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CHAPTER 2: RESEARCH CONTEXT 

2.1  Introduction 

This chapter provides an overview of the research context: the business environment 

in the FMCG industry, and food and drinks sectors. It moves on to explore how the 

current environment contributes to the importance of packaging, and the significance 

of packaging innovations in the sector. Finally, detail on the packaging industry and 

its significance to the study is provided. 

 

2.2 Business Environment: FMCG Industry, Food and 

Drinks Sectors 
2.2.1  FMCG Industry 
The FMCG industry is an industry of considerable size and key importance within the 

UK economy: employing 3.2 million people, responsible for £125bn of consumer 

expenditure, and accounting for around 8% of Gross Domestic Product (GDP) 

(Bourlakis and Weightman, 2004). The industry can be defined as being involved in 

the production and sales of low priced items, used within a single or limited number 

of consumption occasions (Baron et al., 1991). It can be classified as a process 

industry; hence, it has a number of specific characteristics (Table 2.1). Particularly 

notable are low cost per product, high volumes, and high capital intensity. This 

results in a focus on cost minimisation, with changes considered only infrequently 

due to the high cost and long pay back period, as well as the potential impact on 

efficiency and unit costs. 
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Table 2.1: Differences between Process Industries and Discreet Industries (Adapted 

from Ashayeri and Teelen, 2004, p. 3) 

 Process Industries Discreet Industries 
Relationship with the market 
Product type 
Product assortment 
Demand per product 
Cost per product 
Order winners 
 
Transporting costs 
New product 

 
Commodity  
Narrow 
High 
Low 
Price 
Delivery guarantee 
High 
Few 

 
Custom 
Broad 
Low 
High 
Speed of delivery 
Product features 
Low 
Many 

The production process 
Routings 
Lay-out 
Flexibility 
Production equipment 
Labour intensity 
Capital intensity 
Changeover times 
Work in progress 
Volumes 

 
Fixed 
By product 
Low 
Specialised 
Low 
High 
High 
Low 
High 

 
Variable 
By function 
High 
Universal 
High 
Low 
Low 
High 
Low 

Quality 
Environmental demands 
Danger 
Quality management 

 
Yes 
Sometimes 
Sometimes long 

 
Hardly 
Almost never 
Short 

Planning and control 
Production 
Long-term planning 
Short-term planning 
Starting point planning 
Material flow 
Yield variability 
Explosion via 
By and Co-products 
Lot tracing 

 
To stock 
Capacity 
Utilisation capacity 
Availability capacity 
Divergent + convergent 
Sometimes high 
Recipes 
Sometimes 
Mostly necessary 

 
To order 
Product design 
Utilisation personnel 
Availability material 
Convergent 
Mostly low 
Bill of material 
Not 
Mostly not necessary 

 

 

The FMCG industry itself is divided into three main product sectors: food, beverage, 

and household (KeyNote, 2006). This study primarily focuses on the food and drinks 

sectors, which are of considerable size and importance, and play an essential 

economic and social role, serving the 60.9 billion inhabitants of the UK (Office for 

National Statistics, 2008), who spend over £106 billion (incl. VAT) each year on food, 

drink and tobacco (Office for National Statistics, 2008), which equates to around 

£1,750 per capita. The following section breaks these sectors down further, providing 

more detail on their size. 

 

2.2.2  Food and Drinks (Beverages) Sectors 
The food and beverages sectors represent the largest two sectors of the FMCG 

industry. To provide an overview and indication of their significance: 
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• The food sector represents £62.5billion in the UK (Keynote, 2010)  

• Sales of alcoholic drinks were estimated to total £44.4billion in 2010 

(Euromonitor International Report on Alcoholic Drinks in the UK, Industry 

Overview, 7th Dec 2010) 

• The British Soft Drinks Association (BSDA)’s own report took a 

comprehensive view of the market, resulting in a valuation at retail prices of 

£12.8billion in 2006 (estimated by Key Note to have reached approximately 

£13.5billion in 2007) 

• More recently, Euromonitor estimated the soft drinks market at £8.3billion off-

trade, £4.3billion on-trade (Euromonitor International Report on Soft Drinks in 

the UK, Industry Overview, 16th Feb 2011) 

 

The drinks market includes both alcoholic (beers, wine and spirits), and non-alcoholic 

drinks (including carbonated drinks, juices, and non carbonated drinks). In the case 

of the latter, Euromonitor breaks this down further into both hot and cold drinks. 

