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Retail evolution:
Why marketing to
the middle doesn’t
work anymore
Around the world
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•

Nearly half of global respondents (46%) say grocery shopping is a chore that they
try to spend as little time on as possible. This low level of satisfaction primarily
stems from a belief that retailers don’t understand and deliver on their needs.

•

Value is about more than just the lowest price. In fact, consumers rate high-quality
produce (57%), convenient location (56%) and product availability (54%) as more
influential in store-selection decisions than the lowest price.

•

Manufacturers and retailers are dependent on promotions. To break the cycle, they
need to know which categories are more or less price sensitive. Not surprisingly,
discretionary categories are more sensitive to price increases than staple products.
Sentiment in Latin America and Europe suggests that consumers there are more
sensitive to price increases, while North American respondents are the least
sensitive.

•

Health and wellness is a top priority for consumers around the world. Two-thirds of
global respondents (67%) say they actively seek products with healthful ingredients.

•

Consumers crave convenience and speed; quality prepared-meal options and instore dining experiences can be a key differentiator for where consumers decide
to shop. As the role of the physical store evolves, in-store add-on services may
drive satisfaction and visits. In-store banking (42%), fast food (40%), prepared
food (40%) and pharmacy (39%) are the most widely available and used in-store
services, but interest in several others is high.

•

Assortment and product availability are basic requirements in store-selection
decisions, but with limited shelf space in small formats and an increasing
expectation for customized product offerings and recommendations, getting the
assortment piece right increasingly means shifting from a push to a pull mind-set,
driven by consumer demand.

Think Smaller for Big Growth

Modern retail has long been guided by a powerful premise: the bigger, the
better. Big was better for retailers because scale drove down unit cost and
so raised return on investment (ROI). It was also better for consumers, who
gained access to greater assortment, better prices and convenient one-stop
shopping. And big was better for suppliers, who benefited from greater shelf
space to deploy brand and category portfolio strategies.
Over the past 10 to 15 years, however, the modern retail store model has
evolved. Supply chain process improvements have made it possible to achieve
similar or even higher levels of profitability with smaller stores, paving the way
for smaller retail chains to expand and take share from larger competitors in
many markets. Shoppers, who are able to match their preferred store format
more precisely to their shopping needs and preferences on different purchase
occasions, have benefited greatly from this increase in store formats.

About the Global
Survey Methodology
The findings in this survey
are based on respondents
with online access in 61
countries (unless otherwise
noted). While an online
survey methodology allows
for tremendous scale and
global reach, it provides a

But for many big-box retailers the shift hasn’t been such a boon. The result
is that today’s retail environment is more fragmented than ever. Fierce
competition for shoppers has led to an increasing dependency on promotions
among large retailers.

perspective on the habits of

In addition, falling birth rates, rising food prices, and stagnant wages are
making volume growth in developed markets difficult to achieve. Meanwhile,
developing markets, which were expected to follow the same retail evolution
blueprint as developed markets, have forged their own path. In several
markets, including China, Indonesia, Poland and Turkey, small-format stores
have driven the transition to modern retail. Many other markets are still
undergoing the shift to modern retail—and it’s likely that some of these
developing markets will partially skip the brick-and-mortar phase by moving
online early.

online penetration is still

“Perhaps the new retail mantra should be ‘Go small or go home,’ as the
‘Bigger is better’ paradigm has been challenged virtually everywhere,” said
Steve Matthesen, global president of Retail, Nielsen “Hyper-localization and
specialization are fueling today’s retail growth. As lifestyle and consumption
habits change, we’re seeing a structural shift in where consumers shop and
what they buy, and some small formats are driving big growth. Mass-market
strategies are also losing relevance as consumers look for unique experiences
that meet their personal demands.”

Cultural differences in

The Nielsen Global Retail-Growth Strategies Survey polled more than 30,000
online respondents in 61 countries to understand the pain and the pleasure
points about the shopping experience. We examined how well retailers
are currently meeting consumers’ needs and why consumers choose one
store over another. We also reviewed a selection of 19 product categories to
determine the product attributes that are most important. Lastly, we took a
look at consumers’ willingness to use additional in-store services and their
preferred approach to dealing with price increases, in order to identify areas for
development or improvement.
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only existing Internet users,
not total populations. In
developing markets where
growing, respondents may be
younger and more affluent
than the general population
of that country. In addition,
survey responses are based
on claimed behavior, rather
than actual metered data.
reporting sentiment are likely
factors in the outlook across
countries. The reported results
do not attempt to control or
correct for these differences;
therefore, caution should be
exercised when comparing
across countries and regions,
particularly across regional
boundaries.
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Adapting
to shifting
demographics
Want to anticipate emerging trends in store format preferences? Start by
looking at the demographic and socioeconomic trends affecting the retail
landscape. The shop of the future should be a reflection of the shopper of the
future, and demographic shifts are shaping consumers’ preferences. Consider a
few of them:
•

Rising middle class. The Organization for Economic Cooperation and
Development predicts the global middle class will increase to 3.2 billion by
2020 and to 4.9 billion by 2030. Economic prosperity will likely be a growth
engine for consumption, especially in China and India, as history has
shown that those in the middle class enthusiastically acquire both physical
and human capital. At the same time, however, falling real incomes in
some developed markets may drive the growth of value formats there.

