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Aim Our aim is to examine from the marketing perspective how a 

food retailer such as AB Vassilopoulos approaches organic private 

label products sold in its premises under the brand “AB Bio”. 

Method We used primary data provided by exit interviews in 12 AB 

Vassilopoulos supermarkets in Athens and data provided by the 

managers of the supermarkets, together with secondary data found in 

open sources to match with existing theoretical knowledge deduced 

from the University of Gävle databases. Through an induction 

approach AB Bio research leads to substantial conclusions regarding 

organic private label products. 

Result and 

Conclusions 

Our research shows that AB Vassilopoulos line AB Bio, 

relishing the pioneer‟s advantages in Greek organic private labels 

segment, achieves high penetration, offers a great assortment of 

organic products in a fair end price and competes directly national 

brands that offer organic products.  

It is challenging to match quality demands with an attractive 

price in a country tormented by an economic crisis, which will bring 

about less consumers‟ purchasing power, less organic production and 

proportionately less governmental support and subsidies. Other 

environmental threats recognised are also the organic product bazaars 

and the anticipated fierce competition by imitators and hard 

discounters. In such an environment, it is high likely that AB 

Vassilopoulos will have to continuously readjust its organic private 

label strategies. The operating expenses and costs should be minimized 

and investments should be regulated. The company should use its 

negotiating power to control profit margins throughout the supply 

chain of AB Bio. It must also increase AB Bio‟s brand awareness and 

recognisability by the use of in-store promotions, so as to incur 

positive experiences by the quality of the purchase and positively 

influence the familiarity and choice of other AB own brands as well. 

The inauguration of new products in AB Bio line will also result in 

differentiation advantages, which lead to competitive advantage.  

Suggestions 

for future 

research 

Our research is based on questioning the general population that 

purchases goods from AB Vassilopoulos stores regarding their 

behaviour as far as private labels in general and organic private labels 

in particular. In similar studies in the future it would be interesting to 
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focus on the market segment that purchases solely organic products, its 

attitude towards organic private labels and its buying behaviour. 

According to our findings store loyalty and smart shopper 

perception appeared to have insignificant effects in organic private 

brand product purchases, contrary to previous studies (Baltas and 

Doyle, 1998; Blattberg and Neslin, 1990; Burton et al., 1998). Future 

studies could warrant further investigation on this issue and moreover 

explore the potential significance of other product characteristics on 

organic private brand purchases. 

Contribution 

of the thesis 

To the best of our knowledge, our research has been the first 

attempt to deepen the knowledge regarding organic private label goods 

both by the consumers‟ and retailers‟ perspectives in Greece. Our 

study contributes to making suggestions regarding the organic private 

labels‟ marketing mix sold in AB Vassilopoulos premises. 

From a practical standpoint, this study provides guidance to all 

professionals that are engaged in decision making as far as all aspects 

of private labels (e.g. price, design of package, merchandising of 

organic private labels etc.). On the other hand from the societal 

perspective, our research provides insights on consumer behaviour 

regarding private label products and explains why private labels are 

increasing their market share in almost every product category in 

western Europe. 

Keywords Private Labels, Organic Products, Food Retail Market, AB 

Vassilopoulos, AB Bio. 
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CHAPTER 1. Introduction 

 In the first chapter we provide an overview of the basic terms that will be discussed 

thoroughly in this study such as branding and organic private labels and we set the 

framework of the study by presenting the purpose of the study and the research questions.  

 

1.1. Brands vs Store brands 

In the rapidly changing international business environment nowadays, which is 

characterized by fierce competition among companies, intense rivalry between competitors, 

ever increasing globalization and continuous market deregulation, a firm‟s brand is among 

the most valuable assets to possess but also one of the key differentiation factors in the 

marketplace. According to Barwise et al. (2000), a brand in its simplest sense denotes a 

name, logotype or trademark expressing ownership. Doyle (1995) on a par with Barwise 

claims that a brand is a name, symbol, design or some combination which identifies a 

product of a particular organization as having a substantial, differentiated advantage. On the 

other hand, the American Marketing Association defines the brand as „a name, term, sign, 

symbol, design or a combination of them, intended to identify the goods or services of one 

seller or group of sellers and to differentiate them from those of competitors‟ (Kotler and 

Keller, 2006). 

 However, a brand is much more than just a symbol. It includes a product‟s name, 

packaging and advertising, offering reliability and consistency to the consumer (Kent, 2003). 

A brand adds dimensions that differentiate a product or service from similar products or 

services that satisfy the same need (Kottler and Keller, 2006). Brands have developed 

dramatically the last 20 years and the concept of branding has arisen. Besides, from the 

corporate perspective, greater significance is paid to parameters such as the values of the 

brand (Kent, 2003) and new dimensions of branding are introduced, such as brand 

personality, culture, identity, image etc. 

 Brands perform valuable functions for firms (Kotler and Keller, 2006). First and 

foremost, they simplify product handling or tracing. Besides, they assist in organizing 

inventory and accounting records. Apart from that, a brand offers to the firm a legal 

protection for unique features or aspects of a product. For this reason firms protect their 

brands by developing registered trademarks. Firms also benefit from brand existence by 

creating barriers to competitors wishing to enter the market. Another positive impact of 

brands on business operations is that they generate an increase in customer loyalty that is 

expressed through the willingness to pay higher prices for purchasing a product or service. 

Finally, branding can be seen as a powerful means to generate competitive advantage for 
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firms; this happens when competitors duplicate the manufacturing processes and product 

designs of a certain brand, but finally fail to match lasting impressions in the minds of 

consumers. In the following pages we examine corporate branding and identity that are 

related to the core concept of our study.  

 Private label products on the other hand encompass all merchandise sold under a 

retailer‟s brand (PLMA International, 2010). That brand could be the retailer‟s name or a 

name created exclusively by the retailer. These products are designed to compete against 

branded goods offering customers a cheaper alternative to national brands (NBs). Customers 

used to see them as low cost imitations of branded goods, however this in not the case 

nowadays that private labels have overcome this reputation and have achieved significant 

growth. A trend that has arisen in recent years is that all the more, retailers who operate 

locally but belong to multinational companies develop brands available only to group 

members. Store brands or private labels (PL‟s) as they are well known to all stakeholders, 

are brands owned, controlled and sold exclusively by a retailer (Raju et al., 1995). Private 

labels nowadays are available in a wide range of industries from food to cosmetics 

(Wikipedia, 2010) and they have made substantial inroads in a number of product categories 

(Cotterill et al., 2000).   

 Many may think that the advent of private labels (PL‟s) is a new trend that has 

developed lately due to the economic downturn. However, from 1928 in an article in The 

Economic Journal (Steiner, 2004), Dorothea Braithwaite has stimulated the tendency for 

PL‟s and unadvertised manufacturers‟ brands to sell for less than comparable advertised 

brands. Even in 1928, the difference in price was attributed sometimes in quality differences 

but in most cases there was no such difference. In 1942, Borden in his work named “the 

economic effects of advertising” by conducting the first empirical study of the comparative 

retail prices of leading manufacturers‟ brands and the imitative PL‟s, proved that the price of 

PL products was lower than that of national brands (Steiner, 2004). 

 It is out of question that PL‟s have made substantial inroads in a number of product 

categories during the last decade compared to national brands. Private labels are a growing 

market in different countries around the world as they hold more than 25% of market share 

in many countries such as the Netherlands, Spain, Germany, Belgium, France and the UK 

(PLMA International, 2010). According to a review of growth trends around the world that is 

implemented by AC Nielsen (2005) annually, PL sales accounted for 17% of the value sales 

over the 12 months of 2005 indicating a 5% increase compared to 2004, whereas store 

brands unit market share in US supermarkets was 20.8% and they account for around $41 

billion in yearly sales in US supermarkets alone at the same year (Gomez-Arias and Bello-
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Acebron, 2008). Nowadays, almost every product is being sold under a retailer‟s brand. 

Therefore, PL‟s cover full lines of fresh, canned, frozen and dry foods, health and beauty, 

drugs, cosmetics, household and laundry products etc. This is explained partially due to the 

fact that PL‟s relish higher percentage retail gross margin (RGM) than leading national 

brands do (Steiner, 2004). The major reason to force retailers to develop PL products 

(Steiner, 2004), was their desire to be free from the direct price comparisons upon 

merchandise that consumers do in products that are considered ideal. This was achieved as 

PL‟s don‟t have to meet competition as national brands do; therefore they are more flexible 

in pricing since customers have nothing to compare them to (Steiner, 2004). However, it is 

obvious that even private labels have to differ in terms of packaging, bottling and labelling in 

order to be considered as ideal to other PL‟s. 

When a private label is being produced there are two requirements (Steiner, 2004) 

that must be met. Firstly, they must be retailed at a considerably higher retail gross margin 

(RGM) than the one of national brands. The second requirement implies that for the PL‟s 

retail price to be below the one of the leading national brands, it is fundamental the factory 

selling price to be lower than that of Leading National Brand‟s (LNB‟s). Many may think 

that the average quality of PL products is not equal to that of LNB‟s. This conclusion is 

based on published reports or surveys that have been conducted in the past (Hoch and 

Banerji, 1993). In order to overcome this deficiency many retailers have developed a two tier 

marketing strategy. According to this, they have a product line that is considered to be low 

priced compared to LNB‟s that appeals to price sensitive customers and a more expensive 

premium line at least equal to LNB‟s in terms of quality.  

 

1.2. Organic Private Label Products 

According to the Organic Trade Association (OTA, 2011), “organic agriculture is an 

ecological production management system that promotes and enhances biodiversity, 

biological cycles and soil biological activity”. This kind of activity is also based on minimal 

use of off-farm inputs and on management practices that restore, maintain and enhance 

ecological harmony. On a par with these statements, organic private label products should 

comply with certain regulations and standards that maintain the integrity of organic 

agricultural products. Under this scope, it is interesting to examine in depth -from a 

marketing perspective - which market segments purchase organic private labels, how often, 

what kind of organic private labels are bought and other similar elements.  

Along with nationalized industries, food retailers are gradually capturing the modern 

market with their diverse own label products. In an era where an increasing number of 
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people are gradually becoming all the more health conscious and overall well-being, food 

materials consumed as part of the daily diet and occasional treats are increasingly being 

adopted by a large section of the present day consumer circle. While in older times, taste and 

constituent ingredients of a food preparation were given maximum priorities, today, the 

focus has shifted to how healthy and beneficial the food ingredients are (Healthonline, 2011).  

Food products having organic functional ingredients are today available in a variety 

of forms, according to the specific requirements of a selected clientele. As the craze for 

anorexic figures and fit bodies are reaching a peak, health food joints and health snack clubs 

are fast becoming the generation's favorite choices (Articlesbase, 2006). Besides the health 

factor, lifestyle is also one of the chief parameters that determine the organic health snacks 

manufactured today (Articlesbase, 2006). From the corporate office goers, school kids and 

homemakers to athletes and sportspeople, food industries are manufacturing organic food 

products that suit the lifestyle and nutrition requirements of a large range of people. These 

changes of outlook in mind challenge food retailers to venture in organic production.  

 

1.3.AB Vassilopoulos General Information and Its Private Label Products 

AB Vassilopoulos S.A. is a food retailer operating solely in Greece. AB 

Vassilopoulos is a member of the multinational company Delhaize Le Lion and at the 

moment of writing this thesis it has 217 stores of various formats across Greece.  From its 

launching in early 1970s, AB Vassilopoulos was positioned at a somewhat higher price 

compared with the rest of the supermarket players (Euromonitor International, 2009). During 

the first two decades of its operation, it had the image of a high end retailer that was 

targeting consumer‟s segments above average as far as their economic status. Since its 

acquisition from the Belgian multinational retailer Delhaize Le Lion, it has altered gradually 

its strategy achieving to satisfy customers‟ needs from different segments.  

 As far as private labels are concerned, AB Vassilopoulos was among the pioneers in 

the Greek retail industry, having a strong presence in almost every product category 

(Euromonitor International, 2009) but also offering different brands of private label products 

(e.g. 365 is considered to be a low price brand buster whereas, AB Choice is considered to be 

a premium price private label). The gross sales of PL products for AB Vassilopoulos market 

chain reach today a 17% in relation to 13, 2% on September 2008, according to data 

provided by AB marketing committee. The firm‟s management boosts the widening of their 

gamut, with a goal to reach 20% within the next years. They focalize on quality, on the fair 

ratio of price and quality characteristics, but also on their corporate brand name that ease 
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their fame and thus their ability to be recognized. At the same time they deem ready to 

introduce their discount chain called Red Food Stores in Athens in 2010. 

 

1.4. Problem statement 

 Private labels (PL‟s) are available in a large number of product categories in food 

retailing accounting for 17% of the value sales during 2005 (Nielsen, 2005). Relevant 

statistics show that Europe leads the way in private labels sales across the world in 2005 

(Nielsen, 2005), leaving North America ranked second. Private label products hold a 

significant market share in emerging markets too as their share is reaching 6% of total sales 

(Nielsen, 2005). However, their potential and their increasing importance for retailers in 

terms of profitability, bargaining power towards manufacturers and improvement of firm‟s 

brand, relevant literature is poor enough as far as the strategic planning of such products. 

Particularly, given the vast political and socio-economic changes inflicted by the global 

economic downturn and amidst the severe Greek economic crisis, it is challenging to 

examine how a retailer may utilise private labels and especially organic PL‟s in order to 

achieve positive grades and sustainability. We focus on how a Greek food retailer, AB 

Vassilopoulos, is designing and implementing its marketing strategy for the private label 

products under the brand name “AB Bio”. PL products under that brand name cover 

categories such as olive oil, pastas, hazelnuts, honey etc. and are produced exclusively for 

AB. 

 

 1.5. Purpose 

 In this study, our aim is to investigate the marketing strategies that a Greek food 

retailer implements regarding its organic private label products and to analyze how 

consumers behave towards these products in order to make proposals relevant to the 

marketing mix of organic private label products.   

 In relevant literature (Dhar et al., 2001), it is stated that the best performing retailers 

are those who offer broader assortments, have strong private label programs, charge 

significantly lower everyday prices and use feature advertising to drive store traffic and 

display to increase in store purchases. It is of special importance to highlight the marketing 

activities that retailers use in order to affect the sales of their own brands. Those activities 

affect both the basic consumer purchase intention and at the same time aim to enhance 

distribution and turn intentions into sales (Little, 1975).  
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 1.6. Research Questions 

Bearing in mind that PL products cover a wide area under the marketing perspective 

and the fact that organic PL‟s constitute a trend arisen a few years ago, it has been necessary 

to set up specific research targets so as to allow us to deliver measurable conclusions 

regarding the marketing mix of organic PL‟s. Under this scope, we set up the following 

research questions: 

 Which are the strategies that AB Vassilopoulos should implement regarding 

its organic PL line AB Bio? 

 Which is the profile of consumers that purchase organic PLs from AB 

Vassilopoulos stores? 

 How do consumers behave towards private labels in general and organic 

private labels in particular? 

 

 1.7. Target audience 

 One of the limitations of our research is that our primary data stem from direct 

interviews with managers and customers of Alfa Beta supermarkets only in the vicinity of 

Athens, where we live. Notwithstanding the fact that Athens, as the capital of Greece, hosts 

nearly the half of the population of the country, our sample does not represent the total 

consumers in Greece, since Alfa Beta dispose stores throughout the country. Despite this 

generalization, we consider that our study and approach to the research questions are valid 

and can provide useful conclusions for the Greek Food Retail Market as a whole. 
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CHAPTER 2. Theoretical Framework 

  

 This chapter is dedicated in the theoretical framework that we use in our study in 

order to explore how a food retailer is approaching organic private labels. Moreover, we 

describe SWOT and PEST analysis that are necessary elements in the internal and external 

analysis that will be presented in chapter 4. 

 

2.1. Private Label products 

 Private label products encompass all merchandise sold under a retailer‟s brand 

(PLMA International, 2010). That brand could be the retailer‟s name or a name created 

exclusively by the retailer. These products are designed to compete against branded goods 

offering customers a cheaper alternative to national brands (NBs). Customers used to see 

them as low cost imitations of branded goods, however this in not the case nowadays that 

private labels have overcome this reputation and have achieved significant growth. A trend 

that has arisen in recent years is that all the more, retailers who operate locally but belong to 

multinational companies develop brands available only to group members. Store brands or 

private labels (PL‟s) as they are well known to all stakeholders, are brands owned, controlled 

and sold exclusively by a retailer (Raju et al., 1995). Private labels nowadays are available in 

a wide range of industries from food to cosmetics (Wikipedia, 2010) and they have made 

substantial inroads in a number of product categories (Cotterill et al., 2000).   

 On the contrary, national brands are brand names used by a manufacturer throughout 

a national market (Wikipedia, 2010). These brands are owned and controlled by its producer 

whose primary commitment is the production rather than the distribution of the good. Many 

may think that the advent of PL‟s is a new trend that has developed lately due to the 

economic downturn. However, from 1928 in an article in The Economic Journal (Steiner, 

2004), Dorothea Braithwaite has stimulated the tendency for PL‟s and unadvertised 

manufacturers‟ brands to sell for less than comparable advertised brands. Even in 1928, the 

difference in price was attributed sometimes in quality differences but in most cases there 

was no such difference. In 1942, Borden in his work named “the economic effects of 

advertising” by conducting the first empirical study of the comparative retail prices of 

leading manufacturers‟ brands and the imitative PL‟s, proved that the price of PL products 

was lower than that of national brands (Steiner, 2004). 

 It is out of question that PL‟s have made substantial inroads in a number of product 

categories during the last decade compared to national brands. Private labels are a growing 

market in different countries around the world as they hold more than 25% of market share 
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in many countries such as the Netherlands, Spain, Germany, Belgium, France and the UK 

(PLMA International, 2010). According to a review of growth trends around the world that is 

implemented by AC Nielsen (2005) annually, PL sales accounted for 17% of the value sales 

over the 12 months of 2005 indicating a 5% increase compared to 2004, whereas store 

brands unit market share in US supermarkets was 20.8% and they account for around $41 

billion in yearly sales in US supermarkets alone at the same year (Gomez-Arias and Bello-

Acebron, 2008). Nowadays, almost every product is being sold under a retailer‟s brand. 

Therefore, PL‟s cover full lines of fresh, canned, frozen and dry foods, health and beauty, 

drugs, cosmetics, household and laundry products etc. This is explained partially due to the 

fact that PL‟s relish higher percentage retail gross margin (RGM) than leading national 

brands do (Steiner, 2004). The major reason to force retailers to develop PL products 

(Steiner, 2004), was their desire to be free from the direct price comparisons upon 

merchandise that consumers do in products that are considered ideal. This was achieved as 

PL‟s don‟t have to meet competition as national brands do; therefore they are more flexible 

in pricing since customers have nothing to compare them to (Steiner, 2004). However, it is 

obvious that even private labels have to differ in terms of packaging, bottling and labelling in 

order to be considered as ideal to other PL‟s. 

When a private label is being produced there are two requirements (Steiner, 2004) 

that must be met. Firstly, they must be retailed at a considerably higher retail gross margin 

(RGM) than the one of national brands. The second requirement implies that for the PL‟s 

retail price to be below the one of the leading national brands, it is fundamental the factory 

selling price to be lower than that of Leading National Brand‟s (LNB‟s). Many may think 

that the average quality of PL products is not equal to that of LNB‟s. This conclusion is 

based on published reports or surveys that have been conducted in the past (Hoch and 

Banerji, 1993). In order to overcome this deficiency many retailers have developed a two tier 

marketing strategy. According to this, they have a product line that is considered to be low 

priced compared to LNB‟s that appeals to price sensitive customers and a more expensive 

premium line at least equal to LNB‟s in terms of quality.  

 

2.2. Marketing Strategies 

There are numerous articles in relevant literature describing how organizations 

formulate and implement their marketing strategies (Greenley, 1989; Ward and 

Lewandowska, 2005). The focus in the majority of these articles is given on the business 

scope, as enterprises develop marketing strategies in order to meet challenges of today‟s 

rapidly changing environment and to deal with fierce competition. This is the case in the 
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retail sector too. According to Hogarth-Scott and Parkinson (1993) marketing planning in 

retailing emerges through conflict, consensus and negotiations. In particular, marketing 

managers in retail organizations devote time and effort to analyze the internal and external 

environment so as to adjust firm‟s performance on current situation and to properly position 

the firm into the marketplace (Lee and Trim, 2006). Whittington (2004, cited Lee and Trim, 

2006) supports that strategy formulation and implementation from the retailer‟s perspective 

may be seen as a social practice placed on the same strategic context as pricing and 

continuity of supply. Lee and Trim (2006) support that marketing managers need to be aware 

of how information gathered from the internal and external environment can be utilized in a 

strategic context. Information among others may refer to customer needs, economic indices, 

developments in technology and so forth.  

Nowadays the most advanced areas of modern retailing are logistics, inventory 

control and operational procedures (Mulhern, 1997), letting marketing as an area of less 

importance. However, retail marketing is estimated to appear more efficient, meaningful and 

more profitable marketing practice in the years to come (Mulhern, 1997) as retailers focus on 

their closeness to their customers and customer management in general. Other areas, in 

which marketing strategies are reflected, are the application of information technology in 

terms of electronic data processing and electronic point of sale, the move to central 

distribution and the growth of superstores (Hogarth-Scott and Parkinson, 1993). 

Additionally, retailers are likely to pay increased attention to customer retention and the 

development of marketing knowledge within organizations (Lee and Trim, 2006). Finally, 

retailers should not take decisions based on their sense of how things happen. On the 

contrary, decision making should take into consideration all changes in the internal and 

external environment that may influence their operations and should moreover understand 

customer needs. This can be achieved by thinking strategically, in other words by using 

marketing tools and techniques effectively and expertly. Aaker (1992; cited Lee and Trim, 

2006) has proposed a framework that can be useful for businesses to audit the situation, 

appraise the options and device alternative strategies.  

 

2.3.Business Level Strategies 

Research on the issue of strategic marketing focus on business strategies that examine 

how a firm competes in the business in which it is incorporated, instead of corporate level 

strategies that emphasize in the business one‟s company should be in (Hawes and Crittenden, 

1984). Under this scope, it is necessary to develop strategies in the following elements: 

• Product / market strategy. 
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• Production strategy. 

• Research and development strategy. 

• Financial strategy. 

• Organizational strategy. 

However, business strategies couldn‟t exist in isolation. They are related to 

competitors‟ actions (Hawes and Crittenden, 1984) as well as the industry norms and general 

situation. In relevant literature many typologies of business level strategy have been 

presented (Hawes and Crittenden, 1984). Amongst others, Galbraith and Schendel (1983; 

cited Hawes and Crittenden, 1984) identified six strategy types among consumer goods‟ 

business similar to retailers. These are: harvest, builder, continuity, climber, niche and cash 

out. Leontiades on the other hand, (1982; cited Hawes and Crittenden, 1984) identified three 

approaches in the business level: staying competitive – defensive strategies, attempting to 

gain a competitive edge – offensive strategies and attempting to leapfrog the competition-

breakthrough strategies; each of them is associated with a certain amount of risk and 

resource commitment. Miles et al. (1978; cited Hawes and Crittenden, 1984) has suggested 

the strategic typology (i.e. defenders, prospectors, analyzers and reactors) regarding the 

different strategic approaches that organizations display within an industry. From the 

literature review one concludes that on the one hand there are numerous variables that 

formulate business strategy, whereas, on the other hand, it is obvious that it is too complex to 

develop a comprehensive typology encompassing every form of organizational behavior 

(Hawes and Crittenden, 1984). However, marketing strategy and variables on a broader 

scope hold pivotal role in the conceptualization of business level strategy (Hawes and 

Crittenden, 1984).  

 

2.4.Activities for Effective Strategies 

The importance of developing effective strategies seems to be increasing due to the 

intense competition in the retail sector (Morchscett et al., 2006). As far as retailing is 

concerned, competitive marketing strategy can be understood as the activities undertaken by 

a company in order to gain a sustainable competitive advantage in the sector (Porter, 1985; 

cited Morchscett et al., 2006). These activities are expressed through the strategic decision 

on the particular competitive advantage that the company is trying to achieve.  The 

completion of these activities depends on the fulfillment of certain criteria presented in 

relevant literature (Morchscett et al., 2006). These criteria must: 

• Relate to an attribute with value and relevance to the targeted customer 

segment. 
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• Be perceived by the customer. 

• Be sustainable or not easily imitated by competitors. 

 In addition to these criteria, a company should take into consideration when 

formulating its strategy, its own resources, strengths and competencies. Especially in the 

retail sector, companies need to be more attractive to consumers than their competitors and 

to develop a strategic position in the market for long term success (Morchscett et al., 2006). 

Practically, retailers that implement a cost leadership strategy must minimize cost throughout 

their value chain. Operating expenses and cost of goods sold in the retailers premises are the 

source of cost based competitive advantage in retailing (Morchscett et al., 2006). Other areas 

that affect retailer‟s costs are investments in store design and ambience, reduced customer 

service and limited assortment. Hard discounters are the prototypes of cost leadership 

strategy in retailing, although there are a few hypermarkets and superstores that also 

implement such a strategy (e.g. Wal Mart). Cost leadership plays a pivotal role in price 

leadership as well. Price leadership is not possible, especially in the long run, without having 

achieved cost leadership.  

 An alternative to price competition for a retailer according to Porter‟s concept is to 

develop a differentiation strategy. Many retailers fail to follow such a strategy due to a lack 

of distinct image and therefore they focus on price competition (Morchscett et al., 2006). 

Differentiation strategy is related to adapting certain store attributes that are close to the 

needs of specific customer segments. Many researchers have applied Porter‟s concept in the 

retail sector and they have concluded that the two competitive strategies proposed by Porter 

are apparent in a number of cases. However, criticism has been developed against Porter‟s 

concept (Morchscett et al., 2006) as: 

• Strategies that combine several competitive advantages are not considered by 

Porter and 

• The reduction of possible competitive advantages to two basic types is 

simplistic as differentiation advantages can be reached in many different ways. 

 

2.5.Retailers’ Strategies 

Empirical research shows outpacing strategies that offer several competitive 

advantages are necessary in the retail sector for customer satisfaction, whereas there are 

retailers that combine price and quality leadership. Tesco is the typical example of such a 

retailer and AB Vassilopoulos is a similar case in Greece.  Besides, empirical research has 

shown that although superior product quality can provide competitive advantage to a 

company, other differentiation strategies may be added too (Morchscett et al., 2006). 
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It is worth noting that many researchers such as Palmer or Ellis and Kelly 

(Morchscett et al., 2006) indicate that Porter‟s approach is oversimplified in the context of 

retailers. Under this scope, they suggest additional dimensions for marketing elements such 

as price and quality (e.g. speed and efficiency of transactions, quality of store personnel, 

store ambience etc.). Moreover, marketing strategy in the retail sector should generate 

positive emotions to consumers, satisfy consumer desires and furthermore increase 

consumer‟s excitement and entertainment (Morchscett et al., 2006). According to Wortzel 

(1987; cited Morchscett et al., 2006) there are three basic strategies for retail positioning:  

 A product differentiation strategy through offering a different assortment to 

the competitors, 

 A service and personality differentiation strategy based on the addition of 

unique services and personality to differentiate the store and 

 A price leadership strategy. 