 

Focusing on the food sector, Table 2.2 provides figures on the spread of spending on 

different products. These figures are not purely focused on food and drinks products 

sold through retailers, but also incorporate products sold through other outlets. 

Overall, these sectors account for 7% of Gross Value Added (GVA), and provide 

employment to 3.7 million people: representing around 14 percent of total 

employment. Cited in Mintel (Food Industry Report, 2010), Table 2.3 provides further 

figures on the food sector, from a more recent but less detailed report by Keynote. 
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Table 2.2: Consumer expenditure on Food and Drink by sector 2002-2007 (£m at 

rsp) at current prices (Adapted from: Consumer Trends, 2008, National Statistics 

website) 

 2002 2003 2004 2005 2006 2007 
Change 

2002-2007 
Bread and cereals 9,016    9,309      9,642      9,889    10,306  10,750  19% 
Meat 12,579    13,128    13,689    13,795    14,303  15,105  20% 
Fish 2,405      2,397      2,447      2,661   2,985  3,341  39% 
Milk, cheese, eggs 7,522      7,658      7,791      8,219      8,444  8,998  20% 
Oils and fats 1,207      1,208      1,212      1,248      1,402  1,499  24% 
Fruit 4,489      4,752      5,109      5,579      5,974  6,578  47% 
Vegetables 8,473      8,595      8,739      9,170      9,490  10,428  23% 
Sugar, confectionery 6,830      6,946      7,125      7,196      7,241  8,174  20% 
Other food 1,463      1,514      1,603      1,609      1,672  1,891  29% 
Non-alcoholic 
beverages 7,326      7,667      8,164      8,173      9,112   9,739  33% 
Alcoholic beverages 11,344    12,027    12,213    12,344    12,417  13,140  16% 
Tobacco 14,622    15,270    15,500    15,729    16,105  16,642  14% 
TOTAL 87,276 90,471 93,234 95,612 99,451 106,285 22% 
 

rsp — retail selling prices 
Note: excludes alcoholic drinks, all hot and cold beverages, and ‘sugar and sweet 
products’, defined by National Statistics as covering sugar, jams, marmalades, 
chocolate and confectionery. 
 
 

 

Table 2.3: UK Consumer Expenditure on Food by Sector at current prices (£m at 

rsp), 2005-2009 Source: Consumer Trends, National Statistics website HMSO, 

Keynote. Cited in Mintel, Food Industry Report, 2010 (p. 7) 
 2005 2006 2007 2008 e2009 
Meat & meat 
products 

13,757 18,835 14,310 16,033 16,644 

Fish & fish 
products 

2,468 2,708 2,877 3,109 3,055 

Fruit & 
vegetables 

14,353 15,097 16,087 16,935 16,509 

Dairy products, 
eggs, oils & fats 

9,525 9,967 10,414 11,804 12,405 

Bread, cakes, 
biscuits, and 
cereals 

9,889 10,306 10,750 11,449 11,678 

Other foods 1,713 1,798 1,900 2,075 2,231 
Total 51,705 53,711 56,338 61,405 62,522 
% change year-
on-year 

- 3.9 4.9 9.0 1.8 

Rsp- retail selling prices 
e- Keynote Estimates 
Note: Excludes alcoholic drinks, all hot and cold beverages, and ‘sugar and sweet’ products, defined by 
National Statistics as covering sugar, jam, marmalades, chocolate and confectionary. 
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Table 2.4 focuses things down even further with respect to food products, and 

provides insights into packaged food: identifying the size of this market, and the key 

sectors, as well as growth in spending on these products in recent years (Sales of 

Packaging Food by Category: Value 2006-2011) 

 

Table 2.4: Sales of packaged food by category 2006-11 (Adapted from Passport: 

Packaged Food in the UK [Report], Euromonitor International November 2011, p. 14, 