•

Urbanization. The United Nations projects that two-thirds of the world’s
population will live in urban areas by 2050, up from 54% in 2014. This
migration has already led to the rise of megacities—cities of 10 million
people or more—which nearly tripled in number between 1990 and 2014
(from 10 to 28). Urbanization typically drives consumption—increased job
opportunities, a centralized market, better pay and the prospect of higher
individual wealth have all drawn people into cities—and it will have major
implications for retailers in the future with regard to store location, store
footprint and omnichannel strategies. As more consumers move to urban
areas, retailers will follow. Small stores are well suited to urban settings
where space is at a premium.

•

Millennials. Globally, there are almost 2 billion Millennials, and in
many places, they’re richer and smarter and have more freedoms than
any generation before them. Their use of technology sets them apart:
Millennials (defined by the U.S. Census as those born between 1982 and
2000) grew up with the internet, social media and mobile as the norm; in
fact, many don’t know a world without these elements. In addition, many
came of age during periods of globalization and economic disruption. As a
result, they have different expectations, attitudes and behaviors than their
older counterparts. With Millennials’ coming into their prime working and
spending years today, understanding this cohort’s needs and demands is
critical to retailers’ health and growth.

Two-thirds of
the world’s
popul ation will
live in an urban
area by 2050

As shifting demographic trends make an indelible mark on the retail landscape,
many established retail realities need closer scrutiny, too. From the in-store
shopping experience to pricing, product assortment and a greater need for
locations nearby, consumers’ expectations are changing—and so, too, must
consumer strategies.
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Is it possible to
turn chores into
cheers?
How can retailers stay ahead in the rapidly changing landscape? They can
start by assessing how well they’re doing now. What do consumers think
about the shopping experience, and how well do they think their needs are
currently being met?

SHOPPING IS A CHORE FOR
HALF AROUND THE WORLD
Percentage who strongly/
somewhat agree shopping is
a chore

46%
GLOBAL

For many, grocery shopping is a chore. In fact, nearly half (46%) of
respondents around the world say grocery shopping is something they try
to spend as little time as possible doing. So what is it about the shopping
experience that is particularly unpleasant?
Perhaps the biggest pain point for consumers is that many think retailers
don’t understand and deliver on their needs. Less than half of global
respondents (49%) believe their main grocery retailer always or mostly
communicates with them in a relevant way. Just over half believe retailers
always or mostly understand their grocery requirement (53%) and provide
offers they like and value (52%). Globally, retailers are doing better on the
product assortment front: 64% say their main grocery retailer always or
mostly carries the items they want.
But sentiment isn’t the same everywhere. Retailers in North America—
and, to a lesser degree, Asia-Pacific—seem to be doing a better job than
their counterparts in Europe and Latin America. North American retailers
particularly stand out when it comes to product assortment and providing
valued offers. Roughly three-quarters of North American respondents
(74%) say their main grocery retailer always or mostly carries the items they
want, 10 percentage points above the global average (64%), and almost
two-thirds (64%) say their main grocery retailer provides them with offers
they like and value (compared with 52% globally). Of course, it’s important
to note that North American retailers may be rated more positively in terms
of assortment because they have more shelf space to work with. In the
U.S., the average selling space is about 25,000 square feet.

48%
AsiaPacific

38%
Europe

53%
Africa/
Middle
East

46%
L atin
America

46%
North
America

Source: Nielsen Global Retail-Growth Strategies
Survey, Q3 2015
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Many retailers are not meeting shoppers’ needs
Percentage who say their main grocery retailer always or mostly…
Asia-Pacific

Europe

Africa/Middle East

L atin America

North America

Carries all of the items
wanted and needed

Understands product
preferences and grocery
shopping requirements

Gives offers they like
and value

GLOBAL AVERAGE - 64%

GLOBAL AVERAGE - 53%

GLOBAL AVERAGE - 52%

63%
64%
57%
61%
74%

56%
48%
51%
47%
57%

51%
53%
46%
49%
64%

Communicates in a
relevant way

Provides interesting and
useful information

GLOBAL AVERAGE - 49%

GLOBAL AVERAGE - 48%

54%
42%
51%
36%
53%

52%
40%
42%
41%
48%

Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
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Price is
important,
but it’s not
every thing
A core element in increasing share of wallet is understanding and
responding to local consumer needs. Differentiation is the way to build
a competitive advantage. So what are consumers looking for?

