
THE RISE OF 

PRIVATE LABEL

How can brands 
compete more 
effectively with 
homebrands?

A Bread & Butter paper



The current state of play...

Where are 

homebrands now... 

and what does the 

industry think is their 

potential in the future?

To set the scene:

Predictions of the Australian Food 

and Grocery Council: 2020 

‘Industry at the Crossroads’ report



Retail concentration traditionally drives HB share

Source: Planet Retail, USDA Foreign Agricultural Service, Germany Trade and Invest, Canadian Grocers

Figure 20: Relationship between Private Label Penetration and Market 
Concentration (various years, 2009-2011)



The changing landscape of brands

Homebrands are increasingly impacting on many FMCG brands

In many categories this new generation of homebrands is, or has the 

potential to become, 

the biggest competitive threat

Yet we have seen few attempts at developing specific strategies for 

dealing with the threat

Many brand owners show signs of resignation – even recalibrating their 

view of market size to exclude the ‘unobtainable’ home brand portion

We understand that competing against brands owned by the two big 

retailers is a tricky situation, but does this mean that there is no way 

for brands to compete effectively with homebrands?

Which raises the question, beyond this 'political' challenge, do we have 

the necessary insights to generate effective strategies to compete 

with this new generation of homebrands?

Is there a 

knowledge gap?

Why?



We need to understand the different consumer 

relationships with home brands
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Why do some consumers buy a 

greater proportion of 

homebrands?

Why do consumers buy 

homebrands in some 

categories, but not others?

Why are certain categories and 

brands more ‘home brand 

resistant’?

Are FMCG marketing strategies 

actually contributing to the 

uptake of homebrands?

What about the traditional 

wisdom that ‘specialists 

should win out over generalist 

brands’?

Indeed, do conventional 

marketing truths apply to 

homebrands?



There are six consumer typologies

When it comes to consumer relationships with home brands

Financially 
Dependent

Selective 
dabbler

Choice 
Seeker

Reluctant 
compromiser

Relaxed 
Accepter

Passionate 
Rejecter

$$



I love a 
particular 

brand

I buy a 
branded 
product. 

HB too risky

Sometimes I 
buy brands, 
sometimes 
I buy HB

I always 
buy a HB

To define the typologies, we need to understand why  

consumers are at different points in the home brand 

adoption process

Some consumers have a greater 
proportion of uncontested brand 
buying

Whereas for other consumers in 
the majority of the categories they 
buy, brands compete on a weekly 
basis with homebrands

The question is why?

It is the underlying attitudes, as 
well as economics, that drive the 
different levels of adoption that 
define our typologies

Home brand 
adoption 
process



‘Raw’ income is not necessarily indicative of HB adoption

$$

Financially 
dependent

Relaxed 
accepter

Choice 
seeker

Reluctant 
compromiser

Selective 
dabbler

Passionate 
rejecter

I feel... 
Grateful

towards HB’s

I feel... 
Welcoming
towards HB’s

I feel... 
Embracing

towards HB’s

I feel... 
Uncomfortable 

towards HB’s

I feel... 
Discriminating
towards HB’s

I feel... 
Distrustful

towards HB’s

Avg. 
income

$65K $89K $76K $85K $83K $79K

Low income
High HB 

dependency

The greatest HB 
threat – highest 
income of any 

segments

The 2nd highest 
income group –

but with 
correspondingly 
high expenses

HB rejection not 
necessarily 

associated with 
the highest 

incomes



An in-depth look at one consumer typology:

The Reluctant Compromiser

Reluctant 
compromiser

21%

35%

29%

44%

47%

58%

57%

67%

Quality of the HB  is often better than the brand

Not much difference in quality between brands and HB

Embarrassed to offer HB to guests

HB are cheaper because the quality isn't as good

Only buy brands when they're on special

Stigma attached to buying HB

If money wasn't an issue I'd buy the branded product…

I buy HB so I can afford other things

In the past...
I’ve always preferred to 
buy proper brands

But now...
The budget is tighter, and I 
really need to make savings. I 
would still love to buy brands 
exclusively, but sadly I can’t

So...
I buy SB's where I think there is the least compromise, 
in categories where I think there’s probably no difference
(‘sugar is sugar’, ‘ham is ham’, etc.) and in categories no one 
else will see



Breakdown of people purchasing more home brands than brands

Not all categories are under the same level of 

home brand ‘threat’
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Packaged Bread from the
supermarket's bread aisle

'Bakery Breakfast' items
from the supermarket

bread aisle

Toothpaste

Laundry Detergent

Bodywash

Dishwashing Liquid

Potato Chips

Corn chips

Cheese 'Puffs' 'Twists' &
'Rings'

Popcorn

Pain Relief

Cold & Flu

Food Protection wraps

Kitchen Tidy Bags

Garbage & garden bags

Wipes, dish cloths and
cleaning cloths

Financially Dependent

Relaxed Accepter

Choice Seeker

Reluctant Compromiser

Selective Dabbler

Passionate Rejecter

Despite ‘typology’, there are some categories where consumers in general are less 
inclined to purchase home brand. Similarly, other categories where consumers are 

more likely to buy home brand alternatives.



Why are some categories facing greater 

home brand risk?
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Differences in quality 
are not known or 

understood

Categories which have allowed the 
‘commodities’ tag to be applied. 

e.g. Milk, cream, sugar, flour

Lack of profile, 
visibility means a 

low risk

Products which are easily 
‘concealed’ - not even other family 

members will see 
e.g. toilet paper, dishcloths

Products that 
promptly lose their 
identity upon use

High volume, low/no complaints 
equates to an easy substitution
e.g. Pasta, rice, frozen veggies

Using the category is 
enough of a treat ~ 

won't notice the 
brand

For children especially.
‘lucky to be having them’

e.g. Chips, pies, sausage rolls

I don't need the 
extras that a brand 

might offer 

Rather pay significantly less and not 
get a little bit more. Home brand 

does the job adequately
e.g. general cleaning products

Those who supply private label 
alongside their own brands are 

especially at risk
e.g. Permeate free milk

Relying on functional 
innovation, that can 
be copied by retailer

DOG

?



Why are some categories seemingly ‘resistant’ 

to home brand threat?

The brand delivers a 
unique experience

1

A unique taste, experience 
and / or result can't be copied, 
anything else won't measure up
e.g. Cadbury, Vegemite, Nutella

Poor Home brand 
reputation

2

Categories where many have had 
‘bad experiences’ with old-gen 

home brands
e.g. orange juice, ice cream

The brand has a 
relevant history or 

tradition

3

Part of our family tradition -
anything else would feel ‘wrong’
e.g. Milo, Scotch Finger biscuits

4 Perceived gap in 
quality is too wide

Notably products with strong 
‘foodie’ connotations ~ where 
there is the perception of big 

quality differences
e.g. Coffee, Olive Oil, Eggs

5 Social expectations

Certain situations in which home 
brands can't confidently be served

e.g. snacks for adults (chips, cheese)

Clear, definitive, 
intrinsic beliefs

6

Consumer recognises and responds 
to an overt and appealing philosophy

e.g. Sanitarium, Blackmores

7 Home brand is not 
worth the risk

Consequences are too great if it is 
not acceptable.

e.g. Colgate toothpaste, deodorant
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