other. The extreme end of continuous innovation represents the extreme
end of incremental innovation and the extreme end of discontinuous
innovation represents the extreme end of radical innovation. The Booz
et al. (1982) six-category framework also bears some similarities to these
two typologies in the sense that the six categories suggest a range on a
continuum from incremental to radical innovation. For example, new-
to-the-world products can be regarded as radical innovation; and addi-
tions of new pack sizes or flavours, as well as other improvements and
cost reductions, represent incremental innovations.

Brand Innovation, Growth and Competitiveness

The importance of innovation for the growth, competitiveness and suc-
cess of firms and economies is well documented in the academic and trade
literature. In fact, as Guinet and Pilat put it, “Innovation is the heartbeat
of OECD economies. Without it firms cannot introduce new products,
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services and processes. They find it hard, if not impossible to gain market
share, reduce costs or increase profits. In effect, if the pulse of innovation
is missing, firms quite simply die” (Guinet and Pilat 1999: 63).

New products tend to grow far more rapidly in sales than existing
products, thereby providing a large boost for category and company
growth (Brenner 1994). In addition, new product sales are an important
innovation measure for many companies (Brenner 1994). Increased
expenditure on innovation is also associated with the desire to grow.

The second annual global survey of top executives by the Boston
Consulting Group (BCG) (2005) surveyed 940 executives, covering 68
countries and all major industries, the FMCG sector included. The sur-
vey found that 74% of the executives intended to increase spending on
innovation in the year 2005: “The big reason for the almost unwavering
support to innovation is of course growth. Fully 87 percent of the partici-
pants in our survey said that organic growth through innovation had
become essential to success in their industry” (BCG 2005: 9).

Industries with an acute need for innovation were identified as hot
spots, and such hot spots included consumer products and retail organ-
isations. Consumer products companies (including FMCG blue-chips
such as Procter & Gamble) and retail companies are currently facing an
environment characterised by consolidation, rising commodity prices
and increasing advertising expenditure. The two sectors had the highest
proportion of respondents planning to increase innovation expendi-
ture, at 79% (BCG 2005). Other factors that have also led to an empha-
sis on innovation in industry and academia include increased
developments in globalisation, competition and technological advance-
ment (McAdam 2005). The focus on innovation is considered to be
universal; therefore, companies generally find it hard to outperform
each other, no matter how much they invest. In view of the fact that
competing companies are seen to be investing heavily, many companies
are, as a result, unwilling to fall behind on their investment in innova-
tion (BCG 2005).

Other writers have concurred that high rates of innovation are essen-
tial for growth and that businesses that do not innovate eventually become
obsolete and die (Doyle and Bridgewater 1998; Hardaker 1998; Lindsay
2004; Robert 1995). In addition, innovation is seen as a source of com-
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petitive advantage (Denton 1999; Hastings and Healy 2001; Johne 1999;
Rundh 2005). Both incremental and radical innovations are deemed
important in achieving growth and competitiveness. However, although
radical innovations are seen as difficult to achieve in the FMCG sector it
is recognised that such innovations can actually open up new categories
(BCG 2004).

Coming on to FMCG product categories, it was further revealed in a
study by Booz et al. (1982) that more innovative categories achieve higher
degrees of success than less innovative categories, which tends to further
underline the link between innovation, growth and competitiveness.
Furthermore, other writers have emphasised the need on the part of super-
market retailers to achieve growth and related business results for their entire
categories through a combined effort with manufacturers (Urbanski 2001).
While the mechanics of category management itself are geared towards
achieving better business results that include growth in sales and profit for
the categories, the innovative activities of brands can be seen as a driving
force in the categories, which brings their importance into perspective.

Manufacturer Brand and Private Label Innovation
in Supermarket Product Categories

Most supermarket product categories are made up of both manufacturer
brands and private label. The importance of engaging in constant brand/
product innovation in order to retain a strong market presence is empha-
sised in the literature (e.g. Johne 1999; Keller 2003; Kung and Schmid
2015). Manufacturer brands and private label are always engaged in some
level of innovation ranging from incremental to radical. It is recognised
that a lack of innovation and differentiation on their part can easily lead
to category commoditisation and reduced consumer value (Schaafsma
and Hofstetter 2005). One aspect of interest is the capacity of manufac-
turer brands and private label to innovate (Collins-Dodd and Zaichkowsky
1999) in view of the fact that the two are both in competition, and in a
way, collaboration at the same time. Other aspects that are worth taking
note of are the incentives for, and the nature and progress of (Desrochers
et al. 2003), such innovation.
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Capacity to innovate can be measured in terms of resources (e.g. facilities
and technological, financial or human resources), skills/expertise (i.c.
knowledge and proficiency), and the related innovation output (e.g. rate
of innovation; quality and success of innovation). Use of the term “expert
resources’, however, to mean expertise or skills, is not uncommon in
academic and management circles. Therefore, the single term “resources”
for innovation can still be used individually to incorporate both skills/
expertise and the other resources outlined above.

Experts hold different views on the state of the contributions to inno-
vation by private label and manufacturer brands (Conn 2005). In the
literature, grocery retailers have been seen to be boosting their capacity to
innovate. According to this stream of literature (e.g. Lindsay 2004),
major retailers are now creating new product development teams that
rival those of manufacturing companies. European retailers such as Tesco
and Aldi have long had that strength, while the USA’s Walmart has, in
the early 2000s, come up strongly. Other retailers have also made an
effort to adopt new, distinctive private label strategies (Lee 1997). This
view largely holds that private label brands have become masters of their
own destinies on innovation and can do a lot on their own without hav-
ing to deal with manufacturers.

Conversely, another stream of literature has considered retailers to be
largely followers of manufacturers when it comes to brand/product inno-
vation and related marketing activities that can be classified as category
support (i.e. category development). This stream holds that manufacturer
brands are leading the way and setting the standard on innovation.
Historically, retailers have largely been followers of manufacturer brands
on innovation (Aribarg et al. 2014; Coelho do Vale and Verga-Matos
2015; Hoch and Banerji 1993; Olbrich et al. 2016). Hoch and Banerji
(1993) have shown that companies that are more experienced in product
innovation tend to have a greater capacity to develop novel and complex
products than those that are less experienced (Alegre et al. 2005).
Manufacturers are generally considered to be more experienced than
retailers in this area. In addition, it is noted that private label develop-
ment is not backed by enough research and development money to gen-
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erate breakthrough new products (Conn 2005). According to Conn
(2005), “Some experts believe that the national brands and category lead-
ers are setting the bar for innovation because they have the resources and
ability to develop, test, sample, advertise, merchandise, and market inno-
vative products” (p. 57).

With regard to these two points of view, this author takes a cautious
view to suggest that the issue of whether it is the manufacturer brand or
it is now the private label that is at the forefront in this respect, and why,
depends on the research environment. Private label development is at dif-
ferent stages in different parts of the world, and its situation is economy
and industry specific. The situation for the UK FMCG/supermarket
industry is not expected to be the same as that of, say, Australia or New
Zealand. Therefore, individual, in-depth assessments focused on the spe-
cific environments in question would yield much more reliable and accu-
rate pictures than mere generalisations of manufacturer brands and
private label that may not apply in a standard fashion across all FMCG
industries. Besides, it has already been noted in the key aspects of the
literature in the previous chapter that most research has been carried out
focusing on the UK, European and US research environments. It would
be insightful to establish what the other relatively neglected research
environments with regard to manufacturer brands and private label in
the developed world, such as New Zealand (from an academic rather
than commercial perspective), have to offer in advancing the academic
literature.

Incentives, Nature and Progress of Innovation

In the literature, it is recognised that the nature of innovation undertaken
in FMCG product categories is more incremental (i.e. continuous) and
less radical. Rudder (2003) examined food manufacturers’ product inno-
vations and identified a pattern of greater reliance on product adjust-
ments as compared to new-to-the-world products. In addition, the
innovative practice has been that manufacturers go in first with their
brand innovations and private label brands follow. According to Duke
(1998), collaboration between manufacturers and supermarket retailers



58 R. Chimhundu

in the area of new product development holds a lot of promise only in
theory, with manufacturers having to contribute research, development
and manufacturing expertise and retailers contributing intimate con-
sumer knowledge from scanning data and loyalty schemes. This combi-
nation, ideally, should enable highly effective new product development.
Ironically, manufacturers claim that retailers have taken “a parasitic
approach to new product development, allowing manufacturers to take
all the costs and risk of NPD, and then creating similar own-label equiva-
lents of successful innovations” (p. 98). Other authors have concurred on
the issue (Collins-Dodd and Zaichkowsky 1999; Harvey 2000; Ogbonna
and Wilkinson 1998).

Furthermore, a survey of 100 UK brand managers found that 51%
had their brands copied in one way or another by supermarkets, and 82%
of them lost sales to imitators. This is seen as a potential disincentive for
innovation. The imitative behaviour could be seen as exploitation of
manufacturer innovative capacity by retailers, and could be testament to
the fact that manufacturer brands have a combined superior capacity to
innovate as compared to private label. The impact of such behaviour on

the industry has been highlighted by Ogbonna and Wilkinson (1998):

The main problem with own label brands identified by the manufacturers
was the increasing pace at which retailers could design products identical
to those of manufacturers. This, they claimed, was detrimental to the whole
industry in the sense that it could reduce innovation. (p. 83)

Nevertheless, it would not be reasonable to assume that manufacturer
brand innovative activities would stop because of private label imitation,
since such innovations help manufacturer brands to successfully compete
against each other as well. It is highly likely anyway that the more innova-
tive manufacturer brands will still stand to benefit for as long as retailers
derive benefits from them in turn, in which case the retailers would con-
tinue to need and accommodate them. One would further reason that
manufacturer brands that are more innovative and supportive (marketing-
wise) within the categories are viewed more positively by grocery retailers
than those that are not, because the grocery retailers benefit more from
them. Grocery retailers would therefore take this issue into account in
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working out how the private label and the manufacturer brand should
coexist in the categories. It is an aspect of strategic dependency that will
be investigated in this book through examining further literature from a
different angle and charting an appropriate research direction.

With respect to innovation in grocery product categories, the con-
sumer packaged-goods literature has largely portrayed manufacturer
brand innovation in relation to private label as a competitive tool that is
employed against private label, in addition to competing with other man-
ufacturer brands. Verhoef et al. (2000) noted that superior brand innova-
tion is a successful strategy in competing with private label, while Kumar
and Steenkamp (2007b: 51) established from their study of “scores of
categories in over 20 countries across the world, [that] private label suc-
cess is 56 percent higher in categories with low innovation compared to
categories with high innovation”. Other research has similarly found that
private label brands are more successful in categories experiencing low
innovation by manufacturers (Coriolis Research 2002), and that FMCG
manufacturers have managed to grab share in traditional strongholds of
private label through innovation (Information Resources Inc. 2005). The
literature therefore largely suggests that manufacturer brand innovation
does have a negative impact on private label in FMCG categories. The
alternative view, of manufacturer brand innovation having a positive
impact on private label, has not been investigated in depth. The inherent
interdependence between manufacturer brands and private label in the
category management set-up justifies a case for investigating manufac-
turer brand innovation as an enhancer of private label in the categories.
One may reason that if a positive impact exists, then it would most likely
be factored by the powerful retail chains into policies and strategies that
govern the nature of coexistence between their own brands and manufac-
turer brands in FMCG/supermarket categories. How important manu-
facturer brand innovation is in this regard, therefore, is a question that
can be answered fully through further investigation; a research direction
that, inter alia, forms part of this book.

It is beyond the scope of this book to directly deal with innovations
involving retail operations. It is recognised, however, that retailers have
done a lot in this area. For instance, Harvey (2000) looked at innovation
and competition in the UK supermarket industry and identified as a big
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innovation on the retail side the replacement of wholesale markets with
distribution centres. Similarly, Merrilees and Miller (2001a) studied the
Australian supermarket industry and identified a series of radical innova-
tions that have shaped the industry. More innovative supermarkets were
found to enjoy greater competitive advantage. In addition, a study of
retail pharmacies (Merrilees and Miller 2001b) identified key success fac-
tors for radical service innovation. Furthermore, there is also the whole
host of technologies such as retailer scanner technology that the retailers
themselves champion and finance.

Category Marketing Support

The term category marketing support (or simply category support) is
used in this study to refer to any marketing activities, other than product
innovation and its commercialisation, that help to develop and grow the
FMCG/supermarket categories. Such marketing activities would include
advertising (which is the major activity), sales promotion, merchandising
support, monies/revenues paid to the retailers by suppliers, market
research, branding/brand development and brand management. Since
such activities largely occur around brands, category support is therefore
largely achieved indirectly through brand support.

It is also noted that there are areas of overlap between product innova-
tion and category marketing support. For instance, it has been observed
that innovations involve commercialisation (Brassington and Pettitt
1997), and the commercialisation of innovations naturally involves mar-
keting activities. For convenience, product innovation and category sup-
port are taken as two separate bins in the conceptual framework guiding
this study, but where applicable, joint reference will be made to the two.

As FMCG product innovation and marketing go together, the research
direction derived from the literature on innovation is extended to cate-
gory marketing support as well. The line of enquiry on this topic will be
how important category marketing support is in influencing policies that
govern the coexistence between private label and manufacturer brands in
the categories. Similarly, despite the fact that manufacturer brands sup-
port activities make them competitive against other manufacturer brands
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and against private label, the positive impacts of manufacturer brand cat-
egory support on private label will be scrutinised. If there is a positive
effect, one might argue that it would most likely be considered by the
grocery retail chains in the determination of policies that govern the
nature of coexistence between manufacturer brands and private label in
the categories. How important manufacturer brand category support is is
therefore a question that will be answered through investigation.

Also, since there is a synergistic relationship between innovation and
strong branding (Merrilees 2003), frequent reference will be made to
“product innovation and category support”. The support for this approach
is based on Merrilees’ (2003) study that drew on various literatures in
conducting an analysis of the strong brand and innovation paradox; a
paradox that is based on the belief that pursuing a strong brand inhibits
innovation. The analysis concluded that both strong branding and inno-
vation should be jointly and simultaneously managed as there is a syner-
gistic relationship between them. Low levels of innovation would tend to
erode the power of the brand. Therefore, where performance on innova-
tion is concerned, branding still has a part to play.

Consumer Choice

Issues related to consumer choice are considered here to be relevant to the
coexistence of manufacturer brands and private label in FMCG/super-
market product categories, as the reviewed definition of category
management conducted earlier has consumer focus as a key element. In
addition, it is common knowledge that the consumer is the ultimate cus-
tomer for both types of brands. Consumer choice issues can be looked at
from the points of view of the consumer having the power to choose from
competing brands, and/or the consumer needing choice in the form of
selection.

The three key participants in supermarket product categories are retail-
ers, manufacturers and consumers. Grocery retailers control the point of
sale for both manufacturer brands and private label as the two types of
brands are sold through retail stores. It has been suggested that there is a
need to genuinely focus on the consumer because s/he “drives what hap-
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pens in the category” (ACNielsen et al. 2006: 18). Consumers have the
freedom to choose (Kaswengi and Diallo 2015; Nelson 2002; Olbrich
etal. 2016); therefore, in the category set-up consumers do wield consid-
erable power—the power of choice. In supermarket categories, consum-
ers can choose from a range of manufacturer brands and products, and
private label brands and products. Kumar and Steenkamp (2007a) have
shown that consumers in any grocery category can be divided into groups
such as brand buyers, private label buyers, random buyers and so on, with
varying degrees of group switching depending on circumstances.
Consumers’ expectations and actions have a role in determining the suc-
cess of private label alongside the expectations and actions of retailers and
manufacturers (Hoch and Banerji 1993). Consumer choice therefore has
a part to play in the dynamics between manufacturer brands and private
label.

In addition, in today’s environment, “more open and competitive mar-
kets, greater fragmentation and individualisation, and increased spending
power have vastly increased the range of choices available to people”
(Nelson 2002: 185). Fragmentation of consumer choice has meant that
consumers want offers that are largely formulated for them individually
(Hyman 2002). In order to offer such edited choice, there has been a
move away from the old sea of merchandise approach in the store. The
offering of edited choice helps retailers to develop brand loyalty and
enables the effective execution of point-of-purchase display (Kessler
2004).

The desire to address consumer choice is further illustrated in the
mechanics of category management. Sales and demographic data are con-
tinuously evaluated in order to determine purchasing patterns involving
who buys what in a particular category, where, how often, and how they
spend. Such data are used in combination with market research that
reveals consumer insights (i.e. attitudes, characteristics and shopping
behaviour), enabling the development of customised strategies for indi-
vidual categories in specific supermarkets (ACNielsen et al. 2006; Nielsen
1992). This way, the requirements of consumers are addressed.

A further dimension to consumer choice involves how consumers cope
with choice management among the competing offerings. Research con-
ducted by Nelson (2002) found that the trusted brand plays an impor-
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tant role, but the price factor is also used by many consumers. Moderating
factors can even come into play; for instance, interventions from pressure
groups, academia and the media can influence consumption patterns
(Nelson 2002). And as far as trust of the brand is concerned, it is impor-
tant to note that this is more pronounced in non-commoditised catego-
ries than in commoditised categories.

In a situation where it would just be a matter of brands competing on
the shelves, the issue of consumer choice would be pretty straightfor-
ward. The following issues can be said to have complicated the subject of
consumer choice. Firstly, in the category management set-up, private
label has been dubbed a sacred cow by some; the reason being that it is
considered to be protected by retailers in the category management pro-
cess (Major and McTaggart 2005), thus retailers have their own strategic
objectives in this area and can be said to be employing specific strategic
management regimes as they see fit. Secondly, CCs (usually dominant
suppliers), who are appointed by retailers to take care of some categories,
have been accused of engaging in activities that restrict competition,
hence limiting variety and consumer choice (Desrochers et al. 2003).
Thirdly, research by Ogbonna and Wilkinson (1998) found no evidence
that manufacturers and retailers were strictly observing the maintenance
of competition and consumer choice: “there was no evidence from our
own research to suggest that they were pursuing anything other than
their own perceived rational interests” (p. 84). However, the environment
of this study was the UK, so it would not be appropriate to generalise to
all other markets.

Despite these factors, it can be assumed that within supermarket prod-
uct categories, there is a level to which manufacturers and retailers observe
consumer choice issues. There may, though, be strategic objectives that
render consumer choice issues secondary. But at the same time, retailers
may not be able to afford to have overambitious objectives for their pri-
vate label brands at the expense of manufacturer brands if that would
compromise retailer performance. Ailawadi (2001) has stressed the need
to have both manufacturer brands and private label in product categories
for more positive business results. In the changing grocery retail land-
scape where retailers are becoming increasingly powerful due to retail
consolidation and concentration, among other factors, an examination of
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the role still played by consumer choice in the coexistence of manufac-
turer brands and private label in FMCG product categories is necessary.
It is also important to establish whether other strategic interests are inter-
fering with consumer choice.

Power and the FMCG Industry
An Overview

Power in this context refers to the influence or control that a group, organ-
isation or individual exerts upon the decisions, attitudes and behaviours of
other groups, organisations or individuals (Hunt and Nevin 1974). Yet it is
not necessary to limit the definition of power to groups, organisations and
individuals only. Any phenomenon that has an influence on another phe-
nomenon can be said to have a measure of power over it. Since the late
1950s, a number of writers have contributed to the literature on power
from different perspectives, including (in order of date) French and Raven
(1959), Emerson (1962), Hickson et al. (1971), Hunt and Nevin (1974),
Patchen (1974), Pfeffer (1981), Naumann and Reck (1982), Sibley and
Michie (1982), Mintzberg (1983), Gaski (1984), Diamantopoulos (1987),
Toffler (1990), Biong (1993), Handy (1995), Dapiran and Hogarth-Scott
(2003) and Hunt (2015). It should be noted that this list is not meant to
be exhaustive in any way, and that it is only the key contributions judged
to be more relevant to this book on the coexistence of manufacturer brands
and private label in FMCG product categories that will be given closer
attention. However, it is important to mention that, from the viewpoint of
typologies of power, French and Raven’s (1959) typology has achieved
more prominence in the literature, and has been the most widely used,
probably because it is more appealing.

Bases/Sources of Power

To many observers, power is the same as coercion, force or oppression,
but such negative approaches to power are just one aspect of it (Duke
1998). Power can be conceptualised in terms of its sources, also known as
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bases of power. French and Raven (1959) identified five sources of power:
coercive power, reward power, legitimate power, referent power and
expert power. Initially, the theoretical development of these power bases
was set in the context of interpersonal relations, but the bases have now
achieved wide recognition in other contexts, such as interorganisational
contexts, particularly in the analysis of marketing channels (Kasulis and
Spekman 1980).

Reward power is based on the ability to mediate rewards or to remove
any negative outcomes. The strength of reward power is related to the
magnitude of the rewards that can be mediated or the magnitude of the
negative outcomes that can be decreased. Coercive power is a type of
power that is based on the ability to punish the other member for not
complying. There is a similarity between coercive and reward power.
Withholding rewards, for instance, could be seen as a form of punish-
ment. Legitimate power is based on the belief that one party has the right
to prescribe behaviour. Sources of legitimate power include cultural val-
ues, acceptance of social structure and designation by a legitimising agent
(French and Raven 1959). Legitimate power can also be perceived from
the point of view of traditional and legal legitimacy as power sources
(Diamantopoulos 1987). Referent power has its basis in one party’s desire
to identify with the other (French and Raven 1959). The party that
desires to associate with the other party therefore automatically puts the
latter in a position of power. The desire can manifest itself in a demon-
stration of desirable behaviour to identify with, or from similarities in the
characteristics of the two parties, or from the fact that the two have been
closely associated over time (Heskett 1972). Expert power is based on the
belief by one party that the other party has special knowledge or expertise
in a given area (Cartwright 1965). It is recognised that one problem asso-
ciated with expert power is that of its durability. The power of the expert
can be reduced drastically if, once given, it provides the receiving party
with the ability to operate without assistance (Stern and El-Ansary 1977).

The total power of a firm is a combination of several power bases.
Positive and negative synergistic effects can result from the combination
of these power bases (Stern and El-Ansary 1977); therefore, there are
interlinkages among the various bases of power. Some researchers (e.g.
Diamantopoulos 1987) have found it necessary to dichotomise the five
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power bases into coercive and non-coercive power, for the reason that it
can be difficult to operationalise the various non-coercive power bases
(i.e. expert, referent, legitimate and reward). It has also been found that
the use of non-coercive power results in greater levels of satisfaction (on
the part of the organisations receiving the influence) than the use of coer-
cive power (Hunt and Nevin 1974; Wilkinson 1979).

The five bases of power are applicable to FMCG product category rela-
tionships relating to manufacturer brands and private label. By virtue of
the radical shift in the balance of power from FMCG manufacturers to
FMCG retailers (i.e. grocery retailers), especially in environments charac-
terised by very high retail consolidation and concentration, the retailers
have the capacity to employ coercive power to achieve certain outcomes
if they wish. Therefore, it would be a reasonable assumption to make
under these circumstances that grocery retailers would be more inclined
to employ coercive power if there are benefits to be derived. Coercive
power can come in the form of threats to delist brands or products from
the category, or even actual deletion itself. Reward power could come in
the form of allowing more shelf space or better shelf positions to certain
manufacturer brands for compliance or in the form of appointing certain
manufacturers to category captainship. Legitimate power would be at
play if, for instance, there was an acceptance on the part of manufacturers
that, since retailers own the supermarkets, they have the legitimate right
to set the rules of operation and the rules of coexistence between manu-
facturer brands and private label. Referent power, on the other hand,
would be at play if, say, a retailer wanted to create customer pull into the
store using leading manufacturer brands, and also if benefits were to be
derived from displaying their own private label brands next to such man-
ufacturer brands. Expert power would be at play if, for instance, manu-
facturer brands were seen as superior to private label brands on innovation
and brand/category support and if such factors were critical for category
development and had an effect on consumer choice.

It is important to closely examine how sound French and Raven’s
(1959) classification is before employing it, to ensure that any possible
gaps that might arise in the analysis of power issues relating to manufac-
turer brands and private label are closed beforehand. On this topic, one
of the later classifications (Mintzberg 1983) is made use of for compari-
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son purposes. Mintzberg (1983) identified resources, technical skill,
knowledge, formal power and access to others as sources of power. Yet
technical skill and knowledge mean the same thing as French and Raven’s
expert power, while formal power can easily be equated to their descrip-
tion of legitimate power. Access issues can be linked to French and Raven’s
legitimate and/or reward power, and resources can easily be linked to
their expert power (i.e. from the viewpoint of expert resources) and
reward power (from the viewpoint of having the resources to reward).
However, as far as the construct “resources” is concerned, there is still a
gap in French and Raven’s typology in the sense that physical resources
such as machines, equipment, facilities and related resources do not quite
fit into this typology and such resources have relevance for this book.
Therefore, although French and Raven’s (1959) classification is to a large
extent water-tight, it can still be complemented by making reference to
Mintzberg’s (1983) “resources” as a power base, where it is deemed that
there is a need to be more inclusive in theoretically describing the bases
of power at play in this book. In addition, suggestions by Raven (1993)
that information power should be taken as a sixth source have been chal-
lenged by other researchers (e.g. Dapiran and Hogarth-Scott 2003), who
perceive it as being an aspect of expert power; a view that this author
shares. In connection with this, with respect to activities such as brand/
product innovation and category support, and issues such as consumer
choice that have been discussed already in relation to the grocery retail
categories, aspects related to the bases of power are deemed to be relevant
in assessing such activities and their impact in shaping the coexistence of
manufacturer brands and private label in FMCG/supermarket product
categories.

Power-Dependence Relationship

The concept of dependence is central to most discussions of power
(Diamantopoulos 1987). Relationships between parties usually imply
mutual dependence between them, and power resides implicitly in one
party’s dependence on the other. Dependency theory argues that the
power to influence or control rests in the extent to which one party
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depends on the other for the things that they value (Emerson 1962;
Hickson et al. 1971; Pfeffer 1981). That dependence can manifest itself
in economic, social or other ways. A balanced power relationship is a situ-
ation in which both parties have equal amounts of power (Hamlin and
Chimhundu 2007; Wilkinson 1973). An asymmetrical power relation-
ship exists where there is disparity in power between two or more parties
(Diamantopoulos 1987). The party over which the power is held can also
have countervailing power, and this is the ability to counter or neutralise
the power of the other party (Hunt and Nevin 1974). The concept of
countervailing power has been used by Howe (1990) to characterise the
relationship between retailers and manufacturers in the UK grocery
industry, and this may well apply to manufacturer—retailer relationships
in other parts of the world.

Important to note also, according to Ogbonna and Wilkinson (1998),
is the fact that relationships such as manufacturer—retailer relationships do
not exist in a vacuum, but in a wider political and social context that regu-
lates those relationships. There may be a need to observe fair trading con-
ventions or to respect consumer sovereignty. The power of an organisation
therefore is not necessarily only a function of the economic structure.
Similarly, this research suggests that industry contexts would also be rele-
vant. For instance, relationships set in low retail consolidation and concen-
tration environments would be expected to be different from relationships
set in high retail consolidation and concentration environments.

The earlier discussion on category relationships between manufactur-
ers and retailers looked at a situation where either party brings something
that is valued by the other party to the table. Therefore, despite the fact
that it is widely recognised in the literature that power in the FMCG sec-
tor has largely shifted from manufacturers to retailers because of retail
consolidation, retail concentration, the growth of retailer brands and the
increased utilisation of information and technology by retailers (e.g.
Berthon et al. 1997; Hogarth-Scott 1999; Nielsen 1992; Panigyrakis and
Veloutsou 2000), power—dependence relationships still have a role to
play on both sides. In FMCG product categories, “manufacturers have
critical mass and specialisation, superior brand quality, variety, image and
choice in many markets. They gain power from advertising and product
innovation investments in brand equity” (Hogarth-Scott 1999: 670).
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Retailers therefore depend on manufacturers in some ways; for
instance, they rely on manufacturers bringing about and promoting
superior offerings that attract consumers to the categories. There are
aspects of strategic dependency in the categories.

Dependency within the categories can also be conceptualised from the
viewpoint of types of interdependence. Thompson (1967) identified
pooled, sequential and reciprocal interdependence as three forms of
interdependence. Although these were conceptualised as types of internal
interdependence, they can be easily applied to manufacturer—retailer cat-
egory relationships, and specifically to manufacturer brands and private
label. Pooled interdependence is a situation in which each unit “renders a
discrete contribution to the whole and each is supported by the whole”
(Thompson 1967: 54). If each party does not perform adequately, the
whole organisation’s performance is negatively affected. Sequential inter-
dependence takes a serial form; the output of one unit acts as the input
of another. There is direct interdependence between the units, but the
interdependence is not symmetrical. Reciprocal interdependence involves
give and take; it is a two-way relationship where the output of one unit is
the input of the other, and vice versa. It is important to note that an
organisation that has reciprocal interdependence automatically has
sequential and pooled interdependence. An organisation that has sequen-
tial interdependence also has pooled interdependence. However, having
pooled interdependence does not necessarily mean that the other two
types of interdependence are present (Thompson 1967). With respect to
grocery retail categories, it would be reasonable to say that if there is an
element of category participants bringing something to the categories
that other participants in turn would draw from, then there is an element
of pooled interdependence.

Power and Cooperation

Retailers hold the balance of power in FMCG manufacturer—retailer rela-
tionships. Power has often been associated with the negative use of it by
the party holding the balance of power. Punishment and conflict have
often been interpreted as being synonymous with power. In the litera-
ture, employment of the concepts of power, dependence and cooperation
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has ranged from the use of it in the negative sense (largely coercive) to its
employment in a more positive way that promotes cooperation. Dapiran
and Hogarth-Scott (2003) emphasised that cooperation is achieved
through the use of referent and expert power. The use of non-coercive
power results in the strengthening of exchange relationships and increases
trust (Hunt and Nevin 1974). The use of coercive power weakens rela-
tionships, reduces trust and tends to invite retaliation (Raven and
Kruglaski 1970). Power should therefore not be perceived as something
that is strictly contrary to cooperation, as such an understanding of power
is considered to be rather narrow. The concepts of power and cooperation
should not necessarily be seen as opposite concepts (Dapiran and
Hogarth-Scott 2003). This book therefore takes note of the misinter-
preted relationship between power and cooperation.

Balance of Power in the FMCG Industry

Retailers and manufacturers are key participants in the FMCG industry.
Traditionally, successful FMCG manufacturers have wielded power over
retailers, in many instances dictating marketing terms for their brands. In
the 1960s and 1970s, manufacturers had a considerable influence on
retailers’ decisions relating to the stocking, displaying and pricing of
manufacturer brands (Weitz and Wang 2004), but that is now changing
in countries like New Zealand, Australia, the UK and the USA.

The changing FMCG landscape has witnessed a rise in the power of
the trade. Since the 1980s, there has been a shift in power from manufac-
turers to the large grocery retail chains that now dominate the trade
(ACNielsen et al. 2006; Berthon et al. 1997; Hogarth-Scott 1999;
Hollingsworth 2004; Hovhannisyan and Bozic 2016; Kumar and
Steenkamp 2007a, b; Panigyrakis and Veloutsou 2000; Stankovi¢ and
Koncar 2014; Sutton-Brady et al. 2015; Weitz and Wang 2004). Grocery
retail chains no longer simply take instructions from manufacturers; they
have become more actively involved in marketing (Kessler 2004). The
rise in the power of supermarket retailers has been attributed to the com-
bined effect of several factors: retail consolidation and concentration and
the resultant sheer size/scale of retailers, the growth of private label, the
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increased utilisation of information and communication technology by
retailers, and retailer approach to marketing (Berthon et al. 1997;
Hogarth-Scott 1999; Hollingsworth 2004; Panigyrakis and Veloutsou
2000; Weitz and Wang 2004). Also, power retailers have largely become
gatekeepers of the supermarket shelves (ACNielsen et al. 2006). From a
retail concentration point of view, in a country such as New Zealand for
instance, it would be disastrous for a brand to be delisted by either of the
two major grocery retail players which in combination command a 98%
or so share of the supermarket industry. In such an environment, it is to
be expected that coercive power would be the dominant source of power
in grocery retail and FMCG manufacturer relationships if the retail
chains benefit in the process.

A look at some empirical studies in the literature that were based on
the work of French and Raven (1959) uncovers research that challenges
the assumption that buyer—seller relationships are dominated by negative
power sources (e.g. Biong 1993; Naumann and Reck 1982; Patchen
1974; Sibley and Michie 1982). In terms of geographical environment,
however, most of these studies were carried out in the USA, an environ-
ment with a comparatively low retail concentration level, and the studies
were not really directly focused on the relationships as they relate to man-
ufacturer brands and private label. A much later study by Dapiran and
Hogarth-Scott (2003) conducted interviews in the UK and Australian
FMCG industries, and based on analysis of the interviews, suggested
among other things that, where there is high retail concentration and low
grocery retailer dependence on the supplier, retailers are more likely to
employ coercive power. In addition, it is noted that

suppliers are still very much aware of the reward/coercive power resources
of the retailers. And it is also obvious that the retailers are conscious of
these power bases that could be used in the event that the suppliers decide
not to cooperate. (p. 265)

While power has been used in studies of manufacturer and retailer
relationships, the theory has not been employed to specifically focus on
the coexistence of manufacturer brands and private label, especially in a

changing and radically altered FMCG landscape characterised by high
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retail consolidation and concentration, as well as direct competition
between manufacturer brands and private label, and where private label
is still in a state of development and the respective powerful retail chains
are emphasising private label development. Such is the environment as it
relates to New Zealand, which has a much higher retail consolidation and
concentration level than the UK and Australia; and one wonders whether
in this set-up, the dominant sources of power are coercive or non-coercive,
and why? It is therefore envisaged that there is a power—dependence rela-
tionship involving manufacturer brands and private label whose nature
still has to be better understood through empirical research.

Chapter Recap

This chapter has covered product innovation, category marketing sup-
port and consumer choice, as well as power and the FMCG industry. The
next chapter explores private label and manufacturer brand coexistence in
the product categories.
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Private Label and Manufacturer
Brand Coexistence

Overview

This chapter examines specific issues on the coexistence of private label and
manufacturer brands, and focuses on private label portfolio and private
label share in relation to manufacturer brands. Topics under consideration
include retail concentration and its impact on private label performance,
the strategic dependency between private label and manufacturer brands,
and the relevance of power to the coexistence of the two types of brands.
Specifically, the chapter addresses product categories and brands, private
label portfolio, the balancing of private label and manufacturer brands,
private label share in environments of high retail concentration, and pri-
vate label/manufacturer brand category share and equilibrium.

Product Categories and Brands

Product categories are the building blocks of the supermarket store
(ACNielsen et al. 2006), and the categories are made up of brands.
Product categories are important from a category management
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perspective, but since the categories are actually driven by brands it is
reasonable to assume that the management of these brands is a key factor
within product categories. In any category, there would usually be quite
a number of competing brands from brand manufacturers, and there
would be brands from the store side as well. In terms of supermarket
product categories, this means the two types of brands (manufacturer
brands and private label), would be featuring.

Manufacturer Brands and Private Label

Brands that belong to manufacturers have been referred to using alterna-
tive terms such as manufacturer brands and national brands. In the litera-
ture, these terms are used interchangeably. This book makes use of the
term “manufacturer brand” as employed by Brassington and Pettitt
(1997) and Klaus et al. (2006). As an operational definition for this book,
manufacturer brands are products that are owned and branded by manu-
facturers. Brands belonging to retailers have also been made reference to
using alternative terms such as retailer own brands, retailer brands, own
brands, store brands, house brands, supermarket own brands, private
label, private labels, private label brands, private brands, own-label prod-
ucts, retail brands and distributor brands. These terms are largely used
interchangeably in the literature. The term “private label” has achieved
wide usage. It is, however, noted by some scholars (e.g. Burt and Davis
1999; de Chernatony 1989) that the actual term “label” is associated
with a constrained marketing role, which has its emphasis on the packag-
ing aspect (Veloutsou et al. 2004). According to Fernie and Pierrel (1996),
“The degree to which a retailer becomes involved in true branding
whereby it challenges the leading manufacturer in product positioning
would make a distinction between labelling and branding” (Fernie and
Pierrel 1996: 48). Some authors have therefore made use of the terms
“retailer brand” or “retailer own brand”, such as Ailawadi and Keller
(2004), Brassington and Pettitt (1997), Burt (2000) and Klaus et al.
(2000). In a number of developed economies, private label has graduated
from being a basic cheap-quality product that was only positioned at low
prices to something much more than that in terms of branding. The
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operational definition used in this book, adapted from Schutte (1969), is
that private labels are products that are owned and branded by retailers;
the term “private label” has been chosen as this term is most commonly
used in most markets.

Hierarchy of Participating Brands in the Categories

On the manufacturer brand side, participating brands and firms can be
conceptualised in terms of Kotler’s (2000) hypothetical market structure,
which has four classifications: market leader, market challenger, market
follower and market nicher. Although this typology is generally taken to
refer to participating firms in a market, it has also been taken to classify
participating brands in a category. The market-leading brand is the one
with the highest share in the category and would normally be at the fore-
front of distribution coverage, new product introductions, promotional
intensity and price changes. In a hypothetical category of four brands
ranging from the largest to the smallest, the second brand would be the
challenger, the third would be the follower, and the fourth, the nicher. In
reality, though, there are many brands participating in the categories such
that it is not uncommon to have a variety of brands in each of these four
classifications. Some authors have preferred to use terms such as “market
leader [...] number two and three branded suppliers and the smaller
niche players” (Dewsnap and Jobber 1999: 388), while others describe
the structure as consisting of the market leader, secondary suppliers and
small brand suppliers (Hogarth-Scott 1999). These authors are neverthe-
less in agreement on the general hierarchy of participating brands in a
category. In this book, Kotler’s (2000) typology is used to describe cate-
gory participants where applicable. It is also important to note that the
private label (just like the manufacturer brand) can actually assume any
one of these classifications in the category hierarchy depending on its size
and activities. Furthermore, manufacturer brands that participate in the
categories can, from a quality perspective, fall into three broad segments:
premium, standard (middle level) and economy brands, largely differen-
tiated as quality/price segments, and of course branding aspects have
something to do with these segments as well. Private label falls into
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quality/price tiers and the composition of the tiers offered by the private
label in a category constitutes the private label portfolio.

Private Label Portfolio

A private label portfolio is part and parcel of retailer brand strategy, and
the portfolio of a retail chain can consist of the full spectrum of three
quality—price tiers: Tier 1, economy; Tier 2, standard (or medium); and
Tier 3, premium. The portfolio can be described from the viewpoint of
generations (Anselmsson and Johansson 2009). A four-generation classi-
fication (Laaksonen 1994; Laaksonen and Reynolds 1994) was developed
to conceptualise private label development. The classification looks at
private label from an evolution perspective, grouping them into first, sec-
ond, third and fourth generations.

From the point of view of the private label quality spectrum, first-
generation private labels are generic, have no name, use simple technol-
ogy and are of lower quality and image than leading manufacturer brands.
Second-generation private labels are of medium quality but are seen as
lower than leading manufacturer brands, and lag behind market leaders
on technology. Third-generation private labels are of a quality that is
comparable to leading manufacturer brands and are close to the leading
brands on technology. Fourth-generation private labels are of similar or
better quality than leading manufacturer brands. They are innovative and
different from the top manufacturer brands, and are also strong on the
technology dimension.