Price is not the most
important storeselection factor
Global average: Percentage
who say attribute is highly
influential in their decision to
shop at a particular retailer
Assortment

Price/Value

Convenience
It’s no surprise that price is important; it always has been and always
will be. In fact, when we examined the factors that influence purchasing
decisions for 19 product categories, price was one of the top two
attributes influencing product selection among global respondents
(along with taste for edible categories and brand name for nonedibles). And consumers are looking for good deals regardless of their
economic circumstances. Indeed, for many consumers, deal seeking
is the thrill of the chase. Globally, 59% of respondents say they enjoy
taking the time to find bargains, and agreement is even higher in North
America (68%) and Latin America (64%).
But, as smart retailers have long known, price and value aren’t the
same thing. When it comes to store selection, price-related attributes
fall below several others. High-quality produce (57%), convenient
location (56%) and product availability (54%) are rated as highly
influential in determining where to shop. Fewer say good value
for money (52%), the lowest prices overall (48%), great sales or
promotions (47%), and good sales or coupons in the weekly circular
(37%) are highly influential. Price-related attributes are more influential
in Latin America and North America than the global averages.
“While intense promotional activity among retailers and manufacturers
has created an expectation among consumers that low prices should
be the norm, some consumers are recalibrating their spending—
and increasingly, value is about more than the lowest price,” said
Matthesen. “Consumers are often willing to pay more if they think the
benefits outweigh the price. One of the most effective ways retailers
can avoid pricing wars and unsustainable promotion strategies is
to increase the perceived benefits they provide. To keep shoppers
coming back, however, brands must exceed shoppers’ expectations and
convincingly demonstrate that the higher price is truly justified.”

1.	High-quality fresh
produce

57%

2.	Convenient location

56%

3.	Products wanted are
regularly in stock

54%

4.	Good VALUE for money

52%

5.	Carries the food and
non-food items that I need

50%

6.	Lowest prices overall

48%

7.	Great sales and promotions

47%

8.	Organized layout

45%

9.	Easy to get in and get out
quickly

43%

10.	Personnel are friendly &
knowledgeable

42%

11.	High-quality meat
department

42%

12.	Short checkout lines/fast
checkout

41%

13.	Variety of freshly prepared
foods

40%

14.	Only store that carries
what I want

38%

15.	Good sale/coupon items
in store ad/circular

37%

16.	Customer loyalty card
program

32%

Source: Nielsen Global Retail-Growth Strategies
Survey, Q3 2015
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Indeed, in Southeast Asia, a Nielsen retail sales analysis of 16 categories
in six markets shows dollar sales in the premium segment grew at
twice the rate (21%) of the value and mainstream tiers (10% and 8%,
respectively) between October 2012 and 2014. China shows a similar
trend, with even greater growth (23%) in the premium tier. And in many
places, the retailers that are winning are positioned at opposite ends
of the price spectrum. While many consumers remain price conscious,
driving growth in value channels, some consumers are trading up
for what they perceive to be additional value and quality. In the U.S.,
a Nielsen analysis of supermarket value sales reveals that two niche
retailers appealing to very different customer bases—discounters and
natural/gourmet supermarket chains—are expanding store counts and
grabbing share from mainstream supermarkets. Between 2015 and
2020, growth in these outlets (projected at 2.6% and 6.8% annually,
respectively) is expected to outpace that of mainstream supermarkets
(projected at 1.4% annually). Together, these trends have put pressure
on big-box retailers.
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Price-rel ated attributes are most important in
Latin America and North America
Percentage who say attribute is highly influential in their decision
to shop at a particular retailer

48%

47%

45%

56%

36%

32%

46%

36%

45%

The store has the
lowest prices overall

54%

48%

45%

59%

I discover good VALUE
for my money when
shopping there

44%

North America

55%

L atin America

58%

Africa/Middle East

59%

49%

56%

Europe

49%

Asia-Pacific

There were good sale/
coupon items in l ast
week’s store ad/circul ar

34%

30%

35%

28%

33%

The store has great
sales and promotions

The store has a customer
loyalt y card program

Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
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Break the
promotion
addiction
Retailers and manufacturers have a shared reliance on promotions, but decent
returns on trade promotion spend are increasingly hard to generate. In fact,
the spiraling cost of trade promotions has yielded a diminishing return on
investment for many categories. Knowing which categories are more or less
sensitive to pricing changes is essential for breaking the promotion addiction
and driving growth.
While price sensitivity varies by category, it’s helpful to understand what
consumers say they would do if prices were to increase by 10%. Not
surprisingly, nondiscretionary items, such as dairy, fresh foods and personalcare products are less price sensitive than discretionary items, such as
convenience foods, snacks and alcoholic beverages*. For example, only 13%
of global respondents say they would stop purchasing dairy products, 15%
say they would not buy personal-care products, and 16% say they would not
purchase meat or poultry* if prices increased by 10%. More than one-third,
however, said they would stop purchasing convenience foods (37%) or prepared
meals (36%) if prices increased by 10%. For the most part, however, consumers
aren’t cutting out categories altogether. Rather, they’re simply buying less.
How consumers say they would respond to price increases, however, varies
across regions. Respondents in Latin America, who are dealing with tough
economic conditions in many countries, exhibit sentiment that is most likely to
change their buying behavior in response to price hikes–primarily voting to cut
back for nondiscretionary categories, and cut out discretionary ones. In general,
European respondents appear to be more price sensitive than the average,
with fewer respondents than average saying their purchasing would remain
unchanged if prices rose for the majority of categories. In contrast, sentiment
among North American respondents shows the least sensitivity to price
increases. While the largest percentage of North American respondents say they
would buy less at the higher price for the majority of categories, the region also
has the highest percentage of respondents who say they would continue their
regular buying habits for most categories, even if prices were to increase by 10%.
“It’s time to abandon the presumption that the same promotion strategies
work for all categories,” said Matthesen. “Promotion spend needs to be
tied to performance, adjusting above-the-line spend based on how well the
product or portfolio has delivered on the money invested. Fewer, smaller, better
promotions, rather than more, bigger ones, will deliver better returns. Focusing
promotions on the most profitable outlets is critical.”
*Note: Alcohol and Meat & Poultry does not include Egypt, Morocco, Saudi Arabia and UAE.
Alcohol also does not include Israel.
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As prices go up,
many cut down
Global average: Percentage
who SAY THEY WOULDN’T buy the
category if prices rose 10%
discretionary categories
staple categories
41%

