
B U S I N E S S - M A R K E T I N G 

Peter Huskins 
Director 

A pioneer In shopper 
marketing and a 
passionate retali 
practitioner, speaker 
and trainer, Peter Is 
the founder and co-
director of Shopabllity, 
providing shopper and 
consumer research 
and Insights, channel/ 
category and business 
strategy development 
as well as capability 
and skills training 
to both retailers and 
suppliers in the FMCG 
Industry. Peter Is widely 
known and respected 
in the Australian FMCG 
Industry and, along 
with his Melbourne-
based business partner 
John Day, has worked 
with many blue chip 
companies, helping to 
grow their businesses 
in Australia and 
Internationally. 

About Shopability 

Whether you're 
a manufacturer, 
wholesaler or a retailer, 
our team brings you 
best-practice know-
how in a spirit of 
collaboration. 
We provide you 
with solid insights 
and future-focused 
strategies that 
are realistic and 
commercial. We 
help you to trial and 
roll out, as well as 
measure your success 
and build capability in 
your people, processes 
and systems to equip 
you for growth. 
Feel free to give either 
Peter or John a call to 
talk about how we can 
help you grow your 
business. 
Contact Peter: 
0412 574 793 
peter@shop-ablllty. 
com.au 
Contact John: 
0418 992 121 
john@shop-abillty. 
com.au 
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FMCG evolving into a more 
competitive landscape 
Coles emerges f r o m hibernation, the dominant Woolworths machine gets the speed wobbles and IGA 

continues to have an identi ty crisis. The new k i d o n the block, AUDI, continues to leverage its extended 

h o n e y m o o n per iod as it prepares to open i n SA and WA, and persistent rumours still do the rounds 

about another hard discounter, Lidl , opening an Australian office - n o w that w i l l spice things u p . 

According to a recent article, 
the hard-discounter share in 

Australia will potentially be capped 
at around 20 per cent, which is the 
experience in the UK and Europe 
where both of these hard-discounter 
brands plus another, Netto, compete 
for that price-driven dollar. Coles 
seems to have adapted to life with 
ALDI, but Woolworths and IGA are 
struggling to discover and implement 
their own formula for success. 

It's an interesting conundrum to 
consider, as part of Woolworths' 
strength is based on a network of 
high-turnover stores and one of 
IGAs strengths is the high number 
of stores across its network. Both 
are under intense pressure as the 
basic strategic position of both is 
challenged by a narrow, aggressively 
priced and marketed, predominantly 
private label offer that, at this stage, 
is second to none. 

The strong momentum of Coles 
and ALDI over both Woolworths 
and Metcash is demonstrated in the 
latest instalment of findings based 
on results from our survey of 1,400 
Australian consumers. 

Mr and Mrs Australia have again 
voted on their supermarkets, 
and what is clear is that Coles has 
accelerated the momentum evident 
from previous survey instalments. 
Not only has it made some 
significant improvements in the way 
consumers perceive it, but the chain 
is also receiving a higher proportion 
of people's supermarket spending. 
ALDI, too, received strong support, 
both in customer perceptions and 
expenditure. 

The Metcash-supplied IGA 
banner has demonstrated some 
modest improvements in customer 
perceptions relative to 2013, but 
this is not translating into any 
improvement in spending. 

In stark contrast to the success of 
Coles and ALDI, Woolworths has 
taken a dramatic turn for the worse. 
Not only has it lost ground on key 
measures of customer perceptions, 
but the fall from grace has been 
broad-based, with the votes for 
its range, loyalty and fresh food 
retreating significantly. Consumers 
are also allocating fewer supermarket 
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dollars towards the chain. 
We again asked Australians which 

supermarket chain they most 
associated with a list of eight key 
attributes. Each represented a 
positive factor and respondents could 
choose only one retailer for each 
characteristic. We designed this set 
of questions to identify perceptions 
towards each retailer. 

After scoring highest or equal 
highest on six of the eight attributes 
just two years ago, Woolworths has 
gone backwards on each of the 
eight and now leads on only two: 
'best range to choose from' and 
'quality fresh food'. Conversely, Coles 
improved in seven of the eight and 
now scores best i n five attributes, 
compared with only two in 2013. 