The four-generation classification can be matched with the three-tier
private label portfolio. In the context of the three quality—price tiers
that are commonly used with respect to private label (e.g. Coriolis
Research 2002), Tier 1 would be first- and second-generation brands;
Tier 2, third-generation brands; and Tier 3, fourth-generation brands.
The top/premium private labels are therefore classified as Tier 3/fourth
generation. Although the four generations of private label development
are conceptualised in terms of evolution, it should be noted that more
than one generation can actually exist in a category at the same time.
The different generations can be marketed at the same time as a portfo-
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lio. In addition, introduction of the tiers can follow any order. For
instance, it is noted by Fernie and Pierrel (1996) that “in the UK the
second-generation brands were in existence prior to the launch of
generics in the 1970s” (p. 49). A key factor, however, that is relevant to
this book and is worth noting, is the fact that value-added brands in the
fourth generation are more innovative and are modelled along the lines
of premium quality manufacturer brands. The four-generation and
three-tier classifications are appropriate to use in examining private
label programmes in grocery retail categories. Such examination would
include establishing the kind of quality spectrum that is employed in a
particular category, and why.

Furthermore, it is important to note that these quality—price tiers are
not just about the intrinsic quality of the brand, but are also largely to do
with its image, which is achieved through branding, advertising and
related marketing activities. So, other than functional performance, the
emotional aspects also have a huge stake in the quality/price tiers. Two
FMCG brands that have the same intrinsic quality and deliver the same
functional performance may still be perceived differently by consumers,
with one being seen as superior to the other, and it is usually marketing
activities around the brand that can make the difference. Therefore,
brand/category support activities are important in this respect. Logically,
enhancing the functional and emotional aspects associated with any
brand, whether manufacturer brand or private label, calls for resources
(e.g. financial support or R&D facilities) and expertise (knowledge and
skill) on the part of the owners/marketers of the brand. With respect to
manufacturer brands and private label, whoever has got the resources and
expertise is expected to do a good job in this area.

Additionally, one may further reason that, while having the resources
is necessary, that in itself has to be complemented by willingness to put
the resources behind the brands on the part of the brand owners.
According to Howe (1990), in the product categories, manufacturer
brands have developed countervailing power by developing their brand
franchises. It is noted in the literature, on the other hand, that some pri-
vate label brands have also significantly improved their quality and brand
franchise (ACNielsen et al. 2006; Buck 1993; Burt 2000; Coriolis
Research 2002), and “Retailers are producing better private label prod-
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ucts, and thereby, strengthening their bond with the consumer”
(ACNielsen et al. 2006: 337). Nevertheless, some researchers (e.g.
Pauwels and Srinivasan 2004) have argued that private label entry into a
category rarely results in the expansion of the category. Manufacturers
have also claimed that private labels are not capable of growing the mar-
ket but simply steal share away from manufacturer brands. Some studies,
however (e.g. Putsis and Dhar 1996), have demonstrated that private
label is capable of expanding category expenditure. The position this
author takes is that grocery retail chains may choose to improve product
quality and brand franchise or not to, as a result of rational business
judgement on their part. Similarly, they may choose to put more resources
into advertising and promotion or not to. Retailer strategic choice there-
fore determines the resultant private label strategy with reference to
aspects such as quality, brand franchise, brand portfolio and promotional
issues. Therefore, it is envisaged that retailer strategic thinking with
respect to private label is relevant to the study of the coexistence of manu-
facturer brands and private label in FMCG/supermarket categories, as it
has the potential to shape the nature of the coexistence. Establishing such
thinking can be better achieved through discussions with the retailers
themselves.

Originally, private label brands were marketed as economy brands. It
is noted (Kumar and Steenkamp 2007b: 48) that the brands offered
higher margins for retailers and allowed differentiation from other retail-
ers; however, “at a certain level of private label penetration (around 20 per
cent), ‘more became less”. The situation would be different, though, if
additional volumes came from premium lines of private label brands that
would help to increase overall penetration levels (Kumar and Steenkamp
2007b). Research has shown that, contrary to the traditional view, private
label consumers are quality-sensitive. Quality is of equal or even greater
importance than price in influencing private label purchase (Sethuraman
2000), as evidenced by a number of studies (e.g. Dhar and Hoch 1997;
Erdem et al. 2004; Hoch and Banerji 1993; Richardson et al. 1996a, b;
Sethuraman 1992). The quality spectrum of any private label portfolio
therefore has relevance for private label and manufacturer brand share
trends in grocery product categories. Logically, one might reason that a
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fully developed private label portfolio with the full quality spectrum
would put the private label in a better position to pose a greater
competitive threat to the manufacturer brand. Additionally, since private
label portfolio issues would be a strategic decision area for the retailer, it
can be argued that retailer strategic thinking on the participation of the
private label brand in the category has relevance for the way in which
private label and manufacturer brands would be balanced in the
categories.

Balancing Private Label and Manufacturer
Brands in the Product Categories

Key parties to the grocery retail category set-up, that is the grocery retail-
ers, FMCG manufacturers and consumers, are the players whose expecta-
tions, actions and interactions (Hoch and Banerji 1993) contribute to
the determination of the composition of manufacturer brands and pri-
vate label in FMCG/supermarket product categories, and each has some
sort of power in this area. Consumers have the power of choice. They
have the power to decide what to buy and what not to from the compet-
ing offerings. Consumers can also be protected by certain laws and regu-
lations. Manufacturers bring the much-needed manufacturer brands to
the stores and have brand franchise. Retailers own the distribution chan-
nels and also own private label brands that compete with manufacturer
brands in the categories. Retailers have increasing power and dominance
as a result of consolidation and concentration, increased utilisation of
information technology, the growth of private label brands, retailer mar-
keting approach (Hogarth-Scott 1999; Nielsen 1992; Sullivan and
Adcock 2002) and category management operational practices; it can
therefore be argued that, despite the expectations and actions of consum-
ers and manufacturers, retailers have the capacity to significantly influ-
ence the final composition of manufacturer brands and private label in
the categories.

In category rationalisation, for instance, even though the consumer
has the power of choice and consumer data are taken into account,
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grocery retailers tend to have the final say on how many and which
competing brands to stock. Hypothetically, out of, say, six manufac-
turer brands (U, V, W, X, Y and Z) in a category, if the category ratio-
nalisation process reduces the number of manufacturer brands from six
to three and brands W, Y and Z get axed from the category for reasons
such as duplication or conflict between manufacturer and retailer, the
consumer is forced to choose from the remaining brands. The con-
sumer may not necessarily switch to another retailer, and if they do,
the other retailer may be rationalising as well. So, the consumer’s so-
called power of choice can be restricted to a few brands. The consumer
will be “forced” to choose from what is in stock and eventually come
to accept it. Again, from a category management perspective, although
there may be systematic mechanics that are followed with respect to
stocking, shelf-space and position allocation, category rationalisation,
product deletion and so on, it can be argued that retailer strategic
objectives take precedence over all other determinants, provided that
the powerful retailers will benefit. In addition, grocery retailers are the
legitimate owners of the supermarket shelves and grocery retailing is
their core business; so they are expected to have the final say on cate-
gory matters.

Furthermore, it can be reasoned that in the coexistence of manufac-
turer brands and private label, a retailer strategic objective to raise private
label share to a certain level in a category may mean tilting certain mer-
chandising measures in favour of private label. And the converse can be
true as well; the retailer may want to ensure that the share of their own
private label brand does not go beyond a certain level in a category, for
strategic reasons such as promoting long-term equilibrium points. Such
strategic category management regimes are expected to be driven by the
retailer because the balance of power in the equation is in favour of the
retailer. These aspects, therefore, are worth investigating in depth in this
book. How these two types of brands are balanced, particularly in an
FMCG landscape characterised by high retail consolidation and concen-
tration, is examined. In addition, an investigation of the power bases that
are dominant in this context is a related area that would serve to theoreti-
cally contextualise the discussion.
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Private Label Share in an Environment of High
Retail Concentration

Retail consolidation is measured by use of a concentration ratio which is
the percentage of sales commanded by the largest retail firms in an indus-
try (Defra 2006). Retail consolidation gives more power to grocery retail
chains in relation to manufacturers because of economies of scale and
scope (Cotterill 1997) and related factors such as centralised buying and
distribution. Grocery retail consolidation/concentration has been linked
with pushing private label share to high levels (Burt 2000; Coriolis
Research 2002; Cotterill 1997; Defra 2006; Hollingsworth 2004; Nielsen
2014; Rizkallah and Miller 2015). Theories have been advanced
(Galbraith 1952; Porter 1976) that an increase in the relative power of
grocery retailers in relation to suppliers would cause a rise in the aggre-
gate market share of grocery private label brands. Similarly, theory drawn
from the experiences of a number of countries suggests that retail consoli-
dation is a key driver of private label growth (Coriolis Research 2002). In
addition, ACNielsen (2005) found that, of the top ten most developed
private label countries in the world, nine have high retail concentrations
of above 60%, where retail concentration is measured as the proportion
held by the top five retailers in each country (i.e. the five-firm concentra-
tion ratio). Retail consolidation and concentration are therefore relevant
factors in private label/manufacturer brand dynamics.

Private Label/Manufacturer Brand Category
Share and Equilibrium

Central to the topic of the coexistence of manufacturer brands and pri-
vate label in FMCG/supermarket product categories are aspects related to
private label/manufacturer brand share (and trends), the balancing of the
two types of brands, shelf management, and related competition issues
between the two types of brands. This book seeks to better understand
the hows and whys of strategic issues related to the coexistence of manu-
facturer brands and private label in the product categories.
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Previous research has investigated the topic from a number of perspec-
tives. Most studies have tended to look at the link between private label
share trends and business cycles/economic factors or industry factors (e.g.
Baden-Fuller 1984; Coriolis Research 2002; Hoch and Banerji 1993;
Hoch et al. 2002a, b; Lamey et al. 2005, 2007; Quelch and Harding
1996). Some of the research has investigated the subject from a historical
perspective (e.g. Hernstein and Gamliel 2004; Steiner 2004). Other
works have dwelt on competition issues related to the coexistence of the
two types of brands (e.g. Cotterill et al. 2000; Hultman et al. 2008; Mills
1999; Miranda and Joshi 2003; Verhoef et al. 2002); and some of
the research work has investigated the subject from a merchandising per-
spective (e.g. Gomez and Rubio 2008; Saurez 2005).

Baden-Fuller (1984) found that while industry factors are important
in influencing private label, the strategies of the companies themselves are
actually more important. Hoch and Banerji (1993) observed that private
label share tends to be higher in categories that have higher dollar sales,
higher gross profit margin, fewer manufacturer brands and less manufac-
turer brand advertising spending.

ACNielsen (2005) and Coriolis Research (2002) have demonstrated
that retail consolidation and concentration can lead to greater private
label penetration. Similarly, Lamey et al. (2005, 2007) confirmed the
link between the success of private label and economic expansions and
contractions, and also found that “consumers switch more extensively to
store brands during bad economic times than they switch back to national
brands in a subsequent recovery” (2007, p. 1). These studies show that
private label share trends and the nature of coexistence between manufac-
turer brands and private label (in this situation, measured by share of a
respective category) can be influenced by economic and industry factors,
but as observed by Baden-Fuller (1984), the strategies of the respective
firms themselves are important.

With respect to influence by the strategies of the firms, this author
puts forward the suggestion that these can be looked at from the view-
point of the private label strategies of grocery retail chains and the coun-
terstrategies of manufacturers/suppliers, as well as the strategies of
manufacturers/suppliers and the respective counterstrategies of grocery
retail chains. While traditionally manufacturer brands have tended to
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dominate FMCG categories, the increasing power of grocery retail chains
(owners and managers of private label) and their emphasis on private
label brands and the category management practice make the examina-
tion of retail chain strategies with regard to retailer brands even more
important. Most research, however, has tended to focus on economic and
industry factors at the expense of strategy factors; specifically, grocery
retail chain strategy with respect to how the manufacturer brand and the
private label should coexist, and why, has not really been subjected to
intense investigation.

A study by Hoch et al. (2002a, b) showed the crucial role of strategy
factors in influencing private label, thereby giving support to the sugges-
tion of Baden-Fuller (1984) on the role played by private label strategy.
Hoch et al. (2002a, b) investigated 225 consumer goods categories (con-
sisting of both manufacturer brands and private label) for an eight-year
period from 1987 to 1994 in the USA and found that the private label
brand showed positive market share evolution as compared to the manu-
facturer brand. One explanation was that the private label is the only
brand that controls both its own marketing mix decisions and, to a large
extent, the marketing mix decisions of its competitors (Hoch et al. 2002a,
b). While the study employed robust methodology, a limitation of the
study was that it covered a relatively short period of time: eight years.
This may tend to give the impression that the same trend would hold
outside this eight-year period, which may not be the case.

If the study had looked at more long-term trends, say 15 to 20 years,
the situation may have been different. Market share evolution can inten-
sify; it can stabilise or even decline depending on the environment and
private label strategy. Again, if the trends were analysed by category, dif-
ferent categories would most likely present different situations as indus-
try circumstances and strategic policies may differ depending on the
category. The study also looked at data from one country, and therefore
the results would not necessarily hold across all FMCG industries in dif-
ferent economies.

One might expect that in an environment that was more highly con-
centrated than the USA, where the study was carried out, a more radical
market share evolution would be reflected if retailers were to pursue pri-
vate label strategies that took advantage of their power to influence things
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in their favour. However, if the retailers were not willing or able to take
such advantage, then a different situation would prevail. By extension, a
study that assumed that retailers were willing to fully apply their power
would in all likelihood pursue a line of investigation with an expectation
of increased private label dominance or even overdominance in the coex-
istence of the two types of brands in the categories. At the same time, a
study that did not assume that retailers would be willing to exploit their
power to the full, but would rather treat the other party (e.g. manufac-
turer/supplier) as a business partner who should be looked after, would
fittingly have converse propositions. Research based on the latter expecta-
tions might find a private label strategy that was working towards an
optimum balance between manufacturer brands and its own brands in
the categories. Such a balance would provide equilibrium points (between
manufacturer and private label) that would be perceived to safeguard the
long-term strategic health of the categories.

With regard to research that has investigated the subject from a mer-
chandising perspective, Saurez (2005) showed that there is a positive
direct relationship between private label brand shelf space and market
share. By implication therefore, if retail chains can use their muscle to
tilt merchandising measures in favour of their private label, this would
be expected to act in the retail chains’ favour from a market share per-
spective. Whether they do this or not, and why, is part of the investiga-
tion agenda for this book. In an earlier section of the book, Chap. 3,
consumer choice section, private label has been described as a sacred
cow in the category management set-up (Major and McTaggart 2005),
which means that it can be exempt from the normal category manage-
ment rules and receive favourable treatment if need be. However, stud-
ies have produced conflicting results on this subject. For instance, Bell
and Duder (1998) showed that grocery retailers were not favouring
their private label brands with respect to shelf facings and better posi-
tion on the shelves. Conversely, a much later study by Gomez and
Rubio (2008) found that “on average, manufacturers consider that
retailers are favouring unequal competition terms between manufac-
turer and store brands” (p. 50). Current anecdotal evidence has sup-
ported this latest research result. The conflict in these studies could be
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explained by the fact that, as far back as 1996, the year the data for Bell
and Duder (1998) were collected in New Zealand, grocery retail con-
solidation and concentration in the country had not reached the level it
is at today, and nor had the emphasis on private label development and
category management. Therefore, the current situation may be expected
to be consistent with Gomez and Rubio’s (2008) study, although it was
carried out in a different environment, Spain. Or the explanation may
simply be attributed to differences in private label strategies by the
respective retail chains involved in the different FMCG industries.
Even then, one might still reason that private label brand strategies that
were suitable more than a decade ago may not really be justifiable in the
radically altered FMCG landscape (Kumar and Steenkamp 2007a)
characterised by increased retailer power and direct competition
between private label and manufacturer brands. These issues therefore
justify the investigation of strategic management regimes governing the
coexistence of manufacturer brands and private label in the categories.
Such regimes may not be standard in the industry set-ups of different
economies, and a focused, intensive study of a specific FMCG/super-
market industry would yield valuable insights into the hows and whys
of manufacturer brand/private label coexistence in grocery retail
categories.

With respect to the research stream that has looked into coexistence
from the viewpoint of competition between the two types of brands (e.g.
Cotterill et al. 2000; Hultman et al. 2008; Mills 1999; Miranda and Joshi
2003; Verhoef et al. 2002), some of the main themes that have arisen
include the use of product innovations and advertising/brand building in
the competitive coexistence of manufacturer brands and private label in
the categories. The importance of quality in making the private label
brand more competitive is also emphasised. However, how these activi-
ties influence private label strategic thinking with respect to the coexis-
tence of the two types of brands is an area that needs further
investigation.

A snapshot of some of the relevant academic research (most of which
has already been discussed) on the coexistence of manufacturer brands
and private label is presented in Table 4.1.
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Table 4.1 Key Literature on manufacturer brands and private label

Findings/summary statement
on aspects related to the study

Author(s) Type of study/ on manufacturer and retailer
(year) method Environment brands
Baden-Fuller Quantitative: UK Strategies of retailers
(1984) statistical important in determining
correlation retailer brand share, not just

industry factors. To fully
assess what is likely to
happen in the future,
research needs to understand
the area of “retail strategic
thinking in the area of retail
brands” (p. 525).

Hoch and Quantitative: USA Retailer brands do better in
Banerji regression the larger categories offering
(1993) high margins, or when

competing with fewer
manufacturer brands that
spend less on national
advertising. High retailer
brand quality is of greater
importance than lower price.
Low retailer brand share in a
category “does not imply
that a particular retailer
cannot create a successful
program in that category”

(p. 66).
Mills (1999)  Quantitative: USA The most effective
modelling counterstrategies of

manufacturer brands against
private label brands involve,
among other things, having
“a technological comparative
advantage (widening the
quality gap)” (p. 143).

(continued)




Private Label and Manufacturer Brand Coexistence 93

Table 4.1 (continued)

Findings/summary statement
on aspects related to the study

Author(s) Type of study/ on manufacturer and retailer
(year) method Environment brands
Cotterill Quantitative: USA For either the manufacturer
et al. linear brand or the private label, a
(2000) approximate price increase lowers market
almost ideal share. Research involving
system competitive interaction
between manufacturer
brands and private label
encouraged.
Hoch etal.  Quantitative: USA On average, private label can
(20024, b) regression, grow while manufacturer
non-parametric brand exhibits no growth
tests, because, in addition to the
proportional private label controlling its
draw analysis own marketing spending, it
does exert influence over the
marketplace spending of
manufacturer brand
competitors. Continued
"empirical and theoretical
research into the unique
behaviour of private labels”
(p. 27) encouraged.
Verhoef Quantitative: Netherlands Manufacturer brand
et al. factor analysis, competition with private
(2002) cluster analysis label is less direct and rather

subtler. Focus is on
“increasing the distance from
private labels, thereby using
advertising [for brand
strength] or product
innovations [technological
innovations]” (p.1323),
strategies that are
considered to be effective.
Future research on the
strategy aspects of
manufacturer brands and
private label encouraged.

(continued)
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Table 4.1 (continued)

Author(s)
(year)

Type of study/
method

Environment

Findings/summary statement
on aspects related to the study
on manufacturer and retailer
brands

Miranda and Quantitative:

Joshi (2003)
analysis

procedure

Herstein and Qualitative:

Gamliel historical
(2004)
Steiner Qualitative:
(2004) historical
Saurez Quantitative:
(2005) neural network

analysis

logit log linear

Australia

Mainly North
America
and Europe
(but has a
global
ingredient)

N/A

Spain

Quality of private label
generally more appealing to
the consumer than price. To
be competitive with private
label, investment in private
label programmes
encouraged.

Five eras identified in the
history of private labels.
Private label penetration and
development higher in
Europe and North America
than in the developing
world.

Private label brands of large
grocery retail chains have
unique competitive weapons
that can limit the market
power of powerful
manufacturer brands; these
weapons are not possessed
by rival manufacturer brands.
In some categories,
depending on category
management arrangements,
competition can be replaced
by collusion, engineered by
the CC.

There is a direct relationship

between private label shelf
space and market share.
Moreover,
overmerchandising the
private label brand may
damage overall category
profitability.

(continued)
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Table 4.1 (continued)

Findings/summary statement
on aspects related to the study

Author(s) Type of study/ on manufacturer and retailer

(year) method Environment brands

Sethuraman Review Largely USA  Common management beliefs
(2006) on the best way to market

private label are assessed and
either supported, negated or
refined. Further, “More
research needed [...] on
private-label marketing in
other parts of the world”

(p. 41) than in the

USA. Further research
needed on “the relationship
between channel power and
private label share” (p. 41).

Kumar and  Review USA, UK and Private label brands are no
Steenkamp Europe longer cheap versions of
(20074, b) manufacturer brands.

Innovation on the part of
manufacturer brands is
important in rising to the
private label challenge.

Lamey et al. Quantitative: USA, UK, Private label share is positively
(2007) time series/ Belgium linked to business cycles, that
econometric and is economic expansions and
Germany contractions. However,

“consumers switch more
extensively to store brands
during bad economic times
than they switch back to
national brands in a
subsequent recovery” (p. 1).

Hultman Qualitative: Sweden Private labels have the
et al. multiple case advantage of “overall
(2008) study of four control of the market in
manufacturing which they operate”, and
companies manufacturer brands have

the advantages of “product
development and superior
brand reputation” (p. 125).

(continued)
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Table 4.1 (continued)

Findings/summary statement
on aspects related to the study

Author(s) Type of study/ on manufacturer and retailer

(year) method Environment brands

Gomez and  Quantitative: Spain Manufacturers consider that
Rubio multivariate retailers favour own brands
(2008) analysis through better

merchandising. However,
different groups of
manufacturers have different
perceptions.

Kremer and Qualitative and  France Store brands have a positive
Viot (2012)  quantitative impact on the image of the

retailer.

Leingpibul Quantitative: USA Customer purchase behaviour
et al. structural is influenced by brand
(2013) equation loyalty, which is greater for

modelling private label than for
manufacturer brands.

Sethuraman Meta-analysis USA Study shows that as many as
and Gielens 20 determinants of store
(2014) brand share have empirically

generalisable effects.
Source: Created for this book based on the literature

It should be noted that this table largely focuses on refereed journal
articles, and that it is not meant to be exhaustive. It is rather designed to
be comprehensive enough to incorporate major research and issues that
are relevant to this book. The following points can be deduced from
Table 4.1 with regard to opportunities for further research that would
make a contribution to the literature on the coexistence of manufacturer
brands and private label in the FMCG/supermarket product categories.

Firstly, there is, in combination, a strong collective call for further
research on manufacturer brands and private label as outlined in the
“Findings” column of the table: Sethuraman (2006) has recommended
further research on “the relationship between channel power and private
label share” (p. 41); Baden-Fuller (1984) has called for further research
on “retail strategic thinking in the area of retail brands” (p. 525); Verhoef
et al. (2002) have encouraged more research on the strategy aspects of
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manufacturer brands and private label; Hoch et al. (2002a, b) have
recommended further research on “the unique behaviour of private
labels” (p. 27); Cotterill et al. (2000) have encouraged more research on
the competitive interaction between manufacturer brands and private
label brands; and Herstein and Gamliel (2004) have called for more
research on the meaning and importance of private label from the point
of view of the retailers, manufacturers and consumers. These recom-
mended areas for further research are very much interlinked. For instance,
the powerful retail chains’ strategic thinking with respect to private label
brands in relation to manufacturer brands is likely to influence how they
employ their power in dealing with coexistence issues, such as their
approach to gaining private label share and to merchandising. It could
also influence whether they use their power in a predominantly coercive
or non-coercive way, or a combination of both.

It is this author’s position that the strategic thinking of the retailer
would take precedence over the strategic thinking of the manufacturer on
private label/manufacturer brand coexistence issues because of the bal-
ance of power, which is in favour of the retailer. Such coexistence issues
include, inter alia: strategic objectives regarding the level to which the
private label should grow in the categories in terms of share (in relation
to the manufacturer brand); strategic decisions concerning merchandis-
ing measures between the two types of brands; competitive strategy
aspects of private label in relation to manufacturer brands; how areas of
strategic dependency between the two types of brands are handled and
how much value is attached to such strategic dependency, as well as
whether recognition for such strategic dependency would be factored
into the determination of strategic management regimes governing the
coexistence of the two types of brands in the categories.

Secondly, a glance at the table shows that most of the studies were car-
ried out in the USA, the UK and Europe. Countries such as New Zealand
have not served as research environments for much of the published aca-
demic research in the area. However, private label research experts have
identified the need to take private label research to other environments
than those that are frequently researched: “More research [is] needed [...]
on private-label marketing in other parts of the world” (Sethuraman
2006: 41). Taking the research to countries such as New Zealand and
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Australia, among others, would contribute to the academic literature in a
way that would offer a fresh perspective, as these under-researched envi-
ronments on the subject offer different conditions in comparison to the
USA and Europe. Even by 2017, mainstream research publications on
private label and manufacturer brands were not generally from the “other
parts of the world” referred to.

In New Zealand, it is largely commercial research that has been under-
taken on private label and manufacturer brands. The most notable are
Coriolis Research (2002) and subsequent Coriolis Research reports, as well
as ACNielsen data. These have been cited in earlier discussions in this book.
Such research is extremely useful for business decision making, and it still
contributes to the body of knowledge, however it is not academic research
as such. Some of the research of academic nature (though not published in
academic journals) that has been carried out on manufacturer brands and
private label, such as Bell and Duder’s (1998) study cited earlier, is rather
dated as environmental factors have changed. Furthermore, Keen (2003)
investigated only the dairy sector with respect to private label development,
and the research is rather limited in scope although it identified relevant
issues such as the contributions of manufacturer brands in the areas of
market development and innovation. Additionally, Chimhundu (2004)
and Chimhundu and Hamlin (2007, 2008) incorporated the issue of man-
ufacturer brand and private label into a larger study that was dealing with
brand management. Because of the limitation of treating the subject only
as a minor facet of a study handling a number of issues, the scope of the
research did not allow adequate, in-depth investigation. As a result, the
research can only be credited for raising relevant issues that would need to
be investigated in a larger study dedicated specifically to the coexistence of
manufacturer brands and private label in FMCG/supermarket product cat-
egories. These include, among others, the issue of innovation and brand
development in the coexistence of manufacturer brands and private label
(e.g. Chimhundu 2004; Chimhundu and Hamlin 2007, 2008; Keen
2003). This is in addition to the contradiction in the literature regarding,
on the one hand, an adversarial private label approach to gaining penetra-
tion/share and growth, and on the other, a less aggressive and more accom-
modating stance that seeks to harness manufacturer brands” contributions

(Chimhundu et al. 2011).
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Thirdly, from a methodological perspective, it can be noted from the
table that most of the research has employed the quantitative methodol-
ogy. Qualitative empirical studies that allow in-depth analysis of specific
issues in the coexistence of manufacturer brands and private label have
been scarce. From a category management perspective in this respect,
Lindblom and Olkkonen (2006) have bemoaned the lack of qualitative,
empirical studies. For this reason, this book takes the opportunity to
focus on the hows and whys of manufacturer brand and private label
coexistence.

Research Direction of this Book

The review of the literature in this chapter and in the previous two chap-
ters has discussed a number of aspects related to the coexistence of manu-
facturer brands and private label in grocery retail product categories.
These include the category management set-up itself, product innova-
tion, category support and consumer choice, retail consolidation/con-
centration and the theory of power, as well as specific coexistence issues
related to manufacturer brands and private label. The focus of this book
is on how the two types of brands coexist in a radically shaped FMCG
landscape characterised by high retail consolidation and concentration
and increased retailer power, and why? The study employs a primary
research question that is further decomposed into subsidiary questions
that then serve as a guide in the development of research issues. Therefore,
the primary research question is: How do manufacturer brands and private
label coexist in FMCG/supermarket product categories in a grocery retail
landscape characterised by high retail concentration, and how relevant is
power to this coexistence?

The primary research question is further decomposed into three sub-
sidiary research questions. The literature review has discussed the link
between retail consolidation/concentration, retailer power and private
label penetration/share. It is expected that the higher the concentration
level, the greater the retailer power in relation to manufacturers and the
greater the likelihood of private label category dominance or overdomi-
nance of the FMCG/supermarket categories. It is notable, though, that
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in the categories, manufacturer brands also collectively hold a consider-
able level of countervailing power. It is therefore important to test the
connection between retail concentration and private label share in envi-
ronments with different levels of retail concentration, with the main
focus being on countries with the highest level of retail concentration
such as New Zealand, which is a duopoly. Therefore, the first subsidiary
research question is: Does a grocery retail environment characterised by high
retail concentration lead to an overdominance of private label in relation to
manufacturer brands in FMCG/supermarket product categories?

The literature review has also discussed manufacturer brand and pri-
vate label innovation and category support activities as an area of strategic
dependency between the two types of brands. These aspects are seen as
having the potential to exert an influence on the determination of strate-
gic policies that govern the coexistence of the two types of brands in the
categories. This is a perspective that has not featured much in the main-
stream academic literature. Consumer focus, as emphasised by the cate-
gory management practice, is the factor that is most commonly recognised
as having an influence on such strategic policies related to the composi-
tion of manufacturer brands and private label in the categories. Thus, the
second subsidiary research question is: How important are aspects of strate-
gic dependency between manufacturer brands and private label in determin-
ing the nature of coexistence between the two types of brands in FMCG/
supermarket product categories?

Furthermore, the review of the literature has discussed the theory of
power in relation to the coexistence of manufacturer brands and private
label, and particularly in relation to a grocery retail environment charac-
terised by high retail concentration and a balance of power that is largely
in favour of the retailers. The role played by power here is important to
assess, as are the dominant bases of power, as they are a reflection of
retailer strategic thinking. This area forms the basis for the third subsid-
iary research question, which is: n an FMCG/supermarket landscape char-
acterised by high retail concentration and direct competition between brands
owned and managed by owners of the grocery retail shelves (private label) and
those owned and managed by their suppliers (manufacturer brands), what is
the role of power in the coexistence relationship between the two types of
brands in the product categories?
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These research sub-questions will be further decomposed into specific
research issues in the next chapter. Addressing the research issues and
answering the questions will serve to advance the literature by way of
adding “smaller bricks of new knowledge” (Lindgreen et al. 2001: 513) in
the area of the coexistence of manufacturer brands and private label in
FMCG/supermarket product categories. This would mark an “incremen-
tal step in understanding” (Phillips and Pugh 2000: 64) the coexistence
of manufacturer brands and private label in FMCG/supermarket product
categories in a radically altered (Kumar and Steenkamp 2007a) FMCG
landscape characterised by high retail consolidation/concentration as well
as direct competition between private label and manufacturer brands.

Chapter Recap

This chapter has explored product categories and brands, private label
portfolio, balancing manufacturer brands and private label in the prod-
uct categories, private label share in an environment of high retail con-
solidation/concentration, private label/manufacturer brand category
share and equilibrium, and the research direction for this book. The next
chapter covers key research issues in the marketing of private label and
manufacturer brands.
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Key Research Issues in the Marketing
of Private Label and Manufacturer
Brands

Overview

This chapter summarises the literature reviewed on private label and manu-
facturer brands in food product categories in a highly concentrated grocery
retail landscape. The summary is directly linked to the research issues of this
book. The research issues fall into three major themes, which are: balance
between private label and manufacturer brands in the product categories,
(research issues 1, 2a, 2b and 2¢); innovation, category marketing support
and consumer choice (research issues 3a, 3b, 4a, 4b, 4c and 5); and category
strategic policies on the coexistence of the two types of brands (research
issues 6 and 7). The chapter also recaps the research questions, research
themes, specific research issues and the conceptual framework.

A Recap of the Research Questions

As established in Chap. 4, the primary research question is: How do man-
ufacturer brands and private label coexist in FMCG/supermarket product
categories in a grocery retail landscape characterised by high retail concentra-
tion, and how relevant is power to this coexistence?
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The primary research question has been decomposed into three subsid-
iary research questions, and these are: Does a grocery retail environment
characterised by high retail concentration lead to an overdominance of
private label in relation to manufacturer brands in FMCG/supermarket
product categories? How important are aspects of strategic dependency
between manufacturer brands and private label in determining the nature
of coexistence between the two types of brands in FMCG/supermarket
product categories? And in an FMCG/supermarket landscape character-
ised by high retail concentration and direct competition between brands
owned and managed by owners of the grocery retail shelves and those
owned and managed by their suppliers, what is the role of power in the
coexistence relationship between the two types of brands in the product
categories? A series of specific research issues in the form of smaller sub-
questions is employed to address specific aspects of the above research
questions.

Research Themes and Specific Research Issues

Balance Between Manufacturer Brands and Private
Label FMCG/Supermarket Product Categories

The FMCG/supermarket environment has generally become more con-
solidated and concentrated, but the levels of concentration vary from
economy to economy. Retail consolidation/concentration has been
linked with increased private label share (Burt 2000; Coriolis Research
2002; Cotterill 1997; Defra 2006; Hollingsworth 2004; Nielsen 2014;
Rizkallah and Miller 2015), in which case, highly concentrated grocery
retail environments are expected to have higher private label shares. In
addition, it has been established that FMCG retailers largely hold the
balance of power in relation to FMCG manufacturers (Berthon et al.
1997; Hogarth-Scott 1999; Hollingsworth 2004; Hovhannisyan and
Bozic 2016; Panigyrakis and Veloutsou 2000; Stankovi¢ and Koncar
2014; Sutton-Brady et al. 2015; Weitz and Wang 2004) and that power
retailers have become the gatekeepers of the supermarket shelves
(ACNielsen et al. 2006). This may predispose the retailers to capitalise on
their power to push their private label shares to high levels in order to
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exploit private label higher capacity to generate profit (ACNielsen 2005;
Burt 2000; Burt and Sparks 2003; Coriolis Research 2002; Cotterill
1997; Defra 2006; Galbraith 1952; Porter 1976). The systematic push
could reasonably be perceived to have no end in sight, leading to an over-
dominance of private label in the categories.

Two perspectives have come out of this issue and these represent a
contradiction in the literature (Chimhundu et al. 2011). One line of rea-
soning that directly relates to this discussion is that it is expected that in
highly concentrated grocery retail environments, there is bound to be an
overdominance of private label brands. This line of reasoning is consis-
tent with the adversarial and aggressive approach to private label growth
on the part of the retail chains that is discussed in the literature review.
Conversely, another line of reasoning discussed is that there is a high level
of strategic dependency between the two types of brands (manufacturer
brands and private label), and therefore private label share and related
merchandising measures should not go beyond a certain level if delivery
of the respective contributions to the categories on the part of manufac-
turer brands is not to be jeopardised. Thus, there is an existence of equi-
librium points in the coexistence of private label and manufacturer
brands, beyond which the retailers are reluctant to go with their private
label. This latter line of reasoning could be more appealing than the for-
mer, because although a shift in the balance of power to retailers may
mean that the retailers largely have the final say, if the actual final say is
determined by rational business judgement, then the retailers would not
likely want to pursue actions that would be detrimental to the product
categories. For this reason, given the retail consolidation/concentration
and retailer power, as well as the purported link with private label share
growth and possibly overdominance, this book investigates the following
specific research issues in depth:

Research Issue 1: What is the general nature of the state of balance
between private label and manufacturer brands in FMCG product
categories?

Research Issue 2a: In a grocery retail landscape characterised by high
retail concentration, what is the nature of the state of balance between
private label and manufacturer brands in FMCG product categories?
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The market share of private label also varies from category to category
(ACNielsen 2005; Hoch and Banerji 1993; Nielsen 2014; Sirimanne
2016), and FMCG/supermarket product categories differ on a variety of
characteristics such as size, range of competing brands and products
(ACNielsen 2005), rate of innovation (Coriolis Research 2002), level of
technology (Lehmann and Winer 2002), category commoditisation and
related factors. These differences imply that the categories offer different
opportunities and challenges, and the retailers would naturally take note
of that. Therefore, in addition to the inherent nature of certain categories
being prone to relatively higher private label penetration (e.g. commodi-
tised categories), retailer strategic objectives and policies likely differ
across the categories. Such objectives and policies may also not be the
same across different grocery retailers. Due to the perceived inherent dif-
ferences in the categories and retail chains, this book investigates the fol-
lowing questions:

Research Issue 2b: How does the balance between private label and
manufacturer brands in FMCG product categories compare by
category?

Research Issue 2c: How does the balance between private label and
manufacturer brands in FMCG product categories compare between
grocery retailers?

Product Innovation, Category Marketing Support
and Consumer Choice

Both private label and manufacturer brands engage in activities related to
product innovation and category support. Experts, however, hold differ-
ent views on the state of innovation by private label and manufacturer
brands, and the state of contribution to category development by the two
types of brands (Conn 2005). One perspective is that private label brands
are doing a lot on their own in the area of innovation. Performance on
innovation is largely influenced by capacity for innovation, and capacity
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for innovation can be measured in terms of resources, expertise and
related output. Retailers have been seen to be boosting their innovative
capacity (Lindsay 2004). It has also been reported that private label
brands in certain countries have moved away from copying competition
to setting their own trends (Silverman 2004). This perspective therefore
suggests that private label brands have become masters of their own des-
tinies on innovation. The contrasting view, on the other hand, is that
manufacturer brands are leading the way on innovation, since histori-
cally, retailers have largely been followers of manufacturer brands on
innovation (Aribarg et al. 2014; Coelho do Vale and Verga-Matos 2015;
Hoch and Banerji 1993; Olbrich et al. 2016). In addition, it is noted that
private label development is not backed by enough research and develop-
ment money and cannot afford the necessary resources (Conn 2005;
Steiner 2004). It is also common knowledge that a supermarket category
would normally consist of many different manufacturers who are indeed
specialised. Collectively, manufacturer brands are expected to have more
resources, skills and knowledge in the areas of product innovation and
category support than the retailers.

In addition, related to these two perspectives is the disagreement in
the literature on the extent to which private label can develop the cat-
egories. One view, consistent with research carried out by Putsis and
Dhar (1996), is that private label is capable of expanding category
expenditure, developing the market, and not just stealing share from
manufacturer brands. A contrary view, however (Anonymous 2005), is
that it is the manufacturer brand that actually does expand the
categories.

With regard to the two perspectives on manufacturer brand and pri-
vate label contributions to product innovation and category support, per-
haps this depends on the research environment, since private label
development is at different stages in different parts of the world and is
economy and industry specific. In industries that still have to develop
their private label portfolios to the full, manufacturer brands are expected
to be doing much more in the areas of innovation and category support
than private label brands. The New Zealand grocery retail environment is
one such industry. Therefore, it is important to establish, in FMCG/
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supermarket industries such as New Zealand, the comparative capacity to
innovate and to develop the product categories:

Research Issue 3a: How do private label and manufacturer brands com-
pare on capacity to innovate in the FMCG product categories?

Research Issue 3b: How do private label and manufacturer brands com-
pare on capacity to contribute to category marketing support and
development?

The category management exercise is such that retailers are actively
involved in managing the categories. Therefore, in the same way as they
would be aware of product and category trends relating to sales and profit
performance, it is expected that the retailers would be very much aware
of the state of affairs regarding manufacturer brand and private label
capacity for innovation and support in the product categories.

In addition, researchers are generally in agreement on the importance
of innovation as a driving force for the growth of companies and catego-
ries (e.g. Anonymous 2004; Brenner 1994; BCG 2005; Doyle and
Bridgewater 1998; Guinet and Pilat 1999; Hardaker 1998; Kung and
Schmid 2015; Robert 1995). Research has also demonstrated that more
innovative categories tend to achieve higher proportions of success than
less innovative ones (Booz et al. 1982). Differentiation and brand build-
ing through a variety of marketing activities that include advertising are
seen as essential ingredients to continued category development.