Alcoholic beverages*
Convenience foods

37%

Prepared meals

36%

Carbonated beverages

36%

Crisps and other
snack foods

34%

Canned fruits and
vegetables

33%

Bottled water

31%

Breakfast cereals

29%

Loose, unpackaged,
unbranded cereals

28%

Sweets, biscuits and
other sweet items

28%

Cosmetics and skin care

27%

OTC medications

25%

Fish and seafood

23%

Packaged foods

20%

Fresh or frozen fruits
and vegetables

18%

Bread and bakery

16%

Meat and poultry*

16%

Personal care

15%

Dairy 13%
Source: Nielsen Global Retail-Growth Strategies
Survey, Q3 2015
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Most and least price SENSITIVE categories in each region

Asia-Pacific

MOST PRICE SENSITIVE
Percentage that say they would
cut back or cut out consumption

Alcoholic Beverages

77%

1

Dairy

Crisps and other snack foods

77%

2

Fresh or frozen fruits and vegetables 41%

Carbonated beverages

75%

3

Personal care

40%

Convenience foods

74%

4

Meat and poultry

38%

Sweets and biscuits

73%

5

OTC medications

36%

6

Fish and seafood

36%

1

Dairy

45%

L atin America

Africa/Middle
East

Europe

Convenience foods

North America

LEAST PRICE SENSITIVE
Percentage that say they would
continue current buying habits

87%

43%

Prepared foods

86%

2

Bread and bakery

45%

Crisps and other snack foods

85%

3

Personal care

39%

Alcoholic Beverages

83%

4

Meat and poultry

38%

Sweets and biscuits

83%

5

Packaged foods

35%

Alcoholic Beverages

84%

1

Dairy

42%

Prepared foods

80%

2

Meat and poultry

41%
41%

Carbonated beverages

78%

3

Bread and bakery

Crisps and other snack foods

78%

4

Fresh or frozen fruits and vegetables 36%

Sweets and biscuits

78%

5

Personal care

36%

Crisps and other snack foods

89%

1

Personal care

32%

Prepared foods

88%

2

Dairy

30%

Sweets and biscuits

88%

3

Meat and poultry

30%

Carbonated beverages

88%

4

Fresh or frozen fruits and vegetables 27%

Alcoholic Beverages

87%

5

Bread and bakery

26%

Convenience foods

87%

6

Prepared foods

73%

1

Dairy

50%

Alcoholic Beverages

73%

2

Personal care

47%

Sweets and biscuits

72%

3

Fresh or frozen fruits and vegetables 46%

Loose, unpackaged, unbranded cereals 72%

4

Meat and poultry

43%

Convenience foods

71%

5

OTC medications

42%

Crisps and other snack foods

71%

6

Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
Note: Alcohol and Meat & Poultry does not include Egypt, Morocco, Saudi Arabia and UAE. Alcohol also does not include Israel.
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In tough times,
more is better
than less
Price increases are a growing reality for consumers. But there are
ways to drive sales and help consumers cope when prices are rising
but wages are not. How can manufacturers help keep shoppers
coming back when times are tough?
We asked respondents to rank different pricing strategies
manufacturers could use if materials costs for food or personal care
rose substantially.
The most preferred strategies in every region were for manufacturers
to offer larger economy sizes with lower price per use or serving
(cited by 26% of global respondents), followed by introducing new,
smaller pack sizes at lower prices (19%). Reducing existing package
sizes (also called downsizing) was the preference for 15% of global
respondents. Sales and promotional strategies were less important.
And it’s clear that consumers do not want to compromise on quality.
Only 8% of global respondents say they would sacrifice quality to keep
the same price.

Money-crunched consumers
prefer to go big
Global average: Percentage
who ranked action as their most
preferred savings strategy if
prices rose substantially

26%

Offer larger economy
sizes with lower price
per usage or serving

19%

Introduce new,
smaller pack sizes at
lower prices

15%

Modestly reduce
packaging size of
products, but keep price
the same

11%

Raise prices of existing
items proportionately

11%

Offer fewer sales

11%

Offer same number of
sales, but at less of a
savings

8%

Produce slightly lower
quality products, but
keep price the same

Source: Nielsen Global Retail-Growth Strategies
Survey, Q3 2015
Note: Percentage does not equal 100% due to
rounding
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Healthful options
are not simply
“nice to have”
It comes as no surprise that health and wellness is a top priority for
consumers around the world, given that this has registered as important
for some years now. Two-thirds of global respondents (67%) say they
actively seek products with healthful ingredients, 62% say they read
nutritional labels carefully, and 45% believe there are not enough healthful
options available to buy. But are retailers and manufacturers responding
to these needs?

