Feb 06

Are UK
supermarket
brands fit
enough to
stretch into
new territory?
Stuart Whitwell
gives them a
New Year health
and wellbeing
examination
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Waitrose B0%
Tesco 53%
Somerfield 51%
Morrisons aT%
Asda 34%

Whos got elastic?

Intangible Business research rates relative capability to
axtand. 100% implies an extremely strong ability and 0%
means no ability. This is based on a number of measures
such as market share, available products, price, quality,
financial information and measures of brand strength.
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THUM market

fits own,

With profits of more than £2bn
on tumnover of £34bn in 2005 - a
y market share double that of its

nearest rival - and with twice as
many stores as its nearzst competitor, Tesco is
clearly the market leader. It offers 90% of the total
products and services currently available through
supermarkets and has developed a
comprehensive segmertation with an economy,
value, premium range and everything in-between,
above and around. The brand has already
extended into complementary sectors such as
telecoms, gardening, firance, petrol and even
legal advice. Tesco's ablility to expand further,
therefore, may not be as strong as its competitors
-~ though it may take a while for them to cateh up.

Tesco's brand has been successfully built up
around a very simple proposition that all
employees, most customers and the majority of
nan-customers can repeat: ‘Every fittle helps.’
This modest, almost seli-depracating, identity
belies its true size. Its inslusive brand positioning
= alienating no-one and atering for all - stands it
in good stead for continued expansion. Intangible
Business research ratesits relative capability to
extend as 53%. Tesco has already extended into
S0 many different sectors and its ability to
continue with this success is positive.

MORRISONS

e

Moaorrisens has struggled ta
integrate Saleway stores (nto its

vl portfolio successfully, Some
ﬂ Safeway customers,
disenchanted with store conversions and the
replacemen of premium products in favour of
Marmsans products, have migrated to competitors
such as Sainsbury and Waitrasa. Atthough its
distribution channel more than doubled with the
acquisition, the brand's ability 1o attract new
customers has not kept pace. The brand s still
deemed slightly downmarket. Its harsh black and
yellow colours do nothing to engage with its
audience and consequently its ability for brand
extension is limited, at anly 47%.

SOMERFIELD

! J.' Somerfield }sin_a'shl}[ar

| predicament to Merrisons.
P Somerfield orly stocks 19% of

fmaars M the fotal product and service

categories available through the supermarkets,
concentrating primarily on its core grocery and
fmeg products. Although Somerfield appears to
be trying to counter its downmarket positioning
with the Market Fresh store initiative, it could
struggle 1o reposition itself in the premium
segment. I itis able to do so, Somerfield has a
51% ability to extend inte other sectors.

i Audnisjue‘tahmﬂh&ﬂghgmh
- - second slot in the size leagus
m but has the lowest ability fo
extend into markets such as
home furnishings of all the supermarkets, at just
34%. Its main barrier to entry is price positioning

| and brand perceptions. Consumers lacking for

value home furnishings are likely to tumn to
Tesco's value range or supermarket brands with
greater percefved quality such as Waitrose or
Sainsbury. Retailers with a low price positioning
will struggle to compete in high margin product
sectors where quality is regarded as more impor-
tant than price.

SAINSBURY

Sainsbury is the most
i, established brand, having been

a high street stalwart since

1869. It may have suffered in
recent years but if the product offers match the
brand promise and meet consumer axpectations,
it has strong permission to extend into sectors
such as home furnishings. The Sainsbury brand is
pasitioned at the upper end of the market, with
advertising emphasising quality. Orange,
Sainsbury’s corporate colour, is very warming and
inviting, combining the physical stimulation of red

| and the mental stimulation of yellow. Sainsbury's

'WAITROSE

branding lets it charge a premium for it products
and thereforz its ability to extend into high margin
areas, such as home furnishings, is high, at 71%.
If its logistics and operaticns can be improved 1o
match the consumers' expectztions of the brand,
its glory days may yet raturn,

Although the smallest, Waitrose
has the greatsst extension
capatility at 80%. It has one
B L probiem though — John Lewis.
Given free access, the Waitrose brand is well
positioned to extend beyond groceries, This is
largely all it does - with smal exceptions such as
internet access and petrol. It only provides 199 of
the products and services available through the
supermarket channel. The Waitrose brand enables
i to charga a premium for its products and its 168

| stores are in areas with affluent footfall, Its brand
| Is therefore perfecily positionad to enter markets

such as gardening, homa furnishings and DIY. It
also has the purchasing and logistics knowledge
of John Lewis but the potential cannibalisation
issue appears to have defeated the potentia
benefits of such a strategy. Walirose's relationship
with John Lewis is potantially stunting its growth
when it should be embraced. There is clear,
dormant consumer appetite for the Waitrose
brand and It has the gractest ability to grow.
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