The difference between Porter‟s concept and Wortzel‟s approach is that the latter 

claims that it is possible to combine two or possible all three alternative strategies 

(Morchscett et al., 2006). All the aforementioned concepts result rather through theoretical 

thinking than empirical findings. On the contrary, Elis and Kelly (1992; cited Morchscett et 

al., 2006), Conant et al (1993; cited Morchscett et al., 2006) and other researchers who have 

conducted empirical research conclude that there is a number of factors that contribute to 

gaining competitive advantage in retailing. These factors are: 

• Presentation and preparation of products sold on retailer‟s premises. 

• Product variety and depth. 

• Low price. 

• High price convenience. 

• Inventory control and advertising. 

• Targeted marketing incentives (e.g. direct mail activities). 

• Traditional fashion and service. 

• Promotion effectiveness. 

• Amount of promotion. 

• The advantage of building lasting relationships with customers. 

• In store operational efficiency. 

Finally, another approach that is relevant to our topic is that of Treacy and Wiersema 

(1997) regarding the value disciplines model that describes the three generic disciplines 

which any company may choose. These are: operational excellence, product leadership and 
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customer intimacy. More details as far as the marketing strategies from the retailers‟ 

perspective should be described in the next chapter. 

  

2.6. Marketing planning process 

Whilst there is a strong literature as far as how organizations buy (Hogarth-Scott and 

Parkinson, 1993; Webster and Wind cited Johnston and Lewin, 1996) our understanding on 

how organizations formulate and implement their marketing plans is less developed. The 

marketing plan is one of the fundamental procedures in any successful business operation. 

Before writing the marketing plan it is necessary to define the target market and to 

understand its needs. The steps for creating a marketing plan are: 

 Prepare a mission statement. 

 List and describe target and niche markets. 

 Describe your products or services. 

 Spell out marketing and promotional strategies. 

 Identify and understand the competition. 

 Establish marketing goals that are quantifiable. 

 Monitor the results. 

Understanding consumer‟s behavior is part of the marketing planning process. Each 

buying decision is subject to various influences that marketers have to analyze in order to 

understand how, when and why buyers make particular choices (Kauffman, 1996). The 

influential work of Webster and Wind is explaining in detail buying decision process. 

According to this work (cited Kauffman, 1996) four sources of influence impact buying 

decisions and choice processes. In particular, buying behavior is a function of individual 

characteristics, group, organizational and environmental factors. 

In the retail sector, till 1970 much of the marketing to the end consumer was 

manufacturer driven and the retailer typically had a passive role as the channel through 

which the manufacturer supplied its customers (Hogarth-Scott and Parkinson, 1993). 

However, in the 80s and 90s, retail concentration increased on a par with the emphasis 

retailers had given on private label development in favor of retailers. In general, marketing 

strategies of food retailers have been dominated by the desire to manage costs and efficiency 

(Hogarth-Scott and Parkinson, 1993). Practically, this was reflected in the development of 

superstores, the centralization of logistics and the application of information technology to 

various aspects (e.g. electronic point of sales) of retail operations. Emphasis was also given 

on improvement of quality of products and services. However, nowadays it is not sufficient 



 

--23-- 

 

to keep costs as low as possible through aggressive buying strategies or even seek to stock 

the best range of the most popular branded items (Hogarth-Scott and Parkinson, 1993). On 

the contrary, it is necessary for retailers to define their position in terms of target groups of 

customers and to formulate their offer on the long range. 

Marketing planning is fundamental for every enterprise especially nowadays that the 

fast changing and increasingly competitive business environment makes future unpredictable 

and unstable. Under this scope, no company‟s strategy or operation can afford to be frozen 

and there is an increasing need for firms to become more adaptive and responsive to market 

changes. According to Brooksbank (1996), the basic marketing planning process combines 

three fundamental principles and goes through five main phases: these are business 

customerizing, analyzing, strategizing, implementing and controlling phase, which are 

depicted in Figure 2.1.: 
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Figure 2.1. The Basic Marketing Planning Process. Source: Brooksbank, Roger, 

(1996), p.17. 
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In the first phase the marketing manager should communicate a customerizing aspect 

to all company‟s sections by means of a marketing – led company culture and a customer – 

driven mission statement. Then in the analyzing phase the company must define its post in 

the market and its future targets by the use of a thorough marketing research and a sincere 

SWOT analysis through an enlightened strategic control. Next, the strategizing phase target 

where the company is heading to and how best to go there by setting marketing objectives 

and formulating a positioning strategy for every product/service. The implementing phase 

transfer the above strategy into action by applying the 4Ps mix (product – price – place – 

promotion) for every product/service and by organizing the marketing effort through an 

effective tactical control. Last but not least, the controlling phase encompasses the 

continuous efforts of the company to guarantee maximum efficiency and effectiveness over 

time by designing a marketing information system and a performance tracker so as to 

guarantee optimum market results. 

Practically, the marketing planning process involves the regular analysis of a 

company‟s competitive situation leading to the setting of marketing objectives and the 

formulation and implementation of strategies, tactics and controls for the purpose of 

satisfying customers more profitable (Brooksbank, 1996). The necessary tasks for 

developing a marketing plan according to Brooksbank (1996) are: 

 To build marketing led company culture. 

 To develop a customer driven mission statement. 

 To conduct marketing research. 

 To implement SWOT analysis. 

 To set marketing objectives for each product or service. 

 To formulate a positioning strategy for each product or service. 

 To assemble the 4 P‟s mix for each product or service. 

 To organize the marketing effort. 

 To set up a marketing information system. 

 To design a performance tracker. 

Especially in the retail sector many independent retail firms do not seem to regularly 

engage in marketing planning (Conant and White, 1999) and it is rational due to their size. 

This lack of planning affects medium and long term competitiveness issues as well as 

increases the possibility of failure due to bad decisions.  
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2.7. SWOT Analysis 

A SWOT analysis is a simple tool, effective because of its simplicity, which can be 

used in business planning for exploring the possibilities for development, being neither 

cumbersome nor time consuming. SWOT analysis encompasses the investigation and 

spotting of external opportunities and threats as well as the internal strengths and weaknesses 

of the enterprises and constitutes an important tool for strategy formulation and 

development. AB Vassilopoulos‟ SWOT analysis, applied specifically to its organic private 

label line “AB Bio,” involves monitoring the external and internal marketing environment 

(Kotler and Keller, 2006). Greek retail Market macro environmental forces such as 

demographic-economic, natural, technological, political-legal and socio-cultural need to be 

taken into account during this monitoring but also micro environmental factors such as 

customers, competitors, suppliers, distributors and dealers. This process renders AB 

Vassilopoulos capable to specify the objective of such a venture to introduce an organic PL 

and identify the internal and external factors that are favorable or unfavorable in order to 

achieve that objective. 

SWOT analysis can be extremely beneficial to those who objectively analyze their 

company in order to take marketing decisions. The marketing manager of any company for 

instance must have rough outline of potential marketing activities that can be used so as to 

take advantage of company‟s strengths and convert weaknesses and threats to opportunities. 

However, at this stage, there are likely many potential directions for the managers to pursue. 

Due to the limited resources that most firms have, it is difficult to accomplish everything at 

once. The manager must prioritize all marketing activities and develop specific goals and 

objectives for the marketing plan (Boone and Kurtz, 1992). If used correctly, SWOT can 

provide a good basis for successful strategy formulation. 

The purpose of the analysis of internal strengths and weaknesses is to evaluate how 

AB carries out its internal work, such as management, work efficiency, research and 

development, etc. Strength assessment identifies what the firm tends to do well and can 

include a skilled, professional staff or a modern, well-equipped facility. Strength is a 

“resource advantage relative to competitors and the needs of the markets a firm serves or 

expects to serve”. It is a distinctive competence when it gives the firm a comparative 

advantage in the marketplace. Strengths arise from the resources and competencies available 

to the firm. It is impossible to gauge what an organization‟s real strengths are, until one has 

assessed its strategic resources that constitute a genuine difference to an organization‟s 

competitiveness. 
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A fundamental step of the analysis is to determine how organizations can continue to 

grow within the marketplace. After all, opportunities are everywhere, such as the changes in 

technology, the government policy, the social patterns and so on. Key trends are one source 

of opportunities. Identification of a previously overlooked market segment, changes in 

competitive or regulatory circumstances, technological changes and improved buyer or 

supplier relationships could represent opportunities for the firm. The art of finding, 

developing and profiting from opportunities is the outmost purpose of the environmental 

scanning. According to Kotler and Keller (2006), marketing opportunity is an area of buyer 

need and interest in which there is a high probability that a company can profitably satisfy 

that need. There are three main sources of market opportunities. The first is to supply 

something that is in short supply, which requires less talent as the need is obvious. The 

second is to supply an existing product or service in a new or superior way. This can be 

achieved by asking consumers for their suggestions (problem detection method), asking them 

to imagine an ideal version of the product or service (ideal method) and by asking them to 

describe their steps in acquiring, using and disposing of a product (consumption chain 

method). The third source of market opportunity leads to a totally new product or service. To 

evaluate opportunities and determine the attractiveness and probability of success the Market 

Opportunity Analysis (MOA) can be utilized. 

An environmental threat is a challenge posed by an unfavorable trend or development 

that would lead, in the absence of defensive marketing action, to lower sales or profit. 

Threats are classified in terms of seriousness and probability to occur. They are external 

factors that are out of the firm‟s control therefore it is vital to be prepared and face threats 

even during turbulent times. A threat is a major unfavorable situation in a firm‟s 

environment. They are key impediments to the firm‟s current or desired position. For 

instance, the entrance of new competitors, slow market growth, increased bargaining power 

of key buyers or suppliers, technological changes and new or revised regulations could 

represent threats to a firm‟s success. 

Strengths, weaknesses, opportunities and threats are combined in order to better 

evaluate the company‟s situation. Weihrich (1982) describes the four combinations as 

follows: First Maxi-Maxi (S/O). This combination shows the organization‟s strengths and 

opportunities. In essence, an organization should strive to maximize its strengths to capitalize 

on new opportunities. Second Maxi-Mini (S/T). The combination shows the organization‟s 

strengths in consideration of threats, e.g. from competitors. In essence, an organization 

should strive to use its strengths to parry or minimize threats. Third Mini-Maxi (W/O). The 

combination shows the organization‟s weaknesses in tandem with opportunities. It is an 
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exertion to conquer the organization‟s weaknesses by making the most of any new 

opportunities. Finally, Mini-mini (W/T). The combination shows the organization‟s 

weaknesses by comparison with the current external threats. This is most definitely defensive 

strategy, to minimize an organization‟s internal weaknesses and avoid external threats. The 

following figure shows all the above combinations. 

 

 

Figure 2.2.: TOWS Strategic Alternatives Matrix Source: 

http://www.mindtools.com/pages/article/newSTR_89.htm, 2011. 

 

2.8. PEST Analysis 

The external context of strategic decisions is very broad-ranging. It includes 

governments, competitors, technological and social change and the dynamics of buyer and 

supplier markets. One way for managers to analyze their exposure to the set of potential 

contextual factors is through the application of a PEST analysis, an analytic tool used to 

provide a model and framework for dialogue about strategic choice, raising points on 

Political, Economic, Socio-cultural and Technological issues either in a Domestic, or 

International Market. PEST analysis is merely a business measurement tool that provides a 

scan of the external macro-environment in which a firm operates in, a framework that 
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categorizes environmental influences and analyzes them in Political, Environmental, Socio-

cultural and Technological factors that directly or indirectly affect the firm‟s actions. Such 

external factors are usually beyond the firm's control and sometimes present themselves as 

threats. However, changes in the external environment also create new opportunities. 

(Wikipedia, 2010). 

 

 2.8.1. Political  

 At the Political point of view a PEST analysis should examine the Political 

stability of the region of operations, the governmental policies that are in force, the risk of 

potential military invasion or internal conflicts, the presence of trading agreements such as 

EU, NAFTA, ASEAN or others, the taxation system, the national legal framework for 

contract enforcement, the possibility of intellectual property protection, the local trade 

regulations & tariffs, the favored trading partners or home market lobbying/pressure groups, 

the national Anti-trust laws, the environmental/ecological regulations if any and the pricing 

regulations. Besides, during the Political Analysis some areas that should also be monitored 

are the wage legislation - minimum wages and overtime payment, the local work week, the 

mandatory employee benefits, the industrial safety regulations and the product labeling 

requirements. (NetMBA, 2010). 

 

 2.8.2. Economic  

 As far as the Economic Analysis is concerned at PEST analysis, focus is 

given in the type of economic system in the countries of operation, the government 

intervention in the free market, the comparative advantages of host country, the exchange 

rates & stability of the currency, the efficiency of financial markets, the taxation either 

general or applied to specific product/services, the long-term prospects for the economy 

Gross Domestic Product (GDP) per capita, the infrastructure quality, various 

seasonality/weather issues, the workforce‟s skill level, the labor costs, the business cycle 

stage (e.g. prosperity, recession, recovery), the economic growth rate, the discretionary 

income, the unemployment rate, the inflation rate and the interest rates, as long as the market 

routes and distribution trends. (Quickmba, 2010). 

 

 2.8.3. Sociocultural 

 The Sociocultural Analysis refers to Demographics  such as population 

growth rate, age distribution, the dominant religion together with all the ethnic/religious 

factors, the class structure, the local level of education, the culture (gender roles, etc.), the 
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general local attitudes and opinions (health consciousness, environmental consciousness, 

adaptation to foreign products and services etc.), any possible law changes that affect social 

factors, the leisure interests, the emphasis on safety, the lifestyle trends and fashion and role 

models, the media views and the extend of advertising and publicity to the consumers, the 

brand/ company and technology image, the entrepreneurial spirit and career attitudes of 

employees, the consumer buying patterns and last but not least major local events and 

influences. (Businessballs, 2010). 

 

 2.8.4. Technological 

 Assessing the Technological factors, special concern should be shown in 

recent technological developments, the local technology's impact on product offering and the 

maturity of technology, cost and value chain structure (thus answering to the question in 

which extend does local technology affects the standard of quality, features and price of the 

products), the rate of technological diffusion, the presence of innovative products and 

services (such as Internet banking, new generation mobile telephones, etc.), the influence in 

distribution (books via the Internet, flight tickets, auctions, etc.), the effect of technology on 

the communication with consumers (banners, Customer Relationship Management etc.) as 

long as on the information and communications in general, the R&D activity and the funding 

of associated/dependent technologies, the level of automation and the technology incentives, 

the replacement technology/solutions as long as technology access, licensing, patents and the 

technology legislation. (Marketingteacher, 2010). 

 

2.9. Retail marketing 

Retailing due to its nature has long had the opportunity to be customer oriented as 

retailers engage in personal selling with customers (Mulhern, 1997). For many years, 

customer management was not a high priority for retailers, letting among others buying 

decisions, operational issues and merchandising practices as their primary concerns 

(Mulhem, 1997). However, there has been a shift lately and now emphasis is given on the 

customer‟s side too. This shift has occurred because of the advent of databases and the 

development of IT systems that allow retailers to conduct an integrated approach to 

marketing and to tie merchandising with customer‟s buying behavior. Moreover, retailers are 

less concerned nowadays about the profitability of their stock and more focused on the 

profitability of the customers in their stores (Mulhem, 1997). As a result an integrated 

approach to retailing has been developed, with the customer being at the epicenter of 

attention.  
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 2.9.1. Retail formats 

 The hierarchy of retail formats has changed considerably since 1990s. The 

changes that have happened and are mentioned on relevant literature (Tordjman, 1994) were: 

• The loss in market share by department stores and variety stores. 

• The growth of food retailing groups. 

• The development of large nonfood specialist stores. 

• The emergence of discount stores. 

 

 2.9.2. Segmentation 

  Nowadays, retailers implement different marketing strategies due to the 

segmentation of markets, the fragmentation of retail formats and the abundance of products 

(Tordjman, 1994).Therefore some firms practice mass marketing (e.g. hypermarkets), others 

opt for segmented marketing (e.g. specialists) or niche marketing, in order to meet 

customers‟ needs and to differentiate their offering.  

 

 2.9.3. Competition 

 Mergers and acquisitions have been used widely by retailers trying to handle 

intense competition. Retailers nowadays seek to brand their chains, creating differences from 

their competitors, moving away from price as the only measure of competitiveness and 

increasing store loyalty (Bell et al., 1997). Tordjman (1994) argues that apart from 

competition within types of retailing there is also competition between different types. 

Competition nowadays reflects the shifting balance of power from the manufacturer to the 

retailer (Tordjman, 1994). 

 As depicted in Figure 2.3., an integrated approach to retailing involves 

analyzing customer databases to evaluate the present and potential value of individual 

customers, determining how customers respond to retail merchandising variables and 

allocating marketing resources to individual customers accordingly (Mulhmer, 1997). 
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 Figure 2.3. Integrated Approach to Retailing. Source: Mulhern, Francis, 

(1997), p. 104. 

 

 The core concept in retail marketing is store evolution. Strategic aspects that 

assist in retail store evolution are according to Mulhem (1997) store location and image, 

retail assortment and pricing practices. For the purposes of our analysis we emphasize on the 

retail assortment that bears strong resemblance with parameters such as product lines, 

brands, styles and services offered by a retailer. Food retail firms face difficulties with 

assortment decisions as many stores must have an assortment that is broad enough to satisfy 

the demands of different customer segments (Mullhem, 1997). Another element that retailers 

have to take under consideration is the mix of national brands versus private labels (PL‟s) 

that they offer through their stores. In general, PL‟s usually have higher unit margins than 

the respective national brands; however profitability depends on the relative movement of 

the different items (Mulhem, 1997). From a cross sectional analysis it is concluded that 

private label penetration is higher when the price difference between national and PL brands 

is small, national brands are infrequently promoted and used little couponing and advertising 

and category price elasticity is low (Mulhem, 1997). However, these elements are not stable 

so it is fundamental for retailers to use marketing tools and techniques in order to calculate 

the appropriate mix between private labels and national brands. Besides, Alexander and 

Akehurst (1995) claim that the retail product offering consists of four levels:  

 Physical products produced by manufacturers. 



 

--32-- 

 

 The physical nature of the store including its appearance, internal 

organization and physical presentation. 

 The services necessary for the acquisition and consumption of 

physical products performed by the staff. 

 The total tangible, intangible and atmospheric environment that is 

made available for the gratification of all shopping motives. 

 It is evident from the aforementioned that retail marketing, as a multi-faceted 

subject, requires a multi-disciplinary approach in order to be understood. However, till 

recently little concern has been accustomed to retail marketing as it was regarded as a sector 

with overly applied character on the one hand and with difficulties to apply relevant research 

on the other hand. Nowadays retail research and therefore retail marketing have become 

more rigorous and popular due to the increasing importance of strategic planning to all the 

significant entrepreneurial, competitive and functional actions that are to be taken in 

pursuing organizational objectives and in positioning the organization for sustained success 

(Peng, 1998). 

 

2.10. Private Label Products Overview 

PL‟s are expanding in various industries. The store brands achieved a unit market 

share of 20.8% in US supermarkets in 2005, while their dollar market share was 16% and 

they account for around $41 billion in yearly sales in US supermarkets alone (PLMA 

yearbook, 2006). As for Europe, PL market shares are even higher, reaching levels of 40% 

(Boyle, 2003), thriving especially in UK, Switzerland and Germany, while the initial 

consideration that they are positioned at the bottom of the market is diversified, as premium 

PL ranges grow and achieve quality levels sometimes above those of all other brands in 

certain categories (Wittner, 2003). The latest data show a corresponding great increase in PL 

market share in the Greece as well, an issue that changes the map of various retail markets 

(Baltas, 2009). In Greece, the predominant independent owner-operated stores „the mom and 

pop operations‟ of the previous decades (Kumar 1997), are giving the way to strong retailers, 

which are assisted by the globalization trend and the lack of supportive governmental policy 

to favor the small and medium enterprises. Strong retailers such as Carrefour, and Lidl, after 

penetrating Greek market and taking advantage of their distribution expertise as a main 

competency, kept developing a unique powerful brand image and introduce PL‟s. Local 

competition followed up the PL model and as a result nowadays a surprising 1 out of 5 

products purchased in Greece are private labels, that is a mean value of 19% (Baltas, 2009). 
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2.10.1. Private Label Products Definition 

 Private Labels (PL‟s) are products or services of exclusive distribution that 

have the retailer‟s brand name although they are manufactured by a third party. The retailer 

is the one to control their price, features and marketing. They may also be found in the 

literature or industry as „„store brands, own brands, own labels, distributor brands, private 

brands, generics, house brands or controlled brands” (Gomez-Arias and Bello-Acebron, 

2008). There should be no confusion with the term “exclusive brands”, which refers to 

products or services marketed exclusively through a single retailer but controlled by the 

manufacturer and is irrelevant to PL‟s. 

 

2.10.2. Advantages of Private Label Products 

 There are obvious benefits for retailers to embrace PL‟s. First and foremost, 

although the retailer has to absorb some additional merchandising and inventory costs, 

private brands account for up to 20-30% wider gross margins than manufacturer brands 

(Hoch and Banerji, 1993; Hoch, 1996; A.C. Nielsen, 2005). Second, the feedback on own 

labels‟ sales is faster allowing a quicker response to market changes. Moreover, PL‟s 

generate brand awareness and consumer loyalty throughout the store (Corstjens and Lal, 

2000), helping to develop a unique store image among the clutter of over-distributed 

manufacturer branded products, while contributing to the commercial chain‟s differentiation, 

providing particular content and dimensions of exclusivity in the product collection. They 

increase the brand chain competitiveness and extend considerably the variety of collection 

and customers‟ choices.  They also enhance the retailer‟s negotiating position with suppliers, 

thus offering a higher degree of strategic flexibility and control for the retailer (Hoch, 1996; 

Nandan and Dickinson, 1994; Scott Morton and Zettelmeyer, 2001).  

 

2.10.3. Disadvantages of Private Label Products 

On the other hand, if retailers overdo it with the PL offer, it is likely that this 

may discourage many customers, especially those that are familiar or loyal to national 

brands. Customers may feel like they lack adequate choice. The retailers‟ focus on their own 

brands presumably provides their competitors a strategic window to operate in, as they can 

provide manufacturer brands that the PL retailer refuses to offer. The global expansion is 

rather difficult for a mass PL retailer, as he has to convince the customers in the new country 

to switch both stores and brands. Moreover, a greater number of national brand 

manufacturers in a market as well as the increased advertising per manufacturer seem to 
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deter the emergence of own labels (Hoch, 1996; Nandan and Dickinson, 1994; Scott Morton 

and Zettelmeyer, 2001). 

 

2.10.4. Private Labels from the Manufacturers’ Perspective  

Private label supply is becoming pervasive among all kinds of manufacturers 

under a variety of circumstances. According to the vertical differentiation model proposed by 

Gomez-Arias and Bello-Acebron (2008) the decision of a manufacturer to produce a private 

brand depends on the quality positioning chosen and it is a case-to-case basis whether they 

will be better off or not by supplying the PL. It is shown, in terms of perceived quality, that 

retailers will choose the high quality manufacturer for a premium store brand and the low 

quality manufacturer otherwise. This decision is not based on the set of skills possessed by 

each manufacturing company (Gomez-Arias and Bello-Acebron, 2008) and the threat of 

entry by another manufacturer is not a sufficient condition for a manufacturer to supply own 

labels. It is also revealed that a high quality manufacturer should make a private label only if 

the retailer positions it as a premium private label and not for generic or traditional private 

labels. As a result the retailer‟s profits are higher when the premium PL is handled by a high 

quality manufacturer. On the other hand, for a low quality manufacturer, the threat of entry 

from another brand is strong independently of its positioning, as the introduction of a generic 

or traditional own brand poses the low quality manufacturer to direct and fierce competition, 

squeezing his brand between the high quality brand and the generic or traditional one, 

leaving no better option to the manufacturer to quit his own brand and become a PL 

specialist. Thus the retailer chooses a low quality manufacturer if he intends to introduce a 

store brand at intermediate quality levels. 

 The factors that may lead manufacturers to supply PL‟s are found in the 

incentive to fill idle capacity or to use store brands as a buffer between leading brands and 

follower brands. Supplying private brands is also linked to the increasing power of retailers 

who condition the purchase of branded products to the supply of private labels or make it 

part of a wider collaborative effort to serve their customers (Corsten and Kumar, 2005). In 

many cases and given the incremental competition posed by a store brand induction, 

manufacturers prefer to internalize whatever profit opportunities remain in manufacturing for 

the retailer rather than lose market share to the store brand and miss the chance of PL 

manufacturing. 
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2.10.5. Private Labels from the Retailers’ Perspective  

It is obvious that retailers may acquire various benefits by introducing own 

brands, which look quite seductive for them. The retailer that chooses to experiment with the 

introduction of a private brand must initially answer the following questions: “How should I 

determine the potential of a new or a relatively new product category for private branding?”; 

“Why is one product category more suitable than another?” and “What are the most 

promising candidates for private branding?” 

 Most previous research on store brands has focused on consumer 

characteristics that affect PL purchase intent, such as demographic characteristics (Baltas, 

2000), value consciousness (Richardson et al., 1996), price sensitivity (Garretson et al., 

2002), shopping values (Chandon et al., 2000) and risk aversion (Ailawadi et al., 2001). The 

study of the differences in PL sales between product categories also revealed the influence of 

product characteristics on the sales of private brand products (Hoch and Banerji, 1993; Batra 

and Sinha, 2000). 

 

2.11. Marketing planning process for private label products 

As competition among retailers is permanently increasing, building a strong brand 

has become a marketing priority for the majority of retailers. However, retailers have to deal 

also with increasing competition with national manufacturers.  From the retailers‟ 

perspective, building a strong brand will accrue a number of marketing advantages such as 

differentiation between competitor‟s and national manufacturer‟s offerings, creation of brand 

awareness and guarantee of a certain quality level and so on. Private labels assist in building 

a strong brand, thus, all the more retailers recognize that their private labels are the 

cornerstones of their marketing plans and strategies.  

Retailers introduce PL products in a category not only to gain profits directly from 

the product itself but also to use it as a strategic weapon to elicit concessions from national 

brand manufacturers (Narasimhan and Wilcox, 1998). However, the introduction of new 

products is uncertain as far as consumer‟s demand is hard to predict (Qian and Tang, 2009) 

and is often accompanied by some degree of risk. Bearing in mind that the failure of 

launching new products in the food industry is as high as 80% (Qian and Tang, 2009) it is 

rational that food retailers have been searching for a variety of ways that could minimize that 

risk and simultaneously achieving a direct and effective approach to the final consumer.  

An important aspect in the launching of a new product for retailers is to gain grasp of 

consumer‟s preferences and the market shifts towards consumer orientation (Qian and Tang, 

2009). Therefore, it is necessary for retailers to collect efficiently and on time information as 
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far as consumer‟s preferences and introduce private labels that address to specific consumer 

needs. Private brands strengthen consumer‟s store loyalty, increase a retailer‟s margin and 

act as a weapon for the retailer to differentiate himself in the fierce competitive environment 

(Ailawadi and Harlam, 2004). Moreover, Mills (1999) supports that private label marketing 

strengthens retailer‟s hand in its dealing with national manufacturers and reduces the weight 

loss that arises in double marginalization cases. Borden (1964) proposes a list of important 

elements that make up marketing programs. The list of elements can be long or short 

depending on the depth that the marketing manager wishes to penetrate in the designation 

phase of a marketing plan. The elements of the marketing mix that Borden has proposed 

have been built for manufacturers but they also fit to retailers with some adjustments. These 

elements are: 

 Product planning, policies and procedures relating to: product lines to be 

offered, design. 

 Pricing policies and procedures relating to: price level to adopt, margins to 

adopt. 