Sourced from Euromonitor International) 
£ million     2006      2007      2008     2009     2010      2011 
Baby food      416.7     435.3      488.7      540.4      587.7       622.6 
Bakery   8,469.7  8,616.9   8.898.0   9,166.5    9,292.8    9,463.8 
Canned/preserved food   2,296.0  2,319.9   2.429.1   2,629.8    2,657.5    2,751.6 
Chilled processed food   9,772.3  9,937.7 10,209.9 10.534.0   10.773.3  11,181.3 
Confectionary   6,502.7  6,825.8   7,072.7   7,073.7    7,505.6    7,902.0 
Dairy   7,787.3  7,930.5   8,474.9   8,811.0    9,002.9    9,189.5 
Dried processed food      948.3     994.1   1.086.8   1,175.5    1,226.0   1 ,305.7 
Frozen processed food   4,212.8    4,262.6   4,414.2   4,544.3    4,469.0    4,466.4 
Ice cream   1,342.6    1.238.7   1,290.7   1,346.4    1,399.1    1,453.8 
Meal replacement        50.8         51.0        51.5        52.7         54.5         57.2 
Noodles      228.2       234.1      242.8      259.9       280.2       299.6 
Oils & fats   1,267.0    1,335.2   1,486.3   1,495.8    1,517.7    1,576.7 
Pasta      377.7       407.9      424.6      442.9       463.2       487.2 
Ready meals   5,241.9    5,348.6   5,511.3   5,673.4    5,775.2    5,971.2 
Sauces, dressings, & 
condiments 

  2,090.4    2,209.0   2,330.7   2,440.3    2,527.5    2,616.7 

Snack bars      354.7      372.2      400.8      424.4          440.3      456.4 
Soup      543.4      557.8      581.0      621.4      653.3      688.9 
Spreads      377.8      385.0      406.6      433.1      457.6      485.1 
Sweet & savoury snacks   3,545.2   3,693.2   3,966.3   4,158.8   4,389.7   4,659.7 
Impulse & indulgence 
products 

15,577.0 16,030.2 16.962.4 17,258.6  17,914.7 18,735.1 

Nutrition/staples 15,453.2 15,838.1 16,962.4 17,567.3 17,952.7 18,442.3 
Meal solutions 19,064.0 19,442.7 20,128.3 20,937.0 21,258.5 21,885.9 
Packaged food 49,508.1 50,703.7 53,197.5   55.085.7 56,411.5 58,306.8 
Source: Euromonitor International from official statistics, trade associations, trade press, company research, store 
checks, trade interviews, trade sources 
Notes: Su of sectors does not equal total packaged food because of double counting (e.g. canned soup is included in 
soups & canned foods) 

 

 

2.2.3  Characteristics of the UK food and drinks industry  
Competition within both the FMCG industry and food and drinks sectors can be 

considered at two key levels. First, at the product/manufacturer level, consisting of 

national and international organisations producing products aimed at consumers 

within these markets; and second, at retailer level, where a small number of large 

retailers have emerged to dominate distribution to the mainstream consumer market. 

These retailers commonly operate one of three retail formats (Table 2.5), although 
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most are increasingly offering the alternative of online shopping (Mintel Food Industry 

Report, 2010). Among the most significant changes in this sector has been the shift 

in control from producer to retailer (Van Trijp & Steenkamp, 1998); and of particular 

relevance to this study, the growth of own-brand product sales, which comprise up to 

50% of market share (Earle, 1997).  

 

Table 2.5: Retail Formats and their characteristics (Source: IGD report prepared by 

Cranfield University: Evidence on the role of supplier-retailer trading relationships 

and practices in waste generation in the food chain, 2008, pp. 10-11). 

Convenience • Small stores with sales area up to 3,000 square feet. 
• Usually located in busy city centres, residential areas, small towns, petrol 

stations forecourts. 
• Stocking mainly food (higher margin products such as ready meals), everyday 

essentials, newspaper, magazines, tobacco products and a limited range of 
alcoholic beverages. 

• Product selection is limited when compared to other formats. 
 

Supermarket • Sales area between 20,000-50,000 square feet. 
• Larger than convenience stores and offers a wider selection of products. 
• Usually located close to residential areas to be convenient to consumers.   
• Offer a wide variety of food and household merchandise and some offer a 

limited range of non-food products. 
• Convenient shopping hours (some are open 24 hours)  
 

Hypermarket • Sales area range above 60,000 sq ft. 
• Usually located in suburban or out-of-town locations that are accessible by 

automobile. 
• Large retail facility which carries and enormous range of products.  Full lines of 

groceries and general merchandise including electronics, clothing, furniture, 
etc. 