Furthermore, with respect to grocery product categories, the consumer
packaged goods literature has largely portrayed manufacturer brand
innovation in relation to private label as a competitive tool that is
employed against private label, in addition to competing with other man-
ufacturer brands (e.g. Coriolis Research 2002; Information Resources
Inc. 2005; Kumar and Steenkamp 2007b; Verhoef et al. 2002). The lit-
erature largely suggests that manufacturer brand innovation does have a
negative impact on private label in FMCG categories. The alternative
view, of manufacturer brand innovation having a positive impact on pri-
vate label, has not been investigated in depth. For instance, the imitative
and parasitic behaviour of private label (e.g. Collins-Dodd and
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Zaichkowsky 1999; Harvey 2000; Ogbonna and Wilkinson 1998) has
been reported in the literature, and one would therefore assume that
retailers positively benefit from manufacturer brand innovation in this
and other related ways. It is therefore reasonable to assume that if a posi-
tive impact of manufacturer brand innovation on private label does exist,
it would most likely be factored by the powerful retail chains into the
determination of policies and strategies on the coexistence of their own
brands (private label) with manufacturer brands in the categories. It
could be further reasoned that manufacturer brands that are more inno-
vative and category supportive (marketing-wise) are viewed more posi-
tively by grocery retailers than those that are not, because the grocery
retailers benefit more from them. This discussion therefore warrants an
investigation into the following:

Research Issue 4a: What is the state of awareness of FMCG retailers on
the comparative capacity of private label and manufacturer brands to
innovate and give marketing support to the product categories?

Research Issue 4b: What is the strategic stance of the FMCG retailers
with respect to this comparative capacity to innovate and give marketing
support to the product categories?

Research Issue 4c: How is this strategic stance related to policies on the
coexistence of private label and manufacturer brands in FMCG product
categories?

The consumer is the ultimate customer for both types of brands under
consideration, that is, private label and manufacturer brands. Issues
related to consumer choice are considered in this book to be relevant to
the coexistence of manufacturer brands and private label in FMCG/
supermarket product categories as per the reviewed definition of category
management, in which consumer focus is a key element. The consumer
drives what goes on in the categories (ACNielsen et al. 2006), alongside
other strategic factors. Consumers have the freedom to choose (Kaswengi
and Diallo 2015; Nelson 2002; Olbrich et al. 2016) and they want brand/

product selection as well. In the category management set-up, the private
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label brand is seen as being protected by the retailer (e.g. Major and
McTaggart 2005), thus retailers may have their own strategic objectives
and can employ specific strategic management regimes as they see fit. Yet
in the changing grocery retail landscape, where retailers are becoming
increasingly powerful due in part to retail consolidation and concentra-
tion, it is reasonable to assume that consumer choice issues are still rele-
vant in the determination of the nature of coexistence between
manufacturer brands and private label in the categories, even though it is
possible that other strategic interests on the part of the retailers would
interfere with consumer choice. In connection with this, the following
needs to be investigated:

Research Issue 5: What role is played by consumer choice in shaping the
coexistence of private label and manufacturer brands in FMCG product
categories?

Category Strategic Policies on the Coexistence
of Manufacturer Brands and Private Label in FMCG/
Supermarket Product Categories

The mode of coexistence between manufacturer brands and private
label in the categories is seen in this book as being driven by commonly
known factors such as consumer choice. However, other factors that
have not been well articulated in the mainstream academic literature
and that involve strategic dependency between the two types of brands
are considered to be very much at play as well. Due to the fact that it is
widely recognised in the literature that power in the FMCG sector has
shifted from manufacturers to retailers and that the balance of power is
in the hands of the retailers (ACNielsen et al. 2006; Berthon et al.
1997; Hogarth-Scott 1999; Hollingsworth 2004; Hovhannisyan and
Bozic 2016; Kumar and Steenkamp 2007a, b; Panigyrakis and
Veloutsou 2000; Stankovi¢ and Konéar 2014; Sutton-Brady et al.
2015; Weitz and Wang 2004), retailers are expected to have a bigger
say in how manufacturer brands and private label coexist in the grocery
retail categories than manufacturers. It is the author’s position that



Key Research Issues in the Marketing of Private Label... 115

because the balance of power is in favour of the retailers, it is retailer
strategic thinking that largely defines manufacturer brand and private
label coexistence issues.

As discussed in earlier chapters, such coexistence issues may include:
strategic objectives regarding the level to which the private label brand
should grow in the categories in terms of share (in relation to the manu-
facturer brand); strategic decisions on merchandising measures between
the two types of brands; competitive strategy aspects of private label in
relation to manufacturer brands; how areas of strategic dependency
between the two types of brands are handled and how much value is
attached to such strategic dependency; and whether recognition for such
strategic dependency should be factored into the determination of strate-
gic management regimes governing the coexistence of the two types of
brands in the categories. It has also been noted that different categories
offer different opportunities and challenges with respect to private label
brands. At the same time, some prominent researchers have observed that
“the fact that private labels have low share in a category does not imply
that a particular retailer cannot create a successful program in that cate-
gory” (Hoch and Banerji 1993: 66). The retailer would most likely have
category-specific policies in place and would be able to influence the
nature of manufacturer brand/private label coexistence in the categories
instead of just being dictated to by market forces. Therefore, with respect
to the mode of coexistence between manufacturer brands and private
label, the following needs to be investigated:

Research Issue 6: What is the nature of the coexistence relationship
between private label and manufacturer brands in FMCG product cate-
gories and how is it driven?

Today’s radically altered FMCG landscape (Kumar and Steenkamp
2007a) is characterised by increased retailer power and direct competi-
tion between brands owned and managed by owners of the grocery
retail shelves and those owned and managed by manufacturers. In this
environment, it can be argued that despite the expectations and actions
of consumers and manufacturers, retailers have the capacity to signifi-
cantly influence the final composition of manufacturer brands and pri-
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vate label offered in the supermarket product categories. This is
especially so in environments characterised by very high retail consoli-
dation and concentration, where the retailers may be expected to have
the capacity to employ coercive power to achieve certain outcomes if
they wish.

Dapiran and Hogarth-Scott (2003) have suggested that where there is
high retail concentration and low grocery retailer dependence on the sup-
plier, retailers are more likely to employ coercive power. It has been estab-
lished in the review of the category management literature that in the
category management relationship between manufacturers and retailers,
each party brings something that is valued by the other party to the table.
Therefore, despite the fact that it is widely recognised in the literature
that power in the FMCG sector has largely shifted from manufacturers to
retailers and that the balance of power is in the hands of the retailers
(ACNielsen et al. 2006; Berthon et al. 1997; Hogarth-Scott 1999;
Hollingsworth 2004; Hovhannisyan and Bozic 2016; Stankovi¢ and
Koncar 2014; Sutton-Brady et al. 2015; Kumar and Steenkamp 2007a,
b; Panigyrakis and Veloutsou 2000; Weitz and Wang 2004), there is still
an intricate power—dependence relationship that plays a role in shaping
the nature of coexistence between manufacturer brands and private label
in FMCG/supermarket product categories. Power and countervailing
power are very much at play. Such intricate power relationships can be
better understood through an intensive examination of the different
sources of power as they relate to the coexistence of the two types of
brands in the categories.

The five bases of power (French and Raven 1959; Hunt 2015) can be
used to analyse the relationships as there is bound to be an interplay of
different sources of power. However, the interplay as it relates to manu-
facturer brands and private label in the categories is not clear and can
therefore be better understood through primary research. Such an inves-
tigation would be expected to give insights into the dominant bases of
power. On the face of it, coercive power looks to be the more dominant
source, but there are issues of strategic dependency between the two types
of brands that make the entire power relationship complex. Therefore,
the mode of coexistence between manufacturer brands and private label
can be analysed from a power perspective and the nature of the power
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relationship can be better understood through intensive investigation.
With this in mind, this book will investigate the following:

Research Issue 7: What role is played by power in the mode of coexis-
tence between private label and manufacturer brands in FMCG product
categories?

Conceptual Framework

A graphical conceptual framework has been devised for the investigation.
A conceptual framework explains the main variables to be studied and
the presumed relationships between those variables, and this can be pre-
sented in narrative form or graphically (Miles and Huberman 1994), or
the two can be made to complement each other, as in this case. Figure 5.1
shows the graphical conceptual framework. The empirical domain that
the book explores (Miles and Huberman 1994) is reflected in the
combination of the research issues formulated and the graphical concep-
tual framework devised.

Figure 5.1 can be briefly explained as follows. The environment is the
FMCG/supermarket landscape characterised by high retail consolidation
and concentration, and direct competition between manufacturer brands
and private label, as well as power relationships between category partici-
pants (as represented by the lower middle bin in the graphical frame-
work). In this environment, the balance between manufacturer brands and
private label in FMCG/supermarket product categories (as represented by
the bin on the right) can be influenced by category strategic management
regimes (upper middle bin) in a number of areas that include policies on
private label growth and share, driving category growth, category man-
agement arrangements, shelf matters and retailer brand quality spectrum.
Consumer choice (lower left bin), which is a commonly known variable,
is factored into the determination of the strategic management regimes
governing the coexistence of the two types of brands in the categories.
However, at the same time, product innovation and category marketing
support are key variables that are also factored into the determination of
strategic management regimes governing the coexistence of the two types
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of brands in the categories. Mainstream academic literature has not spelt
out the importance of product innovation and category support in this
area. In addition, the role played by the bases of power (lower middle bin)
is assessed, particularly with regard to which bases are dominant in such
an environment in the determination of how the two types of brands
should coexist. Given the power imbalances discussed in the literature,
one view would be that coercive power is dominant. A converse view that
cautiously takes into account the countervailing power of manufacturer
brands, on the other hand, would reason that other bases of power are
dominant. The true picture will be established through primary research.

Chapter Recap

This chapter has discussed the key aspects of the literature and developed
research issues that form the focus of this book. The research issues radi-
ate from the primary research question, which has given rise to three
subsidiary research questions. The subsidiary research questions are fur-
ther distilled into a number of specific research issues under three broad
themes that are largely incremental in nature. The research issues are seen
as ranging from the “what” and “how” aspects that describe theory to the
“why” aspects that explain theory, as is recommended for theoretical con-
tributions (e.g. Whetten 1989). An investigation into these specific
research issues will serve to advance the literature in the area of manufac-
turer brands and private label by demonstrating how these two types of
brands coexist in an FMCG/supermarket environment characterised by
high retail consolidation and concentration. The next chapter discusses
the research paradigm, method and design for this book.
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Research Paradigm, Research Method
and Research Design

Overview

Research issues form the focal theory (Phillips and Pugh 2000: 60) of this
book and the issues are based on a review of the literature that constitutes
its background theory (p. 59). This chapter discusses the process that was
followed in addressing these research issues, and explores data theory
(Phillips and Pugh 2000: 61). Specifically, the chapter covers the research
paradigm, justification of the case research methodology and research
design.

Research Paradigm

This section discusses and justifies the appropriate paradigm for this
book, and in the process, alternative paradigms are covered in order to
demonstrate the more favourable position of the chosen paradigm in
relation to relevant alternatives. A paradigm is a set of connected assump-
tions about the world that is shared by a community of scientific research-
ers in their investigation of the world (Kuhn 1962). It can be referred to
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as a “basic belief system or world-view” that acts as a guide to the
researcher (Guba and Lincoln 1994: 105). Four specific objectives that
should be accomplished by a paradigm could be outlined as follows.
Firstly, guiding professionals in a discipline by way of indicating the
important issues and problems confronting the discipline; secondly,
developing an explanatory scheme consisting of models and theories,
which places the problems and issues in a framework that facilitates solv-
ing them; thirdly, establishing appropriate tools consisting of “method-
ologies, instruments, and types and forms of data collection” (Filstead
1979: 34) to be used in solving puzzles of the discipline; and fourthly,
providing an epistemology in which the three tasks covered in the objec-
tives above “can be viewed as organising principles for carrying out the
‘normal work’ of the discipline” (Filstead 1979: 34). Overall, a paradigm
therefore serves as an interpretive framework (Phillips and Pugh 2000)
for understanding and explaining the world phenomenon under investi-
gation. In order to justify the appropriate interpretive framework for this
book, it is important to look at the elements of a paradigm and how these
elements relate to each of the paradigms.

A scientific paradigm has three elements: ontology, epistemology and
methodology (Perry et al. 1999). Ontology is reality and its constituent
elements (Mitroff and Mason 1982; Perry et al. 1999; Silverman 2004).
Epistemology is the relationship between the researcher and reality (Perry
et al. 1999), inclusive of the nature and status of knowledge (Silverman
2004) and the philosophy of knowledge, or how people come to know
what they know (Deshpande 1983; Mitroff and Mason 1982; Trochim
2000). Methodology is to do with the techniques used by the investigator
to discover the reality (Perry et al. 1999). It refers to how the researcher
answers the research questions, and includes in addition to the data-
gathering techniques, “research design, setting, subjects, analysis, report-
ing” (Hudson and Ozanne 1988: 508). Although the techniques used by
the investigator to discover the reality also deal with how we come to
know something, they actually involve the practice of how we come to
know rather than the philosophy, which is what epistemology is all about
(Trochim 2000). There is therefore a distinction between different para-
digms regarding ontology, epistemology and methodology.
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Two predominant paradigms in social science research are known as
the positivist and interpretive paradigms (Hudson and Ozanne 1988).
Each has a range of alternative terms that take on slightly different shades
of meaning depending on their use. For instance, the positivist paradigm
is also referred to as being scientific, empiricist, quantitative, experimen-
tal, deductive (Ticehurst and Veal 2000) or objective (Hudson and
Ozanne 1988); and the interpretive paradigm is also referred to as being
phenomenological, critical interpretive, qualitative, hermeneutic, reflec-
tive, inductive, ethnographic, “action research” (Ticehurst and Veal
2000), naturalistic (Lincoln and Guba 1985), subjective (Rubinstein
1981) or humanistic (ACR Special Session 1985). The interpretive para-
digm has three variants: critical theory, constructivism and realism (Guba
and Lincoln 1994; Perry et al. 1999). There are therefore four scientific
paradigms (inclusive of the interpretive paradigm variants), namely posi-
tivism, critical theory, constructivism and realism. These four paradigms,
with their philosophical assumptions, form the basic belief systems of
alternative enquiry (Perry et al. 1999; Simpson 2003). They are each con-
sidered in the context of this research and summarised below.

Positivist Paradigm

Positivism views the world as being external and objective to the investi-
gator; a similar position to that adopted by natural scientists. Researchers
are considered to be independent of the research they are undertaking
(Ticehurst and Veal 2000). The assumption is that researchers measure
independent facts about a single reality that is apprehensible and com-
posed of separate elements whose nature can be known and put into
categories (Guba and Lincoln 1994; Tsoukas 1989). The data and their
analysis are value free and the data do not change because they are being
observed. This scenario has been likened to viewing the world through a
“one-way mirror” (Guba and Lincoln 1994: 110), which, in the social
sciences, may not offer an adequate picture of the phenomena being
investigated. Assumptions that are appropriate for the natural sciences
are not necessarily appropriate for social science. For this reason, scholars

(e.g. Giddens 1974; Robson 1993) have expressed concerns about the
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suitability of this paradigm for certain research problems outside the nat-
ural science setting.

This study investigates the coexistence of manufacturer brands and pri-
vate label in FMCG/supermarket product categories; a situation that,
from one perspective can be seen as competition, and from another, as
cooperation. To address issues set in this mould, it is judged that the
researcher cannot achieve the necessary understanding and explanation
within a “closed system” as positivism would entail (Perry et al. 1999:
17), but rather must take into account the complex nature of reality and
the relevant research problem. They must reflect on, form and revise
meanings from managerial experiences and perceptions, as advised by
Orlikowski and Baroudi (1991), as well as allow “interaction between
theory and fact” (Seale 1999: 21). Given therefore that such research
tasks cannot be achieved within the confines of the positivist paradigm,
this book will not operate from a positivist perspective.

Phenomenological/Interpretive Paradigm

An approach derived from the social sciences (Remenyi and Money
2004), the interpretive paradigm views the world as socially constructed
and subjective. It regards own explanations, i.e. own perspectives, of situ-
ations or behaviours by the people being studied as important (Ticehurst
and Veal 2000), and the interpretations of the researcher also come into
it. Researchers are integral to the research process and seek to understand
and find meanings in the broad interrelationships of situations being
investigated; therefore, aspects related not only to what is happening but
also to why it is happening are central to the research task (Saunders et al.
1997; Ticehurst and Veal 2000). The three variants of this paradigm,
however, are suited to different research situations.

Critical Theory

Critical theory research seeks to critique and transform social, economic,
political, cultural, ethnic and gender values. The research enquiries of
critical theorists often involve long-term historical and ethnographic
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studies of organisational processes and structures (Perry et al. 1999).
Marxists, feminists and action researchers are typical examples of critical
theorists (Neuman 2000; Perry et al. 1999; Seale 1999). Ciritical theory
assumptions are fundamentally subjective and hence knowledge is
grounded in historical and social routines, and is therefore not value free
but value dependent. The critical theorist paradigm is not appropriate for
research in marketing research since market researchers rarely (if at all)
have the aim of being transformative intellectuals who liberate people
from their inherent historical mental, emotional and social structures
(Guba and Lincoln 1994). The book aims to better understand the coex-
istence of manufacturer brands and private label in FMCG product cat-
egories from the viewpoint of the nature of coexistence, management
decisions taken, underlying motives and relevant theories. The research
does not intend to “change the world” (Neuman 2000: 76) by way of
intellectually transforming the FMCG sector’s manufacturer brand/pri-
vate label business strategy in the manner that Marxists or feminists, for
instance, would want to change the political and/or social world. The
critical theorist paradigm is therefore not appropriate for this research

book.

Constructivism

Constructivists hold the view that reality is a construct in the minds of
individuals. This ontological position makes room for an infinite number
of constructions, and as a result, multiple realities are deemed to exist
(Lincoln and Guba 1985). Meaning is seen as having more value than
measurement as perception itself becomes the most important reality.
Moreover, like critical theory, constructivism enquires about the relevant
ideologies and values behind the findings (Guba and Lincoln 1994; Perry
etal. 1999).

The constructivist approach is deemed to be suitable for social science
research topics such as beauty and religion (Hunt 1991). However, the
approach is largely inappropriate for business research because it disre-
gards concerns about the economic and technological aspects of business
(Hunt 1991; Perry et al. 1999). This book takes into account economic,



130 R. Chimhundu

technological and social dimensions related to the balancing of
manufacturer brands and private label in FMCG/supermarket product
categories. The constructivist paradigm would therefore not serve as a
suitable paradigm for the research.

Realism

The realist paradigm, which is at times termed the critical realist or post-
positivist paradigm (Guba and Lincoln 1994), differs from, but has some
commonalities with, both positivism and constructivism (Perry et al.
1999). Realists hold the ontological position that there is a real world to
discover but the discovery cannot be achieved in a perfect or clear-cut
manner (Guba and Lincoln 1994; Perry et al. 1999; Tsoukas 1989).
Realists do not consider perception per se to be reality as constructivists
and critical theorists would do, but instead see perception as “a window
on to reality through which a picture of reality can be triangulated with
other perceptions” (Perry et al. 1999: 18). Triangulation presents the best
hope of achieving objectivity and thereby obtaining a better picture of
the reality (Perry et al. 1999; Trochim 2000).

Three domains of reality, namely mechanisms, events and experiences,
can be identified in the realist world (Bhasker 1978), and these constitute
a combination of observable and non-observable phenomena. The dis-
covery of such observable and non-observable structures and mechanisms
underlying events and experiences is the objective of realist research
(Tsoukas 1989). The task of the investigator is therefore to discover and
identify, then describe and analyse those structures and generative mech-
anisms related to the phenomena being investigated. A direct cause and
effect relation is not the prime objective. The main concern is that of
unveiling and exploring the underlying causal tendencies or powers of
the phenomena under investigation (Bhasker 1978).

This book investigates research questions related to the coexistence of
manufacturer brands and private label in FMCG/supermarket product
categories. This calls for the exploration of observable phenomena such as
the shelf space and category share situations of the brands, as well as non-
observable phenomena such as the underlying causal tendencies, both of



Research Paradigm, Research Method and Research Design 131

which are in fact key characteristics of the realist paradigm. It is also
reasonable to assume that, in determining the nature of coexistence
between manufacturer brands and private label, managers in the FMCG
sector make rational business decisions taking into account economic,
technological and other dimensions. The realist paradigm does not
exclude such business dimensions. The paradigm also makes room for the
incorporation of a variety of sources of evidence in tackling the not-so-
obvious relationships between manufacturer brands and private label in
FMCG categories in the radically changed consumer packaged goods
landscape. The author of this book therefore judges that realism is the
most appropriate paradigm for the book because its ontological and epis-
temological standpoints are more in line with the requirements of the
research topic than any of the other paradigms.

Justification of Case Research Methodology

The preceding section argued for the realist variant of the interpretive
paradigm as the appropriate philosophical framework for this study. This
section discusses the case study research methodology, which is judged to
be the appropriate research methodology for the book. A technical defi-
nition of case study research that incorporates the methodology’s scope
and key characteristics is given by Yin (2003: 13-14) as:

an empirical enquiry that investigates a contemporary phenomenon within
its real life context, especially when the boundaries between phenomenon
and context are not clearly evident [...] The case study enquiry copes with
the technically distinctive situation in which there will be many more vari-
ables of interest than data points, and as one result; relies on multiple
sources of evidence, with data needing to converge in a triangulating fash-
ion, and as another result; benefits from the prior development of theoreti-
cal propositions to guide data collection and analysis.

The case study methodology is seen as a comprehensive, “all-
encompassing method” that covers the logic of research design, tech-
niques of data collection and specific data analysis approaches (Yin 2003:
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14) rather than just a restricted feature such as the data collection method
alone (Stoecker 1991). A number of traditional social science methodolo-
gies that include, among other things, experiments, surveys, case studies
(Robson 1993; Yin 2003), archival analysis and histories (Yin 2003) have
been considered in the process leading to the choice of the case study
methodology. All of these methods have been employed successtully in
various marketing academic research projects that were best suited to
each method: for instance, experimental study (e.g. Hamlin 1997), sur-
vey method (e.g. Lindblom and Olkkonen 2006), case study (e.g.
Lindgreen 2001), archival analysis (e.g. Hoch et al. 2002a, b) and histori-
cal study (e.g. Low and Fullerton 1994).

This book largely focuses on the “whats”, “hows” and “whys” of the
coexistence of manufacturer brands and private label in FMCG product
categories, and the major reasons for not adopting some of the method-
ologies mentioned above are briefly outlined as follows. The historical
method would not be appropriate as the primary methodology because
the research topic focuses largely on a contemporary issue (Yin 2003),
even though the research still makes use of some historical data on manu-
facturer brand and private label share trends. Additionally, the researcher
could gain access to the managers and obtain their stories on the research
issues at hand. Archival analysis would not be appropriate as the sole or
main methodology because answers as to why certain things are happen-
ing regarding the coexistence of manufacturer brands and private label
would be hard to establish. However, some of the historical data on pri-
vate label trends come from archival records. The survey method would
not be appropriate for more or less the same reason. It does not allow for
the acquisition of rich data on why (Yin 2003) managers make certain
decisions in balancing manufacturer brands and private label. At the
same time, an experiment would not be appropriate as it requires control
of behavioural events (Yin 2003). There is no scope in a study of this
nature to manipulate the behaviour of the retail chain managers and
manufacturing company managers concerned.

Turning to the preferred approach for this book, which is the case
study methodology, several interrelated factors make this approach com-
paratively more favourable. The first factor is to do with the nature of
research questions (Yin 2003) and the resultant need to “gain a deep
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understanding” (Perry et al. 1999: 20) of managerial decisions relating to
manufacturer brands and private label in FMCG product categories. It is
important that the method of research be appropriate for the nature of
the research question (Silverman 2004). Research issues developed in
Chap. 5 are decomposed from the primary research question. Research
issues 1 and 2 largely reflect the “whats” and “hows” of the coexistence of
manufacturer brands and private label in the categories. Research issues
3, 4, 5, 6 and 7 largely reflect the “hows” and “whys” of the coexistence,
including related management decisions. To a great extent, the research
tackles “how” and “why” questions and the case research methodology
has the capacity to do justice to such research questions (Robson 1993;
Yin 2003). The qualitative case study method allows the researcher to
acquire deep and detailed qualitative data by getting closer to the phe-
nomenon physically and psychologically through in-depth interviews
(Perry et al. 1999), enabling a better understanding of the researched
phenomenon (Gilmore and Carson 1996; Perry etal. 1999). Furthermore,
case research can “draw on a wider array of documentary information, in
addition to conducting interviews” (Yin 2003: 6) to address the “why”
research question.

The second factor supporting the use of case research is that the case
method “is preferred in examining contemporary events, but when the
relevant behaviours cannot be manipulated” (Yin 2003: 7). The researcher
in this case has no control over the behaviours of FMCG participants,
but indeed gains an understanding of what is happening, how and why,
without changing the contextual environment of the research or influ-
encing managerial decisions and their underlying rationale. In addition,
the coexistence of manufacturer brands and private label in FMCG prod-
uct categories is a contemporary and ongoing phenomenon which is seen
to be unfolding from the historical past.

The third justification for employing case research in the investigation
of manufacturer brands and private label in FMCG product categories
is that, with regard to research that relates to pre-paradigmatic stages of
a phenomenon (Borch and Arthur 1995), theory-building via case stud-
ies can play an important part (Perry et al. 1999) in expanding the fron-
tiers of knowledge. Some research experts in the case study methodology
have categorically asserted that “building theory from case study research
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is most appropriate in the early stages of research on a topic or to pro-
vide freshness in perspective to an already researched topic” (e.g.
Eisenhardt 1989: 548). While the coexistence of manufacturer brands
and private label in consumer packaged goods categories is not an
entirely new phenomenon, the radically altered FMCG landscape char-
acterised by extreme retail consolidation and concentration, increased
emphasis on private label brands as part of retail marketing strategy,
increased employment of information technology, and increased empha-
sis on category management, presents a research topic that is transform-
ing significantly and exhibiting pre-paradigmatic characteristics to the
extent of seriously requiring an investigation that provides a fresh per-
spective. The particularly unprecedented nature (by world standards) of
retail consolidation and concentration in New Zealand presents fertile
ground for the employment of case study research to tackle manufac-
turer brand/private label related issues. Academic work in the area of
private label by Kumar and Steenkamp (2007), considered by its authors
to be the “first book to deal with a radically altered landscape” (back
flap) further supports the near pre-paradigmatic nature of the research
area and the need for new interpretations. The elements of newness in
the changed landscape also make the case study investigative approach
appropriate for this book.

The fourth aspect supporting use of the case study method is related to
the above factors and involves the required classification of researched
phenomenon into categories and the identification of relevant interrela-
tionships among those categories (Perry et al. 1999) as a process necessary
for successful theory-building. Through case study research, it is possible
to isolate categories, define them precisely and then determine the rela-
tionships between them (Perry et al. 1999). The whole process is consid-
ered to be vital in handling the complex nature of organisational
operations and managerial experiences (Bonoma 1985; Gilmore and
Carson 1996) related to the balance between manufacturer brands and
private label, capacity and incentives for innovation and category devel-
opment, and strategic management regimes governing the coexistence of
manufacturer brands and private label in FMCG/supermarket product
categories.
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Research Design
Theory-Building Nature of the Research

This book comprises theory-building research seeking to better under-
stand how manufacturer brands and private label coexist in FMCG/
supermarket product categories in the highly concentrated consumer
packaged goods landscape, and why. Theory-building research, in addi-
tion to being suitable for new research areas, also suits research topics in
which a certain level of understanding has been achieved already, but
where more should be done in terms of theory-building before theory
testing can take place (Miles and Huberman 1994; Perry 1998). Although
some academic research has been carried out on manufacturer brands
and private label, the radical shift in the FMCG landscape introduces
new dimensions that support a fresh examination. This theory-building
exercise therefore involves a situation where “elements of the theory are
being confirmed or disconfirmed, rather than being tested for generalis-
ability to a population” (Perry et al. 1999: 20).

A theory is indeed “a statement of relationships between units observed
or approximated in the empirical world” (Bacharach 1989: 498). In
building the theory, the researcher “interweaves a story (the theory)”
(Neuman 2000: 40) about the coexistence of manufacturer brands and
private label in FMCG product categories in a highly concentrated gro-
cery retail landscape with what can be observed when the researcher
“examines it systematically (the data)” (Neuman 2000: 40) through qual-
itative case study research. The “story” in this case is the set of research
issues (and conceptual framework) advanced in Chap. 5. The theory will
cover building blocks suggested by a number of authorities in theory-
building research, who have identified four essential elements of a com-
plete theory. These are summarised in Table 6.1.

The various concepts that constitute the conceptual framework and
research issues of this book cater for the “what” aspects of the theory.
And, as mentioned in the preceding section, “what” and “how” elements
are covered by research issues 1 and 2. The “why” element is catered for
in research issues 3 to 7, although the “how” aspect is still interwoven
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into these research issues/questions. The last elements (who, where,
when) that set boundaries to the theory are partly covered by reference
that has already been made to the highly concentrated FMCG industry,
and are further taken care of later in case selection, and in the limitations
of the case study methodology. Eisenhardt (1989) has identified the final
products of building theory from case study research as being concepts, a
conceptual framework, propositions or mid-range theory. The final prod-
uct of this research book is a theoretical framework and research proposi-
tions. In the theory development exercise, the research issues and
preliminary conceptual framework will be tested for their adequacy using
empirical, case study data from the FMCG/supermarket industry.

This book recognises the importance of prior theory as its research
questions and issues have been informed by discussions in the literature
chapters (Chaps. 2, 3 and 4) and research issues chapter (Chap. 5). The
development of theory before collecting case study data is an essential
step in undertaking case study research (Yin 2003). The main reason for
making use of prior theory in the area of manufacturer brands and private
label in FMCG product categories is to focus the research and avoid being
overwhelmed by the volume of unnecessary data (Eisenhardt 1989).
Research questions and specific research issues, which are part and parcel
of prior theory, direct attention to issues that are studied, so the research
avoids the danger of attempting to cover everything. The use of prior
theory enables the focus to be on “facets of the empirical domain that the
researcher most wants to explore” (Miles and Huberman 1994: 23). The
research is both theoretical and empirical (Trochim 2000); theoretical in
the way it develops theory about manufacturer brands and private label,
and empirical in the way it involves collecting and analysing secondary
and primary empirical data about what is happening in the categories.

Research experts have debated induction and deduction as alternative
case study research approaches, with some researchers (e.g. Glasser and
Strauss 1967) claiming initially that induction (particularly grounded
theory) is superior because there is no possibility of the researcher being
influenced by a given theory under consideration, but with one of those
researchers later taking a middle of the road approach, recognising that a
mix of induction and deduction is preferable (Strauss 1987). The view
that induction and deduction are in fact linked and complementary
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Research Stage 2:
[Confirmatory/Disconfirmatory]

Research Stage 1:
[Exploratory]

>
>

In-depth Interviews & Category
Observation Study

Prior Theory Study

Study of
Private Label
Share Trends

Literature
Review

>
>

Fig. 6.1 Two-stage theory-building research process. Source: Adapted from Perry
(1998)

approaches is shared by a number of researchers (e.g. Miles and Huberman
1994; Parkhe 1993; Perry 1998; Richards 1993; Ticehurst and Veal 2000;
Trochim 2000; Yin 2003). In this study, pure induction would prevent
the book from benefiting from existing theory, and pure deduction would
prevent the development of new and useful theory (Perry 1998). The
research therefore involves a continuous interplay between induction and
deduction because both extremes are considered to be “untenable and
unnecessary’ (Parkhe 1993: 253). The research benefits from the inter-
play between data and theory.

A two-stage theory-building research process was adopted as illustrated
in Fig. 6.1. The figure also illustrates the order and process of the research
tasks undertaken. The literature review has resulted in the generation of
specific research issues, followed by a preliminary study involving the col-
lection and analysis of the private label share data of four developed econ-
omies, and then a largely New Zealand based pilot study which was
conducted in preparation for the main study.

Quality Issues in Case Study Research

This book recognises the fact that quality is of the utmost importance in
research (Trochim 2000), therefore appropriate quality criteria are applied
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in the conduct of the investigation. While the research made use of some
quantitative data (e.g. private label share, shelf space measurements and
so on), the research is largely interpretive in nature. With such interpre-
tive research, it has been noted (Summers 2001) that some qualitative
researchers seem to feel that there is naturally less obligation on their part
to comply with all aspects related to rigorous quality criteria, a view that
this research does not subscribe to.

The conventional criteria for establishing quality of research are valid-
ity and reliability. These criteria have their roots in quantitative research,
but they can be flexed to provide suitable quality criteria for interpretive
research as well. Ticehurst and Veal (2000) have defined validity as “the
extent to which the data collected truly reflect the phenomenon being
studied” (p. 23); reliability as “the extent to which research findings
would be the same if the research were to be repeated at a later date, or
with a different sample of subjects” (p. 24); and generalisability (which is
part of validity) as “the probability that the results of the research findings
apply to other subjects, other groups, and other conditions” (p. 24).
Within the broad framework of validity and reliability as quality criteria,
four quality tests, i.e. construct validity, internal validity, external validity
and reliability, are considered to be applicable to all social science research
methodologies, including case study research (Yin 2003) such as this one.
These quality criteria are applied throughout the case research process
and not just at the start of the project. How the quality criteria are
addressed in this book is summarised in Table 6.2.

Use of the terms construct validity, internal validity, external validity
and reliability has long been associated with the positivist paradigm and
is considered by some scholars not to accurately reflect quality issues
related to qualitative research. Alternative terms for judging qualitative
research have been suggested as credibility (for internal validity), transfer-
ability (for external validity), dependability (for reliability) and confirm-
ability (for objectivity) (Guba 1981).

Methodologists have debated the value and legitimacy of these alter-
native standards for judging qualitative research. Many quantitative
researchers perceive the alternative criteria as a mere relabelling of the
successful quantitative criteria in order to give greater legitimacy to
qualitative research. Quantitative researchers suggest that a correct read-
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Table 6.2 Case research tactics for four quality criteria

Quality
criteria

Case study tactics employed in this research to
address respective quality criteria

Phase of research
in which tactics
occur

Construct
validity

Internal
validity

External
validity

Reliability

Use of multiple sources of evidence, namely
secondary data, in-store category
observational data and in-depth interview
data. Data triangulation and methodological
triangulation employed.

Establishing the following chain of evidence:
documented prior theory (with derived
specific research issues and conceptual
framework); citations of evidentiary sources;
case study database and case study report.

Research participant validation (i.e. respondent
validation) of research interview data/
transcripts and category observational data.

Searching for the “hows” and “whys” behind
relationships and outcomes (Eisenhardt 1989);
explanation building; use of contextual
descriptions; making comparisons with the
literature; addressing rival explanations.

Purposive sampling to focus on theoretically
useful FMCG categories.

Use of replication logic in multiple case studies
(five FMCG categories and four supermarket
groups under two retail chains researched;
both literal and theoretical replication used).
Seeking to achieve analytic generalisation
(and possibly case-to-case transfer).

Comparing evidence with extant literature (to
uncover commonalities and areas of conflict,
then push for generalisation across cases)

Use of case study protocol (include field
procedures, observational study form,
in-depth interview protocol and structure of
report).

Developing a formal case study database
consisting of organised, categorised and
complete notes, case documents, tabular
materials and narratives.

Data collection

Research design,
data collection
and
composition

Composition

Research design,
data analysis
and
composition

Research design

Research design

Data analysis

Data collection

Data collection

Source: Adapted from Yin (2003: 34), Eisenhardt (1989) and Parkhe (1993) for

this book



Research Paradigm, Research Method and Research Design 141

ing of the conventional criteria would show that they are not just lim-
ited to quantitative research, but can be applied to qualitative data
equally well. They further argue that the alternative criteria reflect a dif-
ferent philosophical perspective that is in fact subjectivist rather than
realist in nature (Trochim 2000). Other researchers have therefore
reclassified Guba’s (1981) terms as a constructivist typology and sug-
gested the following separate terms for the realist paradigm: ontological
appropriateness (for construct validity), contingent validity (for internal
validity), multiple perceptions of reality (for external validity), method-
ological trustworthiness (for reliability) and analytical generalisations
(Simpson 2003).

This research prefers to lay more emphasis on the tactics that are used
to achieve high quality interpretive research. Thus, it advocates the broad-
ening of the conventional criteria (Trochim 2000) to include quality tac-
tics for qualitative research, and notes that Yin (2003) has, in a way,
actually done that. In this regard, the research takes the position that
most of the case study tactics suggested by Yin (2003) are largely appli-
cable to the interpretive case study research on manufacturer brands and
private label in FMCG product categories, and will be complemented by
other suggested tactics for the realist paradigm. Additionally, the book
makes use of a blanket checklist of the characteristics of high quality case
research as outlined in Table 6.3.

Criteria for Case Selection

This section justifies a multiple-case design for the research, and on the
basis of this design goes on to explain the choice of specific cases, the
number of cases and the number of interviews conducted. While manu-
facturer brands belong to various manufacturing companies and private
label belongs to retail chains, the coexistence of the brands manifests
itself in FMCG/supermarket categories (on the shelves and/or in fridges/
freezers). Different types of brands and products feature in different cat-
egories alongside brands and products of a similar nature. This book takes
the category as the case and primary unit of analysis.
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Table 6.3 Characteristics of high quality case research and how they are employed
in this book

Application to the research on manufacturer
brands and private label in FMCG product
Characteristic categories

Case study as a story Individual case reports are presented for each
of the categories and supermarket groups
studied before cross-case analysis takes place.

Draws on multiple sources of Study draws on secondary data, in-store

evidence category observational data and in-depth
interview data.

Triangulation of sources of Data and methodological triangulation

evidence employed.

Should provide meaning in a Contextual descriptions of the categories and
context retailers provided.

Shows both in-depth Prior theory used in the research. Key issues
understanding of central derived from prior theory and experiences are
issue(s) being explored and outlined in the preliminary conceptual
broad understanding of framework and specific research issues.
related issues and context Contextual environment of the categories and

supermarket groups integrated.

Has a clear-cut focus on Clear focus on manufacturer brands and private
either an organisation, a label in specific FMCG categories.
situation or a context

Should be reasonably Bounding covers, inter alia, New Zealand FMCG/
bounded (should not supermarket industry, manufacturer brands
stretch over too wide a and private label, and selected categories.
canvas, either temporal or Further bounding criteria spelt out in case
spatial) selection.

Should not require the The closest the researcher came to the object of
researcher to become too the research was during in-depth interviews
immersed in the object of and in-store category observation studies.
the research Participant observation was not employed.

May draw on either Includes quantitative data on private label
qualitative or quantitative brand share and shelf data for the respective
tools, or both, for evidence categories, but the bulk of the research is
collection and/or analysis qualitative in nature.

but will not be exclusively
quantitative
Needs to have a thoroughly  Interview protocol based on research issues
articulated protocol developed, as well as additional insights from
secondary data and pilot study.

Source: Table created for this book based on Remenyi and Money (2004: 73-74)
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Rationale for Multiple-Case Design

The rationale for employing multiple-case design (i.e. studying more than
one category) rather than single-case design (i.e. studying only one category)
is determined in this research on the basis of the capability of the design to
adequately address the research issues. Case study researchers have taken dif-
ferent positions on the issue of single versus multiple-case designs. The sin-
gle-case design is supported by Dyer and Wilkins (1991) as being capable of
generating rich theoretical insights, since it enables a case to be studied in
depth and focuses on telling the story of that particular case. Generalising in
a single-case study is on the basis of a match to underlying theory (Miles and
Huberman 1994), which may have been developed from prior theory. Other
researchers have, however, supported and encouraged the use of multiple-
case design, where the nature of the research topic allows for such design
(Yin 2003). Conducting the classic case study (single-case) is seen as con-
ducting a single experiment. Multiple cases should be seen as “multiple
experiments” based on “replication logic” (Yin 2003: 47). Evidence based on
multiple cases is considered to be more compelling and therefore makes the
study more robust (Eisenhardt 1989; Herriott and Firestone 1983; Miles
and Huberman 1994; Yin 2003). In addition, according to Perry (1998:
792), “several cases should usually be used in postgraduate research because
they allow cross-case analysis to be used for richer theory building”.