 Branding policies and procedures relating to: selection of trademarks, brand 

policy individualized or family brand. 

 Advertising policies and procedures relating to: amount to spend, mix of 

advertising, promotion techniques. 

 Packaging: formulation of packaging and labeling. 

 Display policies: methods to adopt to ensure merchandise of the product, 

burden to be put on display in order to help effect sales. 

 Level of services offered by the retailer. 

 Physical handling procedures: warehousing, transportation and inventories. 

Besides, retailers have to weigh, when they formulate their marketing mix for their 

private label products, the market forces that govern the mixing of marketing elements 

(Borden, 1964). These are: 

 The consumers‟ buying behavior as determined by their motivation in 

purchasing, buying and living habits, environment present and future as revealed by trends 

for environment influences consumers‟ attitudes towards products and their use, buying 

power. 

 The retailer‟s behavior as influenced by their motivations, structure, practices 

and procedures. 
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 The competitor‟s position and behavior as influenced by: size and strength of 

competitors, number of competitors and degree of concentration, indirect competition (e.g. 

from similar products), product choices offered to consumers by the industry in terms of 

quality, price etc.  

 The competitor‟s motivation and attitudes as far as their likely response to an 

action of other firms (e.g. launching of a new private label product). 

 The governmental behavior and controls over marketing such as regulations 

over products, pricing, competitive practices, advertising and promotion. 

Therefore, prior to the launching of a new private label product, the marketing 

manager has to weigh the behavioral forces and then juggle marketing elements in his 

marketing mix with a keen eye on the available resources (Borden, 1964). Besides, according 

to the firm‟s size, the marketing manager may adopt a varying strategy. The overall strategy 

employed in a marketing mix is the product of longer range plans and procedures dictated in 

part by past empiricism and in part by management foresight as to what should be done in 

the future so as to keep the firm successful in a permanent changing business environment 

(Borden, 1964). In other words, the marketing mix should fit simultaneously in current and 

future requirements.  

 

2.12. Private Label Products versus National Brands 

In this study, we support that private label products are a growing market in different 

countries around the world. Recession that many economies have been suffering since 2008 

has assisted in this trend as shoppers are seeking more value in their purchases. On the 

account of the permanently growing importance of private labels, national brand 

manufacturers face a dilemma. On the one hand, whether or not to supply retailers with 

private label goods (Tarzijan, 2007) and on the other to compete for the new business and 

fight against cannibalization of their own brands (Gomez-Arias and Bello-Acebron, 2008).  

Historically, private labels have offered the consumer an inferior quality compared to 

national manufacturer‟s goods at a value price (Verhoef et al., 2002). Recently, many 

retailers have moved upscale launching high quality private labels that directly compete with 

national brands (Verhoef et al., 2002) responding to the findings of recent research that has 

revealed consumers are keen in purchasing high quality private labels. Hoch (1996, cited 

Verhoef et al., 2002) has presented the traditional strategic marketing view of private labels 

with regard to national brands. According to this viewpoint, national manufacturers have 

followed a differentiation strategy whereas private labels have aimed to deliver value for 

money or deploy a low cost strategy. Under this scope, national manufacturers didn‟t have to 
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take into consideration PL‟s when they formulated their strategies (Verhoef et al., 2002) as 

their focus was on competition with other national manufacturers. The decrease in quality 

difference between private labels and national brands has driven to a new strategic reality for 

both parties and therefore new strategic decisions had to be on force. National manufacturers 

view six strategic options according to Hoch (1996) so as to compete private labels. These 

are:  

 Increase distance from private labels through offering new and improved 

goods. 

 Increase distance from private label through offering „more for the money.‟ 

 Reduce the price gap. 

 Formulate a “me too” strategy by introducing a value flanker. 

 Wait and do nothing. 

 Produce premium private labels. 

These options are depicted in Figure 2.4.: 

 

Figure 2.4.: Options for National Manufacturers. Source: Hoch (1996), p. 90. 

 

The options that national brand manufacturers have compared to PL products in 

general and organic PL in particular should be used in the reflection phase in Chapter 5, 

where we describe how food retailers deal with these alternatives.  

Empirical evidence from a qualitative research that took place in the Netherlands 

(Verhoef et al., 2002) shows that: 

 The majority of national manufacturers do not produce private labels and 

those that do so, use it as a part of their relationship strategy with the retailer. 
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 Private labels are considered as a separate category by national 

manufacturers. 

 National manufacturers take into consideration private label competition 

when formulating their strategies although they are not keen in adopting price reductions in 

order to avoid harnessing the relationship with retailers. 

 National manufacturers tend to focus on product innovation as well as quality 

improvement and extra advertising in order to deal with intense competition from private 

labels. 

 A few manufacturers have followed the “wait and do nothing” strategy 

leaving the initiative to retailers. 

However, this research couldn‟t find evidence for the presence of manufacturers 

directly attacking private labels with price reductions and the introduction of a value flanker. 

The findings of our primary research further support the findings of the Dutch research. The 

truth is that nowadays the relationship that has been developed between retailers and 

manufacturers sum up to better satisfying their mutual consumer (Hertel, 2009). Retailers, 

from their point of view, do not rely solely on their increasing market shares and the 

unanimous acceptance that private labels relish across the world. On the contrary, they built 

innovation and marketing capabilities that will strengthen their position towards national 

brands and they use all the more their private brand as a tool to be relevant to the consumer 

(Hertel, 2009).  

To sum up, both parties have identified “ways out of the box” that contribute in their 

common goal to serve the customer. These are: 

 Satisfy consumer needs by delivering goods at reasonable prices.  

 Perform category planning with full national and private brand participation. 

 Develop joint promotions that offer a low risk, high return opportunity for 

collaborative merchandising.  

 Evaluate mutual benefits so as to create a platform of trust to strengthen 

collaborative relationships. 

The conclusion is that there is no retailer who can exist on private labels alone 

(Hertel, 2009) as well as there is no retailer who could succeed only with national brands.  

 

2.13. Private Label Products and Consumer Response  

The rate of adoption of private labels is not similar in every country and there is great 

variance between countries where private labels are well established and countries that 
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private labels have been introduced recently. Similarly, consumer response on preferring or 

not private labels also differs among countries. In literature, little attention has been given by 

researchers on analyzing consumer behavior towards private labels (Veloutsou et al., 2004) 

although it is unanimously accepted that consumers choose among the various available 

brands including the retailer‟s brands. According to Hoch and Banerji (1993) consumer, 

retailer and manufacturer factors influencing the private label success as well as consumer 

response towards private labels. In the present economic situation it is vital for retailers to 

know who their clients are and how they behave. This knowledge is essential for retailers in 

developing successful strategies that will allow them adjusting their offering to current 

demand.  

Relevant studies regarding consumer shopping behavior with regard to national 

brands and Private Labels were focused on the former till recently. Only since early 1990 

when private labels have presented an outstanding performance in terms of increase in 

market share, researchers have shown interest on a regular basis. The initial studies carried 

out indicated that consumers were keener on buying national brands over private labels 

because manufacturer‟s brands had a more attractive image (Miquel et al., 2002). However, 

recent studies reveal that private labels are becoming increasingly popular due to the fact that 

consumers trust them all the more in terms of quality (Miquel et al., 2002). As a result, a 

serious rethinking of the forces which drive consumers to buy or not private labels in general 

has been necessary. Under this scope, variables as personality, life styles etc. have provide 

important information explaining why the consumer buys private labels and even why he 

does so in some categories and not in others (Miquel et al., 2002). In addition, some 

researchers (Richardson, 1997; Zaichkowsky, 1985 cited Miquel et al., 2002) support that 

personal involvement with the product may be important in explaining the reasons that 

consumers accept private labels and develop a specific behavior towards private labels. 

Theoretically, consumers are keener on purchasing private labels that are considered to be of 

low involvement whereas they are more skeptical for products that are considered to be of 

high involvement (Miquel et al., 2002).  

Practically, the former are usually products of low monetary value, with little or non-

differentiation compared to national brands, where the risk perceived by consumers is 

supposed to be low and that are purchased on a regular basis. On the other hand, the latter are 

private labels that are of high monetary value, that involve high innovation levels and are 

bought periodically. We should clarify that involvement with a product is being defined as „a 

person‟s perceived relevance of the object based on inherent interests, needs and values 



 

--41-- 

 

(Mitchel, 1979; Zaickhowsky, 1985, Solomon, 1997, cited Miquel et al., 2002). Under this 

scope, it is obvious that different people are not expected to have similar buying behavior.   

Research on consumer behavior towards private labels has also shown that „the 

knowledge that consumers possess of the product category as well as the perception that the 

differences between national brands and private labels are minimal‟ (Miquel et al., 2002) are 

positively related with the acquisition of the national brand. This is presented in the literature 

by Miquel et al. (2002) who proposes a model that depicts a set of relations explaining 

consumers‟ decision to buy or not a private label. This model is presented in Figure 2.5. 

  

Figure 2.5.: Relation between variables, proposed model, Source: Miquel et al., 

(2002), p.8. 

 

As shown in the above figure consumers are prone to purchase a store brand when 

they think that few differences exist among the store and national brands. Similarly, the 

number of attributes, the perception the consumers hold, as well as the category‟s variety and 

the amount of customer involvement in the category are straight proportional to the 

likelihood of a store brand purchase. 

Empirical findings by applying the model affirm that personal involvement with the 

product category does affect the decision to purchase private labels. Moreover, a greater 

level of involvement means greater and deeper knowledge of the product category being 

evaluated. Furthermore, increased knowledge means higher propensity to acquire store 

brands. However, if this greater knowledge leads to the perception that differences exist in 

favor of the national brand, then it is possible that consumers will tend to purchase national 

brands. If the differences are perceived as unimportant, consumers tend not to purchase store 

brands in favor of national brands. According to researchers (Granzin, 1981; Caplliure, 2000, 

cited Miquel et al., 2002) consumers of private labels show an innovative tendency and are 
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more aware when buying. Finally, a factor that affects consumers‟ behavior towards private 

labels is the trust that consumers place upon the retailer in general and the brands that are 

offered at its premises.  

 

2.13.1. Factors that lead consumers to Private Labels 

Several factors have been investigated to have led consumers‟ notable shift to 

store brands, many of which have been already mentioned as the advantages of PL‟s. The 

ongoing increase in own brands‟ consumer recognition (Dhar and Hoch, 1997; Messinger 

and Narasimhan, 1995) is also a contributing factor to the augmentation of private brand 

sales. 

2.13.1.1. Price Consciousness 

 A factor of outmost importance is the role of consumer price 

consciousness and consequent consumer resistance to the prices of national brands, which 

varies across product categories and is possible to calibrate the model on category-level field 

data in favor of PL‟s. The degree of consumers‟ category price consciousness will positively 

affect the purchase of PL‟s in that category. Price consciousness is defined as the consumers‟ 

reluctance to pay for the distinguishing features of a product if the price difference for these 

features is too large (Monroe and Petroshius, 1981) and varies in intensity across individuals. 

This attitudinal tendency variation among the consumers is justified as the diverse 

upbringing and socialization leads to a different perception of the value of being thrifty and a 

presence or absence of relevant cognitive beliefs about the importance of saving money 

(Inglehart, 1990). In the same manner, as variations exist between individuals, it is 

anticipated that it varies across product categories and situations for the same individual. The 

variations in such price consciousness across categories are a significant reason why 

consumers buy PL‟s more in some categories than in others. As research shows in general, 

refrigerated food, frozen food, shelf-stable food, paper products, plastic bags and wraps are 

strong players in private brand sales, while personal care goods such as shampoo, toothpaste, 

and cosmetics generally hold the smallest market share (Nielsen, 2005). These category 

differences in PL sales also raise the possibility that consumer price consciousness is greater 

in some categories than in others, which in turn is attributed to perceived risk and price-

quality associations. 

 

  2.13.1.2. Price - Quality Association 

  Price-quality association, perceived category risk and perceived price 

unfairness of national brands in a given category are the keys to the moderation of consumer 
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price consciousness (Batra and Sinha, 1999). Consumers who believe in a positive price–

quality association should be more attracted to higher-priced national brands. However, the 

relationship between price-quality association is not absolute but is subject to the risk 

involved in the purchase. Store brands are found to be typically 15% - 40% cheaper than 

national brands (Ashley, 1998) and consumers show skepticism and become resistant to 

higher national brand prices. It is highlighted that some portions of the past and future 

growth of own brands might well be due to their price advantage over national brands 

(Bronnenberg and Wathieu, 1996). Additionally, perceived price–quality association has a 

significant effect on PL purchase in risky categories (Sinha and Batra, 1999). The ongoing 

improvement in own brand quality works for a wider PL acceptance in more categories than 

before. It is pertinent to mention that the variation in store brands‟ share across categories 

may well be due to their being closer to national brand quality in some categories than 

others. Indeed, perceived quality differential in certain categories is recognized as the most 

important reason among consumers opting to pay more for national brands rather than buy 

store brands in those categories (Sethuraman and Cole, 1997). This quality gap is diminished 

as PL‟s come to parity with national brands, or even, in the case of premium private labels 

the quality gap is reversed in favor of private brands, which is obvious in many empirical 

findings in the literature (Morgenson, 1991; Omar, 1994; Stern, 1993) and also for Greece 

(Baltas, 2009).  

 It is worth noting that there is no generalized or objective price-quality 

relationship. On the contrary, price-quality perception is rather context-specific and related 

to situational characteristics such as consumers‟ cognitive schemes and product class 

knowledge (Peterson and Wilson, 1985), which provides an excuse upon the tendency of 

consumers to believe that a higher price obtains for them a corresponding return in quality 

only in certain categories, but not in others. Every consumer, regardless of income levels or 

quality targets, has to make price-quality trade-offs, which shows the relationship between 

price consciousness and perceived price-quality association. Sinha and Batra, (1999) 

conclude that all else being equal, consumers will be more price-conscious in product 

categories where they estimate a lower perceived price–quality association. The direct effect 

of price–quality association on PL purchase ought to be stronger and negative in risky 

categories, as individuals seek to alleviate risk by buying national brands instead of PL‟s. In 

contrast, if a category is perceived to be less risky, consumers despite associating price and 

quality may be tempted to achieve greater savings by buying store brands. 
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  2.13.1.3. Perceived Category Risk 

  Category risk is defined as the subjective probability of making an 

incorrect choice in a category in relation to the perceived consequence of such a 

mispurchase. It is indicated that one of the principal ways consumers seek to alleviate greater 

perceived risk in a category is by buying a higher-priced item (Lambert, 1972). Hence, it is 

evident that if a certain product category is judged by an individual to be highly risky, he or 

she would be less price-conscious in that category. Empirical findings indicate that the way 

that individuals cope with this risk is to avert PL‟s and tend to well-known, highly reputed, 

or highly advertised national brands (Bettman, 1974; Richardson et al., 1996). To sum up, if 

the perceived category risk is considered high, consumers have a narrower „„latitude of 

acceptance‟‟ vis-à-vis quality and ought to be more willing to pay a higher price as a 

reassurance of adequate quality, even though they otherwise might not do so.  

 

  2.13.1.4. Perceived Price Unfairness 

  Perceived price unfairness is the consumers‟ subjective evaluation that 

he/she has been charged more or asked to pay an unfair premium than that called for by the 

costs incurred by the seller. When a buyer consider a modest profit over the costs for the 

seller, this is „„normatively acceptable‟‟ and the buyer is willing to pay a premium, which 

must be somehow justified by the benefits received from the brand (Thaler, 1985). However, 

since buyers typically have no knowledge about the internal production costs of the seller, 

they can nonetheless „„infer‟‟ these costs by their assessments of quality as well as via price 

comparisons with similar brands. Academic research shows that consumers not only form 

perceptions of price fairness, but over and above they subsequently act on these beliefs, with 

a willingness to retaliate against unfair pricing, even with cost to themselves. (Kahneman et 

al., 1986; Morgenson, 1991). Being a member of the so-called “Information Society”, the 

actual consumer is allegedly mature enough and ready to assess if the price premiums 

charged by national brands over store brands are really based on higher incurred costs, such 

as through improved quality, added features, or better ingredients and finally reward honest 

sellers with price premiums and punish dishonest sellers by denying them future sales (Rao 

and Bergen, 1992). Synoptically, more consumers will be price conscious in product 

categories where they perceive price unfairness by national brands. 
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 2.13.2. Implications to National Brands Marketing from Consumer 

Perspective 

 It appears essential for national brands to emphasize on the negative 

consequences of a mispurchase for the consumers, even within categories that may seem less 

risky, thus portraying the advantage of a good after sales service, feedback handling and 

CRM to the consumer, reforming his/her view and attitude towards the national brand and 

alleviating any perceived unfairness from the consumer‟s purchase. In today‟s global 

business arena Customer Value is proved to be a source of competitive advantage. Since a 

fair price is a key component of value (Thaler, 1985), the focus on fair prices is anticipated 

to grow in the future. As aforementioned, consumers have become more educated about 

competitive alternatives and prices, they access information easier from newspapers, 

magazines and web sites, thus national brands‟ prices must keep in a fair level. The 

association between high price and quality must be reinforced by highlighting and promote 

the “value-added” offered by national brands, not only in advertising but also in packaging 

and point-of-sales materials. The demonstration of the higher existing quality could 

complement the improvement of national brands so as to restore the „„quality gap‟‟ in 

relation to private labels (Steenkamp and Dekimpe, 1997). Additionally, consumers need to 

be convinced that the higher price premiums they choose to pay for national brands is 

reflected to better quality, superior features and better ingredients and does not merely result 

in excessive profits for the retailers or manufacturers. Besides, regardless the fact that 

promotion cutbacks may bring about fewer negative effects in categories where consumers 

are less price-conscious, promotion should keep supporting categories where more 

consumers are proved to be price-conscious, as it is detected that PL‟s are favored in such 

categories. 

 

 2.13.3. Private Label Research on Consumers 

 Burton et al. (1998) found that attitude toward private brands is positively 

related to private brand purchase intent; private brand attitude is the strongest predictor of 

private brand purchases. “Smart” shoppers are viewed as less impulsive in their decision 

making, and make rational choices among brand alternatives without being influenced by 

national brand product images (Blattberg and Neslin, 1990; Garretson et al., 2002). Store 

loyalty increases with the use of private brands because store-loyal consumers trust their 

stores and are more familiar with a particular store‟s private brands (Corstjens and Lal, 2000; 

Dick et al., 1995; Richardson et al., 1996; Wulf et al., 2005). 
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2.14. Private Label Products Segmentation 

From the business and the academic perspective, private label products are of 

increasing importance as they have grasped an increasing market share in many developed 

countries. Under such circumstances, retailers view private labels as a strategy for improving 

primarily their image and profitability and furthermore strengthening their bargaining power 

towards national manufacturers and major distributors. In particular, due to low marketing 

expenditures retailers can make higher margins on private labels while retaining competitive 

prices (Baltas, 2003). Besides, as private labels are sold solely in the retailer‟s premises, the 

retailer avoids direct price competition (Baltas, 2003). Moreover, private labels also enhance 

store differentiation as store brands cannot be bought elsewhere. Thus, store brands help in 

creating customer franchise, traffic and loyalty, enhance store image and create extra 

turnover for retailers (Baltas, 2003).  

Considerable work has been done on specific areas of private label development, but 

little things are known as far as the manufacturers of private labels, as emphasis is given on 

benefits that retailers gain by selling store brands. According to the Association of Private 

Label Manufacturers (2010), private labels manufacturers are categorized into four 

categories. These are: 

 Large national brand manufacturers that use their expertise and plant capacity 

to supply store brands. 

 Small quality manufacturers that specialize in specific product lines and 

concentrate on exclusively producing private labels. 

 Major retailers that own their manufacturing facilities and provide store brand 

products for themselves. 

 Regional brand manufacturers that produce private label products for specific 

markets. 

Private labels together with national brands consist of the product portfolio that a 

retailer offers to its customers. Retailers are prone to promote store labels instead of national 

brands. If we think a retailer as a business unit, it is necessary for achieving long term value 

creation and corporate development to determine what priorities should be given in the 

product portfolio of the unit. Prioritizing product portfolio will distinguish which products 

are of high importance for the retailer, those that are of low importance and the cash effect 

that each category brings to the retailer. In literature (Kotler and Keller, 2006), Boston 

Consulting Matrix is considered to be a primer in the principles of portfolio management. 

Practically, the matrix assists corporations to allocate their resources to those business units 

or products that are more profitable for the corporation. All business product or units are 
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categorized as “Stars”, “Cash Cows”, “Question Marks” and “Dogs”. Following BCG‟s 

matrix categorization, the various private label product series that a typical retailer sells, are 

distributed in one out of the four proposed categories. 

Practically, there are numerous series of private labels that cover the needs and wants 

of various types of customers. Therefore, it is necessary prior to their launching to select the 

target market that they will serve, determine the desiring positioning and finally developing 

the marketing mix. That means that each retailer should target its marketing efforts on the 

best prospects as there are almost no products that can be bought by all customers. In our 

opinion, private label‟s segmentation is on a par with consumer segments. This means that 

the choice and volume behavior of consumers incorporates segmentation tactics of private 

labels. However, empirical research (Krishnamurthi and Raj, 1991; Grover and Srinivasan, 

1992; cited Dillon and Gupta, 1996) shows that other factors such as purchase timing, retail 

promotions and brand loyalty should be taken into consideration when examining brand 

choice and segmentation. Besides we should not forget that price, and the marketing mix 

elements in general, hold a pivotal role in segmenting all products, private labels included. 

To sum up, the factors that determine private labels segments consist of: 

 Consumer‟s need for the product category.  

 Consumer‟s brand preference in the product category. 

 The marketing conditions (e.g. price and promotion conditions in the 

marketplace).  

 Category volume. 

 Brand attributes. 

 Demographics (e.g. gender, age and occupation). 

In general, two types of private label products are apparent (Bazoche et al., 2005): 

 Premium private labels, which are positioned at a higher level than 

unbranded goods that are usually sold at a price 10-20% higher than the one of generic 

products. 

 Private labels that are positioned as a low cost solution compared to national 

brands, which are classified as generic food. 

According to Bazoche et al. (2005), market segmentation in the retail sector also 

depends on the tradeoff between broadening the range of products subject to striker 

requirements that encompasses more contractual relationships with producers and keeping 

the highest level of flexibility towards suppliers by risking offering only generic products.  
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2.15. Marketing mix for private label products 

There is unanimous approval that marketing is about satisfying customer wants and 

needs and in the course of doing so achieving an organization‟s objectives (Proctor, 2000). 

Those goals are achieved by researching, promoting, selling and distributing one‟s 

organization products or services. Nowadays, due to fierce competition organizations have to 

find alternative ways to satisfy customer needs and wants and this is done by differentiating 

their product offering. Marketing is also about the competitive positioning of products or 

services in the minds of consumers, the communication of messages and images, the means 

that are used to convey messages and images to customers and finally about managing 

relationships (Proctor, 2000).  

In practice marketing is implemented by tactics and strategies. Strategy is more 

general whereas tactics are more detailed and specific. The formulation of a marketing 

strategy for every firm, no matter its size, involves a determination of:  

 The product market in which the firm competes.  

 The level of investment that is required to offer its products or services to 

consumers. 

 The strategies that are required in order to compete in the selected market 

(e.g. product line strategy, positioning strategy, pricing strategy, distribution strategy, 

manufacturing strategy, segmentation strategy). 

 The assets that provide the competitive advantage (e.g. one firm may provide 

superior customer service to its customers in a way that it constitutes its competitive 

advantage in the market). 

 The allocation of resources for the production or selling of the product or 

service. 

 Possible synergies across the business that will allow value creation and 

economies of scale. 

A core concept in the marketing strategy is the marketing mix. The four main fields 

of the marketing mix are: 

 Product 

 Price 

 Place 

 Promotion 
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Figure 2.6.: The marketing mix. Source: http://www.netmba.com/marketing/mix 

 

The marketing mix elements demonstrate the efforts that a marketer could implement 

in order to adopt its offering to customers‟ needs and wants. In particular: 

 

 2.15.1. Price 

 Consumers use price as an important intrinsic cue and indicator of product 

quality or benefits (Yoo et al., 2000).  Therefore, high priced products are generally 

perceived as being of high quality and less vulnerable to price cuts than low priced goods 

(Yoo et al., 2000). However, although price implies high quality it does not necessarily 

create loyalty to the brand. However, brand loyal consumers are willing to pay the full price 

for their favorite brand because they are less price-sensitive than non-loyal consumers are 

(Yoo et al., 2000). These statements are true in the case of private labels too. Therefore, 

marketers should bear in mind these factors when they formulate the private label‟s pricing 

policy. 

 

 2.15.2. Promotion – Store Image 

 Distributing a product or service through good image stores signals that a 

brand is of good quality too (Yoo et al., 2000). Furthermore, good store image has a positive 

effect on perceived quality (Yoo et al., 2000). Thus, good image stores attract more attention 

and store visits from potential customers. On the other hand, consumers are more satisfied 

when doing their purchases in such stores and stimulate positive and active word of mouth to 

http://www.netmba.com/marketing/mix
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other consumers.  Under this scope distributing a private label product through the premises 

of a good reputation retailer will create more positive brand associations for the retailer as a 

brand and not only for the product.  

 

 2.15.3. Promotion – Advertising Spending 

 Relevant research shows that advertising is successful in generating brand 

equity, whereas sales promotion is unsuccessful (Boulding, Lee, and Staelin 1994; Chay and 

Tellis 1991; Johnson 1984; Lindsay 1989; Maxwell 1989, cited Yoo et al., 2000). Besides, 

research shows that advertising spending levels are good indicators of not only high quality 

but also good buys (Yoo et al., 2000). In the case of private labels, advertising plays a pivotal 

role in creating brand awareness and creating brand associations. Associations can be built 

either with the retailer‟s brands or with the product itself. (Hauser and Wernerfeldt 1990), 

support that repetitive advertising increases the probability that a brand shall be included in 

the considered in consumers‟ consideration set.  

 

 2.15.4. Price Promotions 

 Price promotions have a twofold meaning for PL‟s. First and foremost even 

though they provide immediate financial gain for the retailer they do not enhance long term 

brand switching towards national brands. Thus, the short term economic gain is eroded. On 

the other hand, frequent price promotions may jeopardize retailer‟s brands in the long run 

due to consumer confusion based on unanticipated differences between expected and 

observed prices (Yoo et al., 2000). Before launching a new store brand in the marker, a 

typical set of information is required. Information should be about how much each household 

spends for a particular product or the category in which the product belongs, what the prices 

of the other available products at the market are, how often purchases are occurring, features 

of other products especially of the leader brand etc. Besides, marketers should examine if 

marketing mix variables have an impact on brand choice (Paap and Frances, 2000).  

 Little (1975) has proposed a model that depicts the market system and its core 

elements. Figure 2.7. demonstrates the relationships apparent between model‟s elements.  
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 Figure 2.7.: The market system, Source: Little, John, (1975), p. 632. 