Outcomes for IGA were a mixed bag, 
wi th gains on three attributes, losses 
on three and steady results on two. 
ALDI performed strongly with gains 
on six attributes, and continues to win 
on best prices. 

Compared wi th the results of the 
previous survey in 2013, the data on 
a national basis makes it clear that 
Coles is the big winner, increasing 
its average score by 2.3 percentage 
points to 38.1 per cent. ALDI and IGA/ 
Foodland also improved, by 1.1 and 
0.4 points, respectively. At the other 
end of the spectrum, Woolworths is 
the clear loser, with its average score 
declining by 3.3 points. 

Next we step through the changes 
from 2013 to 2015 in the level of 
association for each of the eight 
attributes. We believe this gives an 
excellent sense of momentum for 
each retailer across these key drivers 
of store choice and spending. 

Best prices: Down, Down' trumps 
Cheap, Cheap' 
Following on from the annoying 

but very effective D o w n , Down' 
campaign, Coles has continued to 
improve price perceptions among 
consumers, moving to 30.6 per cent 
and surpassing Woolworths (27.5 per 
cent). Clearly Woolworths' 'Cheap, 
Cheap' program has failed as a 
response. 

ALDI has lifted its score slightly and 
remains the price leader, albeit wi th a 
smaller lead than previous years. 

Coles' narrowing gap with ALDI 
reflects its continued focus on 
communicating value to consumers, 
wi th the net effect weakening ALDI's 
key point of difference. That said, 
in just the regions in which ALDI 
competes (NSW ACT, Queensland 
and Victoria), the discounter still 
enjoys a significant gap over the other 
operators. 

To page 60 • 
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David Thomas 
Head of Australian 
Consumer Research 
CLSA 

David brings 16 years 
of experience In the 
finance arena to CLSA. 
He worked at Coopers 
& Lybrand before 
joining Macquarle 
Bank's equity research 
team covering the 
consumer companies. 
He subsequently 
took lead coverage of 
the developers and 
contractors sector. 
Shortly after joining 
the Morgan Stanley 
research team in 
2000, David was rated 
number one In the 
Greenwich Survey. In 
2004, he moved to 
London with Morgan 
Stanley to head up 
the pan-European 
consumer specialist 
sales team, then joined 
a start-up technology 
company In 2008 as 
finance director before 
returning to Australia 
In 2010. 
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Richard Barwick 
Consumer Analyst 
CLSA 

Richard has been 
working In equity 
research for the past 
seven years, focused 
on the Australian 
consumer sector. 
With roles at UBS and 
Morgan Stanley, he 
brings a vast amount 
of experience to the 
team. Prior to joining 
the investment banking 
Industry, Richard 
worked for market 
research agencies 
Colmar Brunton in 
Sydney and Research 
International In London. 
Both roles focused on 
gaining and analysing 
direct shopper Insights. 
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• From page 59 

Best range to choose from: Woolworths 
clings to its lead 

Best range remains a relative 
strength for Woolworths, but is clearly less 
so than demonstrated in the 2013 survey 
The five-percentage-point fall is a significant 
retracement in what had been a key point of 
difference for Woolworths, and the advantage 
to Coles is now just 0.9 points compared with a 
huge 10.9 points less than two years ago. 

We previously cautioned investors on this 
exact issue, given Woolworths management's 
indications that it would streamline its 
supermarket range as it attempted to double 
sales in private label. 

Perhaps the real surprise is that Coles has 
gained significant ground on this attribute 
despite also reducing its overall SKU count. 
Shoppers' belief that the Coles range is 
relatively better, despite having fewer products 
to choose from, seems counterintuitive. 
However, our shopper research experience 
suggests consumers can believe the range 
has expanded if they find it easier to f ind the 
products they want and/or 'discover' new 
products to choose from. 

Quality fresh food: Woolworths still the 'fresh 
food people' (just) 

'Quality fresh food' also remains a relative 
strength for Woolworths, but all other players 
have materially narrowed the gap. This is 
significant for Coles, because we see fresh 
food as a critical driver of sales per square 
metre and margin expansion. Similarly, 
Metcash has detailed that stores w i t h a fresh 
mix over 30 per cent of total sales have 35-40 
per cent higher sales productivity across the 
entire store. 