• Provide additional services such as photo processing, opticians, café, 
restaurant, cash machines, etc.  

• Convenient  shopping  hours  (some 24  hours) 
 

 
Table 2.6: Sales in Grocery Retailing by Category: % Value Growth 2005-10 (Data 

sourced from: Grocery Retailing in the UK report, 2010 (Euromonitor International 

from official statistics, trade associations, trade press, company research, trade 

interviews, trade sources)) 
% current value growth 2009/10 2005-10 CAGR 2005/10 Total 
Discounters  9.6 10.8 67.2 
Food/Drink/Tobacco 
Specialists  

-0.9 -2.1 -9.8 

Hypermarkets  3.2 4.4 24.0 
Small Grocery Retailers  1.5 3.5 18.8 
- Convenience Stores  2.9 6.7 38.2 
- Forecourt Retailers  2.1 2.3 11.8 
- Independent Small 
Grocers  

-2.4 -2.4 -11.6 

Supermarkets  3.4 2.7 14.4 
Other Grocery Retailers  -1.5 -1.9 -9.0 
Grocery Retailers  2.7 3.4 18.1 
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The so called ‘retail revolution’ has created an industry which is highly competitive in 

nature, and features increasingly powerful multiples (Sparks, 1993; Burt, 1993; 

Corstjens and Corstjens, 1995; Dawson, 2000; McGoldrisk, 2002; Fernie, Moore and 

Fernie, 2003; Dewsnap and Jobber, 2003), who possess strong bargaining power in 

reducing costs (Cabinet Office, 2008; Mintel, 2007).  

 

The multiples (with turnover in excess of a billion pounds) now dominate the market: 

indeed, four companies (supermarkets, known as the big four, see Table 2.7) in 

particular dominate the food retailing environment: Tesco, Sainsbury’s, Asda and 

Morrisons, accounting for the majority of grocery sales (Cabinet Office, 2008; see 

Table 2.7). Their advantage has been increased by access to high levels of 

information from scanner data (Messenger and Narasimhan, 1995). The influence of 

these retailers is receiving increased government attention (KeyNote, Food Industry, 

2010). The growth of own label products, and the competitive procurement market 

for these, has further increased retailer power (Kumar and Steenkamp, 2007). This 

growth has again benefited from their information advantage, but has also been 

influenced by the recognition and equity of their brands in the consumer’s mind 

(Chen, Chou and Hsiao, 2009). 
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Table 2.7: Grocery Retailers Company Shares: % Value 2006-10 (Data taken from: 

Grocery Retailing in the UK report, 2010 (Euromonitor International; official statistics, 

trade associations, trade press, company research, interviews, trade sources)). 
% retail value rsp excl sales tax   2006   2007   2008   2009   2010 
Tesco Plc 23.9 23.9 24.3 24.2 24.8 
Asda Stores Ltd 11.6 12.1 12.4 12.8 13.3 
J Sainsbury Plc 12.0 11.9 11.5 11.5 11.8 
Wm Morrison Supermarkets Plc 8.7 8.8   9.1 9.6 10.0 
Co-operative Group Ltd, The 2.4 2.9 3.4 3.5 3.9 
Waitrose Ltd 2.6 2.7 2.8 3.0 3.1 
Spar Ltd 1.9 1.9 2.0 2.1 2.1 
Iceland Frozen Foods Ltd 1.0 1.3 1.4 1.6 1.7 
Lidl Ltd 1.1 1.2 1.2 1.4 1.6 
Musgrave Group Plc 1.6 1.5 1.4 1.5 1.5 
Aldi Stores Ltd 1.0 1.1 1.3 1.3 1.4 
Marks and Spencer Plc 0.8 1.0 1.1 1.2 1.3 
Somerfield Ltd 2.9 2.8 2.6 2.0 1.0 
NISA-Today’s (Holdings) Ltd 0.8 0.8 0.9 0.8 0.7 
Martin McColl Ltd 0.5 0.5 0.5 0.5 0.5 
Greggs Plc 0.4 0.5 0.5 0.5 0.5 
Booker Ltd 0.4 0.4 0.4 0.4 0.5 
Costcutter Supermarkets Group Ltd 0.4 0.4 0.4 0.4 0.4 
Holland and Barrett Retail Ltd 0.2 0.3 0.3 0.3 0.3 
Farmfoods.Ltd           0.3 0.3 0.3 0.3 0.3 
Netto Foodstores Ltd 0.5 0.5 0.6 0.5 - 
First Quench Retailing Ltd 0.6 0.7 0.6 0.4 - 
Kwik Save Group Plc 0.4 - - - - 
Others 23.8 22.4 21.0 20.3 19.2 
Total 100.0 100.0 100.0 100.0 100.0 
 