 

 The model demonstrates a number of key marketing activities and sales 

techniques that are implemented by manufacturers and retailers in their attempt to influence 

consumers. For instance, manufacturers influence consumers with product features and 

quality and then by price whereas retailers do so by product availability including shelf 

position and facings, special promotions and display among others (Little, 1975). For the 

purposes of our research it is of special importance to spot the marketing activities that 

retailers use in order to affect the sales of their own brands. Those activities affect both the 

basic consumer purchase intention and at the same time aim to enhance distribution and turn 

intentions into sales (Little, 1975). Marketers should take into consideration all factors 

mentioned above when designing the marketing mix for a new private label product or in 

cases of re launching of a product.   
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CHAPTER 3. Method 

  

This chapter presents the methodological aspects of the study, concerning the 

authors‟ view, the research purpose and the theoretical approach. Besides, it specifies how 

the primary and secondary data were collected. Moreover, this chapter portrays the limitation 

for future research, as well as the reliability and validity of the study. Moved by the 

contemporary crisis in Greece, which is followed by a price raise of all goods sold, the 

authors seek the consumers‟ reaction to their everyday life purchases and how they have 

altered their everyday purchasing behavior towards basic goods found in Greek 

supermarkets. The basis for our research was the inquiry “how this crisis could be considered 

as the spark to render consumers more price-sensitive and lead them to support retailers‟ own 

labeled products and how this crisis is linked to the boom of the private labels in the Greek 

market lately.”  

 

 3.1. Choice of topic 

Taking into consideration Yin‟s assessment, the purpose of a research is usually 

explanatory, descriptive or exploratory. (Yin R. K., 2004). An exploratory research is trying to 

find out what is happening, to seek and assess new insight on the issue of the research (Saunders 

et al., 2003). Thus, our research could be characterized as an exploratory study, seeking to 

deepen into Private Label products market share in Greece and particularly into AB‟s 

Vassilopoulos own labels. We have selected to deepen our research in AB‟s biological line “AB 

Bio” for two reasons. First and foremost, AB‟s own label products of the line “AB Bio” were 

among the first attempts made in the Greek retail market to launch a biological private label in a 

category dominated by national brands (e.g. FAGE, DELTA and recently OLYMPOS). The 

other reason was the fact that organic products, due to their production method, demonstrate 

some special features which render them a distinct category. 

Relishing our extended experience in AB Vassilopoulos and the company‟s trends, 

strengths and weaknesses, along with a thorough Greek PL market up-to-date knowledge, 

provides the study particular value and interest. We focus on AB Vassilopoulos in our research 

since this is one of the major players among Greek supermarkets with stores all over the country. 

Accordingly, we have chosen AB Vassilopoulos to analyze its PL‟s development process. Based 

on the company‟s PL development it will be possible, among other results, to estimate reflects of 

Greek consumers against the contemporary financial pressure that the country undergoes. 
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 3.2. Literature review 

 In order to deal with the selected topic we use the following steps: 

 Literature study (books, articles and journals regarding PL‟s, their relation to 

national brands, consumer behavior and retail market from the University of Gävle internet 

library). 

 Study of AB Vassilopoulos related reports, analysis of data provided by AB 

Vassilopoulos and open sources from the Greek PL market. 

 Form questionnaires for customers and the company management and 

conduct exit interviews based on the questionnaires to AB Vassilopoulos customers and the 

management team of each supermarket examined. The twelve AB supermarkets that we 

selected for our exit interviews, were planned to cover the whole range of the city of Athens; 

those were the stores in Egaleo, Vari, Ethniki, Kastella, Peristeri 1, Perissos, Petralona, 

Profitis Ilias (Pagrati 2), Radio City (Patision), Spata and Chalandri 2. The exit interviews 

conducted during the period from 4 May 2009 till 20 February 2010. 

 

 3.3. Collecting Information / data collection 

 Both qualitative and quantitative methods were selected to deal with the issue of the 

study. The qualitative method assists in focusing on the individual to obtain a deeper 

understanding of the situation, whereas the quantitative method premise the gathering of a great 

number of facts so as to further analyze them, applying some form of statistical analysis 

(Hussey and Hussey, 1997). It is believed that quantitative methods are widely used as what 

can be measured or counted gain scientific credibility over the immeasurable. It contains 

research on large scale and number of data to quantify. Quantitative method provides 

reliance and credibility upon the research during data gathering and analysis, such as 

experiments or questionnaires. On the other hand, through a qualitative research one gathers 

and analyses detailed data of ideas, feelings and attitudes. This method is necessary in order 

to estimate perceptions. The data were collected so as to judge and analyze fields that cannot 

be directly observed and measured. Sometimes qualitative data are used to explain the 

findings of quantitative research. For any new marketing research problem, quantitative 

research must be preceded by appropriate qualitative research (Malhotra, 2007). 

The use of depth interviews provide point information that lead to a deeper 

understanding about how AB Vassilopoulos develops its PL brands in the Greek market and how 

customers behave towards AB‟s own labels and PL‟s in Greece in general. Depth interviews are 

similar to focus groups, but they are conducted on a one-on-one basis, being a direct way to 

gather information from a single interviewee. During a depth interview a skilled interviewer tries 
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to uncover in a personal interview underlying motivations, beliefs, attitudes and feelings from 

the respondent. The personal character of depth interviews is the tool to uncover a greater depth 

of insights than the ones of focus groups (Malhotra, 2007). Moreover, valuable information 

regarding the company‟s PL strategies is acquired by interviewing the supermarkets‟ 

management team. 

 

  3.3.1. Primary research 

  The primary research use data which are new for a specific purpose (Hussey 

and Hussey, 1997). Specifically for the current study primary data is considered as a must, 

since there was no such data available in secondary sources. Observation, surveys and 

experiments are often used to obtain primary data (Malhotra, 2007), which prerequisites the 

following series of action as a marketing research process: the problem definition, the 

development of an approach to the problem, the research design formulation, the field work 

or data collection, the data preparation and analysis and finally the report presentation. In our 

study, the primary data were collected by interviewing a random sample of customers and 

AB Vassilopoulos management teams in the selected stores. We have utilized the method of 

real time exit interviews in 12 different AB Vassilopoulos stores in Athens, which were 

selected based on geographic coverage and assortment offering criteria with regards to AB 

Vassilopoulos PL‟s (see Appendix 1). A total of 830 customers took part in the interviews 

and answered a structured questionnaire in a period from 4 May 2009 till 20 February 2010. 

Apart from that, we have also conducted non structured interviews with AB‟s employees 

such as store managers, marketing managers, category managers and the Executive Buying 

Director that provided internal information regarding AB private labels in general and the 

brand AB Bio in particular.  

In our case, due to our experience in AB Vassilopoulos the collection of primary data 

was not expensive but it was time consuming indeed. We have chosen to conduct the 

interviews ourselves so as to avoid bias and thus utilize our questionnaire in the optimum 

manner and avoid straining the consumers‟ answers. The basic question of the research is 

synopsized to the scrutiny of knowledge, behavior and perception of the customers with 

regards to the general sense of PL products in Greece but in particular with regards to AB 

Vassilopoulos PL brands.  

 

  3.3.2. Secondary research 

 The secondary research is based on data written by other authors and they 

already exist usually for a different purpose (Hussey & Hussey, 1997). Secondary data may 
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be collected more easily and rapidly than primary data and also at a quite low cost and in a 

short time. The secondary data may be internal or external. The internal data may be elicited 

from sales outcomes, marketing activities, cost information, distributor reports and customer 

feedback. Such data are the most relevant to the organization‟s situation (Riley et al., 2000). 

The external data are generated by sources outside the organization in the form of published 

data such as books, annual reports, private studies, newspapers or standardized sources of 

marketing data as for example store audits or different kind of panels (Malhotra, 2007). The 

internet constitutes another form of secondary external data, like a computerized database. 

Nevertheless published data are most commonly utilized, since they are easily available and 

often sufficient to answer the research question. In our study the secondary data flow from 

the related literature, company statistics and analysis, open sources and the study of 

Economic University of Athens in Private Label products by professor George Baltas 

(Baltas, 2009). This study gives an updated overlook of the development in Greek PL 

market. 

 

 3.4. Information Analysis 

 We have used SPSS version 10 in order to analyze the gathered data as well as 

creating necessary charts and other relevant material.  

 

 3.5. Research process 

 Firstly, we identify the study area and select the subject. We focus on the Greek PL 

market and select AB Vassilopoulos as our case study. Next, the literature is thoroughly studied. 

Articles regarding Private Label products were downloaded by the University of Gävle 

online library. The focus was given on how the literature handles the concepts of price 

consciousness, product quality, branding and Private Labels versus manufacturer brands. 

Then we conduct the interviews to collect the primary data. Besides, the Internet and other 

reliable sources such as AB Vassilopoulos reports that were disclosured for the purposes of 

our research by AB Executive Buying Director and the study of Economic University of 

Athens in Private Label products are also used for the collection of secondary data. Parts of 

the literature study can be found in Chapter 2. Next, our findings are presented in Chapter 4, 

Empirical finding and marketing strategies and afterwards we combine the theories and the 

findings in Chapter 5, Analysis. Finally, by balancing the theories and findings, we analyze the 

data and derive conclusions and related recommendations in Chapter 6. 
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 3.6 Validity of the research  

 Normally the validity of a research is confirmed by the number of responses that are 

gathered. In this study 830 AB customers have responded to our questionnaire, a number that 

statistically is considered high, bearing in mind that according to the law of large numbers 

the average of the results obtained by a large number of trials should follow Normal 

Distribution (Wikipedia, 2011). Therefore we claim that our findings present high validity 

levels. Moreover, the interaction we had with the company‟s employees was crucial, as they 

provided up-to-date and relevant internal information regarding AB store brands, difficult to 

acquire through open sources. The aforementioned objectively strengthen the value and 

credibility of our research. 
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CHAPTER 4. Empirical finding and marketing strategies   

 This chapter presents the findings from the primary and secondary research as well as 

an in depth analysis on the external competition in the food retail industry in general and for 

private labels in particular. Besides, we thought it was important to highlight some facts 

regarding the food retailing industry in Europe and in Greece too. Greek food retail market is 

part of the European food retailing. Therefore and due to limited research on the Greek food 

retail market for the purposes of this research we should count on the findings of secondary 

research on the European food retail industry. Τhe potential of European retailing is to be 

transformed by acquisition and merger driven consolidation on the one hand and by the 

emergence of multinational transnational corporations on the other. 

 

4.1. Characteristics of the European food retail industry 

In order to understand the potential of European retail market (Wrigley, 2002), it is 

essential to appreciate six of its characteristics:  

 The majority of consumer spending is being concentrated into three big 

markets of Germany, France and the UK. 

 The majority of the national food retail markets in the EU are highly 

concentrated with five firm market shares in the range of 60-75%, whereas in northern 

Europe markets are more fragmented.  

 Taken as a whole the European retail market remains highly fragmented as 

only 30% of sales are controlled by the leading firms. 

 Few links exist between the major food retailers in the three core markets. On 

the contrary, on Southern and Eastern Europe leading firms tend to build cooperation 

relations.  

 There is a trend of consolidating major activities in order to achieve  

economies of scale by introducing own label goods, cost effective logistics and other 

synergetic cost cutting. Additionally, synergies uplift global pricing negotiating power and 

finally favour the creation of adequate financial and human resources able to allow further 

expansion. 

 The opening of new retail space is highly regulated across Europe making 

mergers and acquisitions the only route to expansion. 

The changing situation in retailing creates five challenges for European retailers 

(Wrigley, 2002). These are:  

 How do they increase their added value? 
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 How do they provide their customers with the competitive benefit of price 

without detracting from added value? 

 How do they bust growth to maximize economies of scale and scope? 

 How do they engineer an efficient supply chain? 

What is the optimum relationship with their stores to maximize the shift from push to 

pull where consumer demand triggers upstream activities? 

 

 4.2. European food retailers 

 The retail industry contributes significantly in the economic activity across Europe as 

it accounts for 30% of European business, 14% of working population and 13% of added 

value by the services it embraces (Tordjman, 1994). Since early 1960s, European retailing 

has been developed with changes occurring at: retail formats, segmentation of markets, 

intense competition within types of retailing, concentration to fewer and larger enterprises, 

diversification of activities, internationalization of retailing, legislative conditions, methods 

of management and organization and investments for the development of the companies 

(Tordjman, 1994). Besides, retailing has grown considerably in most countries either through 

internal growth or through mergers and acquisitions since 1970 (Kumar, 1997). Mergers and 

acquisitions were driven by several factors according to Kumar (1997). These are:  

 Strong retailers because of their cash management system and cash sales to 

customers while buying on credit from suppliers. 

 Retailers feel that size brings bargaining power versus suppliers and reduces 

cost of goods sold at their premises. 

 Profitability is increased as cost control arises by economies of scale. 

 Restrictions imposed by legislation in many countries as well as opening of 

new stores (e.g. Spain, Italy), over stored environments (e.g. Germany) or lack of availability 

of locations of adequate size. 

 

 4.3. AB Vassilopoulos Own Brands 

A member of AB Vassilopoulos marketing committee states that own brands 

development will affect the super market chains‟ revenue, providing that these products cost 

less. Such development will push AB to work harder on these products, by increasing R&D 

expenditures in order to provide added value to its customers, contributing to the 

improvement of the cost – quality ratio not only to PL products, but indirectly, through 

competition, to known brands as well. “PL products are not products of second level or 
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whatever level. PL quality is a matter of each chain strategy, in order to promote and sell its 

PL products. In our chain we attempt to achieve that each product that carry the AB logo 

should be at least of the same quality with the respective known brand”, as Mr Trahanas, AB 

Vassilopoulos Buying Executive Director specifies. He further emphasizes that quite strict 

specifications and high standards in production methods, inspections and controls and the 

whole process in general, with reference to the products to reach the selves and then to the 

consumer to be completely safe and relish secured quality. 

 

  4.3.1. AB Vassilopoulos mission statement  

  AB Vassilopoulos is sharing a common mission statement with other 

members of Delhaize Group since mid-2010. The mission statement is as follows: 

“We are trying to increase the quality of everyday life of our customers, employees and 

business partners in every society we are operating. We are offering various high quality, 

healthy and safe products and services in a daily basis and at all price ranges. We are keeping 

strong ties with our partners within the group. We are innovative, emphasize on continuous 

learning and focusing on talents. Finally we support, respect, inspired from and giving 

inspiration to our colleagues”.  

 

  4.3.2. AB Vassilopoulos Corporate objectives    

  For the purposes of this study we have discussed with AB‟s managers from 

various departments responsible for the designing and implementing of the corporate 

strategy on the short and the long term. It was unanimously expressed that current economic 

situation in Greece, which is accompanied by an increase of unemployment and a 

generalized uncertainty, has affected corporate strategy as well as corporate objectives. 

Despite these changes, AB has managed to maintain a fairly unwavering share in grocery 

retailing due to a strong presence in all ranges of private label products.    

 

 4.4. Overview of Food Retailing in Greece 

 Statistics on retailing in Europe (Bennison and Boutsouki, 1995) show that the 

structure of business in Greece resemble strongly to that of Mediterranean countries, where a 

structure of family owned and run enterprise is the dominant type of business. Other 

characteristics of a typical retail business in the region are the high number of shops per head 

of population, the low number of employees per enterprise and the high proportion of self-

employed (Bennison and Boutsouki, 1995). Between 1951 and 1988 there has been a steady 

growth in shop numbers by 125% to 158% in retail employment (Bennison and Boutsouki, 
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1995) but the average size of establishments had remained stable. The majority of these 

shops came from the non-food sector whereas only before 1990 some initial signs of change 

appeared (Bennison and Boutsouki, 1995) and supermarkets have doubled their presence. 

 Since early 1990s there has been a major shift on the retail environment in Greece. 

The changes that took place were abrupt and they had a grave impact on competition, retail 

management and consumers (Bennison and Boutsouki, 1995). These changes can be grouped 

into six categories: 

 The introduction of large hypermarket formats in food and convenience goods 

retailing by multinational corporations (e.g. Carrefour or Delhaize). 

 The development of larger supermarkets by a number of indigenous companies 

(e.g. Veropoulos, Massoutis and Sklavenitis). These outlets were representing a considerable 

enhancement of the typical Greek supermarket. 

 The introduction of large Cash & Carry shops. 

 The DIY chain‟s (Praktiker) entry into the market with two shops by 1993. 

 The involvement of foreign companies in the Greek department store sector 

(e.g. Marks & Spencer). 

 The franchising of a number of specialist international retailers to Greek 

companies especially in fast food (e.g. McDonalds). 

  These changes, as a chain reaction, brought about diverse alterations in Greek 

Food retail market, among which the most significant, according to Bennison and Boutsouki 

(1995), are: 

 The extension of opening hours from 50 to 68 per week in most areas, with 

the exception of permitting longer hours on special occasions (e.g. in tourist areas shops 

could operate for a longer schedule). 

 The elimination of controls on minimum and maximum prices. 

 The withdrawal of restrictions on selling fresh bread, meat and fish in outlets 

other than specialist traders. However, there has been another shift as far as selling of bread 

by supermarkets due to a law that was submitted by the Greek government (Law 3526/2007). 

 The withdrawal of restrictions on the employment of part time employees. 

 These changes affected the Greek retail industry in general but especially the small 

firms, which were hit hard by increased competition. Besides, small firms had difficulties to 

cope with the new business environment that was implied by multinationals and large Greek 

retailers that emphasized on cost reduction, economies of scale on the one hand and 

acquisition of smaller enterprises on the other (Bennison and Boutsouki, 1995). A less 
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tangible outcome according to Bennison and Boutsouki (1995) was the growing awareness 

of systems and techniques of modern retail management which small firms had problems to 

occupy. These systems and techniques include merchandising techniques, space 

management, promotions and personnel management. 

The Greek retail market on a par with other Mediterranean countries is characterized 

by increased fragmentation. Notwithstanding that the relative importance of independents is 

higher compared to Northern European retailers (Flavian et al., 2002). Statistics show that 

the market share of the top twelve chains operating in Greece has increased from 63,7% on 

2002 to 77,6% on 2008 (IRI,2009). Retailing in Greece apart from hypermarkets and 

supermarkets, includes discounts stores as well as Cash & Carry companies. However, 

retailers can be divided into the following categories:  

 Large multinational chains that operate on a nationwide basis. 

 Smaller chains that operate locally (e.g. on a prefecture or a district). 

 Independent grocery stores. 

 Further categorization can be made to: 

 Convenience stores that offer minimum assortment for covering consumers‟ 

needs. 

 Discount stores that are offering mainly private labels although lately they 

have started selling well known brands too.  

 Cash & Carry stores where only HO.RE.CA or other professionals are eligible 

to purchases and are thought to be wholesalers in consumers‟ minds.  

Supermarket chains, in order to overcome the intense competition, are permanently 

increasing their products‟ variety, their points of sale, with emphasis on convenient stores 

and they are constantly differentiating their offering, especially regarding fresh products and 

basic consumer goods. Simultaneously, hard discounters have developed dramatically their 

presence in the market place by selling a variety of private label products.  

 There are two factors that affect supermarket‟s pricing policy. The former is related 

to the operational expenses of each firm whereas the latter is related to the pricing strategies 

of their rivals. For instance, chains that are present across the country usually sell their 

products at the same price with small local variations (ICAP, 2007). On the other hand, 

pricing policy of small enterprises is being determined by factors such as the region that the 

firm operates in, the number of stores that it holds etc. The advent of multinational firms, 

retailers and discounters, has increased competition among firms and decreased profitability 
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levels for those who didn‟t have adequate funding. As a consequence many smaller firms 

have been acquired either by larger Greek retailers or by multinationals.  

 The major retailers by market share that operate in the Greek retail market are 

presented in Figure 4.1. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4.1.: Key players by market share in the Greek retail sector. Source: IRI, 

2009. 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4.2.: Key players by sales in 2008. Source: IRI, 2009. 

Rank 

2008

Chains  Sales 

("000 €)
2008

1 Carrefour* Group 2.384
2 Delhaize Group 1.337
3 Lidl 1.200
4 Sklavenitis 1.089
5 Veropoulos Group 923
6 Metro Group (Gr) 651
7 Atlantic Group 614
8 Masoutis Group 576
9 Makro 472
10 Pente 434
11 Arvanitidis Group 229
12 INKA 146

Top chains 10.055
Rest Chains & 

Traditionals 
2.904

Total Food 12.959
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 The ranking of key players using the criterion of sales in thousands of Euros on 2008 

remains unchanged till today (IRI, 2009). The evolution of store by firm from 2002 to 2008 

is presented in Figure 4.3.  

 

 

 

 Figure 4.3.: Number of stores by retailer from 2002 to 2008. Source: IRI, 2009. 

  

 Research on consumers‟ profile depicts that store brands are consumed by people 

with virtually identical socio-economic and consumption characteristics (Baltas and 

Argouslidis, 2007). According to a research implemented by AB Vassilopoulos (2009), 

Greek shoppers plan their purchases and are highly predetermined regarding brand choice 

compared to consumers in other European countries. Moreover, they are becoming more 

cautious as far as their purchases and the concept of “value for money” is becoming all the 

more crucial. Greek consumers in the years to come should have little time to spare on 

shopping; they will be insecure due to the economic uncertainty and the salary reductions 

and also they will be more aware and demanding shoppers. Data provided by Nielsen (2009) 

show that Greeks normally buy most of their groceries and food goods at supermarkets. This 

is depicted in Figure 4.4. 
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Figure 4.4. Trade Sectors where shoppers spend the most money. Source: Nielsen 

Shopper trends, 2009. 

 

 4.5. Key Food retailers operating in Greece  

Retail business in Greece is a very demanding operation and is being characterized 

by continuous development and transformation especially during the last ten years. 

Country‟s food sector in 2008 accounted for 31 billion € (AB Vassilopoulos, 2009). 

Approximately 40% of that amount derives from grocery stores whereas the rest 60% is 

represented by specialty retailers, open markets and small convenience stores. This is also 

depicted in the number of stores that are operated by chains or by individuals as well. Out of 

the 17.600 stores, approximately 25% represent independent & organized retailers with 

selling space greater than 100 square meters. Organized retailers are accounted for 

approximately 93% of total food retail sales (Nielsen, 2009). On a par with these 

developments, store density in Greece is very high similar to that of other South European 

countries (e.g. Portugal). In the years to come, food retail market will become more mature, 

aggressive and competitive than it is nowadays. 

In the Greek food retail market there are ten key players accounted for approximately 

9 billion € turnover and representing 69% of total food grocery stores turnover over 100 

square meters (AB, 2010). Top three players are Carrefour Marinopoulos, AB Vassilopoulos 

and Lidl and they account for 55% of the top ten supermarket chain‟s turnover (AB, 2010). 

The three companies are subsidiaries of multinationals groups. On the contrary, most 

important independent Greek food retailers are Sklavenitis, Veropoulos, Atlantic, Masoutis, 

Metro and 5 S.A.  From late 1990s mergers and acquisitions as well as strategic alliances 

have set the stigma for the choices retailers are willing to take.  
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  4.5.1. Key Players’ Profile 

 Carrefour Marinopoulos 

  Carrefour Marinopoulos is operating 709 (AB, 2009) stores nationwide under 

the banners Carrefour, Marinopoulos, 5΄ Marinopoulos and Dia.  

 

 

 

  Carrefour banner is solely for hypermarkets, Marinopoulos is for 

supermarkets, whereas 5΄ is for convenience stores and Dia for hard discounting stores. 

Carrefour Marinopoulos is focusing on aggressive price tactics and is currently holding the 

first positioning the Greek market in terms of total sales. However, we should state that 

Carrefour Marinopoulos apart from groceries also sells travel services, telecommunication 

services etc.  

  Consumers associate Carrefour as the massive retailer. Other characteristics 

that are attributed to Carrefour by Greek consumers are (AB, 2009): 

 Unreliable and incoherent as far as quality of products concern.  

 Great assortment of goods. 

 Emphasis on private labels and low prices. 

 Frequent offers and intense advertising for them. 

 Medium to low Service quality. 

 Organization of areas and cleanliness below medium. 

 Provision of a sense of sloppiness and remote. 

 Exceeded Supermarket level, tends to department store. 

 Very low prices as an asset and the offering of products outside 

supermarket spectrum such as electric devices. 

 

 Sklavenitis 

  Sklavenitis is operating only in the Attica region with 70 stores of various 

formats (AB, 2009). The banner is one of the strongest in the food retail sector, with very 

loyal customers and it is perceived by consumers as being best choice for money.  
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  Sklavenitis is being considered by Greek consumers as the traditional 

supermarket. Other characteristics that are associated to the banner are (AB, 2009): 

 Reliable and coherent as far as quality of products concern. 

 Organized neat and clean areas. 

 Provide a sense of intimacy and care. 

 Placed in the middle of the market with regards to prices. 

 Complete Service. 

 Offering relative assortment of goods.  

 Stores with two faces (older and little-uptown stores & new and 

grand-downtown stores). 

 No specialization retailer. 

 

 Lidl 

  Lidl Hellas is operating 190 stores across Greece according to latest available 

data (AB, 2009). The company holds the first position amongst hard discounters that operate 

in the Greek market.  

 

   

  Lidl‟s image is that of the imported bazaar. On a par with this perception, 

consumers see Lidl (AB, 2009) as a retailer with the following characteristics 

• Controversial aspects related to product quality, mainly as far as 

grocery products are concerned. 

• Sense of security due to the German origin. 

• Sense of insecurity due to the presence of unknown brands. 

• Frequent and various offers. 
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• Limited Assortment of goods in all product categories. 

• Service  fast cashiers, no other service. 

• Unorganized, resembles of an open market, bazaar or an outlet. 

• Provide a sense of sloppiness. 

• Placed below the middle of the market with regards to prices. 

• Lack of known brands. 

• Emphasis on packed food. 

 

• Veropoulos Group 

  Veropoulos Group is a large Greek retailer with more than 200 stores across 

the country (AB, 2009). It has achieved to build a network of stores nationwide due to 

acquisitions of smaller retailers such as Panemboriki and Chalkiadakis. Besides, it is also 

investing in developing stores in Balkan countries (e.g. Skopje and Serbia). With a goal to 

lift its market share, Veropoulos extends its activities to all the product categories like dairy 

products, frozen sea food, seed oils, spaghetti and pasta, cereals, cleaning products etc, with 

Spar products as a peak, enforcing the categories with the higher sales volume and enhancing 

the current categories like paper products, legume, chocolate, biscuits and personal hygiene 

products. Mr Spiliotis, Marketing Director of Veropoulos group claims (FreeSunday, 2008) 

as far as the firm‟s strategies concerning PL products: “Today, PL products share in relation 

to our gross sales is around 12% to 13%, while the annual growth rate for 2009 reaches 30%. 

What we anticipate to happen is to approach the European mean share for the next 

quinquennium and to achieve around 18% to 20% of PL sales. We strive to keep on growing 

so as to interfere in more product categories and to deliver to our customers more choices 

with better quality to price ratio.  

 

• Atlantic Group 

  Atlantic has embarked on a strategy of mergers and acquisitions of smaller 

retailers in order to reinforce its position in the market. According to recent data Atlantic is 

operating 183 stores including both supermarkets and cash & carry outlets (AB, 2009). Its 

network covers most of North Greece as well as central Greece, some islands, Peloponnese 

and Epirus (AB, 2009).  
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• Massoutis 

  Massoutis is operating solely in Northern Greece and has become the key 

player in local area. Its network consists of 183 stores (AB, 2009). 

 

• 5 S.A. – Galaxias 

  5 S.A. is known with the banner Galaxias in the Greek market. It is operating 

123 stores in various areas of the country (AB, 2009).  