HEALTHFUL options are game changers
Strongly/Somewhat Agree

Neutral

Strongly/Somewhat Disagree
71%

Asia-Pacific

I actively seek
products with
HEALTHFUL
ingredients

55%

Europe

15%

70%

22%

8%

L atin America

70%

22%

8%

65%

Europe

27%
61%

L atin America

62%

Europe
Africa/Middle East

50%

L atin America

47%

North America

42%

16%

23%
22%

47%
43%

9%
20%

23%

61%

North America

11%

26%

54%

Africa/Middle East

Asia-Pacific

23%

65%

Asia-Pacific

There are not
enough HEALTHFUL
options avail able
to buy

30%

6%

Africa/Middle East
North America

I read
nutritional
l abels carefully

23%

37%
35%

16%
17%

15%
22%

32%
33%
32%

18%
20%
26%

Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
Note: Percentages may not equal 100% due to rounding
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Health and wellness isn’t just a nice-to-have benefit for consumers.
It’s a key consideration in both store- and product-selection
decisions. As noted previously, high-quality fresh produce tops the
global list of highly influential store-selection factors. In addition,
in many edible categories—including dairy, cereal, bread, fresh
fruit, meat and seafood—“all-natural ingredients” was one of
the top three factors cited globally as influencers of purchase
decisions, behind price and taste. Respondents in Asia-Pacific are
particularly conscientious about the ingredients in the foods they
consume. Across all 19 categories examined, all-natural and organic
ingredients are rated as more influential in product selection
decisions in Asia-Pacific than globally. Given the importance
consumers place on health and wellness, retailers need to consider
store layouts and offerings that provide easy access to a wide range
of fresh and healthful food.
“Consumers are looking to lead healthier lives, and food
manufacturers and retailers are important partners in consumers’
well-being,” said Matthesen. “For example, many U.S. retailers have
rolled out shelf tags that designate healthier choices among various
types of foods. This is a good start, but nutritional labels and health
information can be confusing for consumers. Retailers need to do
more to help consumers make the selection process easier. And
actions speak loudest. Employing experts who can help educate
store staff and provide counseling for shoppers can help boost sales
and customer satisfaction.”

All-natural ingredients are
increasingly important
Global average: Top five attributes
that influence product purchase
decisions by category type

FRESH FOODS*
Price

36%

Taste

31%

All-natural ingredients

22%

Sales/promotions

19%

Added health benefits
(protein, FIBER, vitamins)

18%

Assortment/selection

18%

PACKAGED FOODS**
Price

32%

Taste

29%

Sales/promotions

19%

All-natural ingredients

18%

Brand name

18%

BEVERAGES***
Price

31%

Taste

25%

Brand name

21%

Sales/promotions

17%

Assortment/Selection

13%

Convenience

13%

Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
*Average of the scores for six product categories: Fresh fruits
and vegetables, dairy, bread and bakery, meat and poultry, fish
and seafood, and prepared meals
**Average of the scores for seven product categories: Packaged
foods, canned fruits and vegetables, breakfast cereals, loose
cereals, sweets, crisps and snacks, and convenience foods
***Average of the scores for three product categories:
Carbonated soft drinks, bottled water, and alcoholic beverages

14

Think Smaller for Big Growth

Cater to
convenience
With life moving at hyperspeed, consumers crave convenience for
everything from choosing the stores they shop in to buying the foods
they eat. Fifty-six percent of global respondents say a convenient
location is highly influential in their decision to shop at a particular
retailer. Forty-five percent of global respondents say their store selection
decision is highly influenced by an organized layout that makes it easy
to shop; slightly fewer identify the ability to get in and out quickly (43%)
or fast checkout (41%) as highly influential. These attributes are more
influential in Latin America and Africa/Middle East than globally.
This convenience mind-set has clear implications for consumers’ eating
habits—and for grocery retailers. On-the-go consumers are eating fewer
meals at home and instead looking for convenient meal solutions that fit
into their daily routines. The U.S. market is a prime example of how the
convenience trend is transforming what and where food is purchased.
According to data from the U.S. Commerce Department, spending at
restaurants and bars eclipsed that at grocery stores for the first time
ever in March 2015. And data from Nielsen Perishables Group in the
U.S. suggests that, even in grocery stores, shoppers are increasingly
choosing meals and meal components over ingredients. Deli-prepared
foods, such as soups, sushi and pizza, are doing particularly well, with
value sales rising 7% over the 52 weeks ending February 2016. Having
a variety of freshly prepared foods is a highly influential store-selection
factor for 40% of global respondents, while only 15% say it has no
influence on where they shop.
“Affordable, quality meal options and in-store dining experiences can
be an important differentiator for where consumers decide to shop,”
said Matthesen. “Competition in this space is extremely tough, however,
as retailers must contend with not only their fellow grocers and
restaurants, but new entrants such as meal delivery services that send
meal ingredients, in premeasured proportions, straight to consumers’
doorsteps. To stand apart, retailers must identify and focus on unmet
needs or underserved consumer segments, such as the premium
segment, health-conscious shoppers, or seniors and small households.
And they should highlight these benefits in their marketing efforts—for
example, with in-store tastings and endcap displays or by highlighting
the meal of the week in weekly circulars.”
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Consumers want convenience, speed and friendly service
Percentage who say attribute is highly influential on their decision
to shop at a particular retailer