To make the evidence from the study on manufacturer brands and pri-
vate label more compelling and to allow cross-case analysis for the build-
ing of richer theory, a multiple-case design is adopted. This means that
while the research still generalises to each case on the basis of a match to
underlying theory, the study is made more robust by the additional dimen-
sion of multiple-case design that enables “generalising from one case to the
next on the basis of a match to underlying theory” (Miles and Huberman
1994: 29), thereby adding “confidence to findings” (Miles and Huberman
1994: 29). Both literal replication (predicting similar results) and theoreti-
cal replication (predicting contrasting results for predictable reasons) (Yin
2003) are achieved. The chosen cases (categories) and embedded cases
within them have “multi-dimensional blends of theoretical and literal rep-
lication” (Perry 1998: 794). It is noted that some researchers have used up
to three dimensions of theoretical replication (Perry 1998).
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Rationale Behind the Choice of Cases

Cases were selected from the ACNielsen (2005) list of product categories.
The following categories were chosen for the research: milk, flour, cheese,
breakfast cereals and tomato sauce. The purposive sampling technique
was used to select cases (i.e. categories), allowing the researcher to choose
cases because they illustrate features or processes that the research is con-
cerned with (Silverman 2004). This type of sampling suits a qualitative
case study research of this nature because it enables the researcher to seek
out categories where “the processes being studied are most likely to occur”
(Denzin and Lincoln 1994: 202). The choice of cases is therefore theory-
driven (Milesand Huberman 1994), ensuring the selection of information-
rich cases (Patton 1990; Perry 1998; Saunders et al. 1997). Selecting
categories in such a purposeful manner makes the research “an informa-
tion-rich case study in which to explore” specified research issues (Saunders
etal. 1997: 142). The range of categories chosen includes a mix of catego-
ries that have similarities and differences in the following characteristics:
size (volume/value); private label penetration; category development
activities; product, packaging and branding related innovation; role of
technology in the category; category commoditisation; and trust of the
brand. This has enabled the research to yield meaningful insights through
replication logic. Each of the specific research issues outlined in Chap. 5
was systematically investigated by way of testing for adequacy. Taking the
selected categories into account, the design adopted is given in Table 6.4.
The design has three dimensions of theoretical replication.

Rationale for Number of Cases and Number
of Interviews

This book takes the stance that the exact number of cases studied should
depend on the specific requirements of the research being conducted. For
classic case designs, there is no question about what the number of cases
should be as the number is always a single case, although it can have
embedded cases within. However, for research that has scope for multiple-
case design, a decision has to be based on the actual number of cases. In
the literature, there are varying views on the issue, ranging from views
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Table 6.4 Research design employed

Dimensions of literal and

theoretical replication Cases and embedded cases
Dimension 1: Case(s) (primary ~ Category (five categories)
unit of analysis) - Milk
— Flour
— Cheese

Breakfast cereals
— Tomato sauce
Dimension 2: Embedded cases  Retail chain (the two retail chains)
(embedded unit of analysis 1)
Dimension 3: Embedded cases  Supermarkets (two supermarket chain stores
(embedded units of analysis 2 under each retail chain)
and 3) Manufacturers (whose brands feature in the
respective categories; at least two chosen
for each category)

Source: Table created for this book

that only give criteria without suggesting a specific number (e.g. Lincoln
and Guba 1985; Patton 1990; Romano 1989) to those that make sugges-
tions on the approximate number of cases (Eisenhardt 1989; Hedges
1985; Miles and Huberman 1994; Yin 2003).

It has been noted, based on the latter group of authors’ suggestions,
that the recommended range falls between two to four cases as the mini-
mum and ten to fifteen cases as the maximum (Perry 1998). Furthermore,
according to Perry et al. (1999: 19), “the rigorously analytical method of
case study research [is] usually based on many interviews within 4 to 14
cases’ undertaken using an interview protocol. With the generally
recommended range in mind, and the observation made that “with fewer
than four cases, it is often difficult to generate theory with much com-
plexity, and its empirical ground is likely to be unconvincing” (Eisenhardt
1989: 545), this research makes use of the five cases or categories men-
tioned—that is, milk, flour, cheese, breakfast cereals and tomato sauce.

As can be seen from Table 6.4, each of the five categories has embedded
cases at retail chain level and at supermarket chain level. Investigating more
than five categories would make the research unwieldy, especially taking into
account the embedded cases. For each category, in-depth interview data
came from retail chain head office management, private label company
management, supermarket chain management, manufacturer/supplier com-
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pany management and industry consultants. As will be noted in the chapter
on private label and manufacturer brand research execution, Chap. 7, at
retailer level, more interviews were conducted with one retail chain than the
other as the second retail chain was included to provide an opportunity for
a check and triangulation. In addition, it had to do with limited access.

Given the number of cases and embedded cases, as well as the respec-
tive units of data collection, the research made use of 46 interviews (with
49 interview participants: two interviews being held jointly, one with
three managers, and the other with two managers). The number of inter-
views conducted falls within the range of interviews recommended for
the highest level of academic research using the case study methodol-
ogy, by experienced researchers. Based on experience and anecdotal evi-
dence, Perry (1998: 794) has noted that such high-level research “requires
about 35 to 50 interviews”.

Number of In-Store Category Observation Study
Forms Completed

A category observation study was carried out in 18 supermarket stores;
these were the stores where in-depth interviews were conducted. The
study involved establishing the following for manufacturer brands and
private label, through measurement and general observation: shelf space,
shelf facings, shelf position, number of brands and number of products.
Five forms were completed in each store for each of the five main catego-
ries of interest. Again, as will be noted in the research execution chapter,
Chap. 7, more category observation exercises were carried out in one
retail chain in relation to the other for the same reasons given in the ratio-
nale for the number of cases and number of interviews.

Chapter Recap

This chapter has covered the research paradigm, justification of the case
methodology and research design.

The next chapter (Chap. 7) looks at private label and manufacturer brand
research execution.
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7

Private Label and Manufacturer Brand
Research Execution

Overview

This chapter discusses the research execution of the study on the coexis-
tence of private label and manufacturer brands in food product categories
in a grocery retail landscape characterised by high retail consolidation
and concentration. The main aspects discussed in this chapter are data
collection and data analysis procedures. Specifically, the chapter covers
data collection, a pilot study, data analysis, the limitations of the method-
ology and ethical considerations.

Data Collection
Techniques of Data Collection

A number of data collection techniques and sources were considered for
this book in order to ensure that the most appropriate ones were chosen.
A choice was made from the following list: documents; observation
(direct and participant); interviews (Miles and Huberman 1994; Trochim
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2000; Yin 2003, 2013); archival records and physical artefacts (Yin
2003). These sources are considered to be the most commonly used in
case study research (Yin 2003) and are not mutually exclusive.
Documentation, archival records, direct observation and in-depth inter-
views were chosen for this research because of their combined capability
to fully address the evidence requirements of this book. The case research
therefore combines multiple methods of data collection (Eisenhardt
1989) that are triangulated by the researcher (Yin 2003, 2013) to achieve
a more accurate and better understanding of the “whats”, “hows” and
“whys” of the coexistence of manufacturer brands and private label in
FMCG product categories in a highly concentrated marketing environ-
ment. The research involved the collection of both secondary and pri-
mary data. With respect to some specific research issues, the two types of
data complement each other to address the issues. What follows is a fur-
ther discussion of pertinent issues related to secondary and primary data.

Secondary Data

The book makes use of a preliminary research stage that looks at private
label share trends in four developed economies; this background study
informs subsequent research. This study largely employs secondary data
sources, although it is not solely limited to these. It was necessary to
finalise the secondary data collection and analysis stage in this research
before the pilot study and the main research stage. The secondary data
stage provides important qualitative and quantitative background
information (McDaniel and Gates 1998) about manufacturer brands
and private label in the categories, enabling more informed investiga-
tions in the later stages. In certain instances, it may be “wasteful to
collect new information” (Ticehurst and Veal 2000: 46) through pri-
mary research where secondary data exist to address the research issues
adequately. But at the same time, it was also important to ensure that
this case study research, which is set in the realist paradigm, benefited
from the triangulation of findings (Miles and Huberman 1994; Yin
2003, 2013). Therefore, the idea of “corroborating findings” (McDaniel
and Gates 1998: 76) is considered to be paramount. Documentation
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and archival records used, inter alia, as sources of secondary data, have
enabled this corroboration.

Secondary data sources can be divided into two: namely, the company/
companies under research (internal databases) and other external organ-
isations or people (external databases) (McDaniel and Gates 1998). As
regards external providers of secondary data, extra care was taken to assess
the credibility of such sources of evidence. It is generally the case, though,
that well-known commercial/research organisations tend to be more reli-
able, as the continued existence of such organisations largely depends on
the credibility of the data they supply (Saunders et al. 1997: 173). Use
was also made in this research, of a comprehensive checklist developed
for the evaluation of secondary data; this checklist details the overall suit-
ability, precise suitability and costs and benefits (Saunders et al. 1997:
177) of the data.

In-Store Category Observation Study (Primary Data)

This observation study has gone beyond restricted definitions of observa-
tion (e.g. Saunders et al. 1997; Ticehurst and Veal 2000) that seem to
imply that such studies are all about observing people. The author took
the view that observation studies are broad in nature and can be applied
to a wide variety of phenomena (Cooper and Schindler 2001; Gross et al.
1971; Trochim 2000; Yin 2003). Specifically, Cooper and Schindler
(2001) divide observations into two broad types: behavioural observa-
tion, which involves observing persons, and non-behavioural observa-
tion, which involves observing phenomenon like physical situations,
records, processes and so on. The observation study for this research
therefore fitted into the classification of non-behavioural observation
since it examined physical manufacturer brand and private label super-
market category situations related to shelf space, shelf facings, shelf posi-
tion, number of brands/products, and even product quality and other
relevant quantitative as well as qualitative issues.

The quantitative and qualitative information derived from observation
was triangulated with data from secondary sources and interviews, thus
facilitating the convergence of information (Gross et al. 1971; Yin 2003,



154 R. Chimhundu

2013). The category observation data also set the stage for discussions at
the chosen sites. With regard to chronology, therefore, at store sites
observation generally came before interviews, thus facilitating enriched
discussions. The same retail sites chosen for interviews were the sites
where observation studies took place. A category observation form,
developed for this research, was used in the observation study, and a tape
measure was also used in the exercise. The category observation study
took two to two-and-a-half hours to complete in each of the 18 stores
studied. Details of the category observation study undertaken are given
in Tables 7.1 and 7.2. The stores covered are anonymised as per confiden-
tiality agreements with research participants and consent forms were
signed by the participants. The codes QR and ST, subdivided into Q, R,
S and T and then further split into groups Q1 to Q6, R1 to R6, S1 to S3
and T1 to T3, are used to aid anonymisation.

Five forms were completed in each store for each of the food categories
of interest—that is, milk, flour, cheese, breakfast cereals and tomato
sauce.

Table 7.1 In-store category observation study, retail chain QR

Store (and category observation Number of forms
Supermarket chain identification code) completed

Supermarket Q Q1
Q2
Q3
Q4
Q5
Q6

0
Supermarket R R1
R2
R3
R4
R5
R6

wWuuuuuiulwululuuo U

0
Total 60

Source: Table created for this book based on the category observation study
undertaken
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Table 7.2 In-store category observation study, retail chain ST

Store (and category observation Number of forms
Supermarket chain identification code) completed
Supermarket S S1 5
S2 5
S3 5
15
Supermarket T T1 5
T2 5
T3 5
15
Total 30

Source: Table created this book based on the category observation study
undertaken

In-Depth Interviews (Primary Data)

The in-depth interview technique chosen for this book enabled the
researcher to collect “a rich set of data” (Saunders et al. 1997: 215) on the
coexistence of manufacturer brands and private label in the selected prod-
uct categories. Interviews make it possible to dig into and understand the
reasons for the decisions taken (Saunders et al. 1997) by FMCG manag-
ers, in terms of the intentions of the managers as well as their likely reac-
tions to phenomena that have an impact on their business. In addition,
the interview technique enables flexible and responsive interaction
between the interviewer and interview participants, allowing questions to
be made clear to participants, meanings to be probed and discussion
items to be covered from a variety of angles as necessary (Sykes 1991).
The research used the semi-structured process of in-depth interviewing as
it allows prior theory to be accommodated. The in-depth interviews
therefore combined inductive, free-flowing interviewing with deductive,
structured interviewing (Carson et al. 2001).

In-depth interview data were corroborated by data from archival
records, documentation and observational study to take care of the com-
mon problems of “bias, poor recall, and poor or inaccurate articulation”
that are sometimes associated with the interview method of data collec-
tion (Yin 2003: 92). The idea of triangulating interview data using
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multiple data sources is therefore important, as it enables testing for con-
vergence (Parkhe 1993). To further ensure the avoidance of interview
bias, the researcher did not impose a reference frame on the interview
participants, both when asking the questions and when interpreting them
(Easterby-Smith et al. 1991). As advised by Easterby-Smith et al. (1991),
probes were used in such a way that they did not lead participants in a
certain direction. Some of the probing techniques suggested by the same
authors (p. 80) were used as necessary. These included basic probes,
explanatory probes, focused probes and silent probes, as well as drawing
out, giving ideas/suggestions and mirroring/reflecting.

A record of the interview in the form of notes was compiled immedi-
ately after each interview (Healey and Rawlinson 1994; Robson 1993;
Saunders et al. 1997), mainly because, if this is not done, “the exact
nature of explanations provided may be lost as well as general points of
value” (Saunders et al. 1997: 224). This also made it possible to take rel-
evant points into the next interview, as well as allowing continuous reflec-
tion and analysis during data collection. In addition, the interviews were
tape recorded, with permission from the participants. Despite concerns
such as the possibility of inhibiting respondents, the tape recording of
in-depth interviews is quite common (Ticehurst and Veal 2000) and has
positives that arguably outweigh the associated negatives. For this
research, the tape recordings were used for two key benefits: namely, to
enable the compilation of more detailed research interview data, and to
provide a wealth of relevant, accurate quotations.

An interview protocol/checklist was used as an instrument of data col-
lection for the interviews. The items for discussion were based on the
specific research issues and resultant data needs (Ticehurst and Veal
2000). The researcher made use of items for discussion rather than set
questions because each question was shaped “according to the circum-
stances of a particular interview” (Ticehurst and Veal 2000: 98). The
research was pursuing a line of enquiry, but the questions were fluid and
not rigid (Rubin and Rubin 1995). The interview protocol acted as a
guide in this regard. It should be noted that all interview items were
applicable to retailers, manufacturers and consultants, so it was not nec-
essary to devise multiple versions of the interview protocol. Interviews
varied in length, with the longer ones taking slightly over an hour; most
lasted around 40 to 45 minutes. However, in some situations the inter-
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view time was shared between participants, for instance in one supermar-
ket store where three interviews were held separately with three different
participants handling different parts of the interview over an hour or so.
The semi-structured nature of the in-depth interviews conducted, due to
the existence of prior theory, was such that the interviews were more
focused on specific lines of enquiry while at the same time allowing room
for flexibility on other lines of enquiry. Little time was therefore wasted
on issues that were not relevant to the research. Ticehurst and Veal (2000:
97) have noted that such interviews can take “half an hour or more”.

With respect to preparation for and entering the field, the researcher
made contact with case study organisations by telephone initially, to
briefly introduce the research and establish the right contact. Relevant
details of the research followed in the form of a covering letter, informa-
tion sheet for participants and consent form. A follow-up approach was
made soon after, to set up the dates and times of the interviews. Finer
details relating to preparation for interviews, opening the interviews and
conducting the interviews were based on a checklist (Saunders et al.
1997: 231-232) that is in the literature for collecting primary data.
Details of the research interviews undertaken are furnished in Tables 7.3,
7.4,7.5 and 7.6. The interviews have been anonymised as per the agree-
ment with study participants and study organisations. Of the 46 inter-
views conducted, 34 were held face-to-face and 12 by telephone using a
speaker phone. All but one of the interviews were tape recorded for the
later compilation of detailed research interview data.

Table 7.3 Research interviews (retail chain QR)

Mode of
Operation Research participant interview
Regional company head Four senior managers (two interviews Face-to-face
office as one was combined with three
managers)
Regional company (sister One senior manager Face-to-face

company) head office
Supermarket chain Q
Six stores (Q1 to Q6) Nine managers (eight interviews as Face-to-face
one was combined)
Supermarket chain R
Six stores (R1 to R6) Ten managers (ten interviews) Face-to-face

Source: Table prepared for this book based on research interviews conducted
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Table 7.4 Research interviews (retail chain ST)

Operation Research participant Mode of interview

Head office Face-to-face
Supermarket chain S
Stores S1to S3

Supermarket chain T

Stores T1to T3 Three managers (three interviews) Face-to-face

One senior manager

Five managers (five interviews) Face-to-face

Source: Table prepared for this book based on research interviews conducted

Table 7.5 Research interviews (manufacturers/suppliers)?

Organisation

Research participant

Mode of
interview

Manufacturer W1
(Flour & breakfast
cereals)
Manufacturer W2
(Breakfast cereals)

Brand manager

Marketing manager

Face-to-face

Face-to-face

Manufacturer W3a National business manager (key Telephone
(Milk & cheese) accounts)

Manufacturer W3b Sales director Telephone
(Flour)

Manufacturer W4 Brand manager Telephone
(Breakfast cereals)

Manufacturer W5 CEO Face-to-face
(Breakfast cereals)

Manufacturer W6 Marketing manager Telephonic
(Tomato sauce)

Manufacturer W7 Marketing manager Telephone
(Other FMCG)

Manufacturer W8 General manager Telephone
(Other FMCQG)

Manufacturer W9 Business development manager Telephone
(Milk)

Manufacturer W10 Managing director Telephone
(Cheese)

Manufacturer W11 Owner Telephone
(Tomato sauce)

Manufacturer W12 Food division manager Telephone
(Flour)

Source: Table prepared for this book based on research interviews conducted
*Reprinted from Australasian Marketing Journal, Vol. 23 No. 1, Chimhundu
et al., Manufacturer and retailer brands: Is strategic coexistence the norm?

Page 54, Copyright (2015), with permission from Elsevier
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Table 7.6 Research interviews (consultants)?

Organisation Research participant Mode of interview
Consulting company Y1 Director Face-to-face
Consulting companyY2  Business development manager Telephone
Consulting company Y3 Managing director Telephone

Source: Table prepared for this book based on research interviews conducted

2Reprinted from Australasian Marketing Journal, Vol. 23 No. 1, Chimhundu
et al., Manufacturer and retailer brands: Is strategic coexistence the norm?
Page 55, Copyright (2015), with permission from Elsevier

Pilot Study

The research made use of a pilot study. The objectives of the pilot study
were to assist in the development of “relevant lines of questions” (Yin
2003: 79) and to test the appropriateness of the interview protocol and
the in-store category observation form. The selection of these pilot study
organisations was largely based on “convenience, access, and geographic
proximity” (Yin 2003: 79). The pilot study consisted of five interviews
and two category observation exercises, as follows. Retail chain QR: one
supermarket store, Code Q; joint, face-to-face interview with two man-
agers; trial in-store category observation carried out. Retail chain ST: one
supermarket store, Code T; face-to-face interview with one manager; trial
in-store category observation carried out. Manufacturers: food manufac-
turing company; interview with managing director (by telephone).
Industry analysts: international marketing research firm; interview with
marketing and communications executive (by telephone). Data house in
the food and grocery industry: interview with industry analyst, by
telephone.

The pilot study was used to shape the main study in four ways. Firstly,
it confirmed that all the five categories chosen had private label brands
in them. Secondly, in the supermarkets, research interviews would
come after category observation (wherever possible) in order to allow
the shelf data gathered to be part of the discussions. Thirdly, category
observation and measurement would be done only once in each store
(not twice as initially planned) since shelf space, facings and positions
allocated to participating brands and products do not change on a daily
basis, but only after a category review every few months. Fourthly,
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adjustments to the interview protocol and category observation form
were made.

Data Analysis

The approach to analysing data for this book was that “the essence of any
analysis procedure must be to return to the terms of reference, the con-
ceptual framework and the questions or hypothesis of the research”
(Ticehurst and Veal 2000: 100); a stance shared by a number of other
researchers (e.g. Brown 1996; Perry 1998a, b; Yin 2003). Therefore,
interview data, in-store category observation data and data on private
label share trends were systematically analysed against each of the specific
research issues, as a way of testing for adequacy. The data analysis proce-
dure adopted therefore involved “examining, categorizing, tabulating,
testing, or otherwise recombining” qualitative and quantitative evidence
to address the specific research issues (Yin 2003: 109) and conceptual
framework of the study developed in the research issues chapter (Chap.
5). By so doing, the analysis of the information did not lose focus on
addressing the research problem (Perry 1998b).

The general analytic strategy adopted by the research was along the
lines of Yin’s (2003) alternative strategy of relying on theoretical proposi-
tions. The data analysis framework used consisted of three components:
data reduction, data display, and conclusion drawing and verification
(Miles and Huberman 1994). Details of the data analysis components
and respective analytical tasks are outlined in Table 7.7. Although not all
items listed in this table were employed, most were.

The three components, data reduction, data display and conclusion
drawing/verification were treated as being interwoven throughout the
entire research process, that is, before, during and after the collection of
data (Miles and Huberman 1994). However, the bulk of the analysis of
data was done after collection. Although the three components of data
analysis are applicable to secondary data, category observation data and
in-depth interview data, not all items listed in the “Analytical tasks
involved” column of Table 7.7 are applicable to all three. In addition to
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Table 7.7 Components of data analysis

161

Analytical tasks

Level of
analytical

Component  General process involved abstraction

Data The process of Tasks include: Summarising
reduction selecting, focusing, — Writing summaries  and

simplifying, — Writing analytical packaging
abstracting and notes the data
transforming the data - Coding
that appear in — Identifying themes
written-up field notes - Making clusters
or transcriptions. - Making partitions

- Memos

Data display  The organised, Use of: Repackaging

compressed assembly - Matrices and
of information that - Charts aggregating
enables one to see — Networks the data
what is happening, - Searching for
and permits relationships
conclusion drawing
and verification.

Conclusion The process of Noting and confirming Developing
drawing and  attaching meaning to  the following: and testing
verification the information and — Regularities propositions

giving confirmation. — Patterns to construct
- Explanations an

— Possible explanatory

configurations framework

Causal flows
Propositions

Source: Developed from Miles and Huberman (1994) and Carney (1990) for this

book

the general data analysis framework shown in Table 7.7, additional issues
related to the analysis of secondary data, in-store category observation
study data and in-depth interview data for this research are explained next.

Secondary Data

Quantitative data on long-term private

label share trends were subjected

to time series analysis using a common algorithm, the moving average
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(Saunders et al. 1997). Graphs were used to display the data, thereby
revealing patterns that were then interpreted. This part of the study
formed part of the preliminary research stage of the book. The prelimi-
nary study has made a contribution to the marketing academic literature,
since a journal article based on it (Chimhundu et al. 2011) has been
published in a prestigious peer-reviewed journal.

In-store Category Observation Data

The data collected on shelf space, shelf facings, shelf position, and num-
ber of brands and products were largely quantitative in nature, although
there are some qualitative aspects. The data were compiled per category
and per store and displayed in matrix and tabular form. Comparisons
between manufacturer brands and private label were then made. Both
within-case and cross-case comparisons were made. The actual shelf data
tables and condensed tables, however, are not shown in this book for
confidentiality reasons.

Interview Data

The in-depth interview data collected were largely qualitative in nature.
While interview notes were compiled and key themes identified and
refined throughout the data collection process, the main part of the anal-
ysis came after data collection. The main part of the interview data analy-
sis was approached as follows.

The researcher compiled detailed research interview data from the
interview tapes and notes. The researcher did their own transcription in
order to capitalise on the advantage of gaining familiarity with the data,
as suggested by Gibbs (2007: 15).

It gives you a chance to start the data analysis. Careful listening to tapes
and reading and checking of the transcript you have produced means that
you become very familiar with the content. Inevitably you start to generate
new ideas about the content.
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Ultimately, the researcher was interested in the meanings of the data
(Arksey and Knight 1999). Although detailed research interview data
were produced, this was done to the level appropriate for the require-
ments of this research, as transcription can be done at a number of levels
(Arksey and Knight 1999; Gibbs 2007; Silverman 2004a, b). It was
therefore not necessary to do it to the level required by “linguistic
researchers and those interested in discourse analysis” (Arksey and Knight
1999: 141). While every relevant detail of the interviews was captured in
the written account, things like digressions and superfluous material were
left out. Moreover, while the research interview data are abundant with
verbatim quotations from participants, there are parts that were recon-
structed as interview notes, which was done in such a way that meaning
was not lost. In addition, it is noted that for studies that make use of
mixed methods and where an interview guide is employed, with “topic
areas pre-specified on an interview guide but the researcher [varying] the
wording or order of questions depending on the participant”, the research
interview data produced may not necessarily have to follow the strict
verbatim transcript approach (Halcomb and Davidson 2006: 39). This
research has made use of in-store category observation data and private
label share trend data in combination with the qualitative study, and
although it is largely qualitative in nature, it includes an element of mixed
methods research.

The research interview data were coded. Codes were derived from prior
theory (and from the interviews) as the research was pursuing certain
lines of enquiry in the context of relevant themes. Thematic coding
(Gibbs 2007; Krippendorft 2004; Trochim 2000) was therefore judged to
be appropriate for this research. A list of codes was compiled (see
Appendix) to make it easier to manage the large volumes of data. A hard
copy of the research interview data was printed out and coded using a
highlighter, with the relevant codes written in the margin with a pen. In
a number of instances, particular texts were actually assigned two or more
codes where there was overlap. Sections with similar codes were then
grouped together on the soft copy of the Microsoft Word document and
analysed for meanings and patterns. A template of the research issues was
also created in MS Word and all coded data relevant to each specific
research issue were grouped under each respective issue and further anal-
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ysed for meanings and patterns. Relevant tables were created addressing
the specific research issues. Quotations that would be used as text evi-
dence were selected. It should be noted that computer packages such as

NUD*IST were not employed in this process due to the fact that

they are not essential for realism research because realism researchers do
not need to map all the details of the interviewee’s subjective reality, they
merely look through some parts of the reality at an external reality and
manual coding of interviews can be adequate for this process. (Perry et al.

1999: 19)

Repackaged interview data therefore largely appeared in the form of
tables and matrices. Both within-case and cross-case analysis was con-
ducted. While within-case analysis mainly involved the coding of infor-
mation (labelling data), memoing (theorising ideas about codes and their
relationships), analysing meanings and patterns and developing proposi-
tions, cross-case analysis looked for similarities and differences between
patterns (Miles and Huberman 1994; Perry et al. 1999). Replication
logic was employed in cross-case comparisons. Quotations from inter-
views were used to support theoretical points.

Triangulation of Evidence

Triangulation of secondary data (from documentation and archival
records), in-store category observational data and in-depth interview data
is key to the outcomes of this research book. An attempt was made to
employ most of the four types of triangulation identified by researchers—
in other words, data, methodological, investigator and theory triangulation
(Denzin 1989; Patton 1987). Data triangulation and methodological tri-
angulation were achieved through the use of different sources of informa-
tion and methods of data collection (in-depth interviews, category
observation, documentation and archival records). Furthermore, research
participants were given a chance to validate research interview data soon
after its compilation. Theory triangulation was achieved through the delib-
erate use of multiple perspectives in approaching empirical findings.
Furthermore, emergent theories were compared with the extant literature.
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Limitations of Methodology

This section summarises what critics of case study research consider to be
potential weaknesses of the methodology and discusses how this research
dealt with the respective limitations. A number of authors have contrib-
uted to the discussion on the arguments against case research (e.g.
Bonoma 1985; Firestone 1993; Parkhe 1993; Silverman 2004a, b; Yin
2003, 2013). Their contributions suggest that their main concerns about
such research are that it lacks rigour and has little basis for scientific gen-
eralisability. Other concerns include the perception that the case study
methodology takes too long (often resulting in a lengthy narrative), and
the idea that case study research is only appropriate for the exploratory
stages of quantitative research projects.

With regard to the issue of apparent lack of rigour, case studies have
been associated with anecdotalism, investigator bias (the selection of facts
to fit preconceived positions), inadequate documentation and a general
lack of systematic approach. This book has adopted an approach that is
considered in the literature (Yin 2003) to be rigorous and systematic. It
includes making use of prior theory, using multiple sources of evidence,
establishing a chain of evidence, allowing interview participants to review
interview data/transcripts, addressing rival explanations, using replica-
tion logic, using a case study protocol and developing a case study data-
base. In addition, systematic analysis of case study evidence largely based
on Miles and Huberman (1994) and Gibbs (2007) was employed. These
measures, among others, have brought in a good measure of validity and
reliability to the research.

On the issue of there being little basis for scientific generalisability, Yin
(2003, 2013) has noted that the question of how one could generalise
from a single case can partly be taken care of by the multiple-case design,
which should be regarded as “a multiple set of experiments” (p. 10). This
research adopts a multiple-case design. Researchers have identified three
types of scientific generalisation as sample to population extrapolation
(statistical generalisation), analytic generalisation and case-to-case trans-
fer; analytic generalisation and case-to-case transfer are considered to be
applicable to case study research (Firestone 1993). Some researchers have
warned that it is a misconception to expect statistical generalisation from
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case research. They argue that case studies “are generalisable to theoretical
propositions and not to populations or universes [...] in doing a case
study, your goal will be to expand and generalise theories (analytic gener-
alisation) and not to enumerate frequencies (statistical generalisation)
(Yin 2003: 10). This book seeks analytic generalisation and not statistical
generalisation.

The concern about case research taking too long and resulting in huge
documents is normally associated with ethnographic research (Yin 2003).
This book is not set in the ethnographic mode. The last criticism, that
case study research is only appropriate for the exploratory stages of big-
ger, quantitative research projects, can be regarded as a misconception
because case study research is a full methodology in its own right, which
has been and can be used successfully in exploratory, descriptive or
explanatory studies (Yin 2003, 2013).

»

Ethical Considerations

Ethics in research refers to the appropriateness of the researcher’s behav-
iour in relation to the rights of people (and organisations) who become
the subject of the researcher’s work or are affected by the research in one
way or another (Saunders et al. 1997). It is important to observe research
ethics because unethical behaviour can adversely affect research partici-
pants, the researcher and the results of the research (Patton 1990). A
number of authors have devoted either whole sections or chapters to ethi-
cal considerations in a way that underlines the importance of proactive
behaviour in dealing with ethics in research (e.g. Miles and Huberman
1994; Saunders et al. 1997; Trochim 2000; Wells 1994). This book has
derived its ethical guidelines from a combination of sources that include
Saunders et al. (1997), Trochim (2000) and others.

This book observes ethical issues at all stages, that is, the design and
initial access stage, data collection stage, and analysis and reporting stage,
as advised by Saunders et al. (1997). In summary, the key ethical issues
considered include: ensuring voluntary participation and informed con-
sent (Trochim 2000); being honest with participants about why the
research is being undertaken and how the data are going to be used;
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respecting prospective and current participants’ rights to privacy; main-
taining objectivity during data collection, analysis and reporting; respect-
ing assurances about the confidentiality of data; respecting assurances
about anonymity; and considering the collective interests of participants
in the way the researcher uses the data provided (Saunders et al. 1997).
The “code of behaviour appropriate to academics and the conduct of
research” (Wells 1994, p, 284) was accessed and used by the author to
compile an application for ethics approval for this research, which was
granted.

Chapter Recap

This chapter has discussed the execution of the research that forms the
basis of this book. The chapter has specifically addressed data collection,
pilot study, data analysis, limitations of the methodology and ethical con-
siderations. Chapter 8 addresses empirical evidence on the coexistence
of private label and manufacturer brands.
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Empirical Evidence on the Coexistence
of Private Label and Manufacturer
Brands

Overview

This chapter reports the results of the intensive study carried out on
private label and manufacturer brand coexistence in the consumer goods
industry. Specifically, it includes: a restatement of the research issues;
case summaries; discussions on the balance between private label and
manufacturer brands, and balance in a highly concentrated grocery retail
landscape; comparative capacity for production innovation and category
support; the role of consumer choice; the nature of coexistence between
private label and manufacturer brands, and the role of power in that
coexistence.

A Restatement of the Research Issues

The primary research question of this book is: How do manufacturer
brands and private label coexist in FMCG/supermarket product categories in
a grocery retail landscape characterised by high retail concentration, and how
relevant is power to this coexistence?
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The primary research question has been decomposed into three subsid-
iary research questions, and these are: Does a grocery retail environment
characterised by high retail concentration lead to an overdominance of pri-
vate label in relation to manufacturer brands in FMCG/supermarket prod-
uct categories? How important are aspects of strategic dependency between
manufacturer brands and private label in determining the nature of coexis-
tence between the two types of brands in FMCG/supermarket product
categories? In an FMCG/supermarket landscape characterised by high
retail concentration, and direct competition between brands owned and
managed by owners of the grocery retail shelves and those owned and man-
aged by their suppliers, what is the role of power in the coexistence relation-
ship between the two types of brands in the product categories?

These research questions have given rise to a series of research issues that
can be divided into three major themes, namely: the balance between man-
ufacturer brands and private label in the categories (research issues 1, 2a,
2b and 2c¢); innovation, category marketing support and consumer choice
(research issues 3a, 3b, 4a, 4b, 4c and 5); and category strategic policies on
the coexistence of private label and manufacturer brands (research issues 6
and 7). The research issues are outlined in the following section.

Balance between Manufacturer Brands and Private
Label in FMICG Product Categories

Research Issue 1: What is the general nature of the state of balance between
private label and manufacturer brands in FMCG product categories?

Research Issue 2a: In a grocery retail landscape characterised by high
retail concentration, what is the nature of the state of balance between
private label and manufacturer brands in FMCG product categories?

Research Issue 2b: How does the balance between private label and man-
ufacturer brands in FMCG product categories compare by category?

Research Issue 2c: How does the balance between private label and
manufacturer brands in FMCG product categories compare between
grocery retailers?
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Product Innovation, Category Marketing Support
and Consumer Choice

Research Issue 3a: How do private label and manufacturer brands com-
pare on capacity to innovate in the FMCG product categories?

Research Issue 3b: How do private label and manufacturer brands compare
on capacity to contribute to category marketing support and development?

Research Issue 4a: What is the state of awareness of FMCG retailers on
the comparative capacity of private label and manufacturer brands to
innovate and give marketing support to the product categories?

Research Issue 4b: What is the strategic stance of the FMCG retailers
with respect to this comparative capacity to innovate and give marketing
support to the product categories?

Research Issue 4c: How is this strategic stance related to policies on the
coexistence of private label and manufacturer brands in FMCG product
categories?

Research Issue 5: What role is played by consumer choice in shaping the
coexistence of private label and manufacturer brands in FMCG product
categories?

Category Strategic Policies on the Coexistence
of Private Label and Manufacturer Brands in FMCG
Product Categories

Research Issue 6: What is the nature of the coexistence relationship
between private label and manufacturer brands in FMCG product cate-
gories and how is it driven?

Research Issue 7: What role is played by power in the mode of coexis-
tence between private label and manufacturer brands in FMCG product
categories?
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Case Summaries: FMCG Categories
and Grocery Retailers

The information that is presented in this section is derived from a num-
ber of sources that include websites, company reports and research inter-
views. Some of the information, however, has been withheld to preserve
the anonymity of contributors. This is particularly so in the case of spe-
cific information about the FMCG retail chains. Most of the information
on the product categories is derived from interviews carried out within
the retail groups, anonymised for instance as QR1, QR2, ST1 and so on.

FMCG/Supermarket Categories
Milk Category

Within the supermarkets, milk and milk products are grouped into a
number of different categories and aisles such as standard milk, cream,
flavoured milk and long-life milk. This study largely focuses on standard
milk/fresh milk, although in the process, the other subcategories are
made reference to. The standard milk category is a fairly commoditised
category. Despite this, a considerable amount of product innovation is
taking place within it. While private label would generally be more prof-
itable to retailers than manufacturer brands, margins in the milk category
have largely been eroded by the competitive activity between the rival
grocery retail chains. As far as the management of this category is con-
cerned, both the retailers and the manufacturers have an input.

Flour Category

The flour category incorporates different types of products that include
high-grade, self-raising, standard, wholemeal and gluten-free flour. The
category is also a largely commoditised one. Again, a considerable amount
of product innovation is taking place. From a profit point of view, private
label brands generally offer the retailers higher margins than manufac-
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turer brands. Moreover, in managing this category, both retailers and
manufacturers have an input.

Cheese Category

Cheese can be divided into standard cheese, speciality cheese and cul-
tured products, and within the supermarket, these are separate categories.
The study focuses on standard cheese. Products that can be found in the
standard cheese category include block cheese, grated cheese and sliced
cheese. There is a higher level of innovation in the speciality segment,
although there is still a considerable amount of innovation in the standard
cheese category. As far as commoditisation is concerned, it depends on
the segment; for instance, standard cheese tends to be more inclined
towards commoditisation. The segment is also generally price driven,
with whatever is on promotion selling more. In the management of this
category, there is input from both manufacturers and retailers.

Breakfast Cereals Category

The breakfast cereals category consists of a relatively high number of sub-
categories that include cornflakes, muesli, wheat biscuits, oats, crackers,
and branded cereals such as Coco Pops and Rice Krispies. The category is
a non-commoditised one and a good deal of product innovation is taking
place. In certain subcategories such as cornflakes, technological sophisti-
cation is much higher than, say, in the milk and flour categories. Generally,
private label brands have higher margins than manufacturer brands in
this category, and in the management of the category, there is input from
both the manufacturers and the retailers.

Tomato Sauce Category

This category belongs to the larger product group of sauces. The tomato
sauce category can be divided into canned and bottled. The category is
non-commoditised and there is a considerable degree of innovation taking
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place around the product and packaging. In terms of profit margins, pri-
vate label brands tend to return higher margins for the retailers than man-
ufacturer brands. Furthermore, with regard to management of the category,
both the manufacturers and the retailers have an input.

Grocery Retail Chains and Selected Supermarket
Groups

The New Zealand grocery retail industry is highly concentrated by world
standards. It is largely a duopoly. Sources place the two-firm concentration
ratio of this industry as being between 95 and 98%. The two umbrella retail
chains are both giants in this industry but they are different in terms of their
structures. One is a decentralised organisation that is run as a cooperative
and has regional companies (regional cooperatives) and owner-operated
stores. For this retail chain, the main focus of this research is on one of its
regional companies. The other retail chain is run as a pure retail chain that
is centralised. Therefore, there are differences in the levels of autonomy
between the two grocery retail chains. There is a higher level of autonomy
within the operating units of the former (including store level autonomy)
than there is within the latter. The two retail chains have been anonymised
as QR and ST. Both retail organisations have branded supermarket chains
within them and two from each were selected for this research (anonymised
as Q and R for one retail organisation, and S and T for the other).

Balance Between Private Label
and Manufacturer Brands

Analysis of Research Issue 1

Research Issue 1: What is the general nature of the state of balance between
private label and manufacturer brands in FMCG product categories?

A preliminary study was undertaken that sought to examine private
label and manufacturer brand long-term share trends, and to establish the
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relationship of these trends to FMCG retail concentration and to retailer
category strategy on manufacturer brands and private label. The study
made use of statistical data on aggregate private label share trends as well
as other data from four developed economies: the UK, the USA, Australia
and New Zealand. The grocery retail concentrations of these four coun-
tries are: the UK, 65% and the USA, 36% (ACNielsen 2005), with both
figures being five-firm concentration ratios; Australia, 74% with a two-
firm concentration ratio (Anonymous 2005); and New Zealand, 98%,
also with a two-firm concentration ratio (ACNielsen 2005). Data
collected on private label share trends from these four economies covered
a period of 14 years and were analysed using time series analysis (moving
average). The results indicate that there are long-term equilibrium points
between private label and manufacturer brands in grocery product cate-
gories (Chimhundu et al. 2011).