 

4.5.2. Greek Food Retailers Face the Economic Crisis 

  As the effects of the global economic downturn arose in Greece towards the 

end of 2008, growth continued to slow down. In December 2008, disaster hit retailers based 

in downtown Athens and other big cities. As demonstrations against the police, following the 

murder of a student by a policeman, turned to violent riots, vandalism and looting, stores 

were forced to remain shut during the peak season for sales. In some cases, serious damage 

prevented the shops from opening throughout the Christmas season, hence leading to 

significant losses. During 2009, current value sales saw more than a 2% decline 

(Euromonitor, 2009). The grocery channel was not particularly affected; the big drop in sales 

was mostly driven by the negative performance of big-ticket items in non-grocery retailing. 

Greek consumers were reluctant to spend on non-foods at such harsh times and instead 

responded positively to offers and private labels (Euromonitor, 2009). On the other hand, the 

economic downturn drove Greek consumers to look for cheaper solutions for their grocery 

shopping and as a result supermarkets saw their sales being directly threatened by 

discounters. More specifically Greek supermarkets see a current value decline of 2% in 

2009, to slightly less than EUR10 billion (Euromonitor, 2009). The worsening of the 

economy forced Greek consumers to concentrate more on staples such as food and basic 

groceries and cut out items of secondary importance. The movement was particularly 

obvious in the split of supermarket sales between food and non-food. Food is estimated to 

have won approximately three percentage points in 2009 and pushed the sales of non-

groceries back to less than 10% (Euromonitor, 2009). Besides, the leading players resort to 

network expansion to enhance their value shares. On-going competition with discounters and 

convenience stores left little room for supermarkets to hesitate with regard to network 

expansion (Euromonitor, 2009). Establishing their presence in new areas before the 

competition was perceived to be vital for stabilising shares. Special emphasis on outlet 

expansion was given to rural Greece and the islands.  
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 4.6. Greek Private Label Market 

 Private labels are becoming popular to Europe‟s shoppers. Greeks although being 

reluctant in purchasing private labels, have changed their attitude lately and nowadays 

private labels account for 20% of all products sold on retailer‟s premises (PLMA, 2010). 

Information regarding private label products‟ development in Greece is limited (Veloutsou et 

al., 2004) due to low penetration of such products until a few years ago and limited number 

of researchers with interests in the area. However, the advent of large retailers such as Lidl as 

well as the economic crisis the country is suffering has increased both the variety and the 

number of PL‟s in all categories. 

 The trends in 2009 (Euromonitor International, 2009) and at the moment of writing 

this study have been in favor of low cost products such as PL‟s. The major driver to this 

trend was consumers‟ attitude due to the economic conditions that had worsened since late 

2009 due to the fiscal and economic policy that the Greek Government has applied and the 

agreement for economic bail out by the International Monetary Fund and the European 

Central Bank. Under these circumstances, consumers are increasingly looking for cheaper 

products and cut-price promotions (Euromonitor International, 2009). Therefore, the desire 

to spend less is expected to lead to a further increase in private label sales, accompanied by 

the increasing familiarity of Greeks with private labels. However, there are a few consumers 

that are reluctant to purchase private labels as they are considered to be of inferior quality.  

 Another major trend that has emerged amongst Greek consumers the last five years is 

the increased level of health awareness (Euromonitor International, 2009). This trend has an 

impact on several consumer markets such as food and beverages, cosmetics and toiletries etc. 

It is worth noting that Greek consumers until recently were not known for their 

environmental consciousness either for their ethical awareness in terms of health.  However, 

due to the catastrophic fires that took place in Greece in the summer of 2007 some concerns 

were raised regarding environmental issues that were enforced by the mass media, which 

bombarded the public with information about the catastrophic impact of the fires and 

consumers‟ concerns regarding the environmental issues were uplifted (Euromonitor 

International, 2009). The ethical consumer tends to be more concerned about his health, an 

issue which is depicted in an increase for organic products that are considered to be healthier 

(Euromonitor International, 2009). The impact of the aforementioned behavioral change 

from the retailers‟ perspective is the introduction of organic food lines that are usually more 

expensive as far as their price.  
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 Retailers in Greece approach private label market in diverse ways. On the one hand 

there are those that prefer to focus on own labels with comparable quality with branded 

goods, while others give less emphasis on quality issues and concentrate on low price goods 

(Tsoulos, 2000; cited Veloutsou et al., 2004). Primary research (Avlonitis, 2009) indicates 

that private labels in Greece are considered to be: 

 Products of good value for money. 

 Products of Equal quality to branded goods. 

 Products which consumers are willing to purchase, even occasionally, instead 

of branded goods. 

 Other useful findings from Avlonitis research show:  

 48, 8% of consumers think that the overall perception for private labels 

compared to branded goods is similar, whereas 39, 5% believe they are inferior and 11, 7% 

that they are superior products. Regarding the quality of private labels versus branded goods 

45, 2% support they have the same quality as branded goods, while 44% think they are of 

lower quality and 10, 8% of better quality. 

 As far as price is concerned, the majority of consumers 95,4% think private 

labels are cheaper than branded goods, whereas the remainder 4,6% thinks that they are more 

expensive. 

  A closer inspection of developments reveals that, in the final analysis, what 

saved the day for most big chains were their private labels. The wider the PL variety offered 

by a supermarket chain in 2009, the smaller the impact on footfall and volume sales of 

groceries (Nielsen, 2010). Accompanied by scattered price reductions and offers on staples, 

the leading players managed to move most of the pressure to independent retailers and other 

grocery channels. Private label products saw significant growth from late 2008, in response 

to the recession and the mounting demand for low cost products helped by the rising 

unemployment and the falling of consumer confidence and disposable incomes 

(Euromonitor, 2009). At the same time, private labels have been available long enough to be 

widely trusted; hence making the transition from branded products even easier. In grocery 

retailing, the share of private labels is calculated at around 8%-10%, with value sales of more 

than EUR2 billion (PLMA International, 2010). Its growth rate during 2009 was 2% per 

month, managing to reach 15% growth before the end of the summer (Nielsen, 2010). Price 

competition and private label products are strategies which will gradually lead to further 

consolidation of the grocery channel. Small chains and independent grocers do not have the 

margins to negotiate lower prices or to offer cheap private labels; therefore they will be faced 

with growing pressure. 
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  4.6.1. Market structure 

  Private labels in Greece saw significant growth from late 2008 due to the 

recession and the mounting demand for low cost goods (Euromonitor International, 2009). In 

grocery retailing the share of private labels is estimated to 8-10% with value sales of more 

than 2 billion Euros (Euromonitor International, 2009), whereas evaluations show that by the 

end of 2010 PL market share is approximately 20% (PLMA, 2010). Greek PL market is 

dominated by discounters due to their positioning on the one hand and the rising demand for 

such products on 2009 on the other hand (Euromonitor International, 2009). Recent data 

show that PL‟s will continue to increase their share both in grocery and non-grocery 

retailing, achieving by 2012 a share of 30% of total sales (Euromonitor International, 2009).  

  As far as future developments, the growing familiarity of Greek consumers 

with private label products, combined with uncertainty regarding the course of the economy 

will lead retailers to private labels (Euromonitor International, 2009). Besides, boundaries 

between discounters and supermarkets will fade and competition will grow as the latter will 

continue to develop their series of private label products. Data collected from empirical 

research (Avlonitis, 2009; Baltas, 2009) show that Greek consumers are keener to purchase 

PL‟s in categories such as tissues or bazaar goods, whereas they are reluctant to buy 

perishables or health related goods. Primary research has indicated that 68% of consumers 

have a neutral attitude towards organic private labels whereas 13% are indifferent and 19% 

have a positive attitude. On a par with the previous mentioned data, 17, 9% of consumers in 

general are willing to purchase private label dairy goods (Baltas, 2009).  

  

  4.3.2. Market trend 

  Consumer demand for organic products is increasing around the globe 

(Sahota, 2007) with retail sales estimated at 25, 5 billion Euros in 2005.  More specifically, 

the pace of the increase is stronger in regions such as Europe and North America (Sahota, 

2007). In the European region, PL market share accounts for approximately 40% of all 

products sold in developed countries (e.g. Switzerland etc.) whereas in southern Europe, the 

penetration of private labels is smoother (PLMA, 2010) although market share is increasing 

even there. As PL‟s are becoming more popular to Europe‟s shoppers (PLMA, 2010) 

retailers respond to this trend by introducing all the more own brand goods. An increasing 

PL category is that of organic products.   
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Organic foods, which feature production methods that reject synthetic 

compounds, have gained a significant share in the retail market (AC Nielsen, 2010). 

Consumers prefer organic or bio products as they are widely known in the market for many 

reasons (AC Nielsen, 2010): first and foremost among the consumers there is a predominant 

belief that they are healthier. Moreover, they are pesticide-free, more nutritious, they are not 

genetically modified and they taste better. Latest data by Nielsen (2010) show that there is a 

decline of approximately 1% in consumption in Greece for the current year in terms of unit 

value and 4% in terms of volume, as country‟s shaky finances hurt consumers‟ confidence 

and buying behavior. Unfortunately, there are no official data regarding the market share of 

organic private labels in Greece as IRI and AC Nielsen do not provide information in 

isolation for this category as it is included in the general category of private labels. Besides, 

there are no data for the consumption per capita of such products. However, data regarding 

other European countries do provide useful information that can be adjusted to the Greek 

market. Under this scope, PLMA (2010) estimates the share of private labels in the Greek 

market at 20% and estimations show that the growth will be stronger in the years to come, 

while long term prospects are appearing very positive (PLMA, 2010). AC Nielsen (2010) 

supports that private label‟s market share was approximately 12% on 2009 but with 

increasing trends. On the other hand, consumption per capita in Northern Europe was around 

108 Euros at 2005 (Sahota, 2007), therefore it wouldn‟t be irrelevant to claim that in Greece 

as well as in other South European countries, the per capita consumption for organic private 

labels is half of that in Northern Europe. Data from our empirical as well as from academic 

research (Baltas, 2009) do strengthen the above hypothesis. To be more specific, consumers 

purchase one private label for every five products bought. The general market dynamic of 

the Greek retail market is depicted in the following diagram presented in Figure 4.5. 

 

  Figure 4.5.: Fast mover consumer goods market dynamics. Source: AC 

Nielsen, Shopper trends 2010. 
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  Other useful information that AC Nielsen (2010) provides for the retail 

market trend are presented in the next pages in Figures 4.6., 4.7. and 4.8:  

 

  Figure 4.6.: Consumer confidence index Greece vs. Europe Source: AC 

Nielsen, Shopper trends 2010. 

 

 

  Figure 4.7. Consumer confidence index Variables. Source: AC Nielsen 

Global Consumer Confidence Survey. 
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  Figure 4.8. : Average monthly spending on Food, Grocery and Personal care 

vs. Fresh food. Source: AC Nielsen, Shopper trends 2010, Greece. 

 

  As far as private labels and market trends in Greece, AC Nielsen (2010) 

provides very useful information that is summarized in the following figures. 

 

  Figure 4.9. Private Labels‟ awareness. Source: AC Nielsen, Shopper trends 

2010, Greece. 
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  Figure 4.10. Category purchasing of private labels. Source: AC Nielsen, 

Shopper trends 2010, Greece. 

  AC Nielsen in its annual report (2010) supports that retailers should build 

brands that offer superior quality of desired benefits. Besides, consumers have tasted private 

labels and they are not so negative towards purchasing them in most categories. Data from 

secondary research provide important information as far as the value sales and evolution of 

private labels in the Greek market in general and in AB Vassilopoulos in particular. This 

information is depicted in the following two charts. 

 

  

  Figure 4.11. PL Value Sales AB Vassilopoulos vs. total Market. Source: AC 

Nielsen, Shopper trends 2010, Greece. 
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  Figure 4.12. PL Sales Evolution AB Vassilopoulos vs. total Market. Source: 

AC Nielsen, Shopper trends 2010, Greece. 

 

4.6.3. Current Private Label Competition 

  The competition in Greek Food Retail market comes mainly from 

multinational retailers and secondary from national retail chains, as the latter were reluctant 

or didn‟t have the expertise to develop private labels. However, the competition exists 

among various series of private labels that are sold on AB premises (e.g. the private label 

under the brand name AB competes with the private label AB Choice and vice versa). The 

major private label series that are sold by AB‟s main competitors are: 

 

• Sklavenitis 

  Sklavenitis is considered the supermarket with the minimum range of private 

labels in all product categories. Besides, Sklavenitis offers mainly no food and packaged 

goods under the brand MARATA. Other series are GLAROS and DROLIO although they 

are not delivered as private labels as such but rather as brands sold solely at Sklavenitis 

stores. The major characteristic of Sklavenitis PL‟s is that consumers associate them with 

high quality standards due to the fact that they are produced in Greece. 

 

• Carrefour – Marinopoulos 

  Contrary to Sklavenitis, Carrefour Marinopoulos offers a wide variety of 

private labels in almost every product category(AB.2009). The most well-known private 

label is the brand No1(AB,2009). No 1 goods are the cheaper in the category and their 

quality is not very high. Carrefour has also launched other series of private labels that are 
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perceived by consumers as of better quality compared to No1. Carrefour Marinopoulos has 

invested meaningful funds for the production and disposition of PL products, exploiting the 

experience and knowhow of Group Carrefour. In its stores‟ shelves more than 2.000 own 

brands(Carrefour,2011) are exposed under the trade name Carrefour in all product 

categories, covering all consumer demands. 

  The basic categories are the biological PL‟s, with more than 600 codes and 

emphasis on the milk and cheese Carrefour Bio, as well as the product lines «Quality Way 

Carrefour», «Carrefour Kids», «Carrefour Selections» and «Carrefour Discount». As some 

members of the company hold “a basic earmark of PL products Carrefour is quality, 

comparable to the leader products of each category and under a price that is many a time 

40% lower.” It is highlighted also that “the investment on PL products is considered a fixed 

tactics for the association, which count on the on-going development of PL products, 

enriching their field of action and improving the existing products”. Carrefour Marinopoulos 

has announced its decision to freeze the prices of 2000 PL products, with the simultaneous 

return of 15% of the value of 10.000 basic products and the delivery of 40.000 euro checks 

to the owners of Club Carrefour loyalty card from 3 to 27 March 09. Similar offers have 

been delivered by AB Vassilopoulos, Veropoulos and Masoutis. 

 

 Lidl 

  In the Greek market Lidl is considered to offer unknown to consumers brands 

instead of private labels. However, Lidl‟s products are appraised by consumers as private 

labels and they are purchased by consumers that do not consider quality and food safety 

among their priorities.  

 A general overview of the major private labels sold in the Greek market is 

presented in the following Figure 4.13. 
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 Figure 4.13. General overview of the major private labels sold in the Greek 

retail market. Source: Baltas, George, 2009. 

 

 4.7. Greek Consumers’ Behavior Towards Private Label Products  

 Relevant literature (Burton et al., 1998) suggests three set of reasons that potentially 

underlie consumer receptivity towards private label products. This set of reasons is portrayed 

in Figure 4.14. 
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Figure 4.14. A scale for measuring attitude toward private label products and an 

examination of its psychological and behavioural correlates. Source: Burton, Scot, 

Lictenstein, Donald, Netemeyer, Richard, Garretson, Judith, (1998), p. 295. 

 

 A question that arises is whether the purchase of a PL category is specific or it is just 

a household trait (Hansen et al., 2003). There is no unanimous respond to this dilemma, as 

preference for private labels could be household specific for many reasons, whereas recent 

research (Hoch and Banerji, 1993; cited Hansen et al., 2003) shows that brand penetration 

across categories varies significantly. According to the annual shopper trends issued by AC 

Nielsen (2010) Greek consumers: 

 Have a positive attitude towards private labels. 

 Don‟t really know enough about private labels in order to consider buying 

them. 

 Think that quality of store brands is generally just as good as that of branded 

goods. 

 The majority is aware of the major private label brands that are merchandised 

by retailers such as Carrefour and AB Vassilopoulos. 

 Take into consideration private labels in almost every category although in 

categories such as baby food and alcoholic beverages branded goods are still dominant. 



 

--80-- 

 

The low prices of PL products should be attributed to the lack of costs of advertising, 

marketing, research and positioning on shelves, while they call for lower cost for packaging. 

As a result, the absence of these surcharges permit to pose much lower prices in relation to 

the respective manufacturer brands which, in line with the competition, underlie on the 

aforementioned costs. For instance when a product is advertised on television for 30 seconds, 

it is surcharged by 10.000 Euros for each presentation. This cost is of course relayed to the 

customer. Nevertheless, no consumer buys something only because it is cheap; in this case 

the consumer is attracted by the quality – price relation. 

 The wide acceptance that PL products relish by the purchasing public is also 

confirmed by a relative survey of the Athens University of Economics and Business run by 

Baltas (2009), which provides useful information as far as the perception of the Greek 

consumers and the attitude they occupy towards store brands. The findings of this research 

are summarised below: 

 84, 4% of respondents think that private labels have a lower price compared 

to branded goods. 

 47, 6% of respondents are satisfied by private labels, 44% are neutral and 8, 

4% are dissatisfied.  

 Private labels account for one out of five products bought by respondents; 

however 20% of consumers do not buy private labels at all. 

Interestingly, the survey reveals that known taboos like the inferior quality of PL 

products are gradually diminished, while the consumers vote positively for PL‟s‟ efforts 

regarding development. In particular, one out of two consumers (47, 6 %) declares satisfied 

by PL‟s and at the same time argues (50, 3 %) that they are of equal quality to the respective 

manufacturer brands. The low price of a product, for the Greek mentality at least, creates 

suspiciousness for its quality. This perception justify the percentage of 38, 4 % of the 

consumers asked, who still hold that PL products are of inferior quality comparing to the 

respective known brands, 

Moreover, a percentage of 51, 3 % of the sample finds PL packaging of inferior 

quality, 2, 8% of better quality, while a 45, 9% finds PL products‟ packaging of equal quality 

in relation to the manufacturer brands‟ packaging. Besides, manufacturer brands are of worst 

fame, according to 52 % of the sample, equal fame as 43, 9 % of the consumers examined 

maintain, while only 4, 1% of them hold they have a better fame. Their offers are considered 

worse by 12, 9 % of persons inquired, the same by 32, 4% and better according to 54, 7 % of 

the sample. 
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Except for the low prices, there is another parameter that explains the consumers‟ 

shift to own brands, which is the amelioration and the development of PL‟s lately, which 

reach or even exceed the quality levels of the manufacturers‟ brands. The grand supermarket 

chains have soon realized the vast prospects and profits that PL‟s bring to their cashiers. 

Hence, they rushed to invest in several millions of euros to enrich and develop their PL 

portfolio. At present they keep on with the same or even greater tension, so as to broaden 

consumers‟ choices and vitalize their sales. 

PL products cover almost all the spectrum, from fresh products to general 

merchandise goods. They are disposed by Hard Discount stores such as LIDL and DIA but 

also by large or small super market chains. According to another study conducted on 2007 by 

the Department of Marketing and Communication of Athens University of Economics and 

Business, under the supervision of Professor George Baltas, one out of five products that are 

bought by the organized retail market are Private Labels, in a moment that they obtain 

positive impressions from the consumers all the more. In addition to this fact, the percentage 

of those consumers that do not buy PL‟s at all was reduced from 23, 9% in 2006 to 19, 8% in 

2007. The main criteria for the choice of PL products are their better price in relation to the 

known brands, as nine out of ten participants in the study maintain (Baltas and Argouslidis, 

2007).  

Another noteworthy outcome of the 2009 study is that even if the 95% of consumers 

support that they fill a written or mental list of goods they want to buy, only 54% of them 

select known brands inside the store. This fact shows that a great portion of consumers are 

ready to search for offers. A basic result of the study is that PL products possess an extreme 

advantage with regards to price, while there are contradictive aspects regarding the other 

criteria of comparison to known brands. 

  PL‟s have presented a boom in the last years. From a sales level of 600 

million euros in 2004 and a market share that did not exceed 8% they have achieved to 

capture the epicentre of the market with quite favourable prospects. Experts claim that the 

Greek PL products tend to reach gradually the European market share that come up to 35%. 

In certain European countries like Germany, Switzerland, Belgium and Poland, PL share, 

according to AC Nielsen (2010), exceeds even 40%. One of the future goals for Greek PL 

products is to enter the promising Chinese Market. 

 Greek households have found a safe haven at the cheap PL products. All the more 

Greek consumers tend to purchase PL‟s as an answer to their dramatic shrinkage of their 

income in hand. At the same time, they appear to turn their backs to known labels and 

national brands, which, in certain cases are found 70% more expensive. It is estimated that 
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from the beginning of 2010 the PL sales are augmented by 2% while the known brands fall 

back 1, 5% sending a clear message to the companies that persist in keeping their prices 

high. Market factors do not preclude this trend to be even stronger in the near future, since it 

is anticipated that the surcharge on the family budget will widen, as a result of new heavy tax 

measures and salary cuts. Some voices talk even about a turnover of the correlation of 

power, which currently indicates that one out of five products sold in supermarket shelves 

are PL‟s. This turnover is calculated to take place far sooner than firstly regarded. According 

to a study of the Greek Foundation for Economic & Industrial Research (IOBE, 2010) the PL 

market runs with a rate of nearly 30%, which is threefold in correlation with the respective 

European PL market, while in less than four years it has achieved to double its share up to 

15% and to approach a turn of 2 billion Euros. 

  PL products are considered an ally to the crisis. They blossom into a valuable 

tool for the supermarket chains in their effort to challenge consumers‟ interest. The 

significant profit margins that they present provide the possibility of greater price reductions 

and a series of offers without traumatizing their profitability. It is further showed that PL‟s 

act as a “defence mechanism” against the discount chains like Lidl. 

  The on-going PL penetration and the growing number of consumers that are 

in favour of PL‟s, create a new era for the food retail market, with the most significant 

consequences, in the short run, upon the loss of market share for known brands. The products 

fulfil two categories of needs; these are the functional and the psychological. Product that are 

attributed to the functional needs such as toilet paper, is not regarded as a product with not an 

easy emotional identification, is a category in which PL‟s reach a share of 50% to 60%. On 

the contrary, in certain categories in which a psychological need could be satisfied, such as a 

face cream or the cosmetics in general, PL products can hardly reach a percentage of 2% to 

3%. As far as the children‟s food concern PL share is diminished, because whatever product 

is addressed to infants or children is linked with a remarkable psychological and emotional 

touch, rendering the probability to convince the consumer to switch from the established 

products and famous manufacturers quite low (FREESUNDAY, 2008). 
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CHAPTER 5. Analysis  

In this chapter we present our proposals derived by the primary and secondary research 

as far as SWOT and PEST analysis and a set of strategies that is appropriate to a food retailer 

such as AB Vassilopoulos for its organic private label line. 

 

5.1. Market segmentation for organic products 

For the purposes of this research it was too difficult to get information about market 

shares, frequency of purchases, shopper‟s characteristics as well as other critical information 

regarding the organic food market in general and the Greek market in particular. Difficulties 

to get relevant data for organic sales of private label products occur due to: 

 The unavailability of official statistics at the Greek retail industry as far as 

organic products in general and organic private labels in particular. 

 The dislike of retailers to communicate stagnation although, in the case of AB, 

this problem was not as important as confidentiality, which came up as the major 

problem. 

However, we have overcome those deficiencies by selecting relevant data by other 

European countries or even the USA, although it was unavoidable to fall into some 

generalizations.  Besides, data was also gathered by the primary research although 

respondents were reluctant to provide detailed information for organic private label products 

due to the fact that most of them were not aware that they were purchasing an organic store 

brand. Finally, some information was gathered through interviews with AB‟s marketing and 

category managers although confidentiality reasons didn‟t allow in depth discussion and 

analysis.  

On the contrary, increasing familiarity of consumers with the range of AB bio products 

has assisted sales. Prior to launch a product in the market, category managers should 

examine a number of parameters that will allow to: 

 Manage the category of products as a strategic business unit. 

 Develop strategic category plans based on category goals, competitors and 

market conditions. 

 Determine price, merchandising, promotion and product mix. 

 Collaborate with suppliers that usually produce private labels on behalf of the 

retailer. 

The activities that category managers undertake when they are thinking of launching a 

new private label product are depicted in Figure 5.1. 
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Figure 5.1. Activities undertaken by category managers before launching a new 

product. Source: Category Management & Private Label Profitability, 2001, Dellmart & 

Company.  

 

Besides, the category manager should answer questions such as: 

 What other products are present in the category? 

 How will categories be grouped? 

 Which role does the category possess? (e.g. destination, routine, etc.) 

 Which strategies and tactics do the distributors implement in the category or 

sub category? 

 

  5.1.1. Market segments that purchase organic private labels 

  In general, nowadays consumers place greater trust in naturally extracted 

ingredients and in goods produced with natural ingredients than ever before. As a result of 

this trend organic products are becoming all the more popular and they are catching up a 

remarkable market share in almost all European countries. Consumers are willing to 

purchase organic products for several reasons (OTA, 2010) such as: 

 Protection of future generations. 

 Promotion of biodiversity. 
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 Energy savings. 

 Prevention of soil erosion. 

 Preservation of the quality of air and water. 

 Preservation of ecosystem‟s balance. 

 Provision of assistance to small and local growers. 

 Protection of farm workers. 

  According to the Organic Trade Association (2010) private labels are driving 

growth in the organic products, although tough economic conditions have deteriorated the 

increase in terms of sales on a par with the existing price gap between organics and 

conventional offerings. Our empirical findings as depicted during interviews with AB‟s 

managers show that AB‟s consumers that prefer organic private labels cannot be grouped 

into distinct segments although they generally have some special characteristics such as: 

 Their monthly expenditures at supermarkets are above average 

compared to general population‟s expenses. 

 They show an actual interest on environmental issues. 

 They possess significantly greater income than the average AB 

consumer. 

 For them, quality is more important than price upon the selection of an 

organic private label. 

 They primarily seek for organic products and they proceed to organic 

private labels purchases due to a lack of other brands or a very limited assortment. 

 AB Bio products are considered to be premium and niche products 

and consumers feel they purchase high quality and innovative products and not cheap 

intimates of branded goods. 

  Demographically, users of organic private labels are more likely to be 

represented by large households on average (IRI, 2004). According to AC Nielsen (2010) 

Greek consumers have slightly changed their behaviour as far as retail purchases, partially 

due to the economic crisis and austerity measures taken by the government. More 

specifically:  

 40% of monthly expenses per household are spent on fresh and dairy 

products and only a small portion is being spent on organic products and organic private 

labels as well. 

 High quality and value for money are strong parameters in consumers‟ 

store attributes. 
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 Greek consumers are aware of AB and 365 series of private labels 

however AB bio products show lower awareness ratios. 

 One out of five (18%) usually buys dairy private labels whereas 

almost one third (29%) of consumers has never bought dairy private labels. 

 65% of respondents think that store brands are of equal quality to 

branded goods. 

 Approximately one out of two consumers (46%) claims he knows little 

about store brands and therefore does not consider PL‟s as buying alternatives. 

  Under these conditions, we expect consumers that till now prefer organic 

products in general and organic private labels in particular to alter their buying habits. This 

will reflect in organic products‟ market penetration and may lead to a decrease in their 

market share in some categories as consumers may select cheaper products. 

 

  5.1.2. List what is bought 

  Organic products consist of a special sub category within each product 

category. According to World Trade Organization (2002) and OTA (2006) organic goods are 

divided into two segments: organic food products and organic non-food products. For the 

purposes of our research we emphasize on the former. Following OTA‟s and WTO‟s 

classification system, organic food products are apparent in the following categories:  

 Dairy goods.  

 Fresh fruits and vegetables. 

 Meat, fish and poultry. 

 Bread & grains. 

 Non-dairy beverages. 

 Snack foods. 

 Specialty goods such as wines, ethnic food products, sauces and 

condiments. 