Focusing on packaged foods, large manufacturing organisations and own 

brand/private labels dominate the market. These manufacturers generally operate 

actors in a range of food based markets (Fenn, 2007): indeed, the largest 3.8% of 

companies in the food industry actually generate over 75% of all food manufactured 

in the UK (Cabinet Office, 2008). The sector has been undergoing a period of 

mergers and consolidation (Euromonitor, Packaged Food in the UK, 2011). Table 2.8 

provides an overview of the main competitors in the packaged food market, and the 

significance of own brand products. 
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Table 2.8: GBO Shares of Packaged Food 2006-2010 (Adapted from Passport: 

Packaged Food in the UK, p. 43, Euromonitor International; official statistics, trade 

association and press, company research, store checks, interviews, trade sources) 
% retail value rsp 
Company 

2006 2007 2008 2009 2010 

Kraft Foods Inc 1.0 1.0 1.0 1.0 5.5 
Mars Inc 3.1 3.2 3.8 3.7 3.7 
Premier Foods Plc 1.7 3.6 3.8 3.7 3.6 
Nestle 2.7 2.7 2.6 2.6 2.6 
PespiCo Inc 2.5 2.4 2.4 2.5 2.6 
Unilever Group 2.5 2.5 2.5 2.5 2.5 
Heinz Co, HJ 1.7 1.7 1.8 1.9 1.9 
United Biscuits (Holding) Plc 1.9 1.9 1.9 1.8 1.9 
Warburtons Ltd 1.1 1.2 1.3 1.4 1.3 
Associated British Foods Plc (ABF) 0.9 1.2 1.3 1.3 1.3 
Dairy Crest Group 1.0 1.5 1.3 1.3 1.3 
Kellog Co 1.3 1.3 1.4 1.3 1.3 
Birds Eye Iglo Group 1.2 1.2 1.2 1.2 1.1 
Danons, Groupe 0.6 0.8 0.9 1.0 1.1 
Molkerei Alois Muller GmbH & Co KG 0.8 0.8 0.9 0.9 0.8 
Aria Foods Amba 1.1 0.7 0.8 0.8 0.8 
Kerry Group Plc 0.6 0.6 0.6 0.6 0.6 
Bernard Matthews Ltd 0.8 0.7 0.6 0.6 0.6 
Princes Ltd 0.5 0.5 0.5 0.5 0.5 
Youngs Bluecrest Seafood 0.4 0.5 0.5 0.5 0.5 
Weetabix Ltd 0.5 0.5 0.5 0.5 0.5 
McCain Foods Ltd 0.5 0.5 0.4 0.4 0.4 
Proctor and Gamble Co 0.5 0.5 0.4 0.4 0.4 
Thorntons Plc 0.3 0.4 0.4 0.4 0.4 
Northern Foods Plc 0.5 0.5 0.5 0.4 0.4 
Cereal Partners Worldwide SA 0.4 0.4 0.4 0.4 0.4 
General Mills Inc 0.3 0.3 0.4 0.4 0.4 
Haribo GmbH &Co KG 0.3 0.3 0.3 0.3 0.4 
Lactails, Groupe 0.4 0.4 0.3 0.4 0.4 
Oetker Label 0.2 0.1 0.2 0.3 0.4 
Private Label 36.5 36.5 36.6 36.4 36.0 
Artisanal 2.8 2.8 2.7 2.6 2.6 
Others 29.3 26.9 26.0 26.1 22.0 
Total 100.0 100.0 100.0 100.0 100.0 

 

 