As an additional dimension, a further study introduced quality tiers of
private label into the examination of private label-manufacturer brand
coexistence. It investigated to what extent the different quality tiers of
private label can affect the general nature of the equilibrium between
private label and manufacturer brands. The same time-series trends in the
four countries were analysed against the retail concentration and private
label quality spectrum in the four countries. It was found that there are
two states of equilibrium between private label and manufacturer brands,
and these are premature and mature equilibrium. Premature equilibrium
is a lower level equilibrium where private label share stabilises at a lower
level. This happens when only low-quality tiers of private label brands are
used and/or when the grocery retail industry has a low level of consolida-
tion/concentration. Mature equilibrium is the stabilisation of private
label share at a higher level, and this happens when full exploitation of
the private label spectrum is employed in a high-concentration grocery
retail environment (Chimhundu and Chadee 2013).

With respect to research issue 1, the following research propositions
can be advanced:

Research Proposition 1a: Equilibrium points exist in the aggregate long-
term share trends of private label and manufacturer brands in FMCG
product categories.
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Research Proposition 1b: There are two possible states of equilibrium,
premature and mature equilibrium, in the long-term share trends of pri-
vate label and manufacturer brands in FMCG product categories.

These findings were taken as a foundation, and it was necessary to go a
step further by conducting a more detailed analysis of the coexistence of
the two types of brands in one of the four markets, using subsequent
research issues. The FMCG/supermarket industry is that of New Zealand,
and the industry has a very high retail consolidation and concentration as
has already been indicated. In analysing the research issues from here
onwards, research interview quotations' are used, in addition to other
research evidence.

Balance in a Highly Concentrated Grocery
Retail Landscape

Analysis of Research Issue 2a

Research Issue 2a: In a grocery retail landscape characterised by high
retail concentration, what is the nature of the state of balance between
private label and manufacturer brands in FMCG product categories?

High retail concentration naturally gives retailers power over manufac-
turers. From a profit point of view, it was also established that private
label brands generate higher margins for the retailers than manufacturer
brands. Under such circumstances, it is reasonable to expect the retailers
to want to implement a strong share growth regime for their private label.

'Some of the research interview quotations in this chapter were previously published in the following
Jjournals:International Journal of Business and Management, Vol. 5 No. 9, Pages 13, 14, 15 and 16
(Chimbhundu et al. 2010), Copyright Canadian Centre of Science and Education 2010.

International Journal of Marketing Studies, Vol. 4 No. 6, Page 41 (Chimhundu 2012), Copyright
Canadian Centre of Science and Education 2012.

Asia Pacific Journal of Marketing and Logistics, Vol. 27 No. 3, Pages 374, 375, 376 and 377
(Chimbhundu et al. 2015), Copyright Emerald 2015.

Australasian Marketing Journal, Vol. 23, Pages 54, 56 and 57 (Chimbhundu et al. 2015), Copyright
Elsevier 2015.

Journal of Brand Management, Vol. 23 No. 5, Pages 32, 33 and 35 (Chimhundu 2016), Copyright
Macmillan Publishers 2016.
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The question of equilibrium between private label and manufacturer
brands in grocery retail categories in New Zealand is looked at in this
section from an overall retail chain perspective. The main discussions per-
taining to this topic were conducted with senior level managers. A total
of seven senior managers provided information on this issue.

A senior manager at retail chain QR said: “Overall, we [the grocery
retail chain] are currently at around about 12.6[%] dollar share nation-
ally in all categories [...] and ideally we would like to get it up to around
15[%]” (Interview QR2). Another senior manager stated: “Private label
in the [region] overall has about 14% share of total private label business.
In [this regional company] it’s about 13.8%” (Interview QR3).

This state of affairs shows that there is no big difference between the
aggregate share situation established by the preliminary study (which
took into account data only up to 2005) and this retail chain’s situation
at the time of the main study, when the interviews were conducted with
the managers. There has not been a significant increase in the size of the
private label (in relation to the manufacturer brand) as might be expected
in an environment characterised by high retail consolidation and concen-
tration. There has, however, been a share rise of a limited nature.

On the same issue, the situation at the other grocery retail chain (char-
acterised as ST) is summarised in the statement: “At the moment we are
only about 15% [private label share]” (Interview S3). Again, this situa-
tion is not radically different from the earlier, aggregate share results of
the preliminary study. It is not too different either from the share situa-
tion of the other retail chain, QR. Therefore, these results of the main
study for the New Zealand grocery retail industry are in line with the
findings of the preliminary study on private label trends.

The discussion was taken a step further to establish the expectations of
the retail chains as far as the balance between private label and manufacturer
brands is concerned, and the rationale associated with such a balance.

With respect to grocery retail chain QR, two senior managers gave
comments. In Interview QR2, one said:

It is difficult for us to go from 12.6% dollar share to 15%s; it’s a significant
increase. We are in most of the categories in the stores, so it’s difficult for us
to get another point one of a share point, let alone another three share
points [...]. That’s by no means an easy task. (Interview QR2)



180 R. Chimhundu

In Interview Q1, the other senior manager said: “What we have stated as
a company is that we want to increase private label by 0.5% share every year
for the next five years.” The manager added: “Depending on the category, if
you are looking at overall, I would say anything that is above 20% would
have an effect on the category or an effect on the total business.” These three
comments actually indicate modest expectations and ambitions on the part
of the private label in its coexistence with the manufacturer brand in this
retail chain. There does not appear to be a burning desire for, or aggressive
stance towards, radically boosting private label share in relation to manufac-
turer brands. Delving into some of the reasons for these modest expecta-
tions and ambitions, the discussions yielded comments related to specific
factors, some of which are investigated in-depth in the analysis of later
research issues. These factors include the role of innovation in the categories,
the role of consumer choice and the small size of the New Zealand market.

With regard to the statement that “anything that is above 20% would
have an effect on the category or effect on the total business” (Interview
QR1), this research participant further indicated that the negative impact of
private label dominance would in fact be on “innovation and spend. If pri-
vate label becomes too big, then the proprietary brand will withdraw from
marketing, innovation [...]; and that’s where it [innovation] all comes from
because private labels aren’t innovators.” This is a recognition that the need
for product innovation in the categories by manufacturer brands is an inte-
gral part of how manufacturer brands and private label should be balanced
in the categories. While withdrawal from marketing and innovation is one
aspect, another aspect related to it in the New Zealand context is supply:

If we do that strategy [private label dominance] over here, we would probably
end up shutting down most of the manufacturers in New Zealand because if
they can't support their own brand, they can't exist to support private label.
It’s very much a balance. We will have to work in harmony. (Interview QR2)

In addition, consumer choice is seen as an important consideration in
balancing the two types of brands, and such choice is seen as not being
achievable through private label dominance: “Consumers want to come
into our stores and have choice [...]. They want private label offering and
branded players” (Interview QR2).
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Furthermore, the small size of the New Zealand market plays a part in
the determination of the appropriate balance between private label man-
ufacturer brands:

The New Zealand market is too small for private label to have dominance
overall in the categories and across all categories in the stores. There would
always need to be a balance between private label and proprietor brands, so
we would never want to get to a situation where the private label is the
dominant player in all the categories. (Interview QR2)

While issues related to innovation (and the need to take care of suppli-
ers in the categories), consumer choice and the small size of the New
Zealand market seem to have a stake in the balancing of manufacturer
brands and private label in retail chain QR, as discussed, it is also worth
having a look at the situation regarding these issues in retail chain ST for
comparison purposes.

An earlier statement established the current state within retail chain
ST: “At the moment we are only about 15% [private label share]”
(Interview S3); further comments relating to the retail chain’s private
label expectations and ambitions are given below. It should be noted,
however, that this particular comment was made at store/branch level:

Our target is to get 60% in private label sales [...] overall [...]. In some
stores it’s more [than 15%)]. We realistically think that we can have 40%
easily and at a push, we can get to some of the European and American
stores where they have got 50% private label. (Interview S3)

While the high figures indicated could not be triangulated with data
provided in other interviews in the same retail chain (ST), the comment
reflects a more ambitious and aggressive approach to private label. How far
this goes could not be established with certainty, but what seems to be sup-
ported by the other interviews is that this retail chain is more ambitious
than the other one in relation to its private label plans. This could be taken
as an area of difference between the two grocery retail chains in New
Zealand, with one (retail chain QR) having modest ambitions and the
other (retail chain ST) having more than modest ambitions. The differences
in retailer strategic objectives in this regard are reflected in this quotation:
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Some retailers may want to drive their private label share as high as possible
and other retailers are saying [...] “we don’t want to go all the way” [...]
because they have a different philosophy and different strategy, and may
talk about leaving it to the supplier to bring innovation. And again, the
innovation of the supplier flows through to private label unless you drive a
business that is a pure private label business only [...]. (Interview W3a)

What is important to note, though, is that even with the retail chain
that has bigger private label dominance ambitions, there is still an
acknowledgement of the necessity for private label and manufacturer
brands to coexist. The difference, therefore, lies only in the perception of
where the ultimate equilibrium should lie. As stated by a senior manager
at the head office of the ST chain, “We certainly don’t see private label
being entirely dominant and being the only offer in the categories”
(Interview ST1). Factors such as the need for innovation in the catego-
ries, the need to take care of suppliers, the small size of the New Zealand
market and consumer choice were expressed within both retail chain QR
and retail chain ST, as is discussed next.

Commenting on why coexistence is important and why private label
dominance is suboptimal, one manager had this to say: “I guess we need
to continue to have total category innovation so that they supply [...]
private label” (Interview ST1). The manager noted the importance of
maintaining an equilibrium point the retail chain must not go beyond,
otherwise “The point comes where suppliers stop innovating” (Interview
ST1). Very high retail consolidation and concentration would not neces-
sarily lead to private label overdominance:

I guess New Zealand is such a small market [...]. We see a lot of room for
movement in terms of private label to grow [...] as an organisation, but we
also see the need and balance, for manufacturer brands to continue to help
us drive innovation in the categories. So, private label will be a key differ-
entiation factor versus our competitors; versus also the manufacturer

brands. (Interview ST1)

On the same issue of not going beyond a certain percentage as far as
private label share/penetration is concerned, this manager gave the justi-
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fication that “You still have got to look after your suppliers because at the
end of the day, they have got a place in the marketplace as well, and it’s to
no one’s benefit to get rid of the suppliers” (Interview S3). In Interview
ST1, in addition, the importance of consumer choice in the equation was
expressed.

The evidence provided in this discussion under research proposition
2a supports the existence of equilibrium between manufacturer brands
and private label; Part of this work has appeared previously (Chimhundu
et al. 2015). This topic is looked at, in this discussion, from the view-
point of the very high retail concentration in New Zealand not having
translated itself into a radical share increase on the part of private label.
Despite the private label ambitions of the two retail chains, which are
both geared towards increasing private label penetration from current
levels, there is still an end in sight at both retail chains; a point beyond
which the private label will not go, either by way of being unable to or
not wanting to go, and this brings about the ultimate equilibrium.
Therefore, with respect to research issue 2a (In a grocery retail landscape
characterised by high retail concentration, what is the nature of the state
of balance between private label and manufacturer brands in FMCG
product categories?), the discussion in this section gives rise to the fol-
lowing research proposition:

Research Proposition 2a: In a grocery retail landscape characterised by
high retail concentration, there is an existence of equilibrium points
between private label and manufacturer brands in FMCG product
categories.

Analysis of Research Issues 2b and 2c

Research Issue 2b: How does the balance between private label and man-
ufacturer brands in FMCG product categories compare by category?

Research Issue 2c: How does the balance between private label and
manufacturer brands in FMCG product categories compare between
grocery retailers?
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This section is based on the results of the category observation exercises
that were carried out. The tables with the data have not been included in
this book for confidentiality reasons. A comparison of the categories
studied shows that there are differences in private label penetration in
these categories. Categories such as milk and flour have high private label
penetration, while categories such as breakfast cereals and tomato sauce
have relatively low private label penetration. The differences between cat-
egories were echoed in the interviews in both retail chains. At retail chain
QR, “When you start splitting it down from category to category, it dif-
fers significantly” (Interview QR2). And at retail chain ST,

Where it’s a lot of highly commoditised categories, we would want to
increase share. Sometimes in highly commoditised categories, it’s not our
intent to increase our share to over the dominant position. (Interview ST1)

Therefore, contributing to the aggregate private label share discussed
earlier are different degrees of balance between manufacturer brands and
private label in the categories. These differences are also reflected in a
variety of other aspects studied, such as shelf space and facings, shelf posi-
tion and number of brands and products in the categories. In relation to
research issue 2b (How does the balance between private label and manu-
facturer in FMCG product categories compare by category?), the discus-
sion in this section gives rise to the following research proposition:

Research Proposition 2b: The balance between private label and manu-
facturer brands in FMCG product categories differs from category to
category.

Furthermore, while there are differences between categories, it was also
found that the situation within the supermarket chains Q and R (grocery
retail chain QR) and S and T (grocery retail chain ST) is not the same,
whether one analyses it by grocery retail chain or by supermarket chain.
Each was found to have measures that were different in relation to the
others. However, between the two grocery retail chains and between their
individual supermarket groups, there is a similar pattern where similar
categories have high levels of private label penetration (e.g. milk and flour
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in both retail chains QR and ST) and low levels of private label penetra-
tion (e.g. breakfast cereals and tomato sauce). In this respect, regarding
research issue 2c (How does the balance between private label and manu-
facturer brands in FMCG product categories compare between grocery
retailers?), the discussion in this section gives rise to the following research
proposition:

Research Proposition 2c: The balance between private label and manu-
facturer brands in FMCG product categories differs between grocery
retailers but follows a similar pattern across similar categories of the dif-
ferent grocery retailers.

In addition, it is only in a limited number of situations that the private
label is seen as being slightly overexposed. There are some situations in
which the manufacturer brand has been overexposed as well. From a mer-
chandising perspective, therefore, the private label has not dominated the
manufacturer brand. In most categories, manufacturer brands still domi-
nate. Moreover, a strategy that was found to be common within all five
main categories studied and all four supermarket groups was the practice
of displaying private label close to leading manufacturer brands. A fur-
ther discussion of these aspects of coexistence will be conducted in the
exploration of later research issues that deal with strategic issues related to
the management of the categories.

Comparative Capacity for Product Innovation
and Category Support

Analysis of Research Issue 3a

Research Issue 3a: How do private label and manufacturer brands com-
pare on capacity to innovate in the FMCG product categories?

This research issue is addressed from two complementary points of
view: capacity for product innovation and rate of product innovation.
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With regard to capacity for innovation, Table 8.1 was prepared from
research interviews and other information collected from company web-
sites. A description of resource and expertise requirements for innovation
was established in the interview process, particularly in an interview car-
ried out with one consultant, and then based on the information col-
lected via interviews, websites and documentation, an assessment of each
respective retail and manufacturer organisation was made to determine
the organisation’s capacity to undertake product innovation related activ-
ities in house. The R&D resources and expertise requirements that were
taken into account include product development laboratories, pilot
plant, computer software, food labelling software, and technical staff
such as product development technologists, packaging technologists,
innovation managers and laboratory support staff (i.e. lab technicians).
Marketing and research capabilities were also taken into account. The
organisations were then slotted into categories (i.e. none, low, medium or

high) depending on the level at which they were judged to be.

Table 8.1 Capacity for product innovation?

In-house technical capabilities for
product innovation/new product

Industry/nature of development (resources and expertise)
organisation Company High Medium Low None
Grocery retail chains QR - - v/ -
ST - v - -
Manufacturers (milk W3 v/ - - -
category) w9 - - v/ -
Manufacturers (flour W1 v/ - - -
category) W3 v - - -
W12 - v - -
Manufacturers (cheese W3 v/ - - -
category) W10 - - v -
Manufacturers (breakfast W1 v - - -
cereals category) W2 - v - -
W4 v - - -
Manufacturers (tomato W6 v - - -
sauce category) W11 - - v/ -

Source: Table compiled for this book based on interview data and other data
from documentation

*Reprinted from Australasian Marketing Journal, Vol. 23, No. 1, Chimhundu
et al., Manufacturer and retailer brands: Is strategic coexistence the norm?
Page 55, Copyright (2015), with permission from Elsevier
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The column marked “high” in Table 8.1 consists of organisations that
have full capacity to carry out their own innovation activities, and as we
move towards the low side, the organisations here may have limited
capacity for innovation, and therefore either do not do much innovation
themselves or rely on other organisations to do it for them, so they are
largely followers. The table summarises capacity for innovation for the
grocery retail chains and the manufacturers. It should be noted, however,
that the columns ranging from “none” to “high” should be seen more as
a continuum, since the rigid boundaries were created for the convenience
of categorisation. Therefore, even organisations in the same column (say,
medium) may still be at different levels on the continuum of capacity for
innovation.

It is also important to mention that, on the retail chain side, such cat-
egorisation may be more of a reflection of strategic choice and what the
chain defines its business mission to be than anything else. For instance, a
retail chain’s strategic choice not to invest much in R&D facilities and
related human resource expertise may be based on the decision to largely
leave innovation activities to the manufacturers, a stance that was largely
exhibited by retail chain QR. On the other hand, another retail chain
may, as part of its mission, want to be involved in more activities related
to innovation and new product development, as indicated by a senior
manager in retail chain ST: “I guess we are now at a phase in our business
where we are quite prepared to take some of the innovation ourselves [...].
It’s a domain that we are certainly very interested in” (Interview ST1).

As can be seen from the table, the “high” column is dominated by
manufacturers, and all FMCG/supermarket categories in question are
represented in this column. However, neither of the retail chains is repre-
sented in this column. One retail chain is in the “low” column and the
other one is in the “medium” column. The “high” column on the manu-
facturer side is dominated by large companies. Small to medium compa-
nies are generally in either the “low” or “medium” column. What is
shown by this table is that manufacturer brands have greater collective
capacity for innovation than private label. In addition, nine research
participants either mentioned directly or indirectly the superior capacity
for innovation on the part of manufacturers.
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The retail chain that is in the “low” column has described how use is
made of manufacturers R&D facilities after identifying new product
opportunities: “We then go out to our suppliers and they use their
resources, their labs, their technical people” (Interview QR2), and the
retail chain eventually works with the chosen manufacturer. This demon-
strates a strategy and business model that does not overcommit the organ-
isation in areas that are outside the core business functions of retailing,
wholesaling and distribution. The retail chain that is in the “medium”
column is described as having “a full product development team [...J;
one big laboratory [...] as if we were a manufacturer” (Interview STT1).
There is a description of its “own scientists and [...] own laboratories”
(Interview ST1) at the parent company outside New Zealand; however,
there is an admission that from an R&D perspective “Supermarket com-
panies as a whole don't tend to spend a lot of money on R&D. That’s
more of a branded company [function]” (Interview S3). A comparison of
the two retail chains shows that they may have different philosophies
concerning their desired level of capacity for innovation. In addition,
retailers are described as being largely dependent on suppliers “because
they [suppliers] have the technology and the knowledge” (Interview Y1).

Greater collective capacity for innovation would naturally be expected
to enable manufacturer brands to innovate at a higher rate than retailer
brands. This takes the discussion into the second complementary point of
research issue 3a, on the rate of innovation. This is largely assessed through
the analysis of interview data. Table 8.2 presents interview data on rate of
innovation.

Table 8.2 Manufacturer brand and private label rate of innovation

Views expressed by Retail chain Retail chain Manufacturers Consultants
participants QR(n=21) ST(n=9) (n=13) (n=3)
Manufacturer brands 14 5 8 2

innovate at a higher
rate than private label

Private label innovation - - 2 -
is increasing

Private labels innovate - - - -
at a higher rate

Source: Table prepared for this book from research interview data
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It is important to note that the nature of this table is such that the
comments given on the issues at hand do not have to add up to the num-
ber of interviews. For instance, from the 21 interviews in retail chain QR,
14 interview participants gave comments on the issue of manufacturer
brands innovating at a higher rate than private label brands. The com-
ments do not have to add up to 21 because the other interviewees may
not have said anything about the issue or may have said something that
does not really address the issue in a way that enables meaningful report-
ing. The cross-section of interview participants within the regional com-
pany of the retail chain was also such that not all interview participants
were in a position to give comments on all issues. For instance, some
managers at lower levels would be better placed to give detailed informa-
tion about certain aspects of products in their categories but would con-
sider themselves not well placed to give comments about issues related to
product innovation. Therefore, the reporting of research interview data
sought to establish the big picture with regard to issues, and was not
structured in such a way that every interview participant would have to
give an answer on a particular issue so that a reconciliation of the answers
in terms of numbers could be made. This is not seen as detracting from
the conclusions that can be drawn from the tables.

The table shows that in the categories, manufacturer brands are inno-
vating at a higher rate than private label. There is overwhelming agree-
ment on this right across the spectrum of different types of research
participants: retailer participants, manufacturer participants and consul-
tants. And from manufacturer participants, the eight responses shown in
the table straddle all categories studied, thereby providing triangulation
across all the categories.

Quotations extracted from interviews are further presented and dis-
cussed next, from the viewpoint of who does more innovation in the cat-
egories: manufacturer brands or private label. The text evidence in Tables
8.3 and 8.4 crosses retail chains, and crosses all four supermarket groups
and all five main categories studied. Therefore, triangulation across all
these units, getting more or less similar comments on manufacturer brands
innovating at a higher rate in the categories, puts one in a position to be
able to claim the robustness of this conclusion, using replication logic.
What is interesting to note also is that even within the retail chain that was



Table 8.3 Retailers, text evidence on rate of innovation

Abridged text evidence on manufacturer brands innovating at a higher rate
than private label

Retail Chain QR

“They [manufacturer brands] do the work [...] They spent the money [...] The
innovation [...] and most of the TV advertising to bring customers into the
store is largely driven by manufacturer brands; and then when they get to
the fixture, they have a choice of going private label or manufacturer brand”
(Interview QR1).

“Probably the proprietary brand [manufacturer brand, innovates more] [...];
and that’s their market too. If they don’t constantly have new products
coming through, dropping off the old, slow ones and bringing in new ones
all the time, then they get left behind” (Interview Q1).

“l would say [...] 10 to 20% [is contributed by private label] [...]; negligible.
And not in all the categories because there [are some categories] where
house brand has invested into and come up with new products to the
category” and have been successful (Interview Q3).

“| don't think there is that much work on private label. So it will be like maybe
60:40.” (Interview Q4).

“1 think you usually find that the ones that are innovating are [...] the big
companies anyway [...] but a lot of the time, what happens is because of
competition” (Interview Q5a).

“It would be manufacturer brands [that innovate more].” And on the ratio of
innovation output of manufacturer brands/private label respectively: “I
would say 10:1, maybe more, 15:1” (Interview R1a).

Estimated ratio of innovation in the categories put at “95:5"in favour of
manufacturer brands (Interview R2a).

“Probably about 4 to 5% in the house brand [private label]”; manufacturer
brands putting in the bulk (Interview R4).

“Most of the innovation and marketing would be done by the proprietary
companies” (Interview R5a).

“1 would say [innovation is] at least 80 to 90% manufacturer brands”
(Interview R6).

Retail Chain ST

There is innovation in all categories, including commodity ones: “Absolutely;
even in categories like flour, their innovation could be packaging changes” or
some other changes. “As an average, | could probably say that we launch 200
new products every week across our total offer. This is not just private label
[...]. So, if you multiply that by 52 that would be your annual number”. This
covers the whole range of innovation from incremental to radical. On the
proportion of innovations between manufacturer brands and private label,
the majority would be manufacturer brand innovations: “Private label would
be 5%" (Interview ST1).

“They have just brought a few new ones [products] in the [private label]”. However,
there is a higher rate of such activity on the manufacturer brand side (Interview S1a).

“It's minimal in private label” (Interview S2a).

“The other companies [manufacturers]” do more innovation in the categories
than private label (Interview T1).

Source: Table prepared for this book from research interview data



Table 8.4 Manufacturers, text evidence on rate of innovation

Abridged text evidence on manufacturer brands innovating at a higher rate
than private label

Milk and Cheese Categories

“"There is more innovation from the manufacturer, from the branded product,
obviously, because non-branded is actually increasing in its share, and
through its price especially in cheese and milk.” (Interview W3a).

“Manufacturer brands are well ahead [...]. [The] only new ideas you see in that
segment [are from] manufacturer brands” (Interview W10).

Flour and Breakfast Cereals Categories

“Private label brands would not really invest to any great extent at all in the
category [...]. So they would be seen as predominantly an everyday low price
[option]. There would be nothing outside of pricing, other than, | suppose,
the higher-level investment. So [retail chains’] investment in their private
label brand occurs more on a level of the [private label] brand rather than
specifically [private label] flour” (Interview W3b).

“There has been a lot [of innovation], especially in the cereal category [...]. |
spent three years in the UK before coming back to New Zealand, [and UK]
private label is very strong. And so you can really see the New Zealand
supermarkets are tending to go towards that frame of mind with their
products. Yeah, product innovation across both types of brands is always on the
go; it's always happening. So, there has been a lot recently in the category [...].
The brands are getting a lot cleverer in their packaging, which is really helping
their brand. Before, we used to have quite basic private label brands, but now
both [names of private label brands] and [the respective supermarket chains]
have really done a great job on the packaging; so is [name of different private
label brand] with the likes of [name of retail chain] as well” (Interview W1).

“The private brand is always going to be the one to deliver the innovation
because they have to sell the product at a higher price than the house brand”
(Interview W12).

“Manufacturer brands drive the category, bring innovation and generally drive
promotion. So it's not the role of store brands. Store brands are a follower”.
Asked for a rough estimate of relative dollar input into innovation by private
label brands compared to manufacturer brands, the same participant said:
“Nothing; private labels don’t innovate”. On product innovation and
promotion: “There is [...] almost no innovation in private label” (Interview W2).

“The house brands generally don’t have innovation. They are normally
followers of trends, and when a trend becomes successful, they tend to create
a home brand based on the success of that trend.” The innovation is
therefore largely done by manufacturer brands in the category, according to
this participant. On the relative contribution of manufacturer brands and
private label to category investment: “I don’t know the percentage but the
home brand [private label] would be a small percentage” (Interview WS5).

Tomato Sauce Category

“In my opinion, it's all driven by the brands [manufacturer brands] at this stage
[...]. It's certainly [the case] from a market research type point of view, but
product development type [...], as well as general market research, generally
in our category is very much driven solely by the brands” (Interview W6).

Source: Table prepared for this book from research interview data
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described in an earlier section as having a more aggressive and ambitious
stance on innovation, the private label rate of innovation in proportion to
that of manufacturer brands was described by a key manager as constitut-
ing only a small percentage: “Private label would be 5%” (Interview ST'1).

Most of those who provided an estimate percentage of private label
innovation gave figures that are not far from this, thus providing the nec-
essary triangulation. All this supports the proposition that there is a
greater collective capacity for innovation on the part of manufacturer
brands, resulting in a higher rate of innovation by them in the categories.
Only one of the research participants made comments about private label
making strides in innovation, and this was from the viewpoint of product
and packaging quality improvements, as private label brands have tradi-
tionally been seen to be of low quality: “The brands are getting a lot
cleverer in their packaging, which is really helping their brand. Before, we
used to have quite basic private label brands” (Interview W1). So, private
label brands are improving in this area.

The results in this section on capacity for innovation and rate of inno-
vation have shown that the resources and expertise of manufacturers
enable them to collectively contribute more towards innovation in the
categories than private label brands do (Chimhundu et al. 2015).
Regarding research issue 3a (How do private label and manufac-
turer brands compare on capacity to innovate in the FMCG product
categories?), the discussion in this section gives rise to the following
research proposition:

Research Proposition 3a: Due to their resources, manufacturer brands have
superior collective capacity to innovate at a higher rate than private label.

The term “resources” is meant to incorporate not only facilities, finance
and the like, but also expertise (i.e. expert resources).

Analysis of Research Issue 3b

Research Issue 3b: How do private label and manufacturer brands compare
on capacity to contribute to category marketing support and development?
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Table 8.5 Manufacturer brand and private label contributions to category
development/category support

Views expressed by Retail chain Retail chain Manufacturers Consultants
participants QR (n=21) ST(n=9) (n=13) (n=3)
Manufacturer brands 10 3 7 -

make a greater
contribution to
category development
(manufacturer brand
contributes the bulk)
Both manufacturer 1 - 2 -
brand and private label
make a contribution
Dollar cost of promotion 3 - 2 -
built into pricing/cost
structure for
manufacturer brand,
unlike private label
No need to promote 3 3 - -
private label/depends
on the category
Private label makes a
greater contribution
to category
development

Source: Table prepared for this book from research interview data

Interview data on capacity for category development are presented in
Table 8.5. Although product innovation does develop the categories,
such innovation was analysed separately as it is an important facet of this
research. Category development in this section of research issue 3b
involves looking at all marketing aspects other than innovation that help
to develop and grow the categories. A complementary term that is used
in this book for such category development activities is category market-
ing support.

It is shown in this table that manufacturer brands contribute the bulk
of the category support that develops and grows the categories. This
aspect received a comparatively high number of comments, ranging
across grocery retail chain QR and its respective supermarket groups,
grocery retail chain ST and its supermarket groups, and manufacturers as
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well. On the retailer side, the comments naturally range across all catego-
ries because the retailers studied deal in all the categories covered by the
research. On the manufacturer side, the seven comments in support of
manufacturer brands making a greater contribution to category support
than private label range across all the relevant categories; milk, flour,
cheese, breakfast cereals and tomato sauce. In addition, none of the
research participants talked to were of the alternative view that private
label could be making a greater contribution to category support than
manufacturer brands, which seems to indicate that this aspect is well
known in the FMCG industry.

In terms of specific comments, the following two are representative of
the majority of comments on the issue of manufacturer brands making a
greater contribution to category development. They are derived from
both the retailer and the manufacturer camps.

Most of the TV advertising to bring customers into the store is largely driven
by manufacturer brands; and then when they get to the fixture, they have a
choice of going private label or manufacturer brand. (Interview QR1)

The private label marketing activity is extremely limited [...]. They under-
take very little above-the-line advertising. So, my estimate would be, the mar-
keting activity [...] by private label is very low, on the whole. (Interview W4)

A large component of category development expenditure is linked to
advertising and private label is not really a big player in this area.
Advertising develops awareness, educates consumers about brands and
products and persuades them to buy, but it is a costly activity. From the
point of view of spend and share-of-voice, manufacturer brands are
regarded as big contributors to category development. This book takes
the view that direct brand support is also category development/category
support in the sense that brands make categories and the success of brands
leads to the growth of categories. Therefore, any activities geared towards
researching and understanding market segments or customers in a par-
ticular category, or promoting new or existing brands, are integral to cat-
egory development.
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On the matter of expenditure on category development, there is also
the view that private label has to be competitive on price, and that it
would not be able to charge competitive prices if it engaged in heavy
advertising and promotional activities, which would have to be funded
from somewhere. The consumer would therefore have to bear the cost
and that would defeat one of the primary purposes of the private label;
that of providing affordable alternative products. Naturally, therefore,
private label strategy is such that it cannot afford to do both.

Now, the nature of private label means that we have to be more competi-
tive in our price offering. As a result, we don’t have the same level of spend
for doing above-the-line activities like TV advertising, magazine advertis-
ing and those sorts of things. (Interview QR2)

Furthermore, there is a general conviction that manufacturer brands
do have the resources to engage in above-the-line activities and a lot of
the category development activities because the costs associated with such
expenditure are already built into the cost structure/price structure of
their products, unlike private label. Therefore, manufacturer brands
should be able to afford more for such types of activities:

Proprietary brands have that [dollar cost] built in, so they can do their
advertising budgets and do all their advertising; and what we do hope is
that, that would overall grow the category and allow us to maintain a fea-
sible position in there as well. (Interview QR2)

Nevertheless, some changes have been noted in the New Zealand
FMCG industry relating to private label category support activities, as
indicated in this excerpt: “Advertising and sales promotions: we are seeing
more done by private label than we did in previous years” (Interview
W6). This is merely a change that reflects more promotional activities by
the private label from a previous state of affairs in which the private label
was hardly advertised or promoted. This, however, does not in any way
imply that the private label is catching up with the manufacturer brand
on category support because the proportion of private label contributions
to category support is still considered to be small: “In my category [...] I

would say they [private label brands] probably do 10%” (Interview W6).
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Triangulation with the estimates supplied by other research participants
who commented on the issue confirms the disproportionate balance from
a category development perspective. Estimates of manufacturer brand/
private label comparative contributions to category development are put
at: “I would [...] say 10 to 20% [...]; negligible” (Interview Q3); “80%
towards manufacturer brand really” (Interview Rla); “More than 90%”
is manufacturer brand contribution (Interview ST1). Interview W2 puts
the estimate of manufacturer brand contributions at “90%” or even
higher. What is interesting to note is that even in retail chain ST, which
was discussed earlier as seeming to have more ambitious private label
plans, private label contribution towards category support is still put at a
low 10% (Interview ST1 above).

In addition, it should be noted that the private label stance towards
category support activities may vary from category to category. For
instance, while there is promotional activity in some categories, there is
not in others, as evidenced by these sample quotations from the two dif-
ferent retail chains.

We do [promote] cheese; we don’t promote milk because there is not a lot
of money in it. If you start fighting with milk, milk and bananas are a mas-
sive part of your shop; everyone buys milk. So if you go and promote milk,
it means that [the opposition retail chain] are going to promote it, and
every week if they promote milk we have to promote it; so you take a lot of
money out of it. So, you will never make money if you start promoting
products like that. (Interview R4)

Normally milk doesnt really get put on special all that often. It’s generally
the price that it is... in our weekly catalogue... sometimes we... put milk
in there but not a lot because milk is something that people come to buy.
It’s not an impulse buy. (Interview T3)

It seems that whatever promotional activities go on in such categories,
they are carried out largely by manufacturer brands. Even in categories
where the private label is promoted, it has already been established that
manufacturer brands do the bulk of the category development activities.
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Category support activities require a lot of financial resources and expert
support, and the collective resources of the different suppliers ploughed
back into the categories through category support are greater in magni-
tude than those of private label. Therefore, with respect to research ques-
tion 3b (How do private label and manufacturer brands compare on
capacity to contribute to category marketing support and development?),
this discussion gives rise to the following research proposition:

Research Proposition 3b: Due to their resources, manufacturer brands
have superior collective capacity to make a greater contribution to cate-
gory marketing support and development than private label.

Stance on Comparative Capacity for Product
Innovation and Category Support

Analysis of Research Issues 4a and 4b
These two research issues are tackled simultaneously in this section.

Research Issue 4a: What is the state of awareness of FMCG retailers on
the comparative capacity of private label and manufacturer brands to
innovate and give marketing support to the product categories?

Research Issue 4b: What is the strategic stance of the FMCG retailers
with respect to this comparative capacity to innovate and give marketing
support to the product categories?

Table 8.6 shows data relating to awareness in the FMCG industry, of
the status of capacity for innovation and category support on the part of
manufacturer brands in relation to private label.

As shown by the numbers, it is clear that there is a general awareness
within the industry that the capacity of manufacturer brands to drive
innovation and development/support within the categories is superior to
that of private label. This view is largely shared in both retail chains QR
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Table 8.6 FMCG retailer awareness and stance on manufacturer brand superior
capacity for innovation and category support

Views expressed by Retail chain Retail chain Manufacturers Consultants
participants QR(n=21) ST(h=9) (n=13) (n=3)
Aware of manufacturer 16 7 10 2

brand superior
capacity for
innovation and/or
category development
Private label expects 14 4 10 2
positive gains from
that capacity
There are perceived 4 - 3 -
benefits for
manufacturer brands
in the process (e.g.
capacity utilisation)
Source: Table prepared for this book from research interview data

and ST, and within the different operational units of the grocery retail
chains that include the supermarket groups selected for the study and
head office operations. The view is also shared by manufacturers in all the
categories covered, as well as by consultants. This awareness is consistent
with factors established earlier; factors that include the dominance of
manufacturer brands in most categories, the differences in resources and
expertise for innovation and category support between manufacturer
brands and private label, and the differences in rate of innovation between
the two types of brands.

It should also be noted that most comments relating to previous tables
relevant to research issues 3a and 3b about manufacturer brands having
the collective capacity to innovate at a higher rate than private label and
manufacturer brands having the collective capacity to make a greater
contribution to category development than private label were in fact
made by the retailers themselves.

Moving on from awareness, Table 8.6 further reports on how retailers
perceive the private label’s coexistence with the manufacturer brand with
regard to the disparities on contributions to category innovation and
category support. While the two are in competition, there is an element
of dependence between them. A lot of the comments were given
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about retailers either directly or indirectly having a stake in manufacturer
brands” superior capacity for innovation and category development, as
the benefits of such activities flow through to the private label as well.
Typical comments given within retail chain QR on this issue include:

Bear in mind that private label is traditionally not innovative in that we
don't enter into categories that are not already developed; so, innovation
for us comes down to looking for new product ideas, mainly within exist-
ing categories. (Interview QR2)

You need that branded product [manufacturer brand] to drive innovation.
You need that branded product to drive promotional programmes. You
need the branded product to generate advertising revenue and cooperative

dollars [...]; all those sorts of things. (Interview QR3)

The manufacturers’ brands have a lot more money invested in probably
carrying the other house brands, but you couldn’t have it the other way
round. (Interview R2b)

Entering into categories that are “developed already” by manufacturer
brands; relying on manufacturer brands to “drive innovation [...]; drive
promotional programmes”; and the money invested by manufacturer
brands that enables the “carrying [of] house brands” are all indications of
private label drawing upon the capacity of manufacturer brands in the
areas of innovation and support in the product categories. A lot of similar
comments were made regarding this aspect. While there may not be any
explicitly articulated intentions (either verbally or in writing) on the part
of the retailers and the manufacturers on this aspect, the mere pattern of
activities supports a situation where retailers are seeking to draw upon
manufacturer brands’ superior capacity for innovation and category sup-
port to drive the categories. Driving the categories benefits both private
label brands and manufacturer brands.

Within the other retail chain studied, retail chain ST, a similar pattern
was expressed indirectly by a senior manager: “Historically, suppliers have
owned the domain of innovation, and private label has probably fol-
lowed” (Interview ST1). This aspect of following on the footsteps of
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brands that bring about pioneer offerings and activities is consistent with
drawing upon what has been put in place in the categories. Typically,
manufacturer and consultant comments concur on this issue. The follow-
ing comment was made by a manufacturer:

I think what happens there is, once the manufacturer grows the category,
and that could be through innovation, then some of the house brands
would pick up on that innovation and go into that particular product to
assist their overall growth in the category and maintain their share of that
category. (Interview W5)

The following comment was made by a consultant: “Private label have
[...] a tendency in general to pick up the ones that are successful”
(Interview Y1).

Nevertheless, this situation cannot be seen as one-sided, as manufac-
turer brands also derive benefits from this relationship with private label.
Across the interview participant spectrum, nine comments were made
relating to manufacturer brands indirectly benefiting from the process;
for instance, as spelt out here:

But then you are talking about a double-edged sword as well. What hap-
pens is, they [manufacturers brands] innovate, they grow the category and
then house brand comes along [...]. So, they want to get on board with the
house brand, [and say] if it’s going to be a house brand, we will produce it.
(Interview Q3)

The biggest thing that we offer manufacturers is volume, which helps them
with their viability in terms of running their production lines because they
have additional volume offered through private label which they wouldn’t
have if they weren’t doing private label. (Interview QR2)

With aspects of this nature coming into the equation, therefore, the
situation shifts from a general outlook of private label brands that are
overdependent on the innovation and category support activities of man-
ufacturer brands, to ones that are depended on by manufacturer brands
as well. It is not just a situation of private label drawing upon the capac-
ity, but rather of it doing so as part of a strategic interdependence. This is
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tantamount to both types of brands contributing to the pool in one way
or another and both drawing from the pool. This section has addressed
research issues 4a (What is the state of awareness of FMCG retailers on
the comparative capacity of private label and manufacturer brands to
innovate and give marketing support to the product categories?) and 4b
(What is the strategic stance of the FMCG retailers with respect to this
comparative capacity to innovate and give marketing support to the
product categories?).