  Figure 5.2. presents organic food category shares for the US market in 2005.  
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  Figure 5.2. Organic Food Category Share. Source: OTA Manufacturer 

survey 2006. 

 

  From our empirical research we found that AB has developed 136 organic 

private labels that cover both perishables and grocery goods. Among others consumers can 

choose organic meat, vegetables and fruits, bakery goods, wines etc. Figure 5.3. depicts the 

whole variety of organic private labels by product category. 

 

 

 

  Figure 5.3. Organic Private Labels by Product Category. Source: Primary 

research in AB Vassilopoulos. 

 

  Private labels do not relish unanimous acceptance, as there are consumers 

who tend to be sceptical and reluctant to purchase them. However, consumers have changed 

their attitude towards store brands since early 2008 (Verdict, 2009) and have become more 

willing to shop around and give private labels a try. In organic goods things were slightly 

different. Private labels are driving growth in organic market (OTA, 2010) and some of them 

have acquired the leader role in their category. This is partially explained due to the absence 

of branded organic products at supermarket shelves.  
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  Apart from dairy goods such as milk and yogurt, consumers also purchase 

organic meat, fruits & vegetables among others. Apart from these categories, our primary 

research shows cereals, oils and personal care goods as categories with an increasing role in 

the organic market share, although organic private labels at these categories were being 

developed when we conducted the research.  

 

  5.1.3. List where target customer bought 

  In the Greek market place organics are sold by: 

 Supermarket chains and hard discounters. 

 Outdoor markets. 

 Stores that sell exclusively organic products. 

 Individual producers. 

  Organic private labels are solely sold on supermarkets and hard discounters as 

well. The remainder three sales channels do offer private labels but not under a scope and 

scale grave enough to fit into our research, basically due to their restricted production 

capability and the lack of marketing tools.  

 

  5.1.4. When organic private labels are bought 

  Our empirical research shows that organic private labels are purchased on a 

regular basis by the segments we formerly described. However, there is no evidence that 

consumers visit AB stores in order to purchase solely organic private labels. From our 

research it is clear that consumers that purchase organic products visit AB stores on average 

more times per month than other consumers. Besides, our research shows that: 

 63% of AB consumers are aware of the AB bio series. 

 One out of two AB‟s consumers visit AB stores due to the presence of 

AB bio products, whereas for other AB private labels this ratio is at least 65%. 

 Two out of three AB‟s consumers do select AB bio products every 

time they visit an AB store. 

 78% of AB‟s consumers will recommend AB bio products to others.   

 

5.2. PEST Analysis for AB Bio Products 

The economic, political, social and geographical environment influence the Greek 

food retail industry as it does to any industry after all. Thus, it is important to take some 

insights into what had happened in the past and what changes should we expect in the future.  
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  5.2.1. Political Environment in Greece 

The most important limitation imposed by legislation was the obligation of 

retail shops to operate on a 50 hour basis per week. Other limitations were the restriction on 

the sale of bread, milk and fresh food by specialty shops and the prohibition of part time 

employment. These barriers have effectively precluded the development of modern store 

formats whereas have made difficult or even impossible the competition on price or service 

level until recently.  

Particularly regarding organic products, the European Council of Agricultural 

Ministers agreed to a new Council Regulation on organic production and labelling of organic 

products in June 2007. This new Council Regulation (EC) No 834/2007 contains clearly 

defined goals, principles and general rules for organic production. On 1
st
 January 2009 these 

new EU regulations went into effect, with only some of the new provisions to take effect on 

1
st
 July 2010. The goal of this new legal framework is to set a new course for the continued 

development of organic farming, sustainable cultivation systems and a variety of high-

quality products as well as to contribute to environmental protection, biodiversity and high 

standards of animal protection at the spectrum of EU countries.  

Organic production must respect natural systems and cycles. Sustainable 

production should be achieved insofar as possible with the help of biological and mechanical 

production processes, through land-related production and without the use genetically 

modified organisms (GMO). In organic farming, closed cycles with the use of the internal 

resources are preferred to open cycles with the supply of external resources. Ideally, external 

resources should be limited to organic resources from other organic farms, natural or 

naturally obtained materials and low soluble mineral fertilisers. In exceptional cases, 

however, chemical synthetic resources may be permitted if suitable alternatives are lacking. 

These are only authorised and listed in positive lists in the Annex of the Commission 

Regulation after a thorough investigation by the Commission and the Member States. 

(Official Journal of the European Union, 2007). 

  Greek laws fully comply with the above EU regulation. Foods may only be 

marked as "organic" if at least 95% of their agricultural ingredients are organic. Organic 

ingredients in non-organic food may be listed as organic in the list of ingredients, as long as 

this food has been produced in accordance with the organic legislation. In order to ensure 

better transparency, the code number of the control body must be indicated. In order for a 

product to be organic it has to come up after a biological cultivation for at least three years 

and moreover to carry the appropriate sign on the package, that is the name of the 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:189:0001:0023:EN:PDF
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Organization and the authentication code. The use of genetically modified organisms (GMO) 

and of products manufactured from GMOs is still prohibited in organic production. Products 

containing GMOs may not be labelled as organic unless the ingredients containing GMOs 

entered the products unintentionally and the GMO proportion in the ingredient is less than 

0.9%. Producers of packaged organic food must use the EU organic logo as of 1 July 2010. 

The distribution of organic products from third countries is only permitted on the common 

market, when they are produced and controlled under the same or equivalent conditions. The 

import regime has been expanded with the new legislation and the EU Commission holds a 

better position to supervise and better monitor the import of organic products and the control 

of the organic guarantees. (Official Journal of the European Union, 2007). 

 The organic products in Greece occupy 23,665 producers, 1,541 

manufacturers and eleven importers. In total the Greek land that is used for biological 

cultivation is up to 3.231 sq. kms of which 1.556 sq. kms are rangelands. According to the 

records of the Greek Ministry of Rural Development and Food, in 2009 the organic breeding 

animals were beef cattle 28,618, sheep 499,000, goats 309,060, pigs 54,631, poultry 266,182 

and bees 14,302. Greek consumers although they have turned to the organic products the last 

years, are far beyond the European consumers. Indeed, according to EU records, the Greek 

consumer spend 5,4 euro per capita, while in the EU the mean consumer rate reaches 36 

euro, and Germany, Austria and Denmark peak with 80 euros per capita. These records also 

add to the estimation that there is a high potential of organic product boom in Greece. In 

addition, the augmentation of the consumption of biological products through the last years 

has narrowed the price margins between organic and conventional products. As far as the 

rate of growth of Biological Products market concern, it is obvious that the crisis prevents 

the Greek consumer from paying the premium even for his nutrition. Hence, one can spot 

stagnancy at the bio products market in Greece during 2010 with a small tension to increase; 

in 2009 it was increased at a rate of 6%, while the previous years the rate has galloped with a 

rate as high as 25%. This cutback is attributed to the economic crisis, but also to the fact that 

the older bio growth rate galloping could not be sustained. (http://health.in.gr, 2010).  A 

company that put in organic production and import is the Greek TerraNostrum. As the CEO 

of the company Mr Spyropoulos mentions the purchase of organic products is not a trend, 

but a need of a market segment with different and distinct concerns and priorities that seek 

and care about their nutrition habits. Thence, bio products target to a specific segment, 

willing to pay a premium for a better nutrition quality and value.  

http://health.in.gr,/
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 Organic food is a demanding but not declining market, there is a great 

potential for growth aggravated by food scandals, which constitute workaday phenomena. 

The basic aims of biological agriculture, as these are described by International Federation of 

Organic Agriculture Movements (IFOAM) are focused on: 

 The production of agricultural products of a high nutrition value. 

 The respect of natural ecosystem and the preservation of their genetic 

variety. 

  The assist of biologic circle of the ecosystem with respect to the 

microorganisms of the soil, to the flora and fauna, the cultivation and breeding animals.  

 The amelioration of the fertility of the soil in the long run and the 

implementation of sustainable strategies to preserve the organic substance and nutrition 

value. 

 The rationalized usage of natural resources. 

 The safeguarding of the appropriate conditions of animal breeding with 

respect to their life habits. 

 The avoidance of pollution, by selecting mild and environmental 

friendly agricultural techniques. 

 The estimation of the effect of the interaction of cultivation techniques 

with the ecological and social environment.  

 DIO is the Inspection & Certification Organization of Organic Products in 

Greece. The CEO of DIO Mr Spyros Sgouros holds that there is stagnancy in organic cultivation 

and estimates that from 2010 and so, a decrease of the producers that deal with organic 

cultivation will be noted (ToVima, 2010). This will happen because of the fact that since 

2006 there has been no subsidiary program or any other support to back biologic production, 

so many producers will chose to skip organic cultivation, while there will be no interest from 

new producers to deal with organic cultivation.  

 There is a need for organic producers to be subsumed in special beneficial 

programs and subsidiaries, so as to boost the competitiveness with regards to organic 

products that are produced abroad. The Organic control and Authentication system in Greece 

is currently cumbersome and not as strict as it should be. Surprisingly though, only a 

percentage of 2% to 3% of those participating in organic cultivation programs violate the 

regulations and these violations happen mostly due to the ignorance and the lack of 

specialized agriculturists. A thorough advising and training program is needed, since 

producers are called to implement bio cultivations without knowing what this is and how it is 
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executed. It is also crucial to incorporate bio cultivation courses in the universities, so that 

future agriculturists and primatologists are fully aware of this field of action and are ready to 

provide all the necessary assistance to the farmers, producers and manufacturers. Similarly, 

the bio products should enter high schools‟ and hospitals‟ menus, because quality-wise they 

are superior to conventional products but also, more importantly, in order for the idea to 

spread and the market to widen. These policies will help food retailers that deal with organic 

products in general, and AB Bio in particular in the long run, since the people will generally 

become aware of such products and the segment will rise up significantly. 

   

  5.2.2. Economic Environment in Greece 

  The financial stringency and the reducing purchasing power of the Greek 

households, in combination with the unbounded expensiveness in the Greek Market in 

general, as aforementioned, compose an extremely suffocative environment for the 

consumer, who strives to find ways of reducing costs and saving money. Under these 

circumstances, it is logical to relate the consumers‟ shift to cheaper PL products, which carry 

the brand of the super market that dispose them. This trend is imprinted on the data of the 

National Statistical Service of Greece (2009), which prove that even if the first semester of 

2008 the consumption of super market goods was reduced by 3,4%, however the PL sales 

were augmented. Moreover, according to AC Nielsen (2010) 58% of the Europeans declared 

that amid the economic crisis they buy more retail brands, a fact which is portrayed in 

Figure 5.4. Specifically, Greece is the fourth country in a global level hierarchy where the 

70% of the sample hold that they will buy PL‟s during the economic crisis. 

Figure 5.4.: Intension to buy Private Labe Brands. Source: AC Nielsen, 2010. 
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  Besides, it is found by Euromonitor International (2009) that even when the 

income is reduced to 25% the consumer changes. According to a RetailWire instant poll, the 

PL market share will exceed 24% in 2016 (PLBuyer, 2008). Based on AC Nielsen‟s research 

in 2010, the top ten PL categories with regards to sales in big European countries are showed 

in Figure 5.5. It is easily concluded that dairy products and olive oil are placed among the 

first categories in all big European Markets. Similarly, various other PL categories that are 

incorporated in AB Bio line such as cheeses, ice cream, roasted coffee, fruit and vegetable 

juice, eggs, bread and biscuits are listed in the top ten of many European PL markets. As a 

result, one can easily hypothesize that there is a great potential for AB Bio line to increase 

sales respectively.   

 

 Figure 5.5.: Top ten store brand categories regarding sales in big European Retail 

Markets. Source:  AC Nielsen, 2010. 

 

 5.2.3. Socio-Cultural Analysis 

  Greece has one of the highest rates of self-employment across Europe 

(Bennison and Boutsouki, 1995), although restraints were increased by the absence of a well-

developed financing system with a vision to improve entrepreneurship. Notwithstanding 

these obstacles, there is a strong desire by businessmen to start their own firm and to retain 

control of it within their family. Another critical social factor is the growing number of 

women in salaried employment and the alteration of the family model, which approached the 

one of other European countries, incurring an increase in one member households and a 
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decrease in the number of children and married couples. The two thirds of Greek population 

are concentrated in rural areas and especially in Athens and Thessaloniki. The remainder is 

dispersed in the mainland, whereas islands and mountainous areas are sparsely populated. 

However, even in such areas small retail shops have been developed. 

  A survey on PL products that was conducted by professor Baltas in 2008  and 

released on 2009 reveals that private brands are bought by heterogeneous layers of the 

population, contrary to what happened some years back. It is worth mentioning that, 

according to the above survey, the percentage of consumers who do not buy PL‟s at all come 

up to nearly 20%. The extension of the premium PL lines, together with the Greek crisis 

brought PL‟s close to high income customers who seek alternative choices and put on the 

map PL‟s as a “clever” and “value for money” purchase. As depicted in Figure 5.6., Greek 

consumers are prone to buy PL‟s in several departments and categories in which AB Bio line 

is already present, such as bakery products, frozen food, milk and dairy products. Moreover, 

the trend for these certain categories seems to upgrade in 2010 with regards to 2009. It is 

notable that the greatest hike of the percentage of Greek consumers with the intention to buy 

PL‟s in 2010 compared to 2009 is related to the bakery products and packaged food. The 

above facts constitute a strong potential of success to the AB Bio products. 

  On the other hand, more than a half of the Greek consumers prefer buying bio 

products as stemmed from an annual research with the topic “Green Marketing: 

Environmental Dimensions of Marketing as part of a Corporate Social Responsibility», 

implemented by the Marketing Department of Athens University of Economics and Business 

(A.LA.R.M.), in collaboration with the Centre for Sustainability and Excellence (CSE). This 

research took place all over the country to a sample of 700 persons. Among the results, it is 

highlighted that 57,2% of the Greek consumers are pro bio, while 52,3% changed its 

preferred brand, selecting an environmental friendly product. 

(http://news.pathfinder.gr/ecology/682900.html, 2011) 

  The existence of bio products bazaars is also important, which is a very 

successful strategy in Greece. The Greek customers can easily find fresh organic products in 

a fair price. However, the bio products market is still in an immature state and there is a great 

potential for growth in the primary level but also in the manufacturing, since only a rate of 

30% of the organics that are consumed in Greece are produced in the country‟s soil. The 

remaining 70% is imported, since the secondary level is not so developed in Greece. 

http://news.pathfinder.gr/ecology/682900.html
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  Figure 5.6.: General overview of the major private labels sold in the Greek 

retail market. Source: Baltas, George, (2009). 

 

  Consistent to Baltas findings (2009), our research shows that there is a 

melioration of the overall Greek consumer attitude towards PL‟s in 2010 comparing to 2009, 

mainly due to the existence of better deals, better reputation and promotion and improved 

quality. AB Bio line keeps pace with these trends, with a small deviation with regards to 

promotion, which is not considered among its traits. Truly, in our question “which of the 

following brands do you recognize as far as brands sold solely in AB Vassilopoulos stores?” 

only 18% of the sample of Alfa Beta shoppers unassisted recognized AB Bio line among AB 

PL‟s. As a whole, the knowledge rate of AB Bio, according to our findings, reaches 63%, as 

depicted in Figure 5.9. Thus, a deficit in AB Bio line promotion is evident. 

  Besides, Baltas (2009) reveals an accession of PL products inside the Greek 

shopper‟s basket, paired with the accession of the satisfied PL consumers and the 

simultaneous abatement of the rate of the disappointed PL buyers in the Greek Retail 

Market. Synoptically, one may hold that a hefty consolidation of the private labels is taking 

place in the Greek consumers‟ choices, while certain evaluation indexes of such products 

appear with grave amendment. It is also highlighted that the demographic influences are 

relatively weak, as anticipated by the literature (Sethuraman and Cole, 1999; Collins-Dodd 

and Lindley, 2003; Liu, 2008) indicating that these products are presently bought by 

heterogeneous layers of the Greek society. Conclusively, our research in line with Baltas‟ 

work (2009) corroborates the estimations of several experts of the Greek Retail Market that 
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the Greek Market follows the international trend of PL growth. This age-long trend of store 

brands‟ consolidation is further reinforced by the economic crisis in Greece and the general 

alteration to the Greek consumer behaviour that the economic downturn brings in return. In 

addition, this trend reflects all the ameliorations and extensions of the PL products by the 

Greek retailers. 

 

  5.2.4. Technological Analysis 

  Efforts should be accelerated in the development and introduction of a batch 

of core agricultural technologies to enhance the overall agricultural technological strength, 

especially in the field of organic farming and animal breeding, where the production is by 

default lower than the respective conventional methods. Technology constitutes an integral 

part of organic farming and animal breeding and it was the reason that triggered the first 

Green Revolution. The first Green Revolution experience does not imply that plant breeding 

should necessarily lead the way for a second Green Revolution based on organic agriculture. 

Technological innovation in these fields require long, sustained plant breeding efforts that 

lead to varietal breakthroughs and agricultural development professionals to take lead in 

attempting to encourage adoption of the new varieties. All the key ingredients such as seeds, 

fertilizer, irrigation water, and information have to be in place to encourage rapid and high 

rates of adoption of the organic technology packages. Research and education on organic 

technologies should continue to have a heavy systems orientation and should focus on 

technology packages. An "appropriate technology" approach would focus on technologies 

and systems for crops and livestock that are ecologically "appropriate" for the climate and 

resources of each region.  

  Research and innovation are important in addressing resource efficiency and 

climate change mitigation. Innovation means new technologies, processes and business 

models. Eco innovation gives us all this plus environmental benefits. The organic sector has 

generated a wide range of innovations including production practices for crops and livestock, 

processing technologies, quality management, farm diversification and new ways of linking 

producers with consumers. Many of these are useful beyond the organic sector. Because of 

the restrictions imposed by standards, organic farms and food businesses have become 

creative living laboratories for smart and green innovations. 

  Technological Innovations are generated mainly through lab-based science 

and technology, and then transferred to users such as farmers, advisory services and policy 

makers. They are actively supported by the Knowledge-Based Bio-Economy area in the 

EC‟s 7th Framework Programme, and by Technology Platforms. Modern farm technologies 
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(especially information and communication technologies like robots, cameras, differential 

GPS and sensors) can be highly relevant to organic farming systems if employed 

appropriately. Technological innovations have benefitted the organic sector by enhancing 

products, production processes, inputs and farm machinery, contributing not only to agri-

cultural production but to food processing and retail too (http://www.tporganics.eu,2010). In 

addition, know-how innovations involve the development and prototyping of management 

practices. In contrast to knowledge relating directly to a new technology and its use, Know-

how Innovations generate knowledge around methods and practices. This category 

recognises that know-how is important to the farmer‟s ability to respond effectively to new 

challenges. Know-how innovations are particularly important in relation to resource use 

efficiency, flexibility, adaptability and problem prevention in food and farming systems and 

improving public goods or public service delivery (Karafillis and Papanagiotou, 2009). 

Finally, Organisational and Social Innovations are grouped together because of the 

considerable overlap between them. Organisational Innovations are changes in management 

approach, which in the organic sector could involve anything from ploughing to promotional 

campaigns. Social Innovations are to do with behaviours of groups in wider society and the 

relationships between companies and the public. Social innovations tap into the ingenuity of 

charities, associations and social entrepreneurs who find new ways of meeting social needs 

overlooked by the market or the public sector. Both of these types of innovation affect 

collaboration within and between various levels in the food chain as well as the relationship 

between the food chain, wider society and the consumer. (http://www.tporganics.eu, 2010). 

 

5.3. SWOT Analysis for AB Bio Products 

Organic products are those that originate from a biological farming or animal feeding 

and in specific by procedures which follow the natural course of production without 

interference with the use of pesticides or other chemical substances. AB Bio line is a rapidly 

growing line which incorporates the following departments: bakery products such as biscuits, 

dairy products-eggs-fresh juices, frozen food (ice-cream and frozen sweets), fresh meat, 

fresh fruits and vegetables biologically cultivated, cheeses (they form a discrete department, 

other than dairy products, due to the great variety of local and imported cheeses), cellar (with 

a variety of local wines) and general store (with various product categories like legume, rice, 

olives and olive oil). AB Bio is continuously expanding with new products and categories 

added. 

 

 

http://www.tporganics.eu/
http://www.tporganics.eu/
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  5.3.1. Internal factors’ analysis  

The purpose of the analysis of internal strengths and weaknesses is to evaluate 

how Alfa Beta carries out its internal work, such as management, work efficiency, research 

and development, etc. Strength assessment identifies what the department tends to do well 

and can include a skilled, professional staff or a modern, well-equipped facility. Strength is a 

“resource advantage relative to competitors and the needs of the markets a firm serves or 

expects to serve”. It is a distinctive competence when it gives the firm a comparative 

advantage in the marketplace. Strengths arise from the resources and competencies available 

to the firm. It is impossible to gauge what an organization‟s real strengths are, until one has 

assessed its strategic resources that constitute a genuine difference to an organization‟s 

competitiveness. Based on our primary and secondary research in Alfa Beta, “AB Bio” 

strengths are divided in two categories. The first one comprises of the strengths that are 

directly associated with a PL biological brand, while the second contains the indirect 

strengths stemmed from the Alfa Beta‟s general competences as a firm. The results of our 

exit-interviews with regards to the reasons according to which a Greek consumer buys PL 

products or not, are portrayed in Figure 5.7. They may be utilized to provide some basic but 

reliable estimation regarding PL strengths and weaknesses.  

 

   Figure 5.7. Reasons to buy or not private label products in the Greek 

Retail Market. Source: Primary and secondary research in Greek retail chain AB 

Vassilopoulos. 
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   5.3.1.1. Strengths 

 Pioneer as a bio private label. 

 Brand name.  

 “Green” image. 

 Variety and plenitude. 

 Quality and Safety. 

 Originality and Authenticity. 

 Emphasis and focus on Greek (fresh products). 

 Fair price proposition comparing to known bio brands. 

 Consistent to AB Vassilopoulos‟ gourmet style and reliability. 

 Better taste. 

 Better nutritional value. 

 Cleanness of the food. 

 Nice packaging.  

  “Cool” products. 

As aforementioned, AB Bio encompasses the Alfa Beta general 

strengths as well, which are summarized below: 

 High quality perception. 

 High Service performance. 

 Guarantee of Delhaize Group. 

 Internet site and phone orders. 

 Store neatness, organization and modernization 

 Availability of parking. 

 Additional services (e.g. playroom, shop in a shop, recycling 

spots). 

 Favours sustainable strategies. 

 Provide a sense of intimacy and care. 

 Consumer centric approach. 

 Confidence, guarantee and safety  sense of austere choice in 

terms of quality. 

 Assortment in gourmet and special products  Focus on 

luxury. 
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 Greek traits, flavour, traditional aspect, authenticity and 

nutritional value. 

   AB Bio is regarded a pioneer as an organic store brand in the Greek 

Food Retail Market. Being a prime mover as examined in literature offers a good chance for 

market differentiation, control of resources many a time rewarded with huge profit margins 

and a monopoly-like status (Robinson and Fornell, 1985; Sethuraman and Cole, 1999). The 

line takes advantage of the Alfa Beta’s Brand name, which is synonym to the high quality 

and ample variety and plenitude in the Greek consumers‟ perception (Euromonitor 

International, 2009) and the corresponding guarantee of Quality and Safety of the products 

that stem from the international brand name of Delhaize Group. ΑΒ presence on the logo 

supports the reliability of the specialization, since the perceived image for the supermarket 

supports the credibility of the product promise.  

   The Greek Government has favoured Green strategies and AB Bio 

products are in line with this “Green” image, anticipating the possibility to relish favourable 

regulations, resolutions or laws. Besides, organic products are incorporated in the new 

“Codex Alimentarius,” a collection of internationally recognized standards, codes of 

practice, guidelines and other recommendations relating to foods, food production and food 

safety, created by the Food and Agriculture Organization (FAO) and the World Health 

Organization (WHO) of the United Nations. Contrary to initial studies, contemporary ones 

support the consumer belief and claims by the organic industry that their food is safer, more 

nutritious and better for the consumer than non-organic food (Stergiadis et al., 2010), 

backing the AB Bio line‟s Better Nutritional Value. The most apparent benefit of organic 

production that can be communicated to consumers is preservation of our environment. With 

less pesticides used in organic production, organic produce has clearly been shown to contain 

lower pesticide residue. Other food quality studies have shown organic foods with lower 

nitrates, higher soluble solids, higher antioxidants, and higher phenolic compounds. 

Furthermore, various examinations and polls have proved that, at least for some fruits and 

vegetables, there is an improvement in taste as a result of organic farming techniques. 

Consumers opt to buy organic food because it tastes better, so claims a recent survey from 

the UK's organic body the Soil Association, which is a proof why AB Bio are generally 

products of better taste and consistent to Alfa Beta‟s gourmet style and reliability plus the 

extended assortment of goods.  

   AB Bio operates as a consistent and organized product line, directly 

denoting the role and value of products included. It is a proposition recognizable by the first 

glimpse. The “AB bio” product line presence in AB Vassilopoulos stores uplifts the 
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reliability, guaranteed proposition and the ability of AB Vassilopoulos to offer products that 

cover every need and desire. AB Bio products are offered in a “nice packaging” and are 

regarded as “cool products” as they try to bridge the gap of organic products from a niche to 

a mainstream market. 

The above traits of organic products are offered by AB Vassilopoulos 

at a Lower price comparing to known bio brands through a bio PL brand. Contrary to 

unknown organic products, which need a fierce advertising to convince the Greek customers, 

AB Bio trade on the recognised, safe, confident and guaranteed AB Vassilopoulos brand 

name. Consistent to Alfa Beta‟s image, AB Bio counts on originality and authenticity, 

gives emphasis and focus on Greek (fresh products) as well as the cleanness of the food. 

These attributes are considered highly respected by the buyers of organic segment of the 

Greek food retail Market. As an organic product, AB Bio relishes significant Alfa Beta‟s 

traits that uplift its image and are placed among its integral strengths. Through the years AB 

Vassilopoulos has built on its image of intimacy and care for its customers by adopting a 

Consumer Centric approach. Thus, AB Bio products are delivered to the customers with a 

Competent Service in neat, organised and modern supermarkets, ready to host large 

numbers of customers with many parking spots. Additional services such as playrooms, 

shop in a shop (i.e. floristry), recycling spots and bank ATMs help consumers, especially in 

the large cities of Greece, to ease the customers‟ activities in relation to purchases and to 

offer win-win activities. At the same pace, Alfa Beta has been one of the prime movers in the 

Greek Food retail market to introduce an ameliorated Internet Site where phone orders are 

possible.  

In spite of this, our research has shown that supermarket visit is 

regarded as a self-evident procedure for every Greek household. This is so because the goods 

offered are the ones that satisfy basic consumer needs. In parallel to this, shopping in 

supermarket is also considered a pleasant procedure. The basic reasons that the Greeks prefer 

to physically visit supermarkets are shown in Figure 5.8. AB Vassilopoulos also favours 

sustainable strategies, which is in line with AB Bio‟s green image and environmental 

concern. 
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   Figure 5.8. Reasons why Greek Consumers physically visit 

supermarkets. Source: Primary and secondary research in Greek retail chain AB 

Vassilopoulos. 

   5.3.1.2. Weaknesses 

   AB Bio weaknesses are regarded to be the following: 

 Less recognisability with regards to other AB private labels. 

 Customers‟ confusion due to the on-going extension of the 

product categories in the line. 