2.2.4  Factors Affecting the Industry and Sectors 
A number of specifically identifiable factors, in addition to those hitherto discussed, 

are of relevance to the food and drinks sectors. They relate to economic, 

demographic and social trends, affecting consumers and the industry as a whole:  

• Economic trends: The economy has been relatively unstable since the 

beginning of 2006 (Cabinet Office, 2008), and now appears to be entering a 

‘double dip’ recession (Euromonitor Packaged Food, 2011). Changes relating 

to this sector include: rising agricultural commodity prices (partly relating to 
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increasing demand from Asian countries), higher costs of energy, low 

harvests, and policies supporting the use of bio fuels (Cabinet Office, 2008; 

Euromonitor Packaged Food, 2011). This is in addition to rising commodity 

prices (Euromonitor Packaged Food, 2011). Further compounding the 

problem of static growth, the consumer price index rose to 4.5% in July 2011, 

up from 4.2% recorded in June 2011. Net household debt was at 175% of 

disposable income at the beginning of the recession; one of the highest levels 

of any developed country. In terms of the demand side of this, factors such as 

the credit crisis, reduced consumer confidence, and an economic slowdown, 

have also impacted on the sector. Whilst the food and drinks industry has 

experienced some variations in demand as a result of these economic 

conditions, the impact is arguably less when compared to other industries. 

Indeed, there has been a trend towards home cooking, as opposed to eating 

out (Euromonitor Packaged Food, 2011). However, shopping habits have still 

been influenced, such as an inclination to ‘trade down’ during these harder 

times. Indeed, margins in the sector in general are becoming squeezed by 

promotional offers (Euromonitor Packaged Food, 2011). 

• Legislation: The food and drinks sectors are governed by a mass of laws, 

regulations, codes of practice, and guidance, although there is some effort 

being made to consolidate this (KeyNote, Food Industry, 2010). Some of the 

most significant of these are: The Food Safety Act 1990, which covers safety, 

standards, and hygiene; The Food Standards Act, which covers safety and 

standards, particularly hygiene and safety; and The Food Labelling 

Regulations Act, 1996 (KeyNote, Food Industry, 2010). In recent years, the 

Government has also introduced measures to improve food labelling with 

respect to nutrition, in order to improve consumer health (KeyNote, Food 

Industry, 2010). 

• Social/lifestyle: A number of social and population trends are affecting  

demand for food and drink, including: 

- Population: The population of the UK, which has gradually grown over 

recent years and is likely to increase by about 1 million people from 2007-

12 (Mintel, 2007). Perhaps more significantly, the structure of the 

population is also changing, with a decline in the number of children, an 

increase in those between 15-24 years old, and more significant 

increases in the groups over 45 and 65 years of age (Mintel, 2007).  

Associated with these trends are reductions in household size and the 
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increasing number of people living alone (Mintel, 2007). These changes 

are significant in a number of respects: including increased demand for 

fresh, local and premium products and a decline in large packs sizes and 

carbonated drinks (Mintel, 2007). Most recently, there has also been a 

drive towards smaller portions for carrying and ‘on the go’ consumption, 

driven by consumers’ busy lifestyles (Euromonitor Packaged Food, 2011). 

- Healthy eating: Consumers are becoming more health conscious (Vrontis 

et al., 2006), increasing their demand for products with lower fat, calories 

or salt, as well as organic produce (Keynote, Food Industry, 2010).  This 

has been reflected in the increasing demand for fruit and vegetables 

(Cabinet Office, 2008).  This trend affects the entire supply chain; and 

companies have to address these issues in order to remain competitive.  

Similarly, it could have an impact on waste, as fruit and vegetables tend to 

have shorter shelf lives.  

- The rise of the ethical consumer: A growing proportion of consumers are 

becoming increasingly concerned about ethical issues, such as fair trade, 

animal welfare, support for local farmers and impact on the environment. 

This encompasses a number of issues, such as climate change, waste, 

pollution, pesticides and food miles (Cabinet Office, 2008; Mintel, 2007; 

Euromonitor Packaged Food, 2011). A recent survey by Mintel (2010) 

shows that consumers are increasingly concerned about these issues in 

their grocery shopping. However, it seems that a gap exists between what 

consumers say and what they actually do when it comes to purchasing 

products, and their spending patterns (Cabinet Office, 2008). 