The decline in leadership on this attribute for 
Woolworths follows on from a drop in 2013. 
This is something the self-proclaimed 'fresh 
food people' wil l need to watch very closely. 

Nice place to shop: growing comfort 
with ALDI 

Being a 'nice place to shop' is another 
metric on which Woolworths is 
demonstrating deteriorating momentum 
relative to its competitors. We believe this 
reflects underinvestment in in-store staff 
by Woolworths management, leading to 
increased out-of-stocks and longer queuing 
times at the check-out. 

While Coles improved slightly on this metric, 
interestingly it is ALDI that gained the most by 
rising three points. We believe this may stem 
from rising familiarity wi th the product range 
and store layout among shoppers. 

Most convenient location: the locals 
like IGA more 

The ongoing rollout of ALDI stores and 
the success of IGA's 'How the locals like i t ' 
advertising campaign have been instrumental 
to both groups, improving their scores on best 
location. The 3.5-point increase to 17.9 per 
cent was the strongest attribute result for IGA. 

The ALDI and IGA gains have come mostly at 

Retailer association: best loyalty 
scheme - national 
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the expense of Woolworths. This is worrying 
and frustrating for Woolworths given its 
aggressive store-rollout program over recent 
years - in which it has added an impressive 82 
supermarkets or 9.4 per cent on its FY12 base. 
Perhaps this indicates overall frustration with 
the market leader. 

Coles posted a small decline (0.7 points) 
relative to 2013 and it's worth noting that 'most 
convenient location' was the only attribute in 
which Coles went backwards in 2015. 

Best service: slipping at Woolworths 
The 'best service' attribute is another in which 

Woolworths went backwards and all other 
competitors gained. Similar to the 'nice-place-
to-shop' outcome, we believe this reflects 
Woolworths' underinvestment in in-store staff. 

Coles was already leading on best service in 
2013 and has extended its lead slightly, up 0.4 
points to 38.6 per cent. ALDI's improvement is 
further evidence of customers gaining comfort 
with the offer. 

Best loyalty scheme: Coles bounds ahead 
In a dramatic turnaround from the 2013 

result, Woolworths has lost its lead in having 
the 'best loyalty scheme'. Its decline of 4.9 
points was more than offset by Coles' gain of 
5.6 points. This means Coles is now clearly 
leading on this attribute, w i t h 45.6 per cent 
versus Woolworths' 38.5 per cent. 

'Best loyalty scheme' stands out as the 
attribute in which the majors have the clearest 
lead over both IGA and ALDI. For ALDI, this 
was expected, because it doesn't operate 
a formal shopper loyalty scheme, which is 
unlikely to change given its business model. 

Metcash also does not offer a meaningful 

loyalty-card scheme and we see this as a key 
weakness for the group. We acknowledge 
the existence of the IGA Community Chest 
card, that allows shoppers to nominate local 
charities to receive a port ion of funds provided 
by each store, but this is not set up to deliver 
data-driven shopper insights. 

Loyalty cards have grown in importance, with 
Coles and Woolworths becoming increasingly 
sophisticated through the use of data and 
application of insights derived from information 
captured on their cards. This enables very 
targeted offers to be presented to consumers in 
order to change spending behaviour. 

Best-value private label: Coles takes 
the lead 

Similar to the change in perceptions 
towards 'best prices', Coles stands out as the 
winner o n 'best-value private label', rising by 
2.9 points to 36.8 per cent. Woolworths, in 
contrast, has gone backwards by almost one 
point to 35 6 per cent, implying Coles has 
taken the lead on this attribute for the first 
t ime. 

The weaker result by IGA is disappointing 
for Metcash given the Price Match program 
being implemented, in which the retail 
prices for much of the private-label range 
have been significantly reduced to be on 
par w i t h competi tor products. That said, we 
believe Price Match has been only slowly 
adopted by retailers and the t iming of the 
survey may have been too early to see the 
ful l benefit of the program. 

So the tribe has spoken. It wil l be 
fascinating to watch h o w Woolworths and 
the Metcash-supplied IGA banner wi l l 
respond. • 
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