 Doubts with regards to quality (how come it is of quality and at 

the same time so cheap?) and the origin. 

 Lack of confidence due to low advertising. 

 The products directly compete with known brands rather than 

other PL‟s. 

 The dynamic for development of the category depends on the 

dynamic of the biological products category and not on AB Vassilopoulos as such.  

 More expensive than the respective non bio products of known 

brands. 

 Niche market.  

 Customers‟ need for a maximum gain from the use of the 

products. 

   In the exit interviews that we implemented in AB Vassilopoulos 

supermarkets, we posed the question: “Which of the following brands do you recognize as 

far as brands sold solely in AB Vassilopoulos stores, AB, AB Choice, AB Bio, 365, Care or 

AB Close to Greek nature?” AB Bio was promptly recognised only by the 18% of the sample 

and only after triggering the buyers that are aware of the PL line rose to 63% of the sample 

of 809, rendering AB Bio one of the less renowned AB own brands, far beyond AB and 

365 that are the most recognisable ones. The above results are portrayed in Figure 5.6.  
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   Figure 5.9. AB Vassilopoulos PL brands‟ Knowledge. Source: 

Primary and secondary research in Greek retail chain AB Vassilopoulos. 

    

   AB bio does not seem to be subsumed in PL environment. The 

competition is confronted in specialized channels that sell biological products and AB bio‟s 

product offerings are placed below those products as far as price concern. The consumers 

perceive that the brand is rather referred to a ΑΒ Vassilopoulos section or category than to a 

PL brand. However, it seems that customers are familiar with the fact that AB offers 

biological products. In addition to the customers‟ unfamiliarity to the brand, the on-going 

extension of the product categories in AB Bio line brings about a further confusion in 

Alfa Beta’s customers.  

   On the other hand, it is revealed that the most important factors for the 

selection of a specific brand within the PL category, constitute the confidence and quality, 

factors in which AB Vassilopoulos supermarkets are strong. The basic consumer demands in 

relation to AB Vassilopoulos PL brands are for the products to be guaranteed, selected and to 

be characterized as value for money choices. Indeed, in our question: “If you don‟t purchase 

private labels please mention the reasons” 38% of the sample mentioned that they don‟t trust 

them (Figure 5.1.) In the case of AB Bio the Lack of confidence is combined with doubts 

with regards to quality, since consumers will directly correlate and compare the line‟s 
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products with biological known brands. As a matter of fact, a high grade of restraint to the 

Alfa Beta‟s customers who select biological products has been observed during our research. 

In addition, the lack of advertising, as a traditional method of PL brands to squeeze the costs, 

may deteriorate the sense of trust of the customers to the products.  

   As a pioneer organic PL, AB Bio directly competes with known 

brands rather than other PL’s. This fact constitutes a drawback for AB Bio, which has to 

face bio brands with greater advertising and brand awareness. Seeing from our sample 

viewpoint, AB Bio is not generally considered as a PL brand, as it is shown at the first 

impulsive answers of the AB buyers in Figure 5.9. Consequently, the dynamic for 

development of the category depends on the dynamic of the biological products 

category and not on AB Vassilopoulos as such. 

   In the case that the AB Bio products target other PL‟s consumers to 

find potential buyers, their higher price in relation to the respective non bio products is 

considered an inhibitory factor. Not to mention that their price is found many a time higher 

than the one of non-organic known brands. Given the financial crisis in Greece, one could 

estimate that it would be unlikely that the Greek consumers pay the price premium in order 

to prefer AB Bio products to a safer and cheaper store or known brand. Bio products 

constitute a Niche market, in which the customers are very well informed and demand a 

maximum gain from the use of these products. According to the literature, those who 

purchase organics range from the health-conscious teenagers, to concerned mothers, to aging 

baby boomers (Hartman and Wright, 1999). Organic consumers are educated, found in any 

age group and likely at both the high and the low-income range (Lohr, 2001). They are no 

longer merely the stereotyped sixty's flower child. Not only are organic consumers becoming 

mainstream but so also are the channels for purchasing organic products, clearly seen in 

trends within the EU countries (Hartman group study reports, 2000).  

 

  5.3.2. External factors analysis 

  The purpose of the analysis of external opportunities and threats is to evaluate 

whether Alfa Beta can seize opportunities and avoid threats when facing an uncontrollable 

external environment, such as fluctuating prices, political destabilization, social transition, 

change in the rule of law, etc. 

 

   5.3.2.1. Opportunities 

   A fundamental step of the analysis is to determine how organizations 

can continue to grow within the marketplace. After all, opportunities are everywhere, such as 
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the changes in technology, the government policy, the social patterns and so on. Key trends 

are one source of opportunities. Identification of a previously overlooked market segment, 

changes in competitive or regulatory circumstances, technological changes and improved 

buyer or supplier relationships could represent opportunities for the firm. The art of finding, 

developing and profiting from opportunities is the outmost purpose of the environmental 

scanning. According to Kotler and Keller (2006), marketing opportunity is an area of buyer 

need and interest in which there is a high probability that a company can profitably satisfy 

that need. There are three main sources of market opportunities. The first is to supply 

something that is in short supply, which requires less talent as the need is obvious. The 

second is to supply an existing product or service in a new or superior way. This can be 

achieved by asking consumers for their suggestions (problem detection method), asking them 

to imagine an ideal version of the product or service (ideal method) and by asking them to 

describe their steps in acquiring, using and disposing of a product (consumption chain 

method). The third source of market opportunity leads to a totally new product or service. 

To evaluate opportunities and determine the attractiveness and probability of success the 

Market Opportunity Analysis (MOA) can be utilized. AB Bio needs to assess the below 

presented opportunities: 

 Introduce promotion methods to familiarize the customers 

to this specific PL brand. As aforementioned and depicted in Figure 5.9., our research 

proves that there is a low knowledge and association of AB Bio to the consumers. 

Promotional methods such as in-store tests may boost the customers‟ awareness of the PL 

brand. 

 Keep low-price orientation in relation to competition. It is 

highly challenging to alter customers‟ perception that "Organic 

is expensive and elitist." It requires high managerial skills and mastery to bridge the high 

network costs of organic food (limited and expensive pesticide usage, high production costs, 

crop rotation, certification costs etc.). In the short term, as demand grows, prices climb along 

with it; this small supply and growing demand is what now brings high end prices in 

organics. But in the long term, if the market continues to expand, consumption of organics 

should reach a higher plane where the cost per unit of processing, marketing, and distributing 

products is much lower. In other words, organic producers will build economies of scale. 

That price break, in turn, could bring many more consumers into the market. Relishing a 

mature private label supply network by then, such as AB Bio line, would be an added value 

to the Food Retail market. 
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 Further reduce costs. Alfa Beta follows a cost reduction 

policy in its own brands that relies on reduced network and marketing costs. It is feasible to 

further improve in these fields since, in view of the Greek economic crisis, there is an overall 

trend to squeeze profit margins throughout the supply chain. The cost effectiveness is crucial 

for AB Bio in order to be able to keep low prices at the end products that offer to consumers. 

 Still potential to capture market share. This is due 

especially by targeting customers who are unaware of the values of organic products. AB 

Bio‟s market share could more than double. The current practices and philosophies 

embodied in organic production (i.e., protection of the environment and support for family 

farms) will most likely provide incentive enough to continue organic purchases. As 

aforementioned many product categories incorporated in AB Bio line such as dairy products, 

olive oil, cheeses, ice cream, roasted coffee, fruit and vegetable juice, eggs, bread and 

biscuits are listed in the top ten of many European PL markets. As a result, one can easily 

anticipate that there is a great potential for AB Bio line to increase its market share 

accordingly. 

 Economic slowdown actually helps AB Bio. The declined 

portfolios will lead all the more customers to be price sensitive and thus evaluate the 

company‟s offers at priority. It is estimated that customers that seek nutritional quality will 

not revert to conventional food and continue to pay the premium of organics, seeking better 

price solutions within the organic segment such as organic private labels. 

 Introduce new products. AB Bio could expand its product 

offering to target niche markets in Greek Food Retail Market. In our question: “Would you 

consider buying private labels from the following categories? (Please select from each 

category among interested, neutral and not interested) bio products ranked in the middle with 

19% of the sample interested and 68% neutral, while ecological products found 12% 

interested and 78% neutral as portrayed in Figure 5.10. Our findings show that there is a 

strong potential for the Alfa Beta customers to purchase bio PL‟s. Moreover, the introduction 

of new organic products to cover more categories would have a good level of acceptance. 

 Satisfy new customer needs. Because of its geographic 

position, Greece has attracted a vast number of immigrants from various places of Asia, 

Middle East and Africa through the last years. It is estimated that they reach a number of 1 

million people out of a Greek population of approximately 11 million. This emerging 

segment is characterized by distinct cultural traits and is in need of new products, especially 

as far as nutrition habits concern. Taken under consideration that the majority of these people 

are Muslims, it would be a good opportunity for AB Bio to introduce “Halal Meat,” a term 
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that is used to designate food seen as permissible according to Islamic law. At the same time, 

this meat will relish the quality of organics, so as a result it will be one of the best offers to 

satisfy the needs of an unattended segment of the Greek Food retail market.  

 Tapping the segment that has not tasted organic products. 

As mentioned before, the purchase of organic products is not a trend, but a need of a market 

segment with different and distinct concerns and priorities that seek and care about their 

nutrition habits. The possible premium for a better nutrition quality and value from AB Bio 

should also associate with organic products green attributes in general such as the respect of 

natural ecosystem and the preservation of the genetic variety, the assist of biologic circle of 

the ecosystem with respect to the microorganisms of the soil, to the flora and fauna, the 

cultivation and breeding animals, the amelioration of the fertility of the soil in the long run 

and the implementation of sustainable strategies to preserve the organic substance and 

nutrition value, the rationalized usage of natural resources, the safeguarding of the 

appropriate conditions of animal breeding with respect to their life habits as well as the 

avoidance of pollution, by selecting mild and environmental friendly agricultural techniques. 

These vast benefits of the organic products‟ production and selling should be highlighted by 

Alfa Beta in order to amplify the organic segment and boost sales of AB Bio PL brand. 

Hence it is of AB Vassilopoulos interest to boost the organic products‟ education and 

projection through advertising, training programs and social activities. 
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  Figure 5.10.: Interest and Hierarchy of the AB Vassilopoulos Private Labels 

for consumers. Source: Primary research in AB Vassilopoulos stores. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  Figure 5.11.: Synopsis of relative brand indices. Source: Primary research in 

AB Vassilopoulos stores. 
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   5.3.2.2. Threats 

   An environmental threat is a challenge posed by an unfavourable trend 

or development that would lead, in the absence of defensive marketing action, to lower sales 

or profit. Threats are classified in terms of seriousness and probability to occur. They are 

external factors that are out of the firm‟s control. It is vital to be prepared and face threats 

even during turbulent times. A threat is a major unfavourable situation in a firm‟s 

environment. They are key impediments to the firm‟s current or desired position. The 

entrance of new competitors, slow market growth, increased bargaining power of key buyers 

or suppliers, technological changes and new or revised regulations could represent threats to 

a firm‟s success. AB Vassilopoulos should take into consideration the following threats: 

 New entrants. Although the entry of new entrepreneurs will 

help the whole awareness and perception of consumers to organic products, it may be 

negative to the AB line, as the competitiveness is high likely to affect the sales. A close 

monitor to the Food Retail Market is crucial so as to evaluate the competition approaches 

with regards to organic PL‟s. 

 Organic products bazaars. The existence of bio products 

bazaars is also important, since they constitute a very successful strategy in Greece. It is a 

way to find good quality organic products in fair prices and it might be a good alternative to 

AB Bio products. The packaging and service are their drawbacks, which simultaneously 

comprise strong points of AB Bio line. Thus, packaging and service should be the traits to 

highlight in any advertising or promotional effort of AB Bio.  

 Stricter domestic regulations for organic products. Despite 

Greece ratification of the European Council Regulation (EC) No 834/2007, it is not 

farfetched that in view of the economic crisis the Greek Government might pose some extra 

measures with regards to organic production, such as increased taxes, further VAT increases, 

etc. which would render rather hard row to hoe to sustain competitive prices and down-to-

earth costs. 

 Absence of subsidies for organic production. As there seems 

no great likelihood to overcome the recession in Greece shortly and in view of on-going 

pressing and strict measures by IMF and EU, it is highly unlikely that there will be any kind 

of subsidies or financial support to organic farming or animal breeding. Taking for granted 

that bio products are hard and expensive to produce, the organic producers will face strong 

stress in order to sustain their activities. Alfa Beta should monitor carefully the availability 
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of bio producers and manufacturers, controlling food quality and examine alternatives in 

local or imported goods. 

 Further reduce of the Greek households’ purchasing power 

that will lead to unwillingness to pay the premium for AB Bio products rather than 

other PL’s. Greek customers might turn to “chase the cheap” attitude as the salary cuts 

continue and the rate of unemployment uplifts. This probability will abstract the customers 

from AB Bio products and lead them to other PL‟s. In spite of this, it is estimated that the 

segment that evaluate nutrition value above cost will still support AB Bio line, since they 

consider organics as money‟s worth, as shown in the brand indices. 

 Low organic production that will uplift the production 

costs. Due to the aforementioned pressure of costs on organic producers, it is likely that 

some will skip organic producing. The lower offer of organics would aggravate the costs and 

end prices. This is the reason why Alfa Beta should seek alternatives in local and foreign 

markets.  

 Currency fluctuations. The currency fluctuations will affect 

AB Bio line costs only in the case of imports. In such case a turn to local producers and 

manufacturers might alleviate the loss. 

 Fuel costs increase. One of the commodities that have been 

overcharged in Greece since the beginning of the crisis at the end of 2009 is the oil. The 

heavy tax on the oil prices have lanced the transportation costs as well as augmented 

indirectly all production costs. With a current price as high as 1.8€/litre of unleaded gasoline 

few analysts expect that fuel prices could reach a higher level than the current one. At the 

worst case scenario, it is anticipated that the fuel prices reach 2€/litre but they are prone to 

decline as long as the first signs of economic growth emerge. After all, it is the national taxes 

that keep oil prices higher in Greece, than those of the other European countries. 

 Competitors offering higher service for the same fair price. 

A thorough market research is vital in order to spot in time such an eventuality. As stemmed 

from our survey, there is no current organic PL delivered by the competition, but it could be 

an option especially for Carrefour group or Sklavenitis to enter the organic PL race. In such 

case, it is estimated that the quality, service and packaging differentiation of AB Bio would 

be of high value to the demanding organic buyers. In any case, since the competitive 

supermarkets are left behind as far as organic PL‟s concern, the longer they stay outside the 

organic PL field, the higher the establishment of AB Bio in organic food perception.  
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 Reputation Loss in event of an accident. Alfa Beta‟s overall 

image of quality and best service, together with the given quality of organic food leave no 

margins for incidents that might affect the reputation of the brand. AB Bio line premise extra 

control throughout the supply chain to guarantee full compliance with the line‟s standards. 

 

5.4. Analysis of Marketing Mix towards PL organic products 

Marketing mix comprises of four elements as we have stated in the theoretical part of 

this study. These are: 

 Product. 

 Place. 

 Promotion. 

 Price.  

 

 

Figure 5.12. The four elements of Marketing Mix. Source: 

http://www.netmba.com/marketing/mix/ 

  

The overall marketing mix is the business marketing strategy that marketers can control 

in their goal to reach business goals. In the case of organic private labels marketers ought to 

cast an eye on all four elements. Therefore we should take a closer insight in how the four 

P‟s are developed. Private labels do show an anomalous behaviour due to the fact that they 

form the only brand that control not only its own marketing mix decisions (Hoch et al., 2002) 

http://www.netmba.com/marketing/mix/
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but also exert a substantial measure of control over many of the marketing mix decisions 

made by competitors. According to Bass and Pilon (1980; cited Hoch et al., 2002), changes 

in marketing mix decisions cause short term perturbations in performance, but they diminish 

in the long run as market shares generally attain a long run equilibrium. In relevant literature 

(Hoch and Banerji, 1993; Hoch et al., 2002) it is accepted that private labels gain market 

share by all competitors, though smaller brands lose more than their fair share.  

In general, retailers‟ decisions such as promotional activities, price policies etc. may 

affect households‟ brand choices for consumer goods as well as supply of goods. The 

marketing mix summarizes retailers‟ decisions regarding any product sold in its premises. 

Thus it is necessary for the purposes of our research to cast an eye on the marketing mix 

decisions that AB takes for its organic private labels.  

 

5.4.1. Product  

Retailers do focus on the pre launching of private labels from the marketing mix 

perspective, as there are issues that can be adjusted regarding the product itself after offering 

it to the market. Regardless of the product, a number of activities are needed from the 

retailer‟s standpoint prior to launching it in the market. Among others, the retailer has to 

make an investment on packaging, inventory, everyday shelf space, promotional display 

space and feature advertising (Hoch and Banerji, 1993). Additionally, for organic products 

the retailer should comply with legislation relevant to organic farming.  

In the case of AB organic products, there are some elements like packaging that are 

common to all private labels. To be more specific, packaging reflects the environmentally 

friendly character that consumers‟ have in mind. Besides, the brand name is distinct so as to 

avoid confusion.  

 

 

  Figure 5.13. AB Bio logo. Source: 

http://www.ab.gr/2_products/pl_main.htm,  

 

  However as far as packaging is concerned, at least for the first year after 

launching of an AB bio product, an evaluation of the image, adoption rate and general 

perception that consumers have for each product is being done. Evaluation is being held both 

http://www.ab.gr/2_products/pl_main.htm
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internally, by examining sales or other KPI‟s and externally by researching consumers as far 

as specific product characteristics. In case of negative feedback there is usually an alteration 

of packaging or of those elements that were proved to deteriorate consumers from purchase 

the specific product. Finally, if the negative situation remains and sales are low or even 

decrease further, the marketing manager usually decides to either develop a new product or 

withdraw from the category. 

  Regarding legislation, all AB bio products comply with the Greek and 

European legislation about organic production. In particular all AB bio products comply with 

the existing national regulation (e.g. Council regulations number 1235/2008, 889/2008 and 

834/2007) that describe the baseline of organic farming and production. Due to those 

regulations and other similar EU‟s decisions all organic products and as a consequence also 

AB‟s organic products should bear the following indications in their label (Agrocert, 2011): 

 Organic agricultural product or 

 Agricultural product in transition or 

 % of agricultural ingredients that are organic and 

 The approval code number of the inspection and certification body and 

 The national identification mark of certified organic agricultural 

products. 

  Generally, private labels face two obstacles upon entering a category: the first 

barrier is competitive variety whereas the second is advertising. Variety acts as a barrier to 

entry because market share is carved up in many pieces so it is difficult for a new product to 

gain significant market share. Advertising, on the other hand, is more complicated for 

retailers than for manufacturers; firstly, due to the fact that the former encompass more than 

three hundred grocery categories to handle (Hoch and Banerji, 1993) and secondly as they 

spend the majority of their advertising budget on features such as price and place than on 

their brand in terms of specific products.  

  In AB‟s organic private labels case, competitive variety differs from zero 

competition in categories such as bakery goods to intense competition in categories like meat 

or fruits and vegetables. Our empirical research has shown that competition is less in organic 

goods compared to that of other categories. Besides, the variety of products in each category 

is determined by AB, therefore it is not such a great barrier at least for organic private labels. 

On the other hand advertising focus on the qualitative characteristics of organic products and 

it is generally implemented by a magazine publicized quarterly called „Nutri life‟ 

emphasizing on health and wellness issues. Alternatively AB‟s organic private labels are 
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advertised on the fortnight special offers leaflet that usually suggests recipes based on 

organic products that usually are AB bio products.  

        

  5.4.2. Place   

  Place refers to the efforts made by retailers to convince consumers purchase a 

product sold in their premises. In relevant literature (Mehrabian, 1980; Mehrabian and 

Russell, 1974; Russell and Pratt, 1980; cited Richardson et al., 1996) there are many articles 

that support the pivotal role of place or environment (e.g. interior design of a super market, 

store layout, lighting, cleanliness of a store etc.) in consumer response. Place is important for 

retailers because it is the environment within which consumers‟ decisions are made. 

Consumers may be influenced either positively or negatively (Mehrabian and Russel, 1974; 

cited Richardson et al., 1996) and their behaviour and decision making may also be 

influenced similarly. According to Richardson et al. (1996) a clean, modern and positively 

loaded store may yield positive halo effects towards the store‟s own brands and consumer 

may conclude that the private labels of such a store may have good quality, be carefully 

manufactured and so on.  

  Place is also about the shelf space retailers are willing to denote to a product, 

own brands included. Shelf space is the scarcest resource for retailers (Nogales and Suarez, 

2005) due to a permanent increase in the number of brand lines, especially during the last 

decade. Therefore, retailers face the problem of allocating products on their shelves in the 

best possible arrangement. Thus, when retailers try to manage place they simply try to 

manage selling space and to allocate products on an optimal way. As far as place is 

concerned, private labels are guaranteed full distribution and good shelf placement by 

retailers (Nogales and Suarez, 2005). These two factors contribute in the visibility of private 

labels and increase their probability of being purchased (Nogales and Suarez, 2005) although 

they should be examined with caution as it has been proved that increasing shelf space more 

than a certain point does not always have positive results (Calvo and Reinares, 1999; cited 

Nogales and Suarez, 2005).  

  Since the advent of the internet, the element of place has changed 

dramatically in food retailing too. Retailers can rely on the internet for selling their goods 

instead of solely merchandising their products at their stores. Besides, they can offer their 

goods on a more convenient way at least for some consumers (e.g. generation Y). AB since 

its establishment in early 1970s was differing from other retailers in terms of quality, 

assortment of goods and store design. Thus AB‟s stores have been providing a unique 

proposition to consumers and they were attributed in consumer‟s minds as great places to do 
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shopping. As a result consumers tend to trust AB as a firm and AB‟s products in particular. 

These statements are depicted in our empirical research as consumers: 

 Think of AB Vassilopoulos as the top food retailer in Greece in terms of 

quality and high standards in food safety. 

 Enjoy shopping at AB‟s stores that are neat, clean and well organized. 

 Can choose among a great assortment of goods that hardly can be met in 

other retailers. 

 Trust AB for their purchases especially in dairy goods. 

  Regarding shelf space, our empirical research shows that there is an 

increasing availability of shelf space towards private labels. This is achieved either by 

decreasing the available shelf space for branded goods or by minimizing the number of 

available brands in each category.  As far as organic products, shelf space is a priori limited 

basically due to the small number of organic products in general and organic private labels in 

particular. The latter cover almost all available shelf space except for categories (e.g. wines) 

where organic private labels are absent or have just been launched and consumers are 

reluctant to buy them.  

  On the Internet arena, AB hasn‟t done any significant step except that it offers 

to its customers the option to do their shopping by simply sending an e-mail with all 

requested goods. To the best of our knowledge AB‟s think tank is sceptical on moving to a 

full scale e-store application because Greek consumers tend to prefer shopping in stores as 

previously shown in Figure 5.8. Therefore, AB is not taking advantage of the benefits that 

an e-store may have on the place element of the marketing mix.  

        

  5.4.3. Price 

  Price is a core element of private labels, as primary and secondary research 

has shown, especially in categories that consumers are price sensitive. In the category of 

organics according to our findings consumers do not think of price as a first priority because 

quality and health related issues are of greater importance to them. Especially, consumers 

that purchase on a regular basis AB organic private labels think that they are of high quality 

and of a fair price proposition. However, price is important and lower relative price is 

usually accompanied by higher market shares for private labels (Hoch and Banerji, 1993). 

On the other hand, the effect of private labels quality on consumer choice and market share 

may be moderated by price (Hoch and Banerji, 1993).  

  According to AC Nielsen (2005, cited Bao et al., 2011) the average price of 

private labels on a global basis is 31% lower than that of national brands. The price gap is 
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plausible and is explained due to the perceived quality differential between private labels and 

national brands (Bao et al., 2011; Hoch and Banerji, 1993). Quality perception is crucial to 

determine not only consumer proneness to buy a PL but also the market share of a private 

label. Besides, consumers purchase PL‟s as a result of a value for money process. This is 

expressed by the ratio of quality received to price paid (Bao et al, 2011). It is obvious that by 

improving quality perception of a private label, the label should become more attractive to 

consumers, under normal circumstances.  

  In the case of AB organic private labels the price is determined with reference 

to organic products and not private labels. This means that the applied pricing policy is 

slightly lower than that of branded organics in categories that branded organics exist or lower 

of branded goods in general. However, price of organic AB products has remained stable or 

even decreased following a general strategy that the company has introduced on early 2010. 

From the AB consumers‟ perspective, price together with quality of products constitute the 

two most important purchasing factors according to our empirical research.  

          

  5.4.4. Promotion         

  Promotion is the communication link between consumers and manufacturers 

for the purpose of influencing or persuading a potential buyer‟s decision (Wikipedia, 2010). 

With promotion (ECR, 1999) retailers seek under an efficient and effective way to:  

 Stimulate consumer‟s behaviour to a desired level. 

 Reward consumer‟s behaviour. 

 Communicate the promotion to a target audience. 

  The effectiveness of promotion differs between the manufacturer and the 

retailer. From the retailers‟ standpoint, too much promotion might increase the shopper‟s 

price awareness and make him less loyal to the store (ECR, 1999) whereas too little 

promotion leads to the opposite result. Two types of promotion are met in literature (Kotler 

and Keller, 2006): a) “above the line” promotion (e.g. promotion in the mass media) and b) 

“below the line” promotion (e.g. merchandising, direct marketing, sales promotion etc.). In 

retailing, “below the line” promotional techniques are more frequently met. The most 

commonly met “below the line” promotion tools are (ECR, 1999) the following: 

 Coupons. 

 Rebates. 

 Promotional pricing (e.g. price discounts). 

 Loyalty programs (e.g. loyalty cards). 
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 Free or extra product (e.g. multi buy). 

 Contests and sweepstakes. 

 Merchandising (e.g. creation of an attractive display).  

 Samples. 

 Premiums. 

 Other non-price promotions. 

  In the case of AB organic private labels promotion is implemented through 

advertisements: 

 in the promotional leaflet called AB promotions and bonus that is 

distributed to AB customers every fortnight, 

 in the AB magazine that is sold to AB customers four times per year, 

 in magazines that are related to health and wellness issues as well as in 

magazines that are focused on nutritional matters. 

  Apart from these promotional activities, whenever there is an offer of organic 

AB‟s private labels there is usually an in store promotion with banners and other printed 

material that communicate to consumers the benefits that organic products have. However, 

promotion is light as consumers of organic private labels tend to be loyal.  

  All the aforementioned promotion techniques are apparent in AB 

Vassilopoulos, although merchandising, promotional pricing, coupons and loyalty programs 

are more frequent. Retailers implement promotions for three reasons (Park and German, 

2000; cited Srinivasan et al., 2004): to increase store traffic, to improve category profitability 

and to increase customer loyalty.  However, it is important for a retailer to: 

 Identify the target group / consumers‟ group that he wants to influence 

through promotion. 

 Set the objectives of the promotion tactic. 

 Determine which promotion incentive will stimulate the most the desired 

behaviour (e.g. price-off etc.). 

 Determine the communication channel in terms of relevancy and 

maximization of awareness. 

 Present and merchandise the goods in a way that meets the objectives of 

the promotion (e.g. on shelf, off shelf, gondola etc.). 

 Define the time and the frequency of promotion. 