Nevertheless, this has resulted in an increase in  the number of food 

products being marketed as green, packaged with less materials, locally 

sourced, and ethically made (Euromonitor Packaged Food, 2011). 

 

2.2.5 Importance of NPD: FMCG Industry and the Food and 
Drinks Sectors 

The importance of NPD is driven by the dynamics of the modern, competitive 

environment in which FMCG organisations are operating. The CCFRA (2007)’s 

industry guide highlights a number of internal driving forces within firms creating a 

need for new products: particularly new corporate strategies, and the demand to 

reduce production costs to improve margins. At a basic level, developments can be 
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key to the most fundamental aspects of the company’s product, such as safety 

(Brody et al., 2000; Bigliardi et al., 2010). A number of factors in the environment 

have contributed to the importance of NPD: including globalisation, new policies and 

legislation, rising competition, and costs, all of which result in a need for the 

development of products (Fuller, 1994; Urban and Hauser, 1993). In the current 

environment, there is also an increasing need to improve sustainability, implement 

standardised technologies, and improve variety to respond to emerging needs 

(Moskowitz and Hartmann, 2008; Bigliardi et al., 2010).  

 

Changes have also occurred in the distribution of products, including growth in 

convenience stores, home delivery, automatic food dispensers, and take away foods 

stores (Benner, 2005. The internet and home delivery are likely to play a particularly 

significant role into the future. These distribution changes also create new demands 

on packaging, leading to a need for effective development processes. 

 

With respect to the consumer, organisations have had to respond to various factors, 

including the ageing population, changes in the composition of households, and 

eating habits (Benner, 2005). These are central to the importance of NPD. Jongen 

(1995) highlights that consumers are becoming more interested in how products are 

produced, and thus evaluate them not just on their quality but also environmental, 

organic, and sustainable production methods. Furthermore, consumers’ 

requirements for product assortment and quality have been rising (Jongen, 1995).  

 

Food consumption is also experiencing the development of new ‘fashions’ , creating 

a need for new types of products, such as organic, healthy living, and convenience 

foods (CCFRA, 2007). Innovations have also been required to respond to increasing 

trends towards healthy eating, and a demand for increased variety (Bigliardi et al., 

2010). Meulenberg (1996) and Linnemann et al. (1999) have highlighted seven 

emerging types of customers for food and drinks products, with different product 

demands. These include: environmentally conscious, nature/animal loving, health 

conscious, convenience, hedonic (like speciality foods), price-conscious, and variety 

seeking consumers. This highlights the rising expectations of consumers beyond 

basic food quality, and the need to respond to newly emerging needs. 

 

Convenience foods (and to some degree processed ingredients and semi-finished 

products) have shown a particularly high level of growth over the past two decades, 

as consumers have less time, higher work demands, and spend greater time on 
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sports and recreation (Tabaksblat, 1995; De Rooij, 2000; Costa et al, 2001b; Anon, 

2000; Folstar, 2001). This has resulted in an increased demand for products that are 

suitable for snacking and eating on the run (Benner, 2005; Tabaksblat, 1995). 

 

The CCFRA (2007) provide a useful overview of the key factors that have created 

particular needs for NPD. These include the need for: 

• Removal of potential allergens 

• Reduction of salt 

• Reduction of additives 

• Reduced fat 

• Reduced sugar content 

• Health benefits, such as omega fats and pre/pro-biotics 

• Increased consumption of vegetarian produce 

• Rising demand for ‘ethnic’ cuisine 

• Social concerns (such as ethically sourced goods) 

• Changes to packaging 

• Extending shelf life 

• Changes in legislation 

 

Thus the NPD process is critical to the success and survival of food companies. 

2.3. Growing Significance of Packaging to Firms in the 

Food and Drinks Sectors 

Packaging is an integral part of the overall product and market offering. This is 

particularly true within the food and drinks sector (Hanlon, 1984), due to issues such 

as the perishable nature of produce, and potential contamination. Its importance is 

continuing to grow, as a result of increased logistics costs, improved packaging 

technology, increasing environmental legislation (see Section 2.2.1.1) and pressure 

(Lockamy, 1995). The significance of packaging is also evident in the size of the 

market for global packaged food sales alone, which in 2003, was estimated to have 

reached over US$1,254 bn globally (Ahmed et al., 2005).  