From the discussion in this section, therefore, two research proposi-
tions arise, respectively:

Research Proposition 4a: Retailers are aware of manufacturer brands’
superior capacity for innovation and category development.

Research Proposition 4b: Retailers seek to draw upon this capacity as
part of a coherent, pooled interdependence strategy.

A turther discussion on how good or bad manufacturer brand activities
are for private label brands becomes necessary in order to perform a more
comprehensive analysis of the strategic dependency aspect.

The fact that manufacturer brand and private label products are sitting
side by side on grocery retail shelves, competing for customers, would
tend to give the impression that any competitive activity on the part of
one brand hurts the other. So, one might reasonably assume that the
innovation and category support activities of manufacturer brands always
hurt private label. A systematic analysis of research interview data for
relevant themes in the area of product innovation (and marketing sup-
port) has shed more light on the impact of manufacturer brand innova-
tion on private label. Is the impact largely negative or positive for private
label? In other words, does manufacturer brand innovation enhance or
inhibit private label in FMCG/supermarket product categories? And are
there aspects that are consistent with “drawing upon” the other category
participant’s capacity as discussed above? The research unveiled one
theme related to the inhibition of private label by manufacturer brands
and three themes related to the enhancement of the private label by
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manufacturer brands. These themes are discussed below, with supporting
representative quotations from the research interview data.

The first theme is represented by the following set of similar
quotations:

You can get innovations by proprietary brands that we don’t have access to
in private label, and then that can inhibit the growth of private label
because people tend to head towards the innovation and whats new.
(Interview QR2)

There is more innovation from the manufacturer: from the branded prod-
uct, obviously, because non-branded is actually increasing in its share, and
through its price, especially in cheese and milk. (Interview W3a)

More private label penetration would see more innovation happening [...],
trying to reverse the trend of private labels. (Interview W10)

Private label is seen as trailing “the supplier who has to constantly innovate
to stay ahead of the private brand”. (Interview Y1)

The theme that can be derived from these quotations is: 7he competi-
tiveness of innovative manufacturer brands inhibits private label (Theme 1).
Manufacturer brand innovation is perceived as posing a competitive
threat to private label in the categories, either by way of bringing in prod-
ucts that are superior and more appealing to consumers, or by way of
staying ahead of private label on innovative activities, or through intensi-
fying innovative activities in order to reverse the gains of the private label.
In this way therefore, manufacturer brand innovation can be said to have
a negative impact on private label.

The second theme relates to the following quotations:

Manufacturer brands drive the category, bring innovation and generally
drive promotion. So, it’s not the role of store brands. Store brands are a
follower. (Interview W2)

If you leave that to private label, there is no funding for it; so you are not
going to drive the category. Anybody who is going ahead in manufacturer
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categories, you are generally spending money on that product somewhere,
whether it would be in advertising or innovation of new products or in-
store dealing [...]. They [manufacturers/manufacturer brands] are trying
to grow their category as a whole, and by that, we [retailers/retailer brands]
just get sucked along in the vacuum. (Interview R2a)

But then it [manufacturer brand innovation] can also enhance private label
because we can go into categories where there has been innovation and we
can come along with private label and offer the same at a more competitive

price [...]. (Interview QR2)

[Manufacturing companies are] investing in the categories and new
products ... if you go down and look at the sauces category now, you will
see sauces that weren't there years and years ago [...]. Barbeque, sweet
and sour; all the investments that these companies have been putting
into the brands to expand the sauces range. And while it has diluted the
sales of the standard tomato sauce, it’s growing the category. (Interview

Q3)

The theme that can be derived from the above quotations is: Private
label brands are enhanced by manufacturer brand innovation driving the
categories and category growth (Theme 2). Manufacturer brand innova-
tion is perceived as driving the growth of grocery retail categories and
thereby benefiting not only the manufacturer brand but the private label
as well. In this regard, there is an element of the private label being car-
ried by the manufacturer brand. In addition, manufacturer brand cate-
gory investment that benefits private label is not limited to product/
brand innovation, but extends to the marketing activities associated with
the innovations as well.

The third theme is represented by the following set of comments:

“Most house brand products are copies of our mainstream branded prod-
ucts. There [are] a couple that aren’t, but generally that’s what they are, and
it probably relies on the big brands to do the work” (Interview Q3). “The
house brands generally don’t have innovation. They are normally followers
of trends, and when a trend becomes successful, they tend to create a home
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brand [house brand] based on the success of that trend” (Interview W5).
“The market leaders [manufacturer brands] [...] do the innovation. Private

label follows”. (Interview Q6)

Bear in mind that private label is traditionally not innovative in that we
don’t enter into categories that are not already developed; so, innovation
for us comes down to looking for new product ideas mainly within existing
categories. (Interview QR2)

Innovation for us comes down to [identifying] new product opportunities
[...]. We then go out to our suppliers and they use their resources, their
labs, their technical people to come up with a proposal. Then they come
back to us and they submit it, and we may have two or three suppliers who
are doing that. And then we select the one that we want to work with.
(Interview QR2)

Typically, what they [retailers] would do is approach a supplier to come up
with formulation for them [...] or they might get a favoured supplier to
submit some samples and then say, okay, we want this made according to
this recipe [...] because they [suppliers] have the technology and the
knowledge. (Interview Y1)

The theme that can be derived from the above quotations is: 7he adap-
tation of successful manufacturer brand innovations by private label enhances
private label (Theme 3). Manufacturer brands lead on innovation and
private label largely follows by way of adapting/copying successful manu-
facturer brand/product innovations, or through entering into categories
that have been developed already by manufacturer brands. That way, the
cost and risk of private label “innovations” is reduced. Furthermore, it is
the manufacturer brand resources such as labs, technology, specialised
staff and knowledge that play a big part in bringing about the innova-
tions, and in many cases adapting them or supplying them for private
label requirements should the private label wish to introduce its own of
the same nature.

The fourth theme comes out of the following set of representative
quotations:
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If you are innovating within products, there is generally a bit of money
in new products, so you can make a bit of margin out of it, and it can
bring you a bit of interest in a category which can be stagnant.
(Interview Q3)

They [manufacturers] put the money/spend into it. As house brand, we
ride off the back of it, hoping that the manufacturers drive people into the
category and then they buy our house brand while they are there” (Interview
R4). “It [manufacturer brand innovation and marketing] drives consumers
to the category” (Interview QR1). “The brands bring people to the store;
private label doesn’t do that. (Interview QR1)

The theme that can be derived from these quotations is: 7he customer
pulling power of innovative manufacturer brands enhances private label
(Theme 4). The interest and customer pull generated in a category by
leading and/or innovative manufacturer brands benefits both the
manufacturer brand and private label as private label brands are displayed
alongside manufacturer brands.

This discussion therefore demonstrates that although the competi-
tiveness of innovative manufacturer brands inhibits retailer brands,
manufacturer brand innovation and category support actually have a
huge positive impact on the welfare of private label brands on aspects
related to driving category growth, private label adapting successful
manufacturer brand innovations, and private label tapping into the cus-
tomer pulling power of innovative manufacturer brands (Chimhundu
et al. 2010, 2015). These three aspects that have a positive impact on
the welfare of private label brands in the categories give rise to proposi-
tion 4b about retailers seeking to draw upon manufacturer brand
capacity for innovation and category support as part of strategic
dependency.

In addition, it is therefore reasonable to argue that strategic manage-
ment regimes governing the coexistence of the two types of brands in the
categories are partly influenced by retailer perceptions of manufacturer
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brands’ ability to positively impact on private label. This leads the
discussion into the next section, which deals with research issue 4c.

Analysis of Research Issue 4c

Research Issue 4c: How is this strategic stance related to policies on the
coexistence of manufacturer brands and private label in FMCG product
categories?

The perceived implications of a possible overdominance by private
label in FMCG/supermarket categories as per the research interview data
are shown in Table 8.7.

Table 8.7 Implications of private label overdominance (product innovation and
category support perspectives)?

Views expressed by Retail chain Retail chain Manufacturers Consultants
participants QR (n=21) ST(n=9) (n=13) (n=3)
Overdominance of 10 3 4 2

private label would
have a negative impact
on category innovation
and/or support
Private label share rise 1 - 3 -
would mean more
innovation and
category support to
reverse the trend
Innovation in some - 1 - 1
categories not entirely
a function of New
Zealand based
innovation
Overdominance of - - - -
private label brands
would have a positive
impact on category
innovation and/or
support

Source: Table prepared for this book from research interview data

2Reprinted from Australasian Marketing Journal, Vol. 23, No. 1, Chimhundu
et al., Manufacturer and retailer brands: Is strategic coexistence the norm?
Page 56, Copyright (2015), with permission from Elsevier
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Spelt out in the table is strong support for the view that an overdomi-
nance of private label in the categories would have a negative impact on
category innovation and/or category support on the part of manufacturer
brands. Effectively, this means a negative impact on overall category
innovation and/or support since, as established already, manufacturer
brands contribute the bulk of it. Similar comments range across the two
retail chains and the four supermarket groups studied, as well as across
four categories on the manufacturer side and two consultants. Typical
comments include:

If private label becomes too big, then the proprietary brand will withdraw
from marketing, innovation [...]; and that’s where it all comes from
because private labels aren’t innovators. (Interview QR1)

If private label is too dominant, you don’t get the same degree of new prod-
uct development and the onus then ends up on the retailer to develop the
new products. And then you get the whole lot of cost structures coming
into the business [...]. (Interview QR3)

If it [private label] becomes too dominant, then it slows down the growth
of the category [...]. They [manufacturers] are going to spend money to
make their product number one or they are going to spend money to invest
in new technology or new products or something like that, which keeps the
category alive; [...] our house brand comes along behind and just gets
dragged along, driven up by their spend at no cost to us. (Interview R2a)

At the end of the day, as we head more and more into private labels, the
amount of innovation and development that’s coming from the manufac-
turers will decline because the manufacturers then don’t have the money to
invest in research and development. (Interview W3b)

That will kill innovation long term [...] because the profitability won’t be
there for the supplier. So, they have got to watch out that they don’t kill
their source of innovation; otherwise the whole thing grinds to a halt.
(Interview Y1)

The perceived negative impact on innovation and marketing support
on the part of manufacturer brands due to diminished resources and lack



208 R. Chimhundu

of incentive to plough back into the categories could eventually hurt the
categories, along with the category participants, retailers included. It
therefore seems that there is no long-term strategic advantage for the
retailers of private label overdominance of the categories. One might rea-
sonably argue that the contributions of manufacturer brands towards
innovation and marketing in the categories do play an important role in
the determination of the level to which the private label should grow, and
in the balance between manufacturer brands and private label in the cat-
egories. This issue hasn’t really been articulated in the mainstream aca-
demic literature, especially in comparison to a factor such as consumer
choice which will be covered in another section.

From a retail chain policy point of view, manufacturer brands form an
integral part of private label marketing strategy because the private label
has open lines of strategic dependency with the manufacturer brand. This
gives further support to the existence of long-term equilibrium points in
the categories, beyond which manufacturers may not want to go with
respect to private label growth and share.

As has been noted from in-store category observation data and cate-
gory share data, private label penetration is much higher in commodi-
tised categories such as milk and flour than in non-commoditised ones.
However, it is not envisaged that the situation of a 100% private label
share is desirable to the retailers, even in such categories. There is still an
optimum level of penetration that is desirable, beyond which the long-
term performance and growth of the category comes under threat. Even
in such commoditised categories, the argument linked to the threat on
manufacturer brand category innovation and support is still applicable,
as shown by the statement from a senior manager in the retail chain that
was reported as being ambitious for its private label that “[even in] highly
commoditised categories, it's not our intent to increase our share to over
the dominant position” (Interview ST1). Despite the fact that this man-
ager notes the increased role of private label in the areas of innovation
and marketing support, the element that is contributed by manufacturer
brands is seen as critical to the prosperity of any category. For instance,
the manager expressed this view:

Historically, suppliers have owned the domain of innovation, and private
label has probably followed [...]. I guess we are at a phase now in our business
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where we are quite prepared to take some of the innovation ourselves [...].
It's a domain that we are certainly very interested in. (Interview ST1)

The senior manager added that the approach would be “Probably more
selective in categories”. But despite the comments above, the manager
still saw the role of manufacturer brand innovation and marketing in
such categories as critical, and dismissed the possibility of a 100% private

label brand share:

No [...]. Because there is still a role for innovation and technology in terms of
milk. You can look at all the [brand name of milk] [...], all the [...] added-value
parts of milk. I guess we need to continue to have total category innovation so
that they [manufacturer brands] supply [...] private label. (Interview ST1)

On the same issue, another manager in the retail chain talked about the
idea of taking care of suppliers: “You still have got to look after the suppliers
because at the end of the day, they have got a place in the market as well, and
it’s to no one’s benefit to get rid of the suppliers” (Interview S3). Yet the inter-
viewee also made comments to the effect that if the retail chain really wanted
to, it would be possible to do without supplier brands in certain categories.
For instance, in milk, “We could do away with the main suppliers. We dont
really have to have them. All we would have [would] be the bits and pieces
like the [names of brands] and stuff”; and in flour; “You could in flour, if we
really wanted to [...] we could delete branded flours and have one branded
flour” (Interview S3). This shows that the retail chains would do away with
suppliers in some categories if they wanted to, but they are not willing to do
so. Therefore, against this background of looking after suppliers because they
make contributions to the categories, the role of manufacturer brands is seen
as important, especially their role in bringing about product innovation and
category marketing support, as well as in supplying private label.

There is also the view that high private label penetration would spur
manufacturer brands to innovate more in order to outcompete the pri-
vate label. One comment to this effect was: “More private label penetra-
tion would see more innovation happening [...], trying to reverse the
trend of private labels” (Interview W10). In this way, innovation would
be used as a competitive tool. While this can happen, what tends to
weaken such a line of thought is that the retailers are the owners of the
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shelves and they do have the final say. They can delist an innovative brand
if they want to, in the process of rationalising the categories. The bottom
line, therefore, is that retailer strategic thinking with regard to the contri-
butions of manufacturer brands to category innovation and support has
a key part to play in the coexistence of the two types of brands in FMCG
categories.

An additional dimension to this discussion is a point mentioned by
two research participants on the issue of private label overdominance and
impact on category innovation and support. This is reflected in the com-
ments below:

In the New Zealand context [...] if you sat down and said, who are the top
20, top 30 suppliers to New Zealand supermarkets, most of them are for-
eign owned [...]. Their innovation in New Zealand or even in Australia is
not really a function of New Zealand or Australia. It is a function of some
kind of global countries of excellence where they try and continuously
develop new products. (Interview Y3)

When you have international ownership of the multinationals like Kellogg’s,
they still have that power to innovate at head office level and push it all back
down through each company; so, it doesnt change that [...] they still have
this enormous ability to leverage the cost of that development. Whereas the
small companies, we develop something and we are dependent on purely the
New Zealand market size to gain a return on the investment that we have put
in; it gets very hard. So, it depends who you are. (Interview W2)

The logic of these two comments is that, an overdominance of New
Zealand supermarket categories by private label brands would not have a
negative impact on the brand/product innovation of multinational brands,
since such innovation is not really driven from within New Zealand but
from overseas. In a way, the argument holds water, especially in categories
where the majority of manufacturer brands that participate are multina-
tional in nature. But even then, an extremely marginalised multinational
brand would have no incentive to continue pouring resources into a cate-
gory in which it is not reaping any benefits. The situation would then not
help the remaining private label. Secondly, there are quite a number of
categories that are largely domestically supplied, and whose innovative and
category support activities are largely New Zealand based or dependent on
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the New Zealand market. This calls for a quick analysis of the categories
that are the focus of this research to see if the supply and innovation is
largely domestically driven or foreign driven. This information is given in
Table 8.8. The data were compiled from brands that were observed on the
shelves during the category observation exercises.

The milk, flour, cheese, breakfast cereals and tomato sauce categories
are largely domestically supplied from within New Zealand. Where a
subsidiary of a multinational concern exists in New Zealand, the supply
was taken as domestic, although of course it should be noted that from a
brand/product innovation perspective, a good part of the work would be
coming from outside the country.

The dominant domestic supply situation as evidenced in Table 8.8
backs up the arguments advanced in this section on the negative impact
on innovation and category for the five categories of milk, flour, cheese,
breakfast cereals and tomato sauce.

This section that analysed research issue 4c and made the argument
that strategic management regimes that govern the coexistence of
manufacturer brands and private label in grocery retail categories are
influenced by the ability of manufacturer brands to enhance private
label (Chimhundu et al. 2010, 2015). Manufacturer brand innovation
and category support largely have a positive impact on private label
brands in grocery retail categories, and private label brands are largely
strategically dependent on manufacturer brands in these areas.
Therefore, with respect to research issue 4c (How is this strategic stance

Table 8.8 Supply situation for manufacturer brands in the five food categories
studied

Product category Brands Suppliers Domestic/overseas supply

Milk 13 brands 10 suppliers  All domestic supply

Flour 10 brands 7 suppliers 9 brands domestic; one
overseas supply

Cheese 9 brands 6 suppliers 8 brands domestic supply; one

overseas supply

Breakfast cereals 17 brands 14 suppliers 13 brands domestic supply; 4
overseas supply

Tomato sauce 8 brands 5 suppliers All domestic supply

Source: Table prepared for this book from documentation supplied and category
observation data
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related to policies on the coexistence of private label and manufacturer
brands in FMCG product categories?), the following research proposi-
tion is advanced:

Research Proposition 4c¢: This aspect of strategic dependency has rele-
vance for the determination of policies that govern the coexistence of
private label and manufacturer brands in FMCG product categories.

The next section tackles consumer choice.

Role of Consumer Choice
Analysis of Research Issue 5

Research Issue 5: What role is played by consumer choice in shaping the
coexistence of private label and manufacturer brands in FMCG product
categories?

With both manufacturer brands and private label serving and compet-
ing for the same consumer, this research considered the consumer to be
central to the relationship between manufacturer brands and private label.
It was therefore necessary to assess the importance of consumer choice in
the determination of policies governing the coexistence of manufacturer
brands and private label in FMCG product categories. The research evi-
dence on the importance of consumer choice is outlined in Table 8.9.

In this regard, overdominance by private label in the categories is gen-
erally perceived as having a negative impact on consumer choice, which
in turn has a negative impact on category performance. A combined
portfolio of manufacturer brands and private label is seen as necessary for
there to be adequate consumer choice, so the coexistence of the two types
of brands is essential.

The comments below are drawn from the entire research interview par-
ticipant spectrum, including retail chain QR and its respective supermar-
ket groups, retail chain ST and its respective supermarket groups,
manufacturers from various FMCG categories and consultants. The fol-
lowing are examples of typical quotations on the topic of consumer choice:
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Table 8.9 Consumer choice and the balance between private label and manufac-
turer brands

Views expressed by Retail chain Retail chain Manufacturers Consultants
participants QR(n=21) ST(h=9) (n=13) (n=3)
Overdominance of 14 4 4 1

private label would
have a negative impact
on consumer choice
Important to balance 1 2 - -
what is good for the
business and what is
good for the consumer
Branded products - 1 - 1
(manufacturer brands)
more progressive in
addressing consumer
wants
Close link exists between - - 1 -
consumer choice and
innovation within the
categories

Source: Table prepared for this book from research interview data

Their [retailers’] main focus is providing a range of products for consumers,
and the consumer wants selection; and therefore they want various brands
to be able to [select] from [...]. The category needs a balance of core prod-
ucts that the consumer wants. So, [a] change in balance could potentially
lower the returns the retailer will be able to achieve. (Interview W5)

A balance between manufacturer brands and private label in the cate-
gories is seen as necessary:

“Because it’s not just about profit; it’s about range and choice” (Interview
) p g
S2a), and “Consumers want to come into our stores and have choice [...];

they want private label offering and branded players” (Interview QR2).

You want private label as high as possible if you can. We make good money
out of the private label and it’s good value as well [...]. The profit is good
for us and there is the good side for the customer as well; so the more we
can sell it the better, but not to a point where we just have [name of private
label brand] only on the shelf; we need the choice. (Interview Q5c)
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There will always be customers that will come in and they want a specific
brand of flour and they have their mind set on that. A lot of them won't
buy house brand products because they believe they are inferior, which
they are not. But if we just had house brand there, the category would go
downhill. (Interview R1a)

An overdominance of private label would mean less choice for con-
sumers and this is seen as suboptimal. An optimum category portfolio
should have an appropriate combination of both. An overdominance of
manufacturer brands would not be appropriate either, as the private label
offers reasonable quality at affordable prices, which manufacturer brands
do not usually offer. Making the highest level of profit possible is best for
the business. Ensuring that there is continuous innovation in the cate-
gory is good for the consumer and the business, and having a wide range
of brands and products in the category is good for the consumer from a
choice point of view. The extremes of either placing too much focus on
the financial benefits of the business at the expense of the consumer, or
too much emphasis on consumer welfare at the expense of category finan-
cial returns, are both suboptimal. There has to be a balance and this bal-
ance cannot be achieved in a category that is overdominated by private
label: “I guess there is a balance between what’s best for the business also
and what’s best for the customers” (Interview R6). In addition, “The
brands [manufacturer brands] bring people to the store; private label
doesn’t do that [...]. In many categories, customers are brand loyal”
(Interview QRI1).

Furthermore, one research participant perceived a link between con-
sumer choice and product innovation. Consumer choice is seen as “kind
of related in a way to product innovation [...]; we look at what consum-
ers want and innovate accordingly” (Interview W6). In this way, manu-
facturer brands are seen as having the capability to respond to consumer
requirements, a point that additionally makes their participation in the
categories worthwhile from a consumer choice point of view.

The consumer is always [becoming] more sophisticated in what they are
wanting and desiring from their products and what they are actually want-
ing their products to deliver for them [...]. Branded products [manufac-
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turer brands] are more progressive in [...] developing and satisfying the
consumer’s wants and needs just because manufacturers, ourselves, have to
expand our products that way. (Interview W3a)

As a house brand, you don’t have that choice; you don’t have that speciality
option [...]. You won’t get specialised milk out of your house brand.
(Interview W9)

Despite the benefits that private label offers to both the consumer and
the retailer, an overdominance of the private label brand in the category
is not seen as desirable, and there is a strong view that consumer choice
considerations are a valid consideration in the determination of the bal-
ance between manufacturer brands and private label. With respect to
research issue 5 (What role is played by consumer choice in shaping the
coexistence of private label and manufacturer brands in FMCG product
categories?), the discussion in this section gives rise to the following
research proposition:

Research Proposition 5: Consumer choice considerations have relevance
for the determination of policies that govern the coexistence of private
label and manufacturer brands in FMCG product categories.

Nature of Coexistence between Private Label
and Manufacturer Brands

Analysis of Research Issue 6

Research Issue 6: What is the nature of the coexistence relationship
between private label and manufacturer brands in FMCG product cate-
gories and how is it driven?

The areas of strategic policy on the coexistence of manufacturer brands
and private label in FMCG/supermarket product categories investigated
in this book include: private label growth/share and related equilibrium,
driving category growth through product/brand innovation and category
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marketing support, category management arrangements, shelf-related
matters and the private label quality spectrum. These are discussed within
each category, and then comparisons are made across the categories. A
brief description of each is given next.

The first area of strategic policy is private label growth/share and related
equilibrium, which is to do with the level to which the private label
should grow in the categories in relation to the manufacturer brand from
a market share point of view. This also incorporates the related aspect of
equilibrium between the two types of brands as well as possible private
label overdominance. The long-term equilibrium point is the optimum
level to which the private label should grow, and this point is perceived to
safeguard the long-term strategic health of the category. The second area,
driving category growth through product/brand innovation and category
marketing support is to do with whose responsibility it is to drive the
categories with the said activities: whether it is seen as the responsibility
of the private label or the manufacturer brand, or both. The third, cate-
gory management arrangements, deals with the issue of who takes respon-
sibility for the management of the categories and how much say they
have in category decisions. The fourth, shelf-related matters, is about
merchandising issues relating to shelf space, shelf position, brand/prod-
uct range and stocking decisions as they relate to manufacturer brands
and private label in the categories. The fifth, private label quality spec-
trum, is to do with the quality/price segments covered by the private label
brands in the categories in relation to manufacturer brands.

Regarding research issue 6, the following aspects are worth taking note
of. Firstly, private label growth and equilibrium differ depending on the
category. Retailer expectations of the optimum balance between manu-
facturer brands and private label in the categories are not the same for
milk, flour, cheese, breakfast cereals and tomato sauce. While known fac-
tors such as consumer choice and category characteristics (e.g. commodi-
tised vs. non-commoditised) have something to do with it, strategic
dependency in the areas of innovation and category support were found
to play a key role as well. Secondly, shelf measures and merchandising
decisions concerning manufacturer brands and private label also differ
depending on the category. Thirdly, category management arrangements
follow a more-or-less similar pattern across the categories, except that the
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criteria for selection of CCs (Category Captains) may vary and the level
of control by the different retail chains may differ. It ultimately rests on
how the retailer wants to see the category being run.

Fourthly, the issue of the manufacturer brand driving category growth
through innovation and category support is common across the catego-
ries. It was established that it is largely the responsibility of the manufac-
turer brand to bring innovation and category support activities to the
categories. Although the retailers make their contributions in this area, it
has been noted that they may choose not to promote their private label
brands in certain categories (e.g. the milk category). Fifthly, the private
label quality spectrum is largely similar across the categories, as a two-tier
private label architecture is commonly used. The retailer has a big say in
these policy decision areas that affect the coexistence of manufacturer
brands and private label in FMCG/supermarket product categories.
Therefore, with respect to research issue 6 (What is the nature of the
coexistence relationship between private label and manufacturer in
FMCG product categories and how is it driven?), the following research
proposition arises:

Research Proposition 6: The mode of coexistence between private label
and manufacturer brands expresses itself in the form of category-specific
strategic management regimes driven by the retailer.

Role of Power in the Coexistence of Private
Label and Manufacturer Brands

Analysis of Research Issue 7
Research Issue 7: What role is played by power in the mode of coexis-
tence between private label and manufacturer brands in FMCG product

categories?

The mode of coexistence between manufacturer brands and private
label has been discussed in the preceding section, by category and by
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specific area of strategic policy. The analysis will now focus on the role
played by power in the coexistence of the two types of brands. The
research findings in each area of strategic policy are therefore restated in
summary form and then further discussed using the bases of power (French
and Raven 1959; Hunt 2015). While it is reasonable to say that there are
power relationships between the two types of brands in the categories, the
nature of the power relationships can only be accurately established
through systematic analysis.

One might assume that in the New Zealand FMCG/supermarket
environment characterised by high retail consolidation and concentra-
tion, manifested in the form of a duopoly, coercive power would be the
dominant source of power employed by retailers in dealing with manu-
facturer brands, in relation to their own private label brands. Is this the
situation on the ground? The analysis therefore additionally focuses on
finding an answer to this question. It should also be noted that in this
section, some of the research evidence (in the form of quotations) used
already is reused in order to develop the points further by facilitating
analysis from a different perspective: the perspective of power.

Power as it Relates to Private Label Growth and Equilibrium

Interpreting this from a power perspective, retailers own the retail shelves,
which gives them and their private label legitimate power to make deci-
sions regarding the growth of private label in relation to the manufacturer
brand in the categories. The generally higher profit margins (for the
retailers) on the part of private label brands compared to manufacturer
brands make the option of higher retailer brand penetration attractive.
The threat to continued category innovation and support comes about,
though, because the manufacturer brands would then lack the resources
and/or incentives to continue to innovate and support the categories.
Retailers would therefore not want to bring about a situation where man-
ufacturer brands would “withdraw from marketing, innovation” as that
would be tantamount to “kill[ing] the category” if the “point where sup-
pliers stop innovating” is reached. Facilitating manufacturer brand with-
drawal from innovation and category support in this way can be
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Table 8.10 Analysis of private label growth/share and equilibrium in the context
of sources of power

Aspect of Sample text evidence representing

strategic the views of most of the research

policy Research finding interview participants

Private label  The research found that “If private label becomes too big,
growth and  there is an equilibrium/ then the proprietary brand will
equilibrium end-point in private withdraw from marketing,

label growth/share,
which represents an
optimum balance
between manufacturer
brands and private label
in the categories. The
retailer would not wish
to go beyond this point
as this would be
detrimental to the
long-term strategic
health of the respective
categories from an
innovation, category
support and consumer
choice point of view.

innovation [...]; and that's where
it all comes from because private
labels aren’t innovators”
(Interview QR1).

With respect to retailer brand

share growth “there is a point
[...] where we can kill the
category” (Interview R5a).

Talking about the point beyond

which retail chain ST would not
want to go in terms of retailer
brand growth/share in the five
categories of milk, flour, cheese,
breakfast cereals and tomato
sauce: “The point where suppliers
stop innovating” (Interview ST1).

Source: Prepared for this book from research interview data

interpreted as facilitating the withdrawal of direct and indirect rewards
that the manufacturer brands bring to the categories for as long as they
continue to get a fair share of the category. Reward power on the part of
manufacturer brands therefore has a role to play in the manufacturer
brand/retailer brand category relationship (Table 8.10).

In addition, the facts that private label brands “aren’t innovators” as
such, and that where “marketing, innovation [...] all comes from” is the
manufacturer brand, put the manufacturer brand in the position of being
the expert in innovation and category support in the category in relation
to private label. Thus, the expert power wielded by manufacturer brands
has relevance to the relationship between manufacturer brands and pri-
vate label in the categories. In this way therefore, the dominant sources of
power as far as this aspect of strategic policy is concerned are expert and
reward power, and not coercive power on the part of retailers. Even if one
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wanted to interpret the reward power mentioned as being coercive power
on the part of manufacturer brands, in the sense that retailers are threat-
ened by withdrawal from innovation and category support, this would
not be a coercive power base held by the retailer, who largely holds the
balance of power, but rather held by the manufacturer in the form of
countervailing power.

Power and Shelf/Merchandising Decisions

As far as retail shelves are concerned, the grocery retail chains are better
off with the better-performing brands—in other words, for the sake of
generating sales, profit and category growth. In the relationship between
manufacturers and retailers, grocery retailers hold the balance of power
due to factors such as high retail consolidation and concentration
(Table 8.11).

They have the power to determine what goes on the shelves and what
does not: “It’s not the manufacturers that have the power. It’s us that have
the power. It’s us that will determine how much of their product they are
going to sell” (Interview T3). By inference, coercive power is an option
open to the retailers to use if they wish. If the retailers did not want any
of the manufacturers’ brands/products to be on their shelves, the retailers
would not stock them or would delist them. That would be fatal to any
such brand/product in the New Zealand duopoly environment, at least
with regard to the domestic market.

Research evidence has shown that the category management process
allocates shelf space “on share” and other performance variables; for
instance, the bigger the brand share, the bigger the space; the bigger the
margin, the bigger the space. Prominent shelf positions such as eye-level
space are also allocated according to the performance and contributions
of the brand “to support” of the category. In addition, deletions usually
target poorly performing brands/products, among other factors such as
duplication. Even the non-performing retailer brand products “get
deleted as everything else”. In this regard, powerful manufacturer brands
have a chance in the categories as such “strong brands [...], the power of
the brand” give manufacturers countervailing power. Such powerful
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brands are usually the leading manufacturer brands or niche brands. In
the rationalisation exercise, such brands survive, as indicated by the fol-
lowing comment: “A lot of retailers are now moving to either a two- or
three-brand strategy across some of the categories anyway, and letting
those bigger brands to do all the innovation” (Interview W1). The power-
ful brands are built and supported by resources and marketing expertise,
thus expert power is seen to play a bigger role in the decisions related to
the category management exercise, and not coercive power which would
be possible due to the power imbalance between retailers and manufac-
turers. But of course, there were isolated incidents of research partici-
pants on the manufacturer side perceiving and mentioning some retailer
actions as acts of coercion.

Additionally, the strategic policy of having the private label “sit
alongside its equivalent market leader” on the display shelf is evidence
of the private label brand drawing on the power of the manufacturer
brand. This is a very common and significant aspect of the coexistence
of the two types of brands in all the categories studied, and in both
retail chains (and the supermarket groups) studied. Seeking to be dis-
played next to the strong manufacturer brands therefore can be inter-
preted as being driven by the referent power of the manufacturer brand.
Therefore, referent power is important in the coexistence of the two
types of brands. The private label brand simply wants to be associated
with the powerful manufacturer brand(s) of each respective category as
a way of more effectively physically positioning themselves for the cus-
tomer/consumer.

With regard to the strategic policy area of shelf/merchandising deci-
sions relating to manufacturer brands and retailer brands, expert and ref-
erent sources of power are seen to play a more active role compared to
coercive power, which one would have expected to play a bigger role
under the given circumstances.

Power and Category Management Arrangements

As the owners of the grocery retail shelves, the retailers have the preroga-
tive of appointing to CC the manufacturer/supplier “who [they] want to
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do it”. The power to appoint who they want is more a reflection of their
legitimate ownership of the retail outlets than anything else. The retail-
er’s basis of power here can be interpreted as legitimate power. Although
it has been established that the appointment of CCs can be based on
other factors, inclusive of political factors, the research found that the
most common pattern was that of appointing “the market leader”.
Reasons for appointing the market leader include: they have a large share
of the category and they are resourceful enough to spend on the cate-
gory; and they are in a leadership position because “they are good” and
“they execute well”, including execution in the areas of market research,
planning, branding and advertising, promotions and so on. The retailer
therefore would usually appoint the expert in the category. A reasonable
interpretation of this state of affairs would be that the appointment of
the CC is largely driven by the expert power the manufacturer/supplier
wields, as well as the referent power of the leader’s brands. In addition,
the CC’s ploughing back of resources to manage the category could be
interpreted as an act of reward to the category and the retailer, for being
allowed to take up such a role. So, there is also an element of reward

power (Table 8.12).

Power and Driving Category Growth through Innovation
and Category Support

Manufacturer brands “have the technology and knowledge” to “drive
innovation” in the categories, and private labels are largely dependent
on this knowledge and technology, which can itself be described as an
area of expertise. Thus, expert power on the part of manufacturer
brands plays an important role in the coexistence of the two types of
brands in the categories. With the manufacturer brands as the category
leaders on innovation and category support, and the retailer brand as “a
follower”, the expert power of the manufacturer brand gets further
defined in the relationship. Manufacturer brands also spend a lot of
resources such as “advertising revenue and cooperative dollars” to “drive
promotional programmes”, thereby consolidating this leadership role.
Strategic policies governing the coexistence of the two types of brands
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Table 8.12 Analysis of category management arrangements in the context of
sources of power

Sample text evidence representing the
views of most of the research interview
participants

Aspect of
strategic policy Research finding

Category The research found
management  that the retailer
arrangements  has full

responsibility and
power to appoint
the CC(s), and the
retailer has the
final say on
category matters;
thus, the retailer
maintains
strategic control.
In most cases,
however, it is the
leading
manufacturer
brand in the
category whose
company gets to
be appointed CC.

“The market leader in that category

would do the relay, but [...] we have
the final say on what happens [...]. We
look at the category and say for
example if it's cheese; [name of
manufacturer] make all the cheese [...]
they have got 75% of the cheese, so
they [...] do the relay for us [...]. [And,
with regard to the appointment of
category champions] we appoint who
we want to do it [...]. We generally
look for a couple of things; how they
support our store as a company, how
big they are in the category, and [...]
their rep, the money they spend with
us and the promotions they give us,
TV spend [...]. We go after market
leaders, and generally if they are the
market leader, there is a reason why
they are; because they are good at
store level; they execute well”
(Interview R4).

Source: Prepared for this study from research interview data

in the categories, which are largely driven by the legitimate owner of
the retail shelves (the retailer), generally seek to accommodate manu-
facturers who are experts in this area and who have the necessary
resources as well (Table 8.13).

There is no direct instruction from the retailer that the manufacturer
should drive innovation and category support, but it appears that there
is tacit understanding in the industry. Furthermore, naturally, manufac-
turers seek to outcompete other manufacturers in the categories through
innovation, category support and satisfying the consumer. Despite the
retailers having the balance of power and legitimate ownership of the
point of sale, it is rather the expert power of manufacturer brands and
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Table 8.13 Analysis of driving category growth through innovation and category
support in the context of sources of power

Sample text evidence

Aspect of representing the views of most
strategic of the research interview
policy Research finding participants
Driving The research found that “You need that branded
category manufacturer brands have product [manufacturer brand]
growth superior collective capacity for  to drive innovation. You need
through innovation and category that branded product to drive
innovation support compared to retailer promotional programmes. You
and brands, and that it is the need the branded product to
category manufacturer brands that do generate advertising revenue
support the bulk of driving the and cooperative dollars [...],
categories through innovation  all those sorts of things”
and marketing activities. It is (Interview QR3).
also generally regarded as the “Manufacturer brands drive the
manufacturer’s area of category, bring innovation and
responsibility to bring about generally drive promotion. So,
innovation and category it's not the role of store brands.
support. Manufacturer Store brands are a follower”
contributions towards (Interview W2).
innovation and category In the area of product
support, alongside consumer innovation, retailers are
choice, have relevance for largely dependent on
strategic policies that govern suppliers “because they
the balance and coexistence [suppliers] have the
between the two types of technology and the
brands in the categories. knowledge” (Interview Y1).

Source: Prepared for this book from research interview data

the recognition of this by the retailers that largely governs the coexis-
tence of the two types of brands in the categories on this aspect of stra-
tegic policy. Even consumer loyalty to certain brands can be interpreted
as a result of the resources and expertise that have gone into developing
those brands. The dominant source of power, therefore, regarding the
coexistence of manufacturer and retailer brands as far as this area of stra-
tegic policy is concerned, is expert power. In addition, French and
Raven’s (1959) typology does not adequately cater for the total picture.
Manufacturer brands’ capacity to deliver product innovation and cate-
gory support is mainly due to their resources, therefore resources as a
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form of power Mintzberg (1983) additionally explain the power rela-
tionship with respect to innovation and category support.

Power and Private Label Quality Spectrum

The full quality spectrum in any category would normally consist of three
price—quality tiers; economy brands, mid-segment (standard) brands and
premium brands. The top tier, which is the premium segment, is not fully
represented in the private label portfolio of New Zealand grocery retail
chains. The mainstream private label brands that straddle the mid-
segment and premium (i.e. mid-to-premium) markets cannot really be
regarded as top-tier brands. In this regard, despite statements such as “we
don’t think the market is big enough for three [tiers]”, it is interesting to
note that the third tier (top tier) is catered for by manufacturer brands:
“you have got up here [upper segment/top tier] your market leaders
[manufacturer brands]”. Some of the key requirements for success of
these top tier brands include brand development, brand management,
marketing support (largely advertising) and continuous product and
brand innovation (Table 8.14).

Private label brands would hardly want to commit resources to such an
intensive marketing programme to build and support top-tier brands. In
addition, it is not just a matter of having a good-quality product, as an
external company can easily produce this for the retailer brand, but rather
a matter of having the expertise and resources to run an intensive market-
ing programme consistent with the level of branding required for such
top-tier products. Therefore, to do that for little return, given the small
size of the New Zealand market, would not make economic sense. The
retailers rely on the manufacturer brands’ expertise and resources to fill the
gap that is missing in their retailer brand portfolio. Currently, therefore,
private label strategy takes into account the expert power of leading man-
ufacturer brands to cater for the gaps in the private label architecture.
Additionally, as has already been noted, the mainstream private label
brands get displayed right next to leading manufacturer brands, a practice
that was interpreted in this book as being driven by manufacturer brand
referent power.
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Table 8.14 Analysis of private label quality spectrum in the context of sources of
power

Sample text evidence representing the

Aspect of views of most of the research interview
strategic policy Research finding participants
Private label The research found  “[Name of private label] is your
quality that the retailers economy [brand]. [Name of private
spectrum employ a two-tier label]; that will be perceived as your
private label middle row, and then you have got up

portfolio consisting  here [upper segment/top tier] your
of an economy and  market leaders [manufacturer

a middle/standard-  brands]” (Interview Q4).
to-premium brand. “We will remain on two [tiers]. We

It is the top-tier, don’t think the market is big enough
premium brand for three” (Interview QR3).

that is absent from On the possibility of a three-tier retailer
their private label brand system: “l wouldn’t be
portfolio. surprised, but | think we have the

disadvantage of being such a small
market [New Zealand]. It's going to be
more difficult to get the separation
between them” (Interview W10).