  Price promotions represent the most common promotional technique for most 

consumer packaged goods. Relevant academic research has shown that temporary price 
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reductions do have a short term increasing effect on brands‟ sales (Blattberg et al, 1995; cited 

Srinivasan et al., 2004).            

 5.5. Strategic decisions 

 Marketing strategies are divided into two categories: general marketing strategies and 

special marketing strategies. The former are more or less about the general direction that the 

organization should follow whereas the latter are more specific, are derived by general 

strategies and describe how marketing goals should be accomplished.  

 According to Wikipedia (2011), marketing strategies serve as the fundamental 

underpinning of marketing plans designed to fill market needs and reach marketing 

objectives. It is plausible that marketing strategies are dynamic and interactive. In general, 

marketing strategies may differ depending on the unique situation of an individual enterprise. 

However, there are a number of ways of categorising some generic strategies that will be 

presented in detail in the following few pages.  

 

  5.5.1. Generic strategies 

  According to Porter‟s generic strategies (1980), AB has three alternatives 

regarding its series of organic products: 

 product differentiation, 

 cost leadership and 

 market segmentation. 

  Organic private labels from their own nature consist of a special segment 

within each product category. Under this scope, market segmentation strategy is 

implemented more or less for all organic AB‟s products but it isn‟t the appropriate generic 

strategy for AB‟ organic product.. As far as cost leadership, although price proposition for 

AB organic products is lower of branded organic goods, it cannot be used on a large scale by 

AB due to the limited gains that it will provide to the firm and the brand.  

  On the other hand, differentiation is the most desirable strategy; It can be 

achieved as AB organic products are perceived by AB‟s consumers not as private label brand 

but as a different product category of high quality standards and of fair price proposition, 

according to our empirical research. Differentiation is also appropriate due to AB 

consumers‟ characteristics. Target customers are less price sensitive than the general 

population of AB‟s private labels or AB consumers‟ in general. Triecy and Wiersema (1997) 

support that there are three basic value disciplines that can create customer value and provide 

a competitive advantage. These are: 

 Operational Excellence. 
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 Product Leadership. 

 Customer Intimacy. 

  In the case of AB, customer intimacy is supposed to be a prerequisite to all 

firm‟s products and services and AB‟s consumers have expectations as far as customer 

service that exceeds the industry‟s average. According to the firm‟s vision, AB defines itself 

as not just providing goods and services to its customers but also caring for all stakeholders 

and the local communities. Besides, the loyalty card called AB Plus is providing useful 

information regarding AB‟s consumers‟ needs and buying habits, allowing tracking of 

customer‟s habits and allow offering of the required goods. This is the case for AB bio series 

too.  

  On the other hand operational excellence cannot be achieved because organic 

AB products in total cost more than branded organic goods if we include service, 

merchandising and other operational costs that the retail selling is overcharged. Regarding 

product leadership, it cannot be selected although organic products can be described as state 

of the art goods, basically because AB‟s presence is focusing on strengthening firm‟s image 

and reliability in terms of quality of goods instead of generating innovative products.  

  Another marketing strategy scheme that applies in AB organic products is that 

of market dominance. In this scheme, AB‟s bio products are classified based on their market 

share or dominance into one of the following alternatives: 

 Leader. 

 Challenger. 

 Follower. 

 Nicher. 

  The majority of AB‟s organic products are either followers or niches. Our 

secondary research (AB, 2009) provides strong evidence that AB‟s organics follow the 

development dynamics of the organics category in general. Besides, AB‟s presence in the 

field focuses on the enhancement of the corporate reliability and the ability to offer goods 

that cover even small customers segments‟ needs instead of gaining the leading position in 

the market. However, latest market data show that there is a tremendous increase of AB‟s 

organic goods market share compared to that of branded organics. Details are depicted in the 

following table: 
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  Figure 5.14. AB Bio market share compared to known organic brands. 

Source: Internal AB Vassilopoulos Data, 2010. 

 

  This increase is attributed to two factors. First and foremost, to the fact that 

AB‟s organics have been launched in 2007 and since then market shares are increasing 

rapidly. Moreover the on-going launching of new organic products has assisted in achieving 

such a huge sales evolution between 2009 and 2010.  

 

  5.5.2. Special strategies 

  Special strategies are about the marketing mix elements of a company or a 

brand and they are specified in the strategic analysis phase of marketing planning. A firm 

such as AB uses special marketing strategies in its attempt: 

 To increase its market share for its series of organic goods. 

 To increase organics market in general. 

 To maximise corporate ROI.  

 To lower competition for organic goods. 

 To alter organic products lifecycle.  

 To increase cash flows for AB. 

  The most well-known special marketing strategies are:  

 The Boston Consulting portfolio diagram. 

 The Boston Consulting Group‟s advantage matrix. 

 The McKinsey/ General Electrics‟ product portfolio model. 

  We are of the opinion that Boston Consulting portfolio matrix and McKinsey 

portfolio model are more appropriate for our research. According to Boston Consulting 

portfolio diagram, the vast majority of AB‟s organic products are either:  



 

--121-- 

 

 Stars, in other words products with a high market share in a fast growing 

industry or  

 Cash cows, in other words units with high market share in a slow growing 

industry 

  The other two alternatives of the matrix, question marks and dogs, are not met 

for the categories we are exploring. Organic private labels have gained a significant share in 

the organics market and in their majority they hold the leader position. Besides, internal 

AB‟s data show a tremendous increase in sales for organic AB‟s own labels for 2010 versus 

2009. Last but not least, the fact that organic private labels have launched just a few years 

ago in the Greek market, which means that they are on their growth stage, explains why 

question marks and dogs are excluded. 

McKinsey‟s product portfolio model on the other hand is more sophisticated 

compared to BCG matrix and examines: 

 Market attractiveness and 

 Competitive strength 

For organic AB products. Regarding the market size, data show that AB‟s 

organic products are followers of branded organic goods that are sold on AB premises. 

However, there is an increasing demand for AB‟s organic products that is depicted in the 

following figure 

 

 

  

 

 

Figure 5.15: Value sales of AB organic and branded organic products. Source: AB‟s 

internal data. 

 

  The huge increase that is seen on 2010 is explained due to the continuous 

launching of new organic products and on the fact that AB strongly support its own products 

by in store promotion and other merchandising techniques. As far as market growth, 

available data (AC Nielsen, 2010) depict all private labels and not solely organic private 

labels. Even with that limitation and by generalizing the outcomes of Nielsen‟s research we 

can say that AB‟s private labels in general and organic products in particular increase their 

share at least one time more than the total market.  
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Figure 5.16: Value sales of private labels in the Greek market from 2005-

2010, October 2010. Source: AC Nielsen. 

  On the profitability arena, the essence that AB‟s marketing team has is that in 

general AB organic products achieve higher gross margins than branded organics and are 

highly competitive compared to branded organics. Higher gross margins mean that the 

company makes more money and can implement an offensive pricing strategy for improving 

its gains. Aw far as pricing strategy, AB is in a position to sell its organic product lines on a 

lower price than that of stores that sell exclusively organic goods which are the major 

competitors. Besides, it can adjust periodically the pricing strategy of AB organic products in 

order to compete with branded organic products.  

  Our empirical research indicates that organic AB products in terms of market 

attractiveness are:  

 Considered as a specialty series that is sold on AB stores that bears 

small resemblance to other AB‟s private labels series or with private labels in general 

 Not easily recognizable by consumers  

 Consistent and reliable products of high quality 

 Present in fresh and perishables as well as on grocery categories 

 Facing competition primarily by specialty stores and secondly by 

organic products of other retailers 

 Offering a  fair price proposition to customers 

 

 

 

 

 

 

 



 

--123-- 

 

GE / McKinsey Matrix 

  
Business Unit Strength 

    High      Medium      Low     

  

 

High       

 

Medium       

 

Low       

 

  Figure 5.17: GE/ McKinsey Matrix, Source: http://www.quickmba.com. 

 

  According to our empirical research AB‟s organic products are positioned at 

the medium in terms of industry attractiveness and in terms of business unit strength at the 

highest point. This should be interpreted by AB as a growth opportunity as the organics 

market is attractive and has great potential even under the tough economic conditions that the 

Greek economy and households undergo since late 2009. Therefore it is suggested that AB 

should allocate resources in the business of organic private labels and should focus primarily 

on increasing its market share as well as assortment of organic private labels.   

http://www.quickmba.com/
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CHAPTER 6. Conclusions & recommendations 

In the final chapter, we present our recommendation on the marketing mix of organic 

private labels that AB Vassilopoulos sells in its premises under the brand name AB Bio. 

Besides, we state the limitations of our study as well as recommendation for future research 

in the specific scientific area. Finally, we describe the contribution of our study both on the 

theoretical and practical arena. 

 

6.1. Overview of study and proposals 

In line with the aim of our study, after presenting the marketing mix of AB 

Vassilopoulos‟ organic private label line “AB Bio”, relishing our primary research in AB 

Vassilopoulos premises and taking under consideration the SWOT and PEST analysis 

presented, we are able to provide specific proposals as far as the marketing strategies and the 

4 P‟s that the retailer should implement for its AB Bio line. In particular, we propose that AB 

should keep on eliminating costs throughout its supply chain, minimise operating expenses, 

costs and regulate investments in store design and ambience so as to maintain an attractive 

end price of AB Bio. Cost effective in-store promotional strategies should be used to 

increase AB Bio brand awareness and new products should be inaugurated in AB Bio line.  

Regarding our second research question about PL goods consumers‟ profile, the 

demographic influences are relatively weak, as anticipated by the literature (Sethuraman and 

Cole, 1999; Collins-Dodd and Lindley, 2003; Liu, 2008) indicating that these products are 

presently bought by heterogeneous layers of the Greek society. The organic PL buyer is 

found to spend above average at supermarkets compared to general population‟s expenses, to 

show an actual interest on environmental issues, to possess significantly greater income than 

the average AB consumer, to prioritize quality than price upon the selection of an organic 

PL, proceed to organic private labels purchases due to a lack of other brands or a very 

limited assortment and to consider AB Bio as premium and niche products and feel he 

purchases high quality and innovative products and not cheap intimates of branded goods. 

Regarding consumers‟ behaviour towards PL products that is the third research 

question and consistent to previous research, our study shows that there is a melioration of 

the overall Greek consumer attitude towards PLs, mainly due to the existence of better deals, 

better reputation and promotion and improved quality. AB Bio is found in line with this 

trend. Similarly, consistent to Baltas (2009) findings, the rise of the Greek PL products in the 

shopper‟s basket is paired with the increase of the Greek customer satisfaction and decrease 

of disappointment of PL consumers. Conclusively, our research in line with Baltas‟ work 

(2009) corroborates the estimations of several experts of the Greek Retail Market that the 
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Greek Market follows the international trend of PL growth. This age-long trend of store 

brands‟ consolidation is further reinforced by the economic crisis in Greece and the general 

alteration to the Greek consumer behaviour that the economic downturn brings in return. As 

far as organic PLs concern, the economic crisis and austerity measures taken by the 

government is estimated to force customers alter their buying habits. This will reflect in 

organic products‟ market penetration and may lead to a decrease in their market share in 

some categories as consumers may select cheaper products. 

 

6.2. Marketing strategies review and assessment  

It is stemmed from our research and analysis that AB BIO is regarded a premium PL 

and as such it competes directly with quality, high priced national brands. According to 

researchers who have also conducted empirical research, such as Elis and Kelly (1992, cited 

Morchscett et al., 2006), Conant et al. (1993, cited Morchscett et al., 2006) there is a number 

of factors that contribute to gaining competitive advantage in retailing, thus are crucial for 

companies to incorporate them in their strategy formulation for an optimum performance. 

Several of these factors can be attributed to AB BIO such as: 

 Presentation and preparation of products sold on retailer‟s premises (AB Bio 

relishes the asset of using AB premises that are considered neat, organized and modern with 

high service performance and quality perception as shown in company‟s strengths). 

 Product variety and depth (assortment and plenitude are among AB Bio‟s 

strengths). 

 Low price (compared to organic national brands of similar quality). 

 High price convenience (relishing the wide negotiating power offered by a 

PL). 

 Inventory control and advertising (relishing AB Vassilopoulos premises). 

 Targeted marketing incentives (organic products are addressed to a certain 

and well – defined segment of consumers). 

 The advantage of building lasting relationships with customers (quality 

products that are addressed to loyal customers). 

AB Bio shows competence in the three basic strategies for retail positioning, 

according to Wortzel (1987, cited Morchscett et al., 2006). In particular, AB Bio line 

performs product differentiation by offering a distinct assortment comparing to the one of the 

competitors, being a pioneer as a PL organic brand in the Greek Food retail market. Besides, 

by using the AB‟s stores‟ quality image, service and personality AB Bio possess an 
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advantage in service and personality differentiation. Finally, the offering of organic products 

in a descent price, comparing to the organics sold by national brands, assign AB Bio with the 

privilege of price leadership, given the fact that there are no organic PL‟s in the Greek Food 

Retail market to compete up to now. Although difficult to combine all these three strategies, 

AB Vassilopoulos has managed to bridge a strong store image and quality perception with a 

great assortment of organic products in a fair end price. Nevertheless, considering the 

environmental threats, comprised of the organic product bazaars, the anticipated fierce 

competition by imitators and hard discounters in the near future and the results of the 

economic downturn in Greece, which will bring about less consumers‟ purchasing power, 

less organic production and proportionately less governmental support and subsidies, it is 

highly likely that the company will soon have to readjust its positioning strategy. 

 

6.3. Pricing Strategies for AB BIO products 

Especially in the retail sector, as aforementioned, AB needs to be significantly more 

attractive to consumers than its competitors and to develop a strategic position in the market 

for long term success (Morchscett et al., 2006). Moreover, the presence of hard discounters 

in the Greek food retail market such as Lidl, as well as the high quality perception that AB 

loyal customers possess, render quite challenging for AB Vassilopoulos to follow a cost 

leadership strategy by minimizing costs throughout its value chain. Additionally, given the 

economic downturn in Greece, as presented in our PEST Analysis, AB Vassilopoulos cannot 

stay intact. Care should be taken so as to cut operating expenses and costs of organic PL‟s 

sold in its premises and regulate investments in store design and ambience. Besides, AB has 

to exploit one of the advantages of PL‟s for retailers and use its increased negotiating power 

to minimize profit margins throughout the supply chain of AB Bio, thus maintaining an 

attractive end price of its organic PL products. AB Bio, as showed in our empirical research, 

manage to bridge outpacing strategies that offer several competitive advantages which lead 

to customer satisfaction and combine price and quality leadership.  

The 95, 4% of Greek consumers believe that private labels are cheaper than branded 

goods (Avlonitis, 2009). AB Bio should stay consistent to these perceptions. Moreover, by 

gaining more recognisability it will earn a distinct position in consumers‟ minds. Moreover 

the familiarity of consumers with AB Bio brand will incur positive experiences by the 

quality of the purchase and will influence the familiarity and choice of other AB own brands 

as well. 
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6.4. Promotion Strategies for AB BIO products 

Empirical research has shown that although superior product quality can provide 

competitive advantage to a company, other differentiation strategies may be added too 

(Morchscett et al., 2006). Although it is proved that 61% of Greek consumers are aware of 

AB‟s Private Labels (AC Nielsen, 2010) our primary research shows that only an 18% of AB 

customers unassisted recognized AB Bio as an organic PL brand sold solely in AB premises. 

This important finding indicates that there is a need for in-store promotional strategies to 

increase brand awareness, such as price promotions, demonstrations, coupons, selective 

discounts, gifts and premiums, which are not as expensive as advertising and will not result 

in an increase of the end price of the private label. Moreover, a factor that guides PL 

purchases is the Price-quality association either due to previous test or because of high 

anticipating quality based on the supermarket which provide it. On the other hand, it is 

important to market to current AB customers, who are already willing to buy from AB 

premises, thus keeping loyal customers that appreciate high quality products with in-store 

promotions and track their preferences by means of an effective CRM. 

 

6.5. Product Strategies for AB BIO products 

An alternative to price competition for a retailer according to Porter‟s concept is to 

develop a differentiation strategy. Many retailers fail to follow such a strategy due to a lack 

of distinct image and therefore they focus on price competition (Morchscett et al., 2006). AB 

Bio line differentiates from main competitors by adapting a health centric approach to 

address to a specific and growing customer segment (Baltas, 2009). This strategy complies 

also with previous studies (Worner and Meier-Pleger, 1999; cited Fotopoulos and Krystallis, 

2002) that relate demand for organic products on value concepts, living situation and access 

to information instead of socio demographic factors. Under this scope, factors such as 

nutrition, taste, freshness and price are important purchasing reasons for AB Bio products by 

AB‟s consumers.  Many researchers have applied Porter‟s concept in the retail sector and 

they have concluded that the two competitive strategies proposed by Porter are present in a 

number of cases. The inauguration of new products in AB Bio line will result in 

differentiation advantages, a pace to acquire competitive advantage and at the same time 

indirectly assist in extending the own brand‟s awareness. AB Bio line may incorporate new 

products to be introduced for the needs of clandestine in Greece, a segment that reaches 

700.000 people and have different cultural and nutritional habits. Products such as halal 

meet, a meat approved to be consumed by Muslims, according to religious tradition and 

customs, with the quality and guarantee of AB Bio line, would be highly appreciated by a 
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great number of new Muslim Greek customers. Likewise Ramadan recipes, Indian pickles as 

well as other relative products would be of a great interest to an increasing Greek segment. 

 

6.6. Place Strategies for AB BIO products  

According to an industry analyst (Dowdell, 1994, cited Richardon et al., 1996) 

„consumers‟ perception is very different when it is bought from a shabby, smelly store than 

from a cosmopolitan gourmet temple‟. During the interviews with AB managers it was 

derived that there is a unanimous agreement that Greek consumers perceive AB‟s stores as 

gourmet places. Apart from that, assortment plays a crucial role on buyer preferences 

especially for AB Bio products that have a specific positioning as our empirical research 

indicates. Besides, AB managers believe that the configuration of the assortment in more 

important than the total assortment as consumers determine their preferences and do their 

purchases according to the knowledge and the exposure that they have with the products. 

According to AB‟s merchandising policy, AB Bio products are positioned on the special 

organic segment of each category. However, their position is clarified by green signs 

fastened to selves, special displays and other in store promotion methods. Besides, AB Bio 

products are always positioned at the central self so as to be among the first products that 

consumers will face in each category. Moreover, AB Bio products are usually positioned 

close to their major competitor that usually has a higher price compared with AB Bio in 

order to allow price comparison in favour of the store brand.  

 

6.7. Contribution of our study 

Our attempt has been, to the best of our knowledge, the first attempt to deepen the 

knowledge regarding organic private label goods both by the consumers‟ and retailers‟ 

perspectives in Greece. Under this scope we have managed to gather information and to have 

an in depth knowledge for AB Vassilopoulos of: 

 How the firm develops its marketing strategies and the marketing mix for 

organic products. 

 The dynamics of AB‟s organic private labels in the Greek market. 

 The forces that deteriorate the development of organic private labels in 

Greece in general and for AB in particular. 

 The profile of AB‟s consumers that purchase AB Bio products. 

In general, we are of the opinion that our research contributes in highlighting the 

importance of marketing research in designing and implementing a marketing strategy by a 
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multinational firm and the advantages that such an approach may incur for the firm in terms 

of economies of scale.  

As far as the theoretical area, even though we haven‟t developed a model or a 

technique that may be used in the future, we have managed to reflect marketing theory and 

practice in the case of AB Vassilopoulos. 

The social contribution of our study is important as it highlights several aspects of the 

food retail industry from the customer‟s standpoint that are not familiar to consumers. First 

of all, it provides information to consumers on subjects like branding and among others it 

depicts the advantages and disadvantages of private labels both from the retailer‟s and the 

manufacturer‟s perspective. Under this scope, consumers are more informed regarding 

private labels and can develop their preferences and their buying behaviour based on criteria 

like taste and hygiene instead of low price that is the usual characteristic of private labels.  

As for the practical contribution our study is of high value to the retailers and 

manufacturers as it provides up-to-date primary data, SWOT and PEST analysis regarding 

private labels in the Greek Food Retail Market and may be used as a tool to evaluate a 

possible endeavour to penetrate this Market. Moreover, our research constitutes a powerful 

instrument for an experienced entrepreneur or an innovator to relish possible market 

opportunities that stem from our analysis.  

 

6.8. Limitation and future research 

The limitations of this study in turn offer opportunities for further research. Firstly, 

while we have focused on several key consumer-level perceptual variables in this work, we 

have not incorporated other variables such as consumer demographics or market structure 

etc. that have been discussed in the literature.  

Interestingly, one of the results of our study, which is not in line with previous 

research, is that store loyalty and smart shopper perception appeared to have insignificant 

effects as covariates. Contrary to previous studies (Baltas and Doyle, 1998; Blattberg and 

Neslin, 1990; Burton et al., 1998), our study shows that these two dimensions are not 

influential in organic private brand product purchases. Our results thus warrant further 

investigation and future study. Future studies could also explore the potential significance of 

other product characteristics on organic private brand purchases. 

The restricted timeframe narrows the sample and the stores examined. During the 

time offered to finish our study we examine only a fraction of supermarkets‟ own labels, 

while the inter-category variations we obtain are not as large as they might have been with a 

wider range of product categories. Considering that nowadays PL‟s have made incursions 
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into such bastions of national brands as cigarettes, health, beauty aids and clothing, future 

studies ought to examine a wider sample of products, in order to obtain a thorough and more 

specific idea of PL presence and growth. The authors accept that additional research using a 

broader cross-section of consumers may be needed before the findings can be generalized.  

Likewise, many of the participants indicated patronage for AB Vassilopoulos and 

may therefore have been influenced by the store‟s marketing strategy. Similarly, due to 

regional market characteristics, in the responses to the question regarding stores participants 

patronized more often are concentrated to Alfa Beta. Thus the private brand marketing of 

that retailer might have influenced participants‟ responses. It would be interesting to address 

to non AB customers in order to objectively assess the total food retail market. Future 

research should include a broader cross-section of consumers to better understand consumer 

private brand purchases (Raju et al., 1995; Richardson et al., 1996).  

Furthermore, some of the measures we use could be improved, especially the concept 

of price unfairness, which has not been studied much in Greece until nowadays as well as the 

concept of perceived risk. Besides, an important issue affecting PL success is the association 

of store loyalty and retailer loyalty programs to own-brand purchasing. These are very 

important issues given the dramatic changes in frequently purchased product classes today 

and the increasing role of retailer brands in consumer choice behaviour and competitive 

dynamics.   

In our research some assumptions may appear simplified and generalized, since AB 

Vassilopoulos case is considered representative of the PL chains used by Greek 

supermarkets. PL market is broadening in line with the increased customers‟ price 

consciousness. As this situation is due to keep on in Greece, it would be quite interesting to 

match the large repertory of valued literature regarding PL‟s to the Greek PL market in the 

future, since such essays are not as frequent up to now. Apart from that, notwithstanding we 

highlighted the consequence of perceived price unfairness of national brands in the context 

of category price consciousness, we have not addressed the more interesting question of how 

such perceptions are formed in the first place. Research on reference prices and reference 

transactions may offer meaningful answers to such questions. 

The concepts used in theory are considered the most related for this study, although 

one might disagree with the relevance of the literature. Besides, during the planning of our 

questionnaires and the conducting of our interviews, extensive care is exercised so as to 

avoid bias, however some assumptions and conclusions may fall into the pitfall of 

subjectivity. Future research will relish more detailed data for organic products in Greece, 
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organic own brands and AB bio in particular, since there are not enough data for the time 

being available to open sources. 

One of the limitations of our research is that our primary data stem from direct 

interviews with managers and customers of Alfa Beta supermarkets only in the vicinity of 

Athens, where we live. In future researches it would be of interest to expand the survey 

scope and examine supermarkets from other cities in Greece as well. Notwithstanding the 

fact that Athens, as the capital of Greece, hosts nearly the half of the population of the 

country, our sample does not represent the total consumers in Greece, since Alfa Beta 

dispose stores throughout the country. Despite this generalization, we consider that our study 

and approach to the research questions are valid and can provide useful conclusions for the 

Greek Food Retail Market as a whole. 

Apart from the above mentioned limitations our research remains reliable due to the 

large number of respondents to our questionnaire. On a par with this fact, the conclusions 

that are exported can be used to generalise consumers‟ behaviour towards private labels to 

other Western countries except Greece. On the other hand, the uniqueness of our approach is 

more or less the fact that it examines both the retailers‟ and the manufacturers‟ perspective, 

although it emphasises on the former.  
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APPENDIX 

 

Questionnaire to AB Vassilopoulos Customers 

 

1. Do you purchase private label products? 

• Yes 

• No 

 

2. Why do you prefer private label products? 

• They offer value for money. 

• They are cheaper than national brands. 

• I trust the supermarket that sells them. 

• They are of the same quality with national brands. 

• Other reasons. 

 

3. If you don‟t purchase private labels please mention the reasons.  

• I do not trust them. 

• They are of low or inferior quality compared to national brands. 

• I do not know where they are produced. 

• They are not Greek products. 

• Other reasons. 

 

4. Would you consider buying private labels from the following categories? (Please 

select from each category among interested, neutral and not interested) 

 

CATEGORIES INTERESTED NEUTRAL NOT 

INTERESTED 

FROZEN GOODS    

PERSONAL CARE 

PRODUCTS 

   

TRADITIONAL/GREEK 

PRODUCTS 

   

MEAT AND POULTRY    

VEGETABLES    

NON FOOD GOODS    
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CHEESE AND 

SAUSAGES 

   

DAIRY PRODUCTS    

PACKAGED GOODS    

NON GROCERY 

GOODS 

   

BIO PRODUCTS    

BAKERY GOODS    

WINES AND SPIRITS    

DELICATESSEN    

CHILDREN‟S FOOD    

HOME WARE 

PRODUCTS 

   

ECO PRODUCTS    

 

5. Which of the following brands do you recognize as brands sold solely in AB 

Vassilopoulos stores? 

• AB. 

• AB Choice. 

• AB Bio.  

• 365. 

• Care. 

• AB Close to Greek nature. 

 

6. Which of the following statements do you consider important when you purchase 

private labels at AB Vassilopoulos stores? 

• AB‟s private labels are of guaranteed quality. 

• AB‟s private labels are value for money products.  

• AB‟s private labels are similar to national brands as far as their quality. 

• AB‟s private labels are nutritious. 

• AB‟s private labels packaging is above average. 

• AB‟s private labels are cheap. 

• AB‟s private labels cover all product categories. 
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7. Please indicate for each brand of private labels whether: 

a. You are aware of the product line.  

b. You visit AB‟s stores in order to purchase such goods. 

c. You visit again and again AB‟ stores for purchasing goods of that category . 

d. You recommend AB‟s private label products to other consumers. 

   

8. Which criteria do you use for selecting the ideal supermarket for your purchases? 

• Quality of products. 

• Price of products. 

• Uniqueness of products. 

• Assortment of products. 

• Customer service. 

• Parking facilities. 

• Clean and organized store. 

• Distance from home or work. 

 

9. How satisfied are you from private labels that you have purchased during the past 

fifteen days? 

• Satisfied. 

• Neutral. 

• Dissatisfied. 

 

10. How often do you purchase private label products? 

• Never. 

• Occasionally. 

• Very often. 

• Always. 

 

11. Can you estimate how many private label products you purchase as a percentage of 

your total purchases? 

• 0-20% 

• 21-40% 

• 41-60% 

• 61-80% 

• 81-100% 