 

Competitive pressures have further promoted the importance of packaging. As far 

back as 1994, Peters noted that the rising costs of marketing meant that it was now 

more difficult for brands which are not the first choice of consumers to sustain their 

sales levels, leading them to focus on the potential of packaging (Peters, 1994). This 
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is further compounded by the highly competitive nature of these sectors, meaning 

that companies now have to find new ways to differentiate their products. Packaging 

is increasingly being exploited and explored as a method of achieving this (Wells et 

al., 2007). Indeed, PIRA International, the packaging industry’s research association, 

has suggested that it has become a vitally important tool: “With the number of brands 

available on the shelves increasing constantly... Distinguishing products from one 

another becomes the biggest task for the consumer” (2011).  

 

Retailers in particular are increasingly recognising packaging’s value to their own 

brand products (Vazquez et al., 2003; Southgate, 1994) and have thus been 

proactive in creating better packaging (Southgate, 1994; Mintel, Food Packaging 

Trends, 2011). This has increased pressure on the manufacturers of branded 

products to improve their packaging in order to compete. It has been suggested that 

when addressing the issue of revitalising mature goods, brand managers should look 

at packaging, as well as improving distribution and reminding consumers of the 

brand (Wansink and Huffman, 2001).  

 

Packaging innovation is of substantial importance, as it can help provide products 

which are more efficiently produced, have a greater shelf life, are environmentally 

friendly, and meet food safety requirements (McIlveen, 1994, as cited in Silayoi & 

Speece, 2004). As Section 1.2 detailed, these demands are reflected by some 

producers pursuing packaging change to compete in a highly saturated market. Thus 

innovations have been used by a number of food companies (Mahalik and Nambiara, 

2010).  

Packaging also influences and interlinks with the product’s distribution (Simms and 

Trott, 2010), due to its impact on the intermediary, and particularly their logistics. 

Hence, packaging decisions can impact on their efficiency and effectiveness (Simms 

and Trott, 2010). This is also true for retailers, who are increasingly demanding 

improved shelf life. The choice of packaging format used also affects key retailing 

decisions and issues, which include allocation of shelf space, in-store displays and 

merchandizing (e.g. Mulhern, 1997). For example, a retailer may desire to simply 

discard tertiary packaging to transport products, or potentially value ‘shelf ready’ 

tertiary packaging that can aid in getting the product to the shelf quickly and 

effectively (thereby lowering costs), as well as using it in store to display and promote 

the product.  
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2.3.1 Growing Significance of Packaging: The Environmental 
Impact, WRAP and the Courtald Commitment 

Changes in the competitive environment, such as recent EU legislation regarding 

more minimised packaging for environmental reasons, packaging reuse and 

recycling (Wells et al., 2007; Mintel, 2003, as cited in Wells, 2007), is also resulting in 

a need to consider packaging’s environmental impact. In the UK, the Courtauld 

Commitment, established by WRAP (the Waste and Resources Action Programme), 

is a voluntary agreement aimed at improving resource efficiency, and reducing the 

carbon and wider environmental impact of the grocery retail sector: including 

educating consumers about household waste.  

 

The most recent, second, phase of this commitment launched in 2010. This followed 

on from the first phase, launched in 2005, and now moves the agreement away from 

solely weight-based targets and aims to achieve more sustainable use of resources 

over the entire lifecycle of products, throughout the whole supply chain. At the launch 

of Phase Two on 4 March 2010, twenty-nine major retailers and brand owners had 

already pledged their commitment to this voluntary agreement. This had grown to 51 

by 2011. 

 

The Courtald Commitment is one of a number of environmental initiatives in the 

sector. These include the On-Pack Recycling Label Scheme, launched by the British 

Retail Consortium with the aim of a consistent labelling scheme for recycling; and 

DEFRA’s ‘Milk Roadmap’, which has sought reductions with respect to waste, water, 

and energy usage (Mintel, Food and Drink Packaging Trends, 2011), and is reflective 

of the overall drive to assess the environmental impact of the supply chain as a 

whole. A number of retailers (including Tesco, M&S and Sainsbury’s) and 

manufacturers (including Dairy Crest Coca