51%

44%

41%

45%

39%

46%

47%

43%
43%

51%

43%

The store’s personnel
are friendly &
knowledgeable

40%

40%

The store makes it easy
for me to get in and get
out quickly

38%

The store has an
organized l ayout that
makes it easy to shop

44%

49%

49%
38%

43%

The store is a
convenient
location for me

North America

50%

L atin America

56%

Africa/Middle East

59%

55%

56%

Europe

56%

Asia-Pacific

The store has short
checkout lines/fast
checkout
Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
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Supply meets
specific demand
The concept of supply and demand is simple to understand yet can
be difficult to achieve—especially when consumer choice is seemingly
limitless and demand for specific products is greater than ever at the
same time. But assortment is one of the top three influential reasons
why consumers pick a particular store to shop. In fact, more than half
of global respondents (54%) say their store-selection decision is highly
influenced by whether the store has the products they want regularly
in stock, and slightly fewer (50%) say they shop at a particular retailer
because the store carries the food and nonfood items they want. Both
of these attributes are rated as more influential in North America than
globally. In addition, nearly four in 10 global respondents (38%) say they
shop at a particular retailer because it is the only store that carries what
they want. Once again, this is more influential in North America (44%)
than globally.
Carrying the right selection of products, however, is a careful balancing
act, as consumers are looking for more than just their favorite go-to
products. Fifty-one percent of global respondents say they often try new
brands because they like variety and get bored with the same old things.
This sentiment is particularly strong in Latin America (56%), while
Europe trails the global average (42%). But sometimes more is simply
too much. For example, respondents in Africa/Middle East and AsiaPacific are more likely to believe there are too many choices on store
shelves (60% and 58%, respectively) than those in Europe (44%) and
North America (41%).
“Done right, assortment can help drive growth, but as consumers
demand hyper-localization, retailers need to rethink existing strategies,”
said Matthesen. “Assortment decisions need to be guided more by the
shopping mission and consumer demand. That is, retailers must shift
from a push to a pull approach by making it easier for consumers with
different missions to fulfill their trip purpose. It’s hard to be everything
to everyone, but you can enhance ‘shopability’ by moving essentials to
the front of the store to better serve quick-trip, grab-and-go shoppers.”
Retailers can reduce seemingly infinite choices by carefully curating
selections based on consumers’ interests and previous purchasing
behaviors. This practice is relatively common online (though there is
certainly room for improvement), but retailers need to do a better job
of leveraging digital tools such as beacons or interactive screens to
guide consumers to relevant categories or products and elicit desired
shopping behaviors in store.

Copyright © 2016 The Nielsen Company

17

Product avail abilit y is Particul arly important in North America
Percentage who say attribute is highly influential on their decision
to shop at a particular retailer

62%
49%

51%

43%

41%

39%

The store has a variet y of
freshly prepared foods

59%

51%

56%

The store has the
products I want and they
are regul arly in stock

44%

34%

39%

33%

The store has a high
qualit y meat department

39%

38%

41%

42%

36%

The store carries the
food and non-food
items that I need

43%

North America

57%
45%

52%

54%

47%

The store has high
qualit y fresh produce

L atin America

51%

58%

66%

Africa/Middle East

54%

58%

Europe

54%

Asia-Pacific

It’s the only store that
carries what I want

Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
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Proximit y
retailing: Buying
big or basic
Trip purpose largely depends on where you live. If you live in a
developed market in North America and Europe, stock-up trips are the
primary reason for shopping—by a wide margin. Fifty-five percent of
North American respondents say they’re shopping primarily to stock
up on food and household essentials, 40 percentage points above the
next-closest option (buying a few essentials). In Europe, the gap is 20
percentage points (41% are stocking up, while 21% are making a quick
trip to fill an immediate need).
In the largely developing markets of Latin America, Asia-Pacific and
Africa/Middle East, the reasons for shopping are mixed. In all three
regions, the largest percentage say they’re shopping for a few essential
items (33%, 31% and 30%, respectively), but nearly as many (29%, 24%
and 28%, respectively) say they’re stocking up.
These differences are driven in part by differences in household storage
space, transportation access and income. Europe and North America
have some of the highest average household incomes in the world, and
many consumers in these regions can afford to stock up on household
essentials, can transport the purchases with ease and have ample
capacity for storage, while consumers in developing markets typically
shop for the day, buying the products that are absolutely essential.
“The ideal format depends on the shoppers’ mission and their
preferences, and retailer flexibility is critical,” said Matthesen. “Store
formats aren’t shopped the same way; there is significant variation even
within similarly sized formats. Therefore, retailers must understand
which attributes are considered essential for each format and excel in
delivering on those that drive equity. Once they’ve mastered the basics,
they can strive for differentiation. And as consumers’ needs change,
retailers must reevaluate and reinvent to stay relevant.”