Source: Prepared for this study from research interview data

Wrap-up of Discussion on Research Issue 7

Strategic policy aspects of the coexistence of manufacturer brands and
private label in FMCG/supermarket product categories were explored in
this section, covering the areas of private label growth and equilibrium,
shelf/merchandising decisions, category management arrangements,
driving category growth through innovation and category support and
private label quality spectrum, and using the bases of power as an inter-
pretive framework. Despite the high retail consolidation and concentra-
tion in the New Zealand grocery retail industry and the power imbalance
in favour of the grocery retail chains in relation to manufacturers/suppli-
ers, and contrary to expectations, coercive power was not found to be the
dominant source of power governing the coexistence of the two types of
brands. Indeed, the coexistence and related equilibrium are largely
driven by non-coercive sources of power, namely expert and referent
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power (Chimhundu 2016). With respect to research issue 7, therefore
(i.e. What role is played by power in the mode of coexistence between
private label and manufacturer brands in FMCG product categories?),
the following research propositions arise:

Research Proposition 7a: The mode of coexistence between private label
and manufacturer in FMCG product categories is rooted in the theory of
power.

Research Proposition 7b: The mode of coexistence between private label
and manufacturer in FMCG product categories is largely driven by expert
and referent bases of power rather than coercive power.

Chapter Recap

This chapter has restated the research issues, provided case summaries
of FMCG categories and grocery retailers, and analysed the research
issues. The balance between private label and manufacturer brands,
comparative capacity for product innovation and category support,
consumer choice and product category strategic policies were exam-
ined. Some of the interview quotations integrated into the analysis of
research issues in this chapter were previously published by this author.
The final chapter of this book will address the conclusions and implica-
tions of this study.
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Conclusions and Implications of this
Book

Overview

This chapter discusses the conclusions and implications of this study. It
outlines a summary of outcomes of the research issues and goes on to
address specific interpretations. Answers are provided to the research sub-
questions of this book. Specifically, a summary is given of the outcomes
of the research issues, addressing the findings of the study in the context
of the literature, the modified conceptual framework, the theoretical
implications, the implications for marketing practice, conclusions that
may be drawn from the book and directions for further research.

Summary of Outcomes on the Research Issues

Based on the analysis of the research issues as extensively discussed in the
three previous chapters, Table 9.1 gives a summary and concluding snap-
shot of the research outcomes for each of the research issues.

A discussion of the research findings against key aspects of the litera-
ture will now follow.
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Addressing the Findings of the Book
in the Context of the Literature

This section is divided into three themes: the balance between private
label and manufacturer brands in FMCG/supermarket product catego-
ries; product innovation, category development/category support and
consumer choice; and strategic policies on the coexistence of private label
and manufacturer brands in the categories. The approach to this section
is that the research propositions outlined in the “Summary of Outcomes
for Research Issues” are discussed in the context of the literature. Some of
the propositions are handled jointly where there is overlap. Additionally,
the approach is that the research propositions are stated first, acting as
sub-headings for the discussion that follows them.

Balancing Private Label and Manufacturer Brands
in FMCG/Supermarket Product Categories

Concluding comments on research propositions 1a, 1b and 2a:

Research Proposition 1a: Equilibrium points exist in the aggregate long-
term share trends of private label and manufacturer brands in FMCG
product categories.

Research Proposition 1b: There are two possible states of equilibrium,
premature and mature equilibrium, in the long-term share trends of pri-
vate label and manufacturer brands in FMCG product categories.

Research Proposition 2a: In a grocery retail landscape characterised by
high retail concentration, there is an existence of equilibrium points between
private label and manufacturer brands in FMCG product categories.

The literature review has established that the FMCG/supermarket
environment has generally become more consolidated and concentrated,
especially in some economies; and that grocery retail consolidation/con-
centration has been linked with pushing private label share to high levels
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(Burt 2000; Coriolis Research 2002; Cotterill 1997; Defra 2006;
Hollingsworth 2004; Nielsen 2014; Rizkallah and Miller 2015). In the
manufacturer—retailer relationship, FMCG retailers largely hold the bal-
ance of power (Berthon et al. 1997; Hogarth-Scott 1999; Hollingsworth
2004; Hovhannisyan and Bozic 2013, 2016; Stankovi¢ and Koncar 2014;
Sutton-Brady et al. 2015; Panigyrakis and Veloutsou 2000; Weitz and
Wang 2004) and the powerful retailers have become gatekeepers of the
grocery retail shelves (ACNielsen et al. 20006). It is reasoned that this situ-
ation would predispose the retailers to want to capitalise on their power
to push their private label share to high levels, as a way of exploiting pri-
vate label’s higher capacity to generate profit (ACNielsen 2005; Burt
2000; Burt and Sparks 2003; Coriolis Research 2002; Cotterill 1997;
Defra 2006; Galbraith 1952; Porter 1976; Rizkallah and Miller 2015),
and the systematic push was reasonably perceived as having no end in
sight, leading to an overdominance of private label in the categories. Two
interpretations have come out of this issue, representing a contradiction
in the literature (Chimhundu et al. 2011). One line of reasoning is that
in highly concentrated grocery retail environments there is bound to be
an overdominance of private label. This line of reasoning is consistent
with an adversarial and aggressive approach to private label growth on the
part of retail chains. The other line of reasoning is that there is a high level
of strategic dependency between private label and manufacturer brands,
and therefore private label share and related merchandising measures will
not go beyond a level that would jeopardise manufacturer brand contri-
butions to the categories.

The results of the preliminary study on private label and manufacturer
brand share trends did not support a relentless advance in private label
share growth, and the results are not consistent with the adversarial and
aggressive approach of pushing private label to overdominance, despite
the environment of high retail consolidation/concentration and retailer
power. The results indicate that there are equilibrium points in grocery
product categories between private label and manufacturer brands that
exist independently of the level of power enjoyed by the retailer, even in
situations where the power of the retailer would theoretically allow them
to advance this penetration to very much higher levels.
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Additionally, the intensive primary study carried out in the New
Zealand FMCG/supermarket industry established that despite the pri-
vate label ambitions of the two major retail chains (in the New Zealand
duopoly), which are both geared towards increasing private label penetra-
tion from current levels, there is still an end in sight on the part of both
retail chains: a point beyond which the private label is not desired to go,
which is the point of ultimate equilibrium. This gives support to the
argument that a ‘strategy’ of some sort does exist, which is generally
understood, especially in the hierarchy of the retail chains, and is a sys-
tematically applied, high level (but unreported) retailer strategy.
Additionally, it was found that this is not necessarily explicitly communi-
cated with the participating manufacturers. One might therefore argue
that there is an element of tacit understanding in the industry on the
matter. Despite the shift in the balance of power to retailers, which may
mean that the retailers largely have the final say, it appears that the actual
final say is determined through rational business judgement, as the retail-
ers would not be willing to pursue actions that would be detrimental to
the categories. This reasoning is consistent with aspects of the literature
that have suggested that “the fact that private labels have low share in a
category does not imply that a particular retailer cannot create a success-
ful program in that category” (Hoch and Banerji 1993: 66). This particu-
lar point can even be extended to argue that theoretically, the retailers
have the capability to be overdominant in some categories if they wanted
it that way. Therefore, deciding whether to create the programme, and
with what objectives in terms of the size of the private label in the catego-
ries in relation to manufacturer brands, is a matter of rational business
judgement.

Propositions 1 and 2a are therefore given support by the results of this
study and the subsequent discussion, and one of the explanations on the
existence of equilibrium points is that retailer power is largely used in the
context of what is good for the categories long term, and not necessarily
in the context of the maximisation of retailer benefits at the expense of
the participating manufacturers, as this would not be sustainable. This
reasoning is further extended to give rise to subsequent propositions
relating to the contributions of private label and manufacturer brands
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towards innovation and the development of the categories, as well as to
the bases of power that are dominant in the coexistence of the two types
of brands in FMCG/supermarket product categories.

Concluding Comments on Research Propositions 2b and 2¢

Research Proposition 2b: The balance between private label and manu-
facturer brands in FMCG product categories differs from category to
category.

Research Proposition 2c: The balance between private label and manu-
facturer brands in FMCG product categories differs between grocery
retailers but follows a similar pattern across similar product categories of
the different retailers.

Private label share is not the same across categories (ACNielsen 2005;
Hoch and Banerji 1993; Nielsen 2014; Sirimanne 2016; Steenkamp and
Dekimpe 1997), and FMCG/supermarket product categories also differ
on a number of characteristics that include size, range of competing
brands and products (ACNielsen 2005), rate of category innovation
(Coriolis Research 2002), level of technology (Lehmann and Winer
2002), level of category commoditisation and related variables. It was
therefore reasoned that the product categories offer different opportuni-
ties and challenges to the retailers. Again, since certain categories such as
those that are commoditised are prone to high private label penetration
in relation to others, retailer strategic objectives and policies are expected
to differ across the categories.

A comparison of the food categories studied (milk, flour, cheese,
breakfast cereals and tomato sauce) has shown that there are differ-
ences in private label penetration as expected, and retailer strategic
objectives and policies differ as well across the categories. Categories
such as milk and flour have high private label penetration, while cat-
egories such as breakfast cereals and tomato sauce have relatively low
private label penetration. The aggregate private label shares discussed
in the preliminary study are therefore made up of different categories
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that have different degrees of balance between private label and manu-
facturer brands. Differences have also been noted in a number of other
aspects studied, such as shelf space and facings, shelf position, number
of brands and number of products in the categories. This state of affairs
therefore gives support to research proposition 2b and makes the
research proposition relevant. In addition, although shelf and related
measures were found to be different in the two major retail chains and
their respective supermarkets, there is a similar pattern between the
retail chains and among the supermarket groups, where similar catego-
ries have high levels of private label penetration, e.g. milk and flour in
both retail chains QR and ST. Similar categories have low private label
penetration (e.g. breakfast cereals and tomato sauce), or may have no
private label (e.g. deodorants and moisturisers). This is a response to
the opportunities available in each category relating to private label,
and these opportunities are discerned by both retail chains. In this
respect, support is given to research proposition 2c¢ as a relevant
proposition.

On the shelves, there was a mix of results on shelf measures for the
two types of brands. There were instances where either the private label
or the manufacturer brand were judged to be occupying either more
than, or less than, or the appropriate amount of space and prime shelf
position. The mix of these occurrences was such that the results of the
study are not consistent with a private label phenomenon that has
become overdominant, not only from the viewpoint of share/penetra-
tion, but also from the perspective of merchandising measures. In most
categories, manufacturer brands still dominate. Again, while the nature
of the category may partly determine the nature of coexistence, one
may still reason that the differences between what the categories have to
offer to the retailers also mean that retailer category strategic manage-
ment regimes are likely to differ by category; an issue that is examined
in a later proposition. By implication, this book further argues that it is
not just market forces that determine the balance in the coexistence of
private label and manufacturer brands in FMCG/supermarket product
categories, but that retailer strategic objectives regarding private label
have a role in it as well.
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Product Innovation, Category Marketing Support
and Consumer Choice

Concluding Comments on Research Propositions 3a and 3b

Research Proposition 3a: Due to their resources, manufacturer brands
have superior collective capacity to innovate at a higher rate than private

label.

Research Proposition 3b: Due to their resources, manufacturer brands
have superior collective capacity to make a greater contribution to cate-
gory marketing support and development than private label.

It was established in the literature review that both private label and
manufacturer brands engage in product innovation and category support
activities. Researchers, however, hold different views on the state of inno-
vation and the state of contribution to the development of categories by
the two types of brands. According to Conn (2005), one perspective is
that private label brands are leading the way and setting the standards on
innovation and retailers have been seen to be boosting their capacity for
innovation (Lindsay 2004), in addition to private label in certain coun-
tries having moved away from copying competition to setting its own
trends (Silverman 2004). Thus, private label brands have become masters
of their own destinies on innovation. The contrasting view notes that
historically, retailers have largely been followers of manufacturer brands
on innovation (Aribarg et al. 2014; Coelho do Vale and Verga-Matos
2015; Hoch and Banerji 1993; Olbrich et al. 2016). Generally, private
label development is not backed by enough research and development
money and cannot afford the necessary resources (Conn 2005; Steiner
2004). In addition, supermarket categories would naturally consist of
many specialised manufacturers whose manufacturer brands, collectively,
are expected to have more resources, skills and knowledge in the areas of
product innovation and category support than private label brands. There
are also two perspectives in the literature on the extent to which private
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label can actually develop the categories. One view, consistent with
research carried out by Putsis and Dhar (1996) is that the private label is
capable of expanding category expenditure and developing the market,
and not just stealing share from manufacturer brands. A contrary view,
however (Anonymous 2005), is that it is the manufacturer brand that
actually expands the categories.

The results of the study, in relation to capacity for innovation and rate
of innovation, have shown that the resources (and expertise) of manufac-
turers enable them to collectively contribute more towards product inno-
vation in the categories than private label. Research proposition 3a
therefore reflects the research evidence. In this proposition, the term
“resources” incorporates not only facilities and finance, but also expertise
from the viewpoint of expert resources. The results of the study as far as
category support is concerned have shown that manufacturer brands do
the bulk of the category development activities. The collective resources
of the different manufacturers/suppliers that are ploughed back into the
categories through category marketing support are greater in magnitude
than those of private label. Therefore, in the same way as research propo-
sition 3a, research proposition 3b is judged to be relevant and is given
support.

While the results of the study are very much in line with Hoch and
Banerji (1993) and Steiner (2004) concerning capacity for innovation,
and with Anonymous (2005) on the issue of capacity for category sup-
port, it should be noted that the results are specific to the New Zealand
FMCG/supermarket industry, and on the global level, to FMCG retail
environments that are characterised by high retail concentration and that
are still at the stage of developing private label to higher levels. From a
private label perspective, the New Zealand private label industry is still
developing, unlike some of the more mature private label industries such
as the UK and Switzerland. In this regard, it can be suggested that, on the
matter of private label and manufacturer brand contributions to innova-
tion and category support, there is a bigger gap between the contribu-
tions of the two types of brands to FMCG/supermarket categories in
New Zealand than, say, in the UK. It can equally be reasoned that since
private label development is at different stages in different parts of the
world, the situation in terms of private label and manufacturer brand
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contributions to product innovation and category support is economy-
and industry-specific. In industries that have yet to develop their private
label portfolios to the fullest, manufacturer brands are expected to do
much more in the areas of innovation and category support than private
label. The study has shown that the New Zealand FMCG/supermarket
environment is one such industry, and on a global scale, industries with
similar conditions are expected to have similar characteristics.

Concluding Comments on Research Propositions 4a, 4b

and 4c

Research Proposition 4a: Retailers are aware of manufacturer brands’
superior capacity for innovation and category development.

Research Proposition 4b: Retailers seek to draw upon this capacity as
part of a coherent, pooled interdependence strategy.

Research Proposition 4c: This aspect of strategic dependency has rele-
vance for the determination of policies that govern the coexistence of
private label and manufacturer brands in FMCG product categories.

Since retailers are actively involved in the management of FMCG/
supermarket product categories, it is to be expected that they would be
very much aware of the state of affairs concerning private label and man-
ufacturer brand capacity for innovation and category support in the
product categories, in the same way as they would be aware of product
and category trends relating to sales and profit performance.

Furthermore, the literature review has established that researchers are
generally in agreement on the importance of innovation as a driving force
in the growth of companies and categories (e.g. Anonymous 2004;
Brenner 1994; BCG 2005; Doyle and Bridgewater 1998; Guinet and
Pilat 1999; Hardaker 1998; Kung and Schmid 2015; Robert 1995).
Research has also demonstrated that more innovative categories tend to
be more successful than less innovative ones (Booz et al. 1982). Brand
building and differentiation through a variety of marketing activities,
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including advertising, are seen as essential ingredients of the continued
development of product categories.

The consumer packaged goods literature has, however, largely por-
trayed manufacturer brand innovation in relation to private label as a
competitive tool that is employed against private label, in addition to
competing with other manufacturer brands (e.g. Coriolis Research 2002;
Information Resources Inc. 2005; Kumar and Steenkamp 2007b; Verhoef
et al. 2002). It largely suggests that manufacturer brand innovation is
inhibiting private label in FMCG categories. It was noted that the alter-
native view of manufacturer brand innovation as an enhancer of private
label has not been investigated in depth and has not been given promi-
nence in the mainstream academic literature (Chimhundu et al. 2010).
For instance, the imitative and parasitic behaviour of private label (e.g.
Coelho do Vale and Verga-Matos 2015; Collins-Dodd and Zaichkowsky
1999; Harvey 2000; Hoch and Banerji 1993; Ogbonna and Wilkinson
1998; Olbrich et al. 2016) has been reported in the literature, and one
would imagine that retailers are positively benefiting from manufacturer
brand innovation in that way and in related ways. It can therefore be
reasoned that if there are aspects of manufacturer brand innovation that
enhance private label, those aspects would most likely be taken into
account by the powerful retail chains in the determination of the policies
and strategies that govern the coexistence of their private labels with
manufacturer brands in the product categories. One might further reason
that manufacturer brands that are more innovative and supportive to the
categories are viewed more positively by grocery retailers than those that
are not because the grocery retailers benefit more from them.

The results of this research are therefore in line with research proposi-
tions 4a and 4b respectively. In the process, it is shown that there is an
element of contributing to a pool from which the other party draws. In
addition, four themes were drawn from the discussions on the topic of
how good or bad manufacturer brand innovation activities are for private
label. The study has shown the following: the competitiveness of innova-
tive manufacturer brands inhibits private label (theme 1); private label is
enhanced by manufacturer brand innovation driving the growth of prod-
ucts (theme 2); the adaptation of successful manufacturer brand innova-
tions by private label enhances the private label (theme 3); and the
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customer pulling power of innovative manufacturer brands enhances pri-
vate label (theme 4). These are areas of strategic dependency between
manufacturer brands and private label. Although the competitiveness of
innovative manufacturer brands inhibits private label, manufacturer
brand innovation and category support actually have a huge positive
impact on the welfare of private label in FMCG/supermarket categories
on aspects related to driving category growth, private label adapting suc-
cessful manufacturer brand innovations, and private label tapping into
the customer pulling power of innovative manufacturer brands. These
three aspects therefore make research proposition 4b relevant.

This book argues that strategic policies that govern the coexistence of
private label and manufacturer brands in the categories are partly influ-
enced by retailer perceptions of manufacturer brands’ ability to enhance
the private label (Chimhundu et al. 2010). Manufacturer brand innova-
tion and category support largely have a positive impact on private label
in grocery retail categories, and private label is largely strategically depen-
dent on manufacturer brands in these areas. This aspect of strategic
dependency therefore has relevance for the determination of policies that
govern the coexistence of private label and manufacturer brands in
FMCG/supermarket product categories, and research proposition 4c
becomes relevant in this regard as it is given support by the results and by
this discussion. Going beyond the superficial level of competition between
the two types of brands and demonstrating the converse aspects of the
systematic enhancement of private label is in itself a step forward in bet-
ter understanding the coexistence of private label and manufacturer
brands in the categories. Aspects of strategic dependency play a key role.

Concluding Comments on Research Proposition 5

Research Proposition 5: Consumer choice considerations have relevance
for the determination of policies that govern the coexistence of private
label and manufacturer brands in FMCG product categories.

From the literature, it was noted that the consumer is the ultimate
customer for both private label and manufacturer brands. The consumer
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and related consumer choice considerations are relevant to the coexis-
tence of private label and manufacturer brands in FMCG/supermarket
product categories. This is in line with the reviewed definition of category
management that includes consumer focus as a key element. Consumers
drive what goes on in the categories (ACNielsen et al. 2006), alongside
other factors. Consumers have the freedom to choose among competing
offerings (Kaswengi and Diallo 2015; Nelson 2002; Olbrich et al. 2016)
and they want brand/product selection as well. It was further established
in the review of the literature that in the category management set-up,
the private label is seen as being protected by the retailer (e.g. Major and
McTaggart 2005) and has the privilege of being in control of its own
marketing mix and that of competitor brands (Hoch et al. 2002a, b). In
addition, retailers have their own strategic objectives for private label and
can employ specific strategic management regimes at their discretion.

The results of the study are in line with research proposition 5 as a
relevant proposition. Consumer choice considerations have a bearing on
the determination of policies that govern the coexistence of private label
and manufacturer brands in FMCG/supermarket product categories.
The consumer has not been lost in the equation, despite the fact that the
retailers may have to compromise consumer issues to advance certain
strategic objectives in terms of private label. In the highly consolidated
and concentrated grocery retail environment where retailers have
become increasingly powerful, while the retailers have other strategic
interests with respect to their private label (e.g. rationalising the catego-
ries and accommodating the private label) and such considerations may
have compromised consumer choice issues to some degree, consumer
choice is still a valid concern when determining the balance between
private label and manufacturer brands in the categories. Private label
overdominance would compromise consumer focus to the extent that
the business viability of the categories would be threatened. Therefore,
although the retailers, as owners of the private label, hold the balance of
power in the relationship with manufacturers as owners of the manufac-
turer brands, consumers still have a measure of power, even in the highly
concentrated grocery retail environment, as they continue to demand
manufacturer brands. This tends to give the manufacturer brand a mea-
sure of power as well.
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Category Strategic Policies on the Coexistence
of Private Label and Manufacturer Brands in FMCG/
Supermarket Product Categories

Concluding Comments on Research Proposition 6

Research Proposition 6: The mode of coexistence between private label
and manufacturer brands expresses itself in the form of category-specific
strategic management regimes driven by the retailer.

As noted in the discussion of the preceding propositions, the mode of
coexistence between private label and manufacturer brands takes into
account areas of strategic dependency between the two types of brands,
as well as consumer choice. Due to the fact that it is widely recognised in
the literature that power in the FMCG sector has shifted from manufac-
turers to retailers, and that the balance of power is in the hands of the
retailers (ACNielsen et al. 2006; Berthon et al. 1997; Hogarth-Scott
1999; Hollingsworth 2004; Hovhannisyan and Bozic 2013, 2016;
Stankovi¢ and Koncar 2014; Sutton-Brady et al. 2015; Kumar and
Steenkamp 2007a, b; Panigyrakis and Veloutsou 2000; Weitz and Wang
2004), retailers are expected to have a bigger say than manufacturers on
how private label and manufacturer brands should coexist in the grocery
retail categories in the matters of strategic dependency, consumer choice,
merchandising issues, private label growth and share and so on. The
study has shown that despite the fact that the five categories, milk, flour,
cheese, breakfast cereals and tomato sauce, are managed with the help of
participating manufacturers, especially the leading manufacturers, and
with varying degrees of participation depending on the retail chain and
the category, the retailers are actually very much in charge of what goes
on in all the categories studied and in both retail chains (and all four
supermarket groups studied). In the context of the literature (e.g.
Kurtulus and Toktay 2005) which has hinted that “retailers who become
too dependent on their category captains risk a strategic loss of power”
(p- 59), this book has shown that retailers have the final say on policies
and strategies relating to the coexistence of private label and manufac-
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turer brands in the categories. There is no evidence of any strategic loss
of power on the part of the retailers in terms of category management
arrangements. This is in line with research proposition 6 on retailers driv-
ing the strategic management regimes. It is therefore largely retailer stra-
tegic thinking that drives private label and manufacturer brand
coexistence in the categories.

The literature has also established that there are inherent differences in
the categories (ACNielsen 2005; Coriolis Research 2002; Hoch and
Banerji 1993; Lehmann and Winer 2002) and that the categories offer
different opportunities and challenges for the private label brands, there-
fore the retailers would most likely equally put in place policies that are
category-specific. The study found that retailer expectations of the coex-
istence of the two types of brands in the categories are not the same for
milk, flour, cheese, breakfast cereals and tomato sauce. Retailer strategic
objectives regarding the level to which the private label should grow differ
across the categories. The other part of proposition 6 that relates to
category-specific strategic management regimes is also in line with the
results of this study. It can be further reasoned that due to their control,
the retailers can influence to some extent the aspects that determine the
final composition of private label and manufacturer brands participating
in the categories, although market forces are also at play. In addition, it
was found that across the studied categories, the retailers expect that
manufacturer brands do the bulk of driving the categories through inno-
vation and category support. Although retailers make their contributions
in this regard, it was noted that the retailers promote their private label in
some categories but choose not to do so in others (e.g. the milk category),
and these are category-specific decisions. As far as private label portfolio
is concerned, it was found that the retailers have adopted a two-tier qual-
ity spectrum across the five categories and two retail chains. In the con-
text of the four-generation private label typology (Laaksonen 1994;
Laaksonen and Reynolds 1994), it is largely the fourth-generation private
label that is missing from the private label portfolio, but the fourth gen-
eration does exist on the manufacturer brand side. A full private label
quality spectrum is not being employed, and discussions held with the
research participants confirmed that this is the model of coexistence cur-
rently in place.
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It could be argued, on the other hand, that while retailers may not be
able to conduct innovation and category support to the same level as
manufacturers in all categories, they would definitely be able to do so in
some (at least a few) categories if they wanted to. This reasoning is con-
sistent with the argument put forward by Hoch and Banerji (1993),
that “the fact that private labels have low share in a category does not
imply that a particular retailer cannot create a successful program in
that category” (p. 66). Innovation related to fourth-generation private
label and category support linked to brand advertising would form a
good part of that “successful programme”. In this regard, retailer strate-
gic management regimes in the different categories are tuned to the
level of “success” that the retailers want to achieve in a category.
Therefore, both strategic management regimes (designed to achieve cer-
tain outcomes with respect to the coexistence of private label and man-
ufacturer brands) and consumer considerations have a part to play in
the coexistence.

Concluding Comments on Research Propositions 7a and 7b

Research Proposition 7a: The mode of coexistence between private label
and manufacturer brands in FMCG product categories is rooted in the
theory of power.

Research Proposition 7b: 'The mode of coexistence between private label
and manufacturer brands in FMCG product categories is largely driven
by expert and referent bases of power rather than coercive power.

The radically altered FMCG landscape (Kumar and Steenkamp 2007a)
is characterised by increased retailer power (Hogarth-Scott 1999;
Hollingsworth 2004; Hovhannisyan and Bozic 2013, 2016; Nielsen
2014; Rizkallah and Miller 2015; Stankovi¢ and Koncar 2014) and direct
competition (Steenkamp et al. 2010) between brands owned and man-
aged by owners of the FMCG/supermarket shelves and those owned and
managed by manufacturers. With the increasing power and dominance
of retailers, it was argued in the literature review that despite the



248 R. Chimhundu

expectations and actions of consumers and manufacturers, retailers have
the capacity to significantly influence the final composition of the private
label and manufacturer brands offered in the supermarket product cate-
gories. This was expected to be especially so in environments character-
ised by very high retail consolidation and concentration, where the
retailers would be expected to have the capacity to employ coercive power
to achieve certain outcomes.

This book has examined strategic policy areas in the coexistence of
private label and manufacturer brands in the categories, covering the fol-
lowing: private label growth and equilibrium, shelf/merchandising deci-
sions, category management arrangements, driving category growth
through innovation and category support, and private label quality spec-
trum. The study used the bases of power (Hunt 2015; French and Raven
1959) as an interpretive framework. Despite the high retail consolidation
and concentration in the New Zealand grocery retail industry and the
power imbalance that is in favour of the grocery retail chains in relation
to manufacturers/suppliers, and contrary to what one might expect, coer-
cive power was not found to be the dominant source of power governing
the coexistence of the two types of brands. As discussed earlier, the coex-
istence was found to be driven primarily by expert power, and secondarily
by referent power. Reward power is also at play, and all these bases of
power are non-coercive. Therefore, the relevance of research propositions
7a and 7b is supported.

This book argues that the outcome with respect to the use of power
is partly a reflection of the strategic dependency between private label
and manufacturer brands in the categories. Dapiran and Hogarth-Scott
(2003) suggested that, where there is high retail concentration and low
grocery retailer dependence on the supplier, retailers are more likely to
employ coercive power. Logically, therefore, it can be reasoned further
that the strategic dependency between private label and manufacturer
brands in the areas of innovation and category support is high.
Additionally, this state of affairs can be further understood from the
perspective that, in the category management relationship between
manufacturers and retailers, each party brings something that is valued
by the other party to the table. Therefore, despite the fact that it is
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widely recognised in the literature that power in the FMCG sector has
largely shifted from manufacturers to retailers and that the balance of
power is in the hands of the retailers, there is still an intricate power—
dependence relationship that plays a role in shaping the nature of the
coexistence between the two types of brands. The concept of counter-
vailing power (Hunt and Nevin 1974; Howe 1990) is very much at play
in the categories. Additionally, the state of affairs is also a reflection of
retailer strategic thinking on how the power issue should be navigated,
especially taking into account the long-term strategic health of the
product categories.

Resultant Modified Conceptual Framework

The resultant modified conceptual framework is shown in Fig. 9.1. As
can be seen in the framework, the categories that were studied have been
incorporated. This is partly in recognition of the delimitations of the
scope of the study with respect to analytic generalisation. Furthermore,
in connection with the other concepts in the framework, product innova-
tion and category support, alongside consumer choice, were confirmed in
the study as having relevance to the determination of strategic manage-
ment regimes governing the coexistence of private label and manufac-
turer brands in FMCG/supermarket product categories. Product
innovation and category support are in fact areas of strategic dependency.
Mainstream academic literature has not spelt out the importance of prod-
uct innovation and category support in this area, although consumer
choice has been a commonly recognised variable.

Additionally, an assessment of the role played by the bases of power in
terms of which bases are dominant (particularly in a highly consolidated
and concentrated FMCG/supermarket environment) shows that expert
and referent bases of power, rather than coercive power, are dominant. It
can be argued that this is a reflection of retailer strategic thinking, as the
results of the research have shown that retailers are very much in charge
and dictate matters as far as the coexistence of the two types of brands in
the categories is concerned.
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Theoretical Implications

The theoretical implications of this study are presented in this section in
the context of the answers to the research questions raised by the book
and the contribution of the research to the academic literature. The pri-
mary research question, which was derived through a literature review,
concerns how private label and manufacturer brands coexist in FMCG/
supermarket product categories in an FMCG landscape characterised by
high retail concentration, and how relevant power is to this coexistence.
The primary research question was further divided into three subsidiary
research questions. Answers to the subsidiary research questions provide
an answer to the primary research question, and these answers form the
bulk of the academic contribution of the research.

The first subsidiary research question was: Does a grocery retail envi-
ronment characterised by high retail concentration lead to an overdomi-
nance of private label in relation to manufacturer brands in FMCG/
supermarket product categories? Based on the results of the study, the
answer to this question is that such a grocery retail environment does not
necessarily lead to overdominance of private label brands over manufac-
turer brands in FMCG/supermarket product categories (Chimhundu
et al. 2011). There are equilibrium points in the coexistence of the two
types of brands in the categories, beyond which grocery retailers may not
want to take their private label, and these equilibrium points safeguard
the long-term strategic health of the categories.

A review of the literature established the trend of increased grocery retail
consolidation and concentration, especially in some economies, and
showed that grocery retail consolidation/concentration fuels private label
brand shares to high levels, thereby giving the impression that highly con-
solidated grocery retail environments are synonymous with high private
label penetration. Given the increasing power of retailers, and the retailers’
ambitions with respect to their private labels, it was necessary to establish
whether this might fuel private label growth and share with no end in
sight, especially given that the literature has shown that private label brands
have a higher capacity to generate profit. It was important for an investiga-
tion of this issue to include a highly concentrated FMCG/supermarket
contextual environment, and New Zealand is one such environment.
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The second subsidiary research question was: How important are
aspects of strategic dependency between manufacturer brands and private
label in determining the nature of the coexistence between the two types
of brands in FMCG/supermarket product categories? The answer to this
question is that aspects of strategic dependency between private label and
manufacturer brands have relevance for the determination of policies that
govern the coexistence of the two types of brands in the product catego-
ries. These aspects of strategic dependency are in the areas of comparative
capacity to deliver product innovation, and category support on the part
of private label and manufacturer brands. The greater collective capacity
of manufacturer brands to deliver product innovation and category sup-
port is an important aspect of strategic dependency that helps to shape
the nature of coexistence between the two types of brands. Therefore,
while consumer choice is prominent in the academic literature (through
its central role in category management) as a factor that plays a part in the
determination of the nature of coexistence between private label and
manufacturer brands in the categories, this research has shown that other
deeper, underlying factors that have not been given much prominence in
the mainstream academic literature are at play as well.

In addition, in relation to the areas of strategic dependency incorpo-
rated into this study, the FMCG marketing literature has largely por-
trayed manufacturer brand innovation (and related marketing activities)
as a competitive tool that is employed against private label, in addition to
competing with other manufacturer brands, and suggested that this
inhibits private label in the act of competing with them. The alternative
view, of manufacturer brand innovation having a positive impact on pri-
vate label, has hardly been investigated in depth. This was worth exami-
nation, especially given that the imitative and parasitic behaviour
associated with private label is indirect testimony to the fact that private
label brands have something to gain from the activities of manufacturer
brands. The study has shown that aspects of manufacturer brand innova-
tion and brand/category support that inhibit private label seem to be
outweighed by those that enhance private label. The competitiveness of
innovative manufacturer brands does inhibit private label; yet private
label is enhanced by manufacturer brand innovation driving the catego-
ries and category growth. Moreover, the adaptation of successful manu-
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facturer brand innovations by private label enhances private label, and so
does the customer pulling power of innovative manufacturer brands.

These are areas in which private label is strategically dependent on
manufacturer brands. Thus, manufacturer brand innovation and cate-
gory support largely have a positive impact on the welfare of private label
in FMCG/supermarket categories. What this book proposes is that man-
ufacturer brand innovation and marketing are largely positive and wel-
come to the private label. They help to shape retailer strategic policies on
the coexistence of the two types of brands in the categories. The logical
conclusion from this is therefore that more innovative and supportive
manufacturer brands are good news for private label. This offers a fresh
perspective in explaining the coexistence of private label and manufac-
turer brands in grocery retail categories, especially given that the two are
in a state of direct competition on the shelves. Aspects of manufacturer
brand innovation and category support that enhance private label play a
strategic role.

The third subsidiary research question was: In an FMCG/supermarket
landscape characterised by high retail concentration and direct competition
between brands owned and managed by owners of the grocery retail shelves
(private label) and those owned and managed by manufacturers (manufac-
turer brands), what role is played by power in the coexistence relationship
between the two types of brands in FMCG/supermarket product catego-
ries? The answer to this question, based on the New Zealand study, is that
in such a landscape, as well as in the situation of direct competition between
private label and manufacturer brands, the theory of power is relevant to
the coexistence of the two types of brands in an intricate manner. Despite
the balance of power being very much in favour of grocery retailers, it is
largely expert and referent bases of power rather than coercive power that
are dominant in the coexistence relationship of the two types of brands.

By implication, as an overall assessment of the research contribution of
the book, the above contributions are taken to be examples of the “smaller
bricks of new knowledge” (Lindgreen et al. 2001: 513) that advance the
academic literature. They add an “incremental step in understanding”
(Phillips and Pugh 2000: 64) the coexistence of private label and manu-
facturer brands in FMCG/supermarket product categories in the FMCG

landscape under discussion.
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Additionally, this book on the coexistence of private label and manu-
facturer brands in the product categories has, as illustrated in the litera-
ture development discussion, addressed interlinked issues in need of
research that advances the academic literature. The literature review
showed that these interlinked issues are represented by research directions
recommended by a number of authors, and these research directions have
been creatively made to systematically converge on the coexistence of
private label and manufacturer brands in a way that legitimately advances
the literature on the topic.

Furthermore, it was shown in the literature review that most academic
studies in the area of this research were carried out in the USA, the UK and
Europe. Countries such as New Zealand and Australia have not served as
research environments for much of the published academic work. Private
label research experts have therefore identified the need to take the research
to other environments than those that are frequently researched. Taking
the research to New Zealand has made a contribution to the academic
literature in a way that offers a fresh perspective, as this under-researched
environment offers different conditions in comparison to the USA and
Europe. Specifically, the New Zealand FMCG/supermarket industry is
much more consolidated than any other in the developed world; it is a
duopoly, and its private label portfolio is still in the development stages.
The highest private label quality tiers have not been fully utilised.

Once again, from a methodological perspective, it was noted in the
literature review table (Table 4.1: Key literature on manufacturer brands
and private label) in Chap. 4, that most of the research on private label
and manufacturer brands has employed the quantitative methodology.
Qualitative empirical studies that allow in-depth analysis of specific issues
concerning the coexistence of the two types of brands have not really
featured. The research area lacked qualitative, empirical studies, and this
research book has largely adopted one.

Implications for Marketing Practice

This book has established that there are equilibrium points in the coexis-
tence of private label and manufacturer brands in FMCG/supermarket
categories, thus underlining the importance of both types of brands to
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the grocery retailers. From the category management perspective, while
the optimum balance between private label and manufacturer brands has
largely been understood to involve adopting a mix that maximises cur-
rent category sales and profit, the impact that this has on the long-term
strategic health of the categories from an innovation and category sup-
port point of view is not certain. The results of this study would seem to
suggest that an alternative model that takes into account the long-term
strategic health of the categories from an innovation and category sup-
port point of view is equally legitimate. Therefore, a category managerial
effort that constantly and systematically seeks to establish the appropriate
equilibrium between private label and manufacturer brands, and that
ensures the maximum level of category innovation, support and growth,
would be desirable. This book suggests that these optimum points exist.
From a practical perspective, a systematic approach on the part of the
retail chains to establish where the points are in each category would be a
step forward. It should be noted, though, that there would not be a stan-
dard formula for this because category situations differ. So a full account
of the circumstances of each category would have to be taken into
consideration.

The book has also established that aspects of manufacturer brand inno-
vation and category support that enhance private label are taken into
account in the determination of category-specific strategic management
regimes relating to the coexistence of the two types of brands in the cat-
egories. Despite promoting the competitiveness of manufacturer brands,
the innovation and marketing activities of manufacturer brands are good
for private label. Manufacturers/suppliers have to take note of the fact
that, in the new grocery retail environment characterised by high retail
consolidation and concentration, as well as retailer power, manufacturer
brand innovation and marketing are key expert power sources that can
shape the nature of the coexistence of their brands with private label in
the categories. Manufacturer brands that excel in this respect are viewed
in a more favourable light by the powerful retail chains than those that do
not. In addition, the study has shown that the referent power of strong
manufacturer brands is desirable to the private label. Therefore, invest-
ment in brand equity through product innovation and marketing sup-
portis a sure way for the FMCG manufacturer brand to achieve continued
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coexistence with the private label in the product categories, especially in
this era of category rationalisation.

Global Implications and Comparative Case
Study Examples

The findings of this book have global implications beyond New Zealand,
as has already been discussed, and this can be further illustrated by mak-
ing comparisons between New Zealand and other countries using a stan-
dard set of theoretical points. To do so, comparisons are made between
four consumer goods industries with private label brands. The focus of
this comparison is the interplay of two key factors, retail consolidation
and retailer private label strategy, and how this has practical implications
for private label growth in relation to manufacturer brands. For the sake
of this exercise, low private label penetration is considered to be anything
below 15% private label share in relation to manufacturer brands;
medium private label penetration is anything from 15% to 29%, and
high private label penetration is anything from 30% upwards.

A Case Study of Switzerland and the UK

The food/grocery retail industries of these two countries have been
selected for having a very high private label share of approximately 45%
(Switzerland) and approximately 41% (the UK). Retail consolidation is
measured by the use of a concentration ratio, which is the percentage of
sales commanded by the largest retail company in an industry (Defra
20006). A five-firm concentration ratio of 60% and above is considered
high. Both Switzerland and the UK are highly consolidated and have
high retail concentration ratios. Coming on to private label portfolio,
both Switzerland and the UK employ the full private label quality spec-
trum of first-, second-, third- and fourth-generation private labels.
Therefore, they have premium private label brands that match premium
manufacturer brands in their private label portfolio. Thus high private
label penetration was achievable.
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A Case Study of Australia

The food/grocery retail industry of this country has been selected for hav-
ing a medium private label share of approximately 21%. Australia is also
highly consolidated and has a high retail concentration ratio. As for pri-
vate label portfolio, Australia has employed first-, second- and third-
generation brands, and fourth-generation private label is arguably well in
place as well. This may be one explanation, among others, for the steady
growth in private label.

A Case Study of New Zealand

The food/grocery retail industry of this country has been selected for hav-
ing a low private label share of approximately 13%. Likewise, New
Zealand is also highly consolidated and has a very high retail concentra-
tion ratio. The New Zealand situation is slightly different in that, with
respect to private label portfolio, first-, second- and third-generation pri-
vate labels feature. The fourth generation could still be something of the
future, but some marketing practitioners argue that the market is too
small to support the development of premium private labels and benefit
from that. This may partly explain the stagnation of private label share in
this industry.

Implications for Private Label Growth

Retail consolidation in the consumer goods industry results in large scale
FMCG retail organisations. The resultant scale generally gives private
label “product innovation, consumer research and marketing muscle”
(Nielsen 2014: 22). An analysis of retail concentration (a result of retail
consolidation) and the employment of a private label quality spectrum
can be done for any private label industry globally, and depending on
industry actions and private label strategy concerning the employment of
either a partial or a full private label quality spectrum, business practitio-
ners and scholars will be better able to comprehend and predict private
label trends in any market on the globe.
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Drawing Conclusions from this Book

This book has employed the multiple-case study methodology. The meth-
odological limitations of this approach were discussed in Chap. 7, and it
is important to note that the book has addressed the potential weaknesses
of this methodology by adopting an approach that is considered by case
research methodology experts (e.g. Yin 2003, 2013) to be rigorous and
systematic. The approach has included making use of prior theory, using
multiple sources of evidence, establishing a chain of evidence, allowing
interview participants to review interview data (and category observation
data where applicable), addressing rival explanations, using replication
logic, using a case study protocol and developing a case study database.
Additionally, systematic analysis of case study evidence was largely based
on the recommendations of relevant research experts (e.g. Gibbs 2007;
Miles and Huberman 1994). Therefore, the research boasts a good mea-
sure of validity and reliability.

When drawing conclusions from this work, it should be borne in
mind that the book seeks analytic generalisation. The research issues
identified have therefore been tested for adequacy in the context of the
delimitations of the scope of the research. While its scope is limited to
the categories studied, the grocery retail chains and the FMCG/super-
market industry and economy studied, the book has a global appeal from
the perspective that lessons learnt from this book would likely hold true
for industries in other parts of the world with similar conditions.
Furthermore, the lessons should be of interest to all grocery industry
environments that have both private label and manufacturer brands on
grocery retail shelves.

Directions for Further Research

This volume offers opportunities for further research from a number of
perspectives. Firstly, the study largely focused on five food product
categories that have a private label brand presence: milk, flour, cheese,
breakfast cereals and tomato sauce. Future research could investigate
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other FMCG/supermarket categories to see if the same findings hold
true there as well. Secondly, the main study was based on the New
Zealand FMCG/supermarket sector. Industry environments would
usually differ in one or more areas from economy to economy. The
research could be extended to FMCG industries in other countries.
Such studies could still maintain the case study approach, which allows
an in-depth investigation of the specific FMCG industries chosen.
Thirdly, it was noted that the nature of the study undertaken was such
that the findings of the research are generalisable to theory (i.e. ana-
lytic generalisation). The study could be further extended to achieve
statistical generalisation. This would mean designing research that
largely adopts the positivist approach, covering many categories and a
number of economies. In this regard, the modified conceptual frame-
work created in this book has research propositions that have been
advanced, and that can be refined into hypotheses that could then be
empirically tested using studies set in the positivist paradigm. Fourthly,
a comparative study of a number of FMCG industries that have a high
level of retail concentration and those that have a low level of retail
concentration could be conducted to establish whether there are fun-
damental differences between the two groups with respect to retailer
strategic thinking and general approach to the coexistence of the two
types of brands. Fifthly, the private label phenomenon is not only lim-
ited to FMCG; it does exist in other sectors as well. Future studies
could investigate the coexistence of private label and manufacturer/
supplier brands in industries such as business-to-business and
services.

Chapter Recap

This final chapter of this book has addressed a summary statement of
outcomes on the research issues, findings of the research in the context of
the literature, resultant modified conceptual framework, theoretical
implications and implications for marketing practice, drawing conclu-
sions from the study and suggesting directions for further research.
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Conclusion

This book has investigated the coexistence of private label (i.e. retailer
own brands) and manufacturer brands in FMCG/supermarket product
categories in an environment characterised by high retail consolidation
and concentration, as well as direct competition between brands owned
and managed by owners of the grocery retail shelves (private label) and
those owned and managed by their suppliers (manufacturer brands). The
book is set in the interpretive paradigm (realist variant) and has adopted
the multiple-case study research methodology.

The book has argued firstly that a grocery retail environment character-
ised by high retail consolidation and concentration does not necessarily lead
to an overdominance of private label in relation to manufacturer brands in
FMCG/supermarket product categories (Chimhundu etal. 2011). Secondly,
the book has reasoned that aspects of strategic dependency between private
label and manufacturer brands have relevance to the determination of poli-
cies that govern the coexistence of the two types of brands in FMCG/super-
market product categories (Chimhundu et al. 2010). Furthermore,
manufacturer brands’ greater collective capacity to deliver product innova-
tion and category support is a key aspect of the strategic dependency between
private label and manufacturer brands that shapes the nature of coexistence
between the two types of brands (Chimhundu et al. 2015a, b). Finally, the
book has further reasoned that in an FMCG landscape characterised by
high retail consolidation and concentration, and direct competition between
brands owned and managed by owners of the grocery retail shelves and
those owned and managed by their suppliers, power is relevant to the coex-
istence of the two types of brands in an intricate manner. Although the bal-
ance of power is in favour of the grocery retailers, it is largely expert and
referent bases of power rather than coercive power that dictate the coexis-
tence relationship of the two types of brands (Chimhundu 2016).

The book has further provided a resultant modified conceptual frame-
work that systematically integrates the outcomes of the key research issues
investigated, and this framework comes with research propositions that
individually offer opportunities and directions for further research. These
research propositions could be further developed into hypotheses that
could be investigated using confirmatory studies that are set in the posi-
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tivist paradigm. Therefore, in addition to this book’s contribution to
knowledge and practice, it also offers a wide variety of avenues for further
intellectual enquiry that would contribute to knowledge and shape prac-
tice in the area of marketing private label and manufacturer brands.
Finally, and most importantly, the underlying lessons from this book are
relevant globally and should hold true in other environments around the
world that may have more or less similar conditions.

References

ACNielsen. (2005). The power of private label: A review of growth trends around
the world. New York, NY: ACNielsen.

ACNielsen, Karolefski, J., & Heller, A. (20006). Consumer-centric category man-
agement: How to increase profits by managing categories based on consumer
needs. Hoboken, NJ: Wiley.

Anonymous. (2004). Effective innovation. Strategic Direction, 20(7), 33-35.

Anonymous. (2005). House brand strategy doesn’t quite check out. 7he Age. Retrieved
December 3, 2017, from http://www.theage.com.au/news/Business/House-
brand-strategy-doesnt-quite-check-out/2005/04/01/1112302232004.html

Aribarg, A., Arora, N., Henderson, T., & Kim, Y. (2014). Private label imitation
of a national brand: Implications for consumer choice and law. Journal of
Marketing Research, 51(6), 657-675.

BCG (Boston Consulting Group). (2005). Innovation 2005. Boston, MA: The
Boston Consulting Group Inc.

Berthon, P, Hulbert, J. M., & Pitt, L. E (1997). Brands, brand managers and
the management of brands: Where to next? MSI Report No. 97-122.
Cambridge, MA: Marketing Science Institute.

Booz, Allen and Hamilton. (1982). New product management for the 1980s.
New York, NY: New York Press.

Brenner, M. S. (1994). Tracking new products: A practitioner’s guide. Research
Technology Management, 37(6), 36-40.

Burt, S. (2000). The strategic role of retail brands in British grocery retailing.
European Journal of Marketing, 34(8), 875-890.

Burt, S. L., & Sparks, L. (2003). Power and competition in the UK retail gro-
cery market. British Journal of Management, 14(3), 237-254.

Chimhundu, R. (2016). Marketing store brands and manufacturer brands: Role
of referent and expert power in merchandising decisions. Journal of Brand
Management, 23(5), 24-40.


http://www.theage.com.au/news/Business/House-brand-strategy-doesnt-quite-check-out/2005/04/01/1112302232004.html
http://www.theage.com.au/news/Business/House-brand-strategy-doesnt-quite-check-out/2005/04/01/1112302232004.html

262 R. Chimhundu

Chimhundu, R., Hamlin, R. P, & McNeill, L. (2010). Impact of manufacturer
brand innovation on retailer brands. International Journal of Business and
Management, 5(9), 10-18.

Chimhundu, R., Hamlin, R. P, & McNeill, L. (2011). Retailer brand share
statistics in four developed economies from 1992 to 2005: Some observa-
tions and implications. British Food Journal, 113(3), 391-403.

Chimhundu, R., Kong, E., & Gururajan, R. (2015a). Category captain arrange-
ments in grocery retail marketing. Asia Pacific Journal of Marketing and
Logistics, 27(3), 368-384.

Chimhundu, R., McNeill, L. S., & Hamlin, R. P. (2015b). Manufacturer and
retailer brands: Is strategic coexistence the norm? Australasian Marketing
Journal, 23(1), 49-60.

Coclho do Vale, R., & Verga-Matos, . (2015). The impact of copycat packaging
strategies on the adoption of private labels. Journal of Product ¢ Brand
Management, 24(6), 646-659.

Collins-Dodd, C., & Zaichkowsky, J. L. (1999). National brand responses to
brand imitation: Retailers versus other manufacturers. Journal of Product and
Brand Management, 8(2), 96-105.

Conn, C. (2005). Innovation in private label branding. Design Management
Review, 16(2), 55-62.

Coriolis Research. (2002). Responding to private label in New Zealand. Auckland:
Coriolis Research.

Cotterill, R. W. (1997). The food distribution system of the future: Convergence
towards the US or UK model? Agribusiness, 3(2), 123-135.

Dapiran, G. P, & Hogarth-Scott, S. (2003). Are co-operation and trust being
confused with power? An analysis of food retailing in Australia and New
Zealand. International Journal of Retail and Distribution Management, 31(5),
256-267.

Defra (Department for Environment, Food and Rural Affairs). (2006). Economic
note on UK grocery retailing. London, UK: Department for Environment,
Food and Rural Affairs, Food and Drinks Economics Branch.

Doyle, P, & Bridgewater, S. (1998). Innovation in marketing. Oxford:
Butterworth-Heinemann.

French, J. R. P, & Raven, B. (1959). The bases of social power. In D. Cartwright
(Ed.), Studies in social power. Institute of Social Research (pp. 150-167), Ann
Arbor, MI: The University of Michigan.

Galbraith, J. K. (1952). American capitalism: The concept of countervailing power.
Boston, MA: Houghton Mifflin Company.

Gibbs, G. R. (2007). Analyzing qualitative data. London: Sage.



Conclusions and Implications of this Book 263

Guinet, J., & Pilat, D. (1999). Promoting innovation: Does it matter? 7he
OECD Observer, No. 217/218, Paris, pp. 63-65.

Hardaker, G. (1998). An integrated approach towards product innovation in
international manufacturing organizations. European Journal of Innovation
Management, 1(2), 67-73.

Harvey, M. (2000). Innovation and competition in UK supermarkets. Supply
Chain Management: An International Journal, 5(1), 15-21.

Hoch, S. J., & Banerji, S. (1993). When do private labels succeed? Sloan
Management Review, 34(4), 57-67.

Hoch, S.J., Montgomery, A. L., & Park, Y. H. (2002a). Why private labels show
long-term market evolution. Marketing Department Working Paper, Wharton
School, University of Pennsylvania, PA.

Hoch, S. J., Montgomery, A. L., & Park, Y. H. (2002b). Long-term growth
trends in private label market shares. Marketing Department Working Paper
#00-010, Wharton School, University of Pennsylvania, PA.

Hogarth-Scott, S. (1999). Retailer-supplier partnerships: Hostages to fortune or
the way forward for the millennium? British Food Journal, 101(9), 668—682.

Hollingsworth, A. (2004). Increasing retail concentration: Evidence from the
UK food sector. British Food Journal, 106(8), 629-638.

Hovhannisyan, V., & Bozic, M. (2013). A benefit-function approach to study-
ing market power: An application to the US yogurt market. Journal of
Agricultural and Resource Economics, 38, 159—173.

Hovhannisyan, V., & Bozic, M. (2016). The effects of retail concentration on
retail dairy product prices in the United States. Journal of Dairy Science,
99(6), 4928-4938.

Howe, W. S. (1990). UK retailer vertical power, market competition and con-
sumer welfare. International Journal of Retail and Distribution Management,
18(2), 16-25.

Hunt, S. D. (2015). The bases of power approach to channel relationships: Has
marketing’s scholarship been misguided? Journal of Marketing Management,
31(7-8), 747-764.

Hunt, S. D., & Nevin, V. R. (1974). Power in a channel of distribution: Sources
and consequences. Journal of Marketing Research, 11(2), 186—193.

Information Resources, Inc. (2005), Private label: The battle for value-oriented
shoppers intensifies. Times and Trends: A Snapshot of Trends Shaping the CPG
Industry, November, pp. 1-23.

Kaswengi, J., & Diallo, M. E (2015). Consumer choice of store brands across
store formats: A panel data analysis under crisis periods. Journal of Retailing
and Consumer Services, 23, 70-76.



264 R. Chimhundu

Kumar, N., & Steenkamp, J. E. M. (2007a). Private label strategy: How to meet
the store brand challenge. Boston, MA: Harvard Business School Press.

Kumar, N., & Steenkamp, J. E. M. (2007b). Brand versus brand. /nternational
Commerce Review, 7(1), 47-53.

Kung, H., & Schmid, L. (2015). Innovation, growth, and asset prices. 7he
Journal of Finance, 70(3), 1001-1037.

Kurtulus, M., & Toktay, L. B. (2005). Category captaincy: Who wins, who
loses? ECR Journal, 5(1), 59-65.

Laaksonen, H. (1994). Own brands in food retailing across Europe. Oxford:
Oxford Institute of Retail Management.

Laaksonen, H., & Reynolds, J. (1994). Own brands in food retailing across
Europe. The Journal of Brand Management, 2(1), 37—46.

Lehmann, D. R, & Winer, R. S. (2002). Product management (3rd ed.).
New York, NY: McGraw-Hill.

Lindgreen, A., Vallaster, C., & Vanhamme, J. (2001). Reflections on the PhD
process: The experience of three survivors. The Marketing Review, 1(4),
505-529.

Lindsay, M. (2004). Editorial: Achieving profitable growth through more effec-
tive new product launches. Journal of Brand Management, 12(1), 4-10.

Major, M., & McTaggart, J. (2005, November 15). Blueprints for change.
Progressive Grocer, pp. 89-94.

Miles, M. B., & Huberman, A. M. (1994). Qualitative data analysis: An expanded
sourcebook. Thousand Oaks, CA: Sage Publications.

Nelson, W. (2002). Practice papers all power to the consumer? Complexity and
choice in consumers’ lives. Journal of Consumer Behaviour, 2(2), 185-195.
Nielsen. (2014). The state of private label around the world. The Nielsen Company.
Ogbonna, E., & Wilkinson, B. (1998). Power relations in the UK grocery sup-
ply chain: Developments in the 1990s. Journal of Retailing and Consumer

Services, 5(2), 77-86.

Olbrich, R., Hundt, M., & Jansen, H. C. (2016). Proliferation of private labels
in food retailing: A literature overview. International Journal of Marketing
Studies, 8(8), 63-76.

Panigyrakis, G., & Veloutsou, C. A. (2000). Problems and future of the brand
management structure in the fast moving consumer goods industry: The
viewpoint of brand managers in Greece. Journal of Marketing Management,
16(1/3), 165-184.

Phillips, E. M., & Pugh, D. S. (2000). How to get a PhD: Handbook for students
and their supervisors (3rd ed.). Buckingham: Open University Press.



Conclusions and Implications of this Book 265

Porter, M. E. (1976). Interbrand choice, strategy and market power. Harvard, MA:
American Marketing Association.

Putsis, W. P, & Dhar, R. (1996). Category expenditure and promotion: Can
private labels expand the pie? Working Paper, Yale University, New Haven,
CT.

Rizkallah, E. G., & Miller, H. (2015). National versus private-label brands:
Dynamics, conceptual framework, and empirical perspective. Journal of
Business ¢ Economics Research, 13(2), 123—136.

Robert, M. (1995). Product innovation strategy: Pure & simple. New York, NY:
McGraw-Hill.

Silverman, D. (2004). Interpreting qualitative data: Methods for analysing talk,
text and interaction (2nd ed.). London: Sage Publications.

Sirimanne, E. (2016). Private label: Global, New Zealand & Australian perspec-
tives. Euromonitor International. Retrieved September 16, 2017, from www.
blog.euromonitor.com

Stankovi¢, L., & Konéar, J. (2014). Effects of development and increasing power
of retail chains on the position of consumers in marketing channels.
Ekonomitka Preduzeca, 62(5-6), 305-314.

Steenkamp, J. B. E., & Dekimpe, M. G. (1997). The increasing power of store
brands: Building loyalty and market share. Long Range Planning, 30(6),
917-930.

Steenkamp, J. B. E., Van Heerde, H. J., & Geyskens, 1. (2010). What makes
consumers willing to pay a price premium for national brands over private
labels? Journal of Marketing Research, 47(6), 1011-1024.

Steiner, R. L. (2004). The nature and benefits of national brand/private label
competition. Review of Industrial Organization, 24(2), 105-127.

Sutton-Brady, C., Kamvounias, P, & Taylor, T. (2015). A model of supplier—
retailer power asymmetry in the Australian retail industry. Industrial
Marketing Management, 51, 122—130.

Verhoef, P. C., Nijssen, E. J., & Sloot, L. M. (2002). Strategic reactions of
national brand manufacturers towards private labels: An empirical study in
The Netherlands. European Journal of Marketing, 36(11/12), 1309-1326.

Weitz, B., & Wang, Q. (2004). Vertical relationships in distribution channels: A
marketing perspective. Antitrust Bulletin, 49(4), 859-876.

Yin, R. K. (2003). Case study research: Design and methods (3rd ed.). Applied
Social Research Methods Series, Vol. 5. Thousand Oaks, CA: Sage
Publications.

Yin, R. K. (2013). Case study research: Design and methods (5th ed.). Thousand
Oaks, CA: Sage Publications.


http://www.blog.euromonitor.com
http://www.blog.euromonitor.com

Appendix

List of Codes Used in Data Management
(Research Interview Data)

BAL: Balance (between manufacturer brands and private label in FMCG/

supermarket product categories)

BAL-SHA: Balance relating to share

BAL-SS: Balance relating to shelf space

BAL-SF: Balance relating to shelf facings
BAL-SH/P: Balance relating to shelf height/position
BAL-NOB: Balance on number of brands
BAL-NOP: Balance on number of products
BAL-RET-CHN: Balance in the retail chain

EQ: Equilibrium

RET-CONC: Retail concentration
RET-CONS: Retail consolidation
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SUPP-CONC: Supplier concentration
SUPP-CONS: Supplier consolidation

CONS-PERCE: Consumer perceptions
CONS-CH: Consumer choice

— CONS-CH-VA: Consumer choice from a variety perspective
— CONS-CH-POC: Consumer choice from a power of choice

perspective

VA: Variety

— VA-NOB: Variety relating to number brands
— VA-NOP: Variety relating to number of products

STRA-DEP: Strategic dependency

ENH-RB: Enhancing retailer brand

INH-RB: Inhibiting retailer brand

RET-PHIL: Retailer philosophy/RET-STRA: Retailer strategy
INT-DEP: Interdependence

CAP-IN: Capacity for innovation

MB-CAP-IN: Manufacturer brand capacity for innovation
RB-CAP-IN: Retailer brand capacity for innovation
RE-IN: Resources for innovation

MB-RE-IN: Manufacturer brand resources for innovation
RB-RE-IN: Retailer brand resources for innovation
EX-IN: Expertise in innovation

MB-EX-IN: Manufacturer brand expertise in innovation
RB-EX-IN: Retailer brand expertise in innovation
RO-IN: Rate of innovation

MB-RO-IN: Manufacturer brand rate of innovation
RB-RO-IN: Retailer brand rate of innovation

INC-IN: Incremental innovation

— RA-IN: Radical innovation
— QUAL-IN: Quality of innovation
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INCE-IN: Incentives for innovation
DINCE-IN: Disincentives for innovation
IN-PATT: Innovation patterns
BACK-INTEG: Backward integration

CAP-CDEV: Capacity for category development

MB-CAP-CDEV: Manufacturer brand capacity for category development
RB-CAP-CDEV: Retailer brand capacity for category development
RE-CDEV: Resources for category development

— MB-RE-CDEV: Manufacturer brand resources for category
development

— RB-RE-CDEYV: Retailer brand resources for category development
EX-CDEV: Expertise in category development

— MB-EX-CDEV: Manufacturer brand expertise in category
development
— RB-EX-CDEV: Retailer brand expertise in category development

INCE-CDEV: Incentives for category development
— DINCE-CDEV: Disincentives for category development
RET-AW-IN: Retailer awareness of manufacturer brand superior capac-
ity for innovation
RET-AW-CDEV: Retailer awareness of manufacturer brand superior

capacity for category development
BRA: Branding/brand strategy

BRA-TRU: Brand trust

NICHE: Niche strategy

DIFF: Differentiation

PR-DR: Price-driven

QUAL-MB/RB: Quality of manufacturer brand or retailer brand
PREM-MID-BU: Premium, middle and budget segments

PA: Patents

LE-SU: Legal suit(s)
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MAR: Margin(s) (PRO: Profit)
RET-BR-ST: Retailer brand strategy
MB-ST: Manufacturer brand strategy

POL.: Political aspects of retailer brand or manufacturer brand marketing
CUS-PUL: Customer pull

PO: Power

EXP-PO: Expert power
COE-PO: Coercive power
REW-PO: Reward power
REF-PO: Referent power
LE-PO: Legitimate power

STRA-REG: Strategic management regimes

STRA-REG-RB-GR: Strategic management regimes on retailer brand
growth/limit/share

STRA-REG-IN: Strategic management regimes on brand/product
innovation

STRA-REG-CDEV:  Strategic management regimes on category
development

STRA-REG-CMAR: Strategic management regimes on category man-
agement arrangements

STRA-REG-SHLEF: Strategic management regimes on shelf matters
(merchandising) (stocking (STO); shelf space (SS), shelf facings (SF),
shelf height/position (SH/P); product deletion (PDEL); rationalisa-
tion (RAT); level of consumer choice (CONS-CH))

STRA-REG-RB-QUAL: Strategic management regimes on retailer brand
quality spectrum

STRA-REG-HLTH: Strategic management regimes on category strategic
health

STRA-REG-DET: Strategic management regime determination

STRA-CONT: Strategic control

NZ-ECO: New Zealand economic situation
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RE-STRA-OB: Retailer strategic objectives

SM-NZ-MKT: Small nature of the New Zealand market

MB-CON-IN&CDEV: Manufacturer brand contributions to innova-
tion and category development

RB-CON-IN&CDEV: Retailer brand contributions to innovation and
category development

DEP-CAP-IN: Dependency on capacity for innovation

DEP-CAP-CDEV: Dependency on capacity for category development

TA: Tacit understanding

STO-AUTO: Store autonomy

CO-BA: Company background

CATEG-CHA: Category characteristics

TECH: Technology (TECH-SOPH: Technological sophistication)

CATEG-SUPP: Category supply

PRODN-CAPA: Production capacity

CAT: Categories (MIL, milk; FL, flour; CHE, cheese; BR, breakfast cere-
als; TS, tomato sauce)

COMPE: Competition

DEMOG: Demographics

WA-DO: Watchdog

MKT-FO: Market forces



Glossary

Brand management The coordination of marketing activities for a specific brand
(product) that includes the development and implementation of the brand
marketing plan and the monitoring of performance of the brand'.

Category management A joint, manufacturer (supplier)—retailer process of defin-
ing and managing product categories as strategic business units, focusing on
satisfying consumer needs, and with the objective of producing enhanced
business results.

Category strategic management regimes Strategic policies governing the FMCG/
supermarket product categories.

Category support (or category marketing support) Any marketing activities other
than product innovation and its commercialisation that help to develop and
grow the FMCG/supermarket categories (e.g. advertising, sales promotion,
merchandising support, monies/revenues paid to the retailers by suppliers,
market research, branding/brand development and brand management).
This can also be referred to as category development.

Consumer choice The range of products stocked on the shelves for consumers to
choose from (or the provision of such a range), as well as the consumers’ lib-
erty to make their choice. In this respect, competition amongst the products
is considered to be a reflection of the respective consumer choice.

!"These definitions are given as employed in the book. Some of the definitions are developed for this
book in the literature chapter (Chap. 2).
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274 Glossary

The author/the researcher The writer of this book; the researcher of the large
project that forms the basis of this book.

Research participants Individuals (or organisations) interviewed by the author
during the data collection process and/or who supplied data for the book.
Private label (or private label brands) Brands that are owned and managed by
food and grocery retail chains. These brands can also be referred to as retailer
own brands, own-label goods, store brands, house brands, private brands,
distributor brands, retail brands, retailer brands, home brands, generic brands

or generic products.

Manufacturer brands Brands that are owned and managed by manufacturers.
These can also be referred to as national brands (and they can be regional,
national or international/global brands).

Fast-moving consumer goods Branded and packaged products that are largely
sold through supermarkets. These are also referred to, in some parts of the
world, as consumer packaged goods. They consist of food and grocery
products.

Grocery retail chain A retail company that has supermarket groups in its business
portfolio.

Product category A group of products that have similar characteristics and that
satisfy similar end-user needs.

Product innovation The creation of new or modified (i.e. updated) products/
brands. The scope ranges from completely new, breakthrough concepts to
minor adjustments (incremental changes). New product development is a
key facet of product innovation. Related marketing activities that come with
the innovation are taken as part and parcel of the innovation.

Retail consolidation/retail concentration “The concentration of market share in
the hands of fewer, larger operators [i.e. retailers]” (IGD.com)

Shelf facing “The physical (linear) space that one product occupies on the shelf
or fixture” (IGD.com). Shelf facings are expressed in numerical terms (e.g. 25
facings of such and such a brand or product).

Shelf position The shelf height (or fixture height) or general position at which a
product is displayed (e.g. eye-level position, bottom shelf; shelf-end).

Shelf space The width of shelf in a supermarket occupied by a particular brand
or product. This can be measured and expressed in centimetres or metres.
Stock keeping units Uniquely identifiable units of a product that comprise differ-

ent variations of the product (IGD.com).

Store/supermarket/retail site A specific branch of a supermarket chain/group.

Supermarket chain (supermarket group) A group of supermarket stores that fall
under the same brand name.
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Index

Above-the-line activities, 195
Academy, 63
consultants, 17
literature, 3, 18, 39, 57
research, 42
work, 134
Access to others, 67
Acquisition of rich data, 132
Action research, 127
Active participants, 6
Activities, 51
Additions to existing product lines,
51
Addressing rival explanations, 165
Addressing the research problem,
160
Adequate consumer choice, 212
Adequate picture, 127
Adversarial, 109
Advertising, 60
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expenditure, 54

media, 27
Affordable alternative products, 195
Aggregate market share, 87
Aggregate private label share trends,

7,177

Aggressive approach, 109
Alternative paradigms, 125
Analysis

meanings and patterns, 163, 164

of power issues, 66

and reporting stage, 166

of secondary data, 161
Analytic generalisation, 165
Anonymity, 167
Appropriate paradigm, 125
Archival analysis, 132
Archival records, 152
Assessment, 31
Assortment competence, 32
Assumptions, 129
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Asymmetrical power relationship, 68
Availability of information, 21
Awareness, 194

Background
study, 152
theory, 125
Balanced power relationship, 68
Balance of power, 3, 8, 31, 66, 108,
115,116
Bargaining leverage, 36
Barter, 25
Bases of power, 41, 249
Basic probes, 156
Behavioural events, 132
Behavioural observation, 153
Benefits, 153
Better understanding, 133
Brand/brand development/product
development capability/
product manager system, 1, 17,
23, 36, 37, 50, 60, 144
building, 112
buyers, 62
development, 98, 226
franchises, 83—-85
innovation, 50
loyalty, 62
management structure, 20,
23-24, 33, 43, 60, 226
managers, 20, 23, 34, 58
performance, 34
portfolio, 84
share trends, 3
strategy, 34
support, 60

wide range of, 214
Brand-orientated, 33
Breakfast cereals, 7, 144

category, 175
Break-through

concepts, 50

new products, 57
Business

cycles, 88

dimensions, 131

mission, 187

results, 22

strategy, 129

unit, 21
Buyer, 36
Buyer—seller relationships, 18, 71

Capacity
and incentives for innovation, 134
for innovation, 55, 56, 110, 112
for product innovation, 185
Capital investment, 32
Case method, 134
Case study, 132
database, 165
methodology, 131, 132
organisations, 157
protocol, 165
research methodology, 6, 131
Case-to-case transfer, 165
Category/plan implementation, 30,
31
assessment, 30
boundaries, 23
captain, 37-38, 40
captain arrangement, 37



captainship, 37
commoditisation, 55, 110, 144
decisions, 37

definition, 30

development, 8, 30, 42, 66, 112,

144, 194-196
financial returns, 214
functions, 36
growth, 37
killers, 17
leader, 37, 223

management, 3, 8, 15, 17, 23-24,

30, 40, 43
management arrangement, 20,
37,117
management context, 21
management framework, 30
management operational
practices, 85
management practice, 40, 100
management process, 31, 43
management relationship, 31
management rules, 90
management set-up, 38
management structure, 20
manager, 17, 20, 33-35
marketing support, 30, 42, 49
matters, 86
observation form, 154
observation study, 146
participant relationships, 40
participants, 81
performance, 32, 35, 37, 212
planning, 37
process, 21, 22
rationalisation, 85, 86
review, 30, 159
role, 30
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scorecard, 30

strategies, 30

structure, 33

support, 8, 110, 197

tactics, 30

trends, 112
Category-level goals, 31
Category-orientated organisation, 33
Category-specific policies, 115
Category-speciﬁc strategic

management regimes, 255
CC arrangements, 38
Centralised buying, 87
Centralised distribution systems, 30,
87

Central warehousing, 29
Chain of evidence, 140, 165
Chain stores, 28
Channel partnerships, 17
Checklist, 157
Cheese, 7, 144

category, 175
Choice management, 62
Chronological account, 18
Classic case study, 143
Clear and logical presentation, 32
Co-captains, 38
Coded data, 163

using a highlighter, 163
Codes, 163
Coding of data, 164
Coercive, 41, 97

and non-coercive power, 66

power, 8, 39, 65
Coexistence, 1, 3

relationship, 8, 260
Collaboration, 35, 55

Collaborative structure, 36
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Collection process, 162
Collective capacity, 8
Collective resources, 197
Commentary, 41
Commercialisation, 51
Commercial television, 27
Commoditised categories, 63, 174,
208
Common algorithm, 161
Company websites, 186
Comparative capacity
capacity to innovate, 112
to deliver category support, 8
Comparative contributions to
category development, 196
Competing brands, 24, 61
and products, 110
Competition, 53, 55, 128
advantage, 60
brands, 3, 35, 37
companies, 54
of innovative manufacturer
brands, 205
offerings, 62, 85
prices, 195
response, 29
strategy, 115
tool, 59, 112, 209
Complementary
approaches, 137-138
functions, 17
roles, 36
Comprehensive checklist, 153
Computer software, 186
Concentration, 2
Concentration ratio, 87
Concepts, 137
of innovation, 49

Conceptual framework, 8, 41, 42,
137
Conclusion drawing/verification,
160
Confidentiality of data, 167
Confirmatory studies, 8
Consent form, 157
Consolidation, 2
and concentration, 40, 41
Constructivism, 6, 127
Construct validity, 139
Consultants, 6, 7, 38
Consumer, 19, 21, 194
behaviour, 52
choice considerations, 8, 61, 212,
244
data, 85
demographics, 36
focus, 3, 21, 22
goods categories, 89
insights, 62
loyalty, 225
marketing, 18
motivations, 36
needs, 21
orientation, 32
packaged goods landscape, 59,
131
products, 54
segments, 29
understanding, 32
value, 22, 33
welfare, 214
Consumption patterns, 63
Contemporary issue, 132
Contemporary phenomenon, 133
Content analysis, 6
Contextual environments, 42, 133



Continued category innovation, 218
Continuous
dynamically continuous and
discontinuous innovation, 51
innovation, 214
reflection and analysis, 156
Continuum, 187
of innovation, 51
Contributions
to knowledge, 261
to product innovation and
category support, 111
Control, 37
Convenience of categorisation, 187
Convergence of information, 153
Cooperation, 22, 69, 128
Core business functions of retailing,
188
Corroboration, 153
Cost, 153
and risk, 204
reductions, 32, 51
structure, 195
Counterstrategies of manufacturers/
suppliers, 88
Countervailing power, 68, 83
Covering letter, 157
Credibility, 153
Critical interpretive, 127
Critical realist, 130
Critical theory, 6, 127
Critics of case study research, 165
Cross-case analysis, 143, 164
Culrtural, 128
Customers, 2
pull, 66, 205
pulling power, 205
retention, 32
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Customisation, 22
marketing, 17
merchandising activities, 21
strategies, 62

Data, 6
analysis, 131, 151, 161
collection stage, 131, 151, 166
display, 160
gathering, 31
reduction, 160
theory, 125
triangulation, 140, 164
Data-gathering techniques, 126
Decision making, 31
Deduction, 137
Deductive, 127, 155
Deep
and detailed qualitative data, 133
discounters, 29
Demand-responsive product mix, 32
Demographic data, 62
Deployment of category
management, 35
Depth and breadth of decision
responsibility, 38
Design and initial access stage, 166
Detailed research interview data,
156, 157, 162
Developed private label countries, 87
Developing propositions, 164
Differentiation, 55
Different philosophies, 188
Digressions, 163
Dimensions of theoretical
replication, 143
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Direct brand support, 194 of scale, 87
Direct competition, 2 significance, 6
Direct observation, 152 structure, 68
Discontinuities, 52 Edited choice, 62
Discounts, 28 Embedded cases, 143
Discount stores, 17 Emergent theories, 164
Disparity in power, 68 Emotional aspects, 83
Disposable income, 26 Empirical, 41
Distribution case study data, 137
centres, 60 evidence, 8, 167
channels, 85 findings, 164
coverage, 81 Empiricist, 127
Distributors, 29 Employing case research, 133
Documentation, 152 Enhance business results, 21, 33
Domains of reality, 130 Enriched discussions, 154
Domestically driven, 211 Entire research process, 160
Dominance Entrepreneurial retailers, 25
bases of power, 116 Epistemology, 126
of manufacturer brands, 198 Equal amounts of power, 68
sources of power, 72, 227 Equilibrium points, 7, 90, 109
suppliers, 63 Ethics
Drawing out, 156 approval, 167
Driving category growth, 117, 205 considerations, 166
Duopoly, 176 guidelines, 166
Duplication, 86 in research, 166
Ethnic, 128
Ethnographic, 127
Events, 130
Economy, 128 Evidence, 143
brands, 226 requirements, 152
expansions and contractions, 88 Exchange relationships, 70
factors, 88 Exclusivity of decision control, 37
improvement, 27 Executives, 54
and industry factors, 88, 89 Existence
and industry-specific, 57, 111 market conditions, 52
performance, 26, 30 of prior theory, 157
prosperity, 27 products, 54

recession, 28 Existing products/brands



improvements and revisions of, 51
updating of, 36
Expanding category expenditure, 84,
111
Experiences, 130
Experimental study, 41, 127, 132
Expert and referent bases of power,
8,227-228
Expertise, 83, 192
Expert power, 65, 219
of leading manufacturer brands,
226
Expert resources, 192
Expert support, 197
Explanatory probes, 156
Explanatory scheme, 126
Explicit theory, 4
Exploratory research, 32
descriptive/explanatory studies,
166
Extant literature, 164
External competition, 34
External databases, 153
External validity, 139

Facilities, 192
Fast-moving consumer goods
(FMCG), 1
Finance, 192
benefits, 214
resources, 197
First, second, third and fourth
generations, 82
private labels, 256
Five-era framework, 24
Five-firm concentration ratios, 87,

177, 256
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Flexible and responsive interaction,
155
Flour, 7, 144
category, 174
Fluid, 156
FMCG/supermarket environments,
18
blue-chips, 54
industries, 39
landscape, 86
managers, 155
manufacturers, 6, 7
participants, 133
product categories, 50, 57
product updates, 52
retail concentration, 177
Focal theory, 125
Focused probes, 156
Food, 18
industries, 18, 21
labelling software, 186
manufacturers, 27
product categories, 1, 3
retailers, 6, 27
retailing, 27
Food Marketing Institute, 17
Foreign driven, 211
Formal power, 67
Four distinct phases, 18
Four quality tests, 139
Four types of triangulation, 164
Four-generation classification, 82
Fragmentation of consumer choice,
62
Framework, 126
Free-flowing, 155
Fresh milk, 174
Freshness in perspective, 134
Frontiers of knowledge, 133
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Full exploitation of the private label
spectrum, 177

Full methodology in its own right,
166

Full private label quality spectrum,
256

Fully developed private label
portfolio, 85

Functional performance, 83

Gaining familiarity with the data,
162
Gatekeepers
of the grocery retail shelves, 235
of the supermarket shelves, 71
Gender, 128
General observation, 146
Generic brands, 28
Giving ideas/suggestions, 156
Global audience, 7
Global implications, 4
Globalisation, 54
Global market, 5
Global phenomenon, 2
Good-quality, 26
Graphical conceptual framework,
117
Graphs, 162
Great Depression, 27
Greater collective capacity for
innovation, 187, 192
Greater competitive threat, 85
Grocery chains, 25
Grocery retail
categories, 69
consolidation/concentration, 87

environment, 4
landscape, 2, 63
sector, 37
shelves, 2, 39, 260
Grocery retail chains, 39, 41, 88
strategy, 89
Grocery retailers, 2, 39, 40, 42, 56,
58
Grocery sector, 41
Gross profit margin, 88
Ground rules of competition, 51
Group switching, 62
Growth, 54
of categories, 194
and competitiveness, 55
market, 84
of private label brands, 30

Heavy advertising, 195

Hermeneutic, 127

Hierarchy of participating brands, 81

High-concentration grocery retail
environment, 177

Higher capacity to generate profit,
235

Higher dollar sales, 88

Higher margins, 84

Higher rate of innovation, 192

High grocery retail consolidation and
concentration, 42

Highly concentrated grocery retail
environment, 40, 42

High quality interpretive research,
141

High rates of innovation, 54

High retail, 2



concentration, 2, 87
concentration ratio, 257
consolidation and concentration,
68, 86, 260
History, 41
of category management, 15, 18,
20, 43
development, 30
of private label, 15
and social routines, 129
Hot spots, 54
Human resource expertise, 187
Hypotheses, 8
Hypothetical category, 81

Imitators, 58
Implementation, 31
Implications, 231
Incentives, 55
Increased earnings, 32
Increased revenues, 32
Incremental changes, 50
Incremental innovation, 51, 52
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