Copyright © 2016 The Nielsen Company
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Are we Stocking up or buying basics?
Percentage that selected response as the ONE primary reason
for the GROCERY shopping trip
To stock up on food or household essentials
To buy a few essential items
To buy something I have run out of and make a quick trip
To buy a prepared meal or ingredients to prepare a meal for today
To buy an item that was advertised in the shop’s weekly ad circular
To buy a non-food item(s)
Other

Asia-Pacific

6%

4% 2%

Europe
5%

24%

Africa/Middle East

2%3%

6%
6%

7%

12%

5%
28%

8%

41%
21%
22%

18%

31%

30%

19%

Latin America

7%

North America

4% 3%

8%
29%

7%

2%

9%
10%
55%

15%
15%
33%
Source: Nielsen Global Retail-Growth Strategies Survey, Q3 2015
Note: Percentages may not equal 100% due to rounding
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Find pockets
of unsatisfied
demand
Consumers are never satisfied with the status quo, as the growth
of niche retailing options and premium product offerings clearly
demonstrates. The way to stay relevant and connected to ever-changing
consumer demand is to continually listen, learn and adapt to provide
the products and services that will keep consumers satisfied and coming
back time after time. Not all in-store services are equally valued, so
understanding where there are pockets of unsatisfied demand can help
build the services that consumers want.
Which ones are most popular with consumers?
Globally, the in-store services most widely available and used are
convenient options that cater to on-the-go lifestyles. Roughly four in
10 global respondents say they use in-store banking (42%), fast food
(40%), prepared food (40%) or pharmacy (39%) services. In addition,
36% say they use in-store coffee services. And about one-fifth of
consumers would use these services if they were available.
Other services that are less widely available and used—such as cooking
classes (17%), health clinics (27%), beauty care (27%) and postal
services (29%)—have strong potential. About one in four respondents
say they would use these services if they were available.
“Offering multiple functions under one roof is smart as the addition of
new in-store services may help draw consumers in, prolong their time
spent in store and encourage repeat visits,” said Matthesen. “And they
may help retailers maximize returns on their real-estate investments as
they will likely have excess square feet. In some cases, however, it may
be better for retailers to partner with an expert to provide these services
rather than try to do it themselves.”

Copyright © 2016 The Nielsen Company
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The
on-demand
economy
While the retail landscape has experienced enormous change in just a
decade, we’re likely just getting started. In most markets, connected
commerce has had a small impact on fast-moving consumer goods (FMCG)
sales to date, but the implications are already huge. While connected
commerce is not the subject of this report, it is too important to leave out
entirely.
The internet has given shoppers access to the largest store in the world, and
technology and big data are creating opportunities to provide more relevant,
personalized product recommendations—in real time—based on insights
about consumer preferences, behaviors and location. The digital revolution
is even creating new forms of commerce. The on-demand economy allows
consumers to order just about anything with their mobile devices. Some
manufacturers and retailers have rolled out mass-customization options that
allow consumers to create their own unique products and experiences for
shoes and suits, bicycles and candy. And subscription services—for products
as varied as razors, cosmetics and meal kits—deliver products right to
consumers’ doors at specified times.
Connected commerce, however, should not be viewed as an extension of the
brick-and-mortar store. Rather, it’s a new model with different cost drivers
and a different value proposition for the shopper. As such, it requires a
reimagining of right-time, right-place and right-product strategies. Shoppers
are incorporating digital touch points along the entire path to purchase,
from reviewing products online at home to using smartphones as personal
shopping assistants in the store. This is already having implications for
physical stores, as shoppers’ expectation levels have fundamentally changed,
and this rate of change will only increase. There is no doubt: The future of
retail is connected, but most important is the ability to leverage the right
blend of online and offline strategies to fill unsatisfied pockets of demand.
Nielsen’s recent Connected Commerce Report details strategies for success.
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Ultimately, success
isn’t just about
technology or a
particular store
format; success is
about knowing what
consumers want,
need and expect—even
before they know
it,” said Matthesen.
“It’s not easy, but
it’s achievable. It
requires a sharp
focus on consumers’
expectations as they
evolve, and a nimble
and flexible approach
that keeps pace.
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Navigating
the new retail
l andscape
The only constant in the retail environment is change. As retailers
consider where to go from here, there are a few truths to keep in mind.
•

Differentiation and a focus on the consumer will drive growth. The
retail landscape is incredibly crowded, and technology has given
consumers access to more information and greater power over the
shopping experience than ever before. Retailers must give shoppers
a reason to choose them over their competitors, and it can’t just
be about price. To differentiate, retailers must evolve and change
with the need states of their customers—whether it’s a digital tool
that makes shopping easier or more convenient or a staff with deep
expertise that can help consumers select the best product for their
lifestyle and preferences. And this process must be ongoing, with
retailers continuously monitoring and adjusting to evolving needs.

•

Thinking small can yield big rewards. Consumers are dictating how,
when and where they shop. And they’re increasingly looking for
control not just over the shopping experience, but over the features
of the products and services, too. We’ve already seen some brands
experiment with mass personalization for shoes, computers and
other products. In the future, we may see consumers more directly
involved in the product development and innovation process as
some brands rely on crowdsourcing and cocreation to add value,
differentiate themselves and engender loyalty. Greater localization
is also likely in terms of how retailers communicate with and market
to consumers. Retailers can now leverage vast amounts of data
to tailor recommendations and provide more relevant advertising
and offers—delivered in real time—based on consumers’ past
purchasing behavior, their preferences and the shopping occasion.

Copyright © 2016 The Nielsen Company
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•

The role of the physical store will change. Stores aren’t going
to disappear any time soon, but they will undergo a dramatic
transformation as e-commerce grows and shopper expectations
change. Retailers need to consider what role physical stores will
play in their omnichannel strategy and how they can use them
to strengthen their offerings and deliver value each trip. Some of
the key questions brick-and-mortar retailers need to contemplate
include the following:
• How will we operate in a hyperlocalized world?
• How do we create a meaningful connection with our shoppers?
What services or experiences can we provide to differentiate
ourselves and make consumers want our brand versus just
fulfilling a need?
• Am I maximizing return on my real-estate investment, or do I
need to reassess (and possibly reduce) my footprint?
• Will our children or grandchildren find it customary to wait in
line to pay?
• How does the level of service provided in store compare with
the levels provided online?
• How can we match the abundance of choice available online
without the burden of inventories?
• Should stores become pickup points for all e-commerce
deliveries?
• How will we operate with complete price transparency, given
consumers’ increased access to information?

•

Analytics can enable growth. Big data has enormous implications
for marketers, but its potential goes beyond providing relevant ads
and offers. It has the power to help retailers solve their biggest
business problems and identify promising opportunities. Winning
retailers leverage advanced analytics and invest significant human
and financial capital in these capabilities, using data to optimize
assortment, inventory and supply chains and to make pricing
decisions that reduce costs and maximize profits in real time.
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Countries in the Global Survey
Asia-Pacific
Market

Africa/
Middle East

Europe
Internet
Penetration

Market

Internet
Penetration

MARKET

INTERNET
PENETRATION

Australia

93%

Austria

83%

Egypt

55%

China

50%

Belgium

85%

Morocco

61%

Hong Kong

81%

Bulgaria

57%

Pakistan

15%

India

30%

Croatia

75%

Saudi Arabia

66%

Indonesia

31%

Czech Republic

80%

South Africa

49%

Japan

91%

Denmark

96%

Estonia

84%

United Arab
Emirates

93%

Finland

94%

France

84%

Germany

88%

Greece

63%

Hungary

76%

Ireland

83%

Israel

75%

Canada

95%

Italy

62%

United States

87%

Latvia

82%

Lithuania

82%

Netherlands

96%

Norway

96%

Poland

68%

Malaysia

68%

New Zealand

94%

Philippines

43%

Singapore

82%

South Korea

92%

Taiwan

84%

Thailand

56%

Vietnam

50%

Latin
America
MARKET

INTERNET
PENETRATION

Portugal

68%

Argentina

80%

Romania

56%

Brazil

58%

Russia

71%

Chile

72%

Serbia

66%

Colombia

59%

Slovakia

83%

Mexico

49%

Slovenia

73%

Peru

53%

Spain

77%

Venezuela

62%

Sweden

95%

Switzerland

87%

Turkey

60%

United Kingdom

92%

Ukraine

43%

North
America
MARKET

INTERNET
PENETRATION

Source: Miniwatts Marketing, Internet World Stats, Nov. 30, 2015, www.internetworldstats.com
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About the Nielsen Global Survey
The Nielsen Global Retail-Growth Strategies Survey was conducted Aug.
10–Sept. 4, 2015, and polled more than 30,000 online consumers in 61
countries throughout Asia-Pacific, Europe, Latin America, the Middle
East/Africa and North America. The sample includes Internet users who
agreed to participate in this survey and has quotas based on age and sex
for each country. It is weighted to be representative of Internet consumers
by country. Because the sample is based on those who agreed to
participate, no estimates of theoretical sampling error can be calculated.
However, a probability sample of equivalent size would have a margin
of error of ±0.6% at the global level. This Nielsen survey is based only
on the behavior of respondents with online access. Internet penetration
rates vary by country. Nielsen uses a minimum reporting standard of
60% Internet penetration or an online population of 10 million for survey
inclusion.

About Nielsen
Nielsen Holdings plc (NYSE: NLSN) is a global performance management
company that provides a comprehensive understanding of what
consumers watch and buy. Nielsen’s Watch segment provides media
and advertising clients with Total Audience measurement services for
all devices on which content — video, audio and text — is consumed.
The Buy segment offers consumer packaged goods manufacturers
and retailers the industry’s only global view of retail performance
measurement. By integrating information from its Watch and Buy
segments and other data sources, Nielsen also provides its clients with
analytics that help improve performance. Nielsen, an S&P 500 company,
has operations in over 100 countries, covering more than 90% of the
world’s population.
For more information, visit www.nielsen.com.
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the Nielsen logo are trademarks or registered trademarks of CZT/ACN
Trademarks, L.L.C. Other product and service names are trademarks or
registered trademarks of their respective companies.16/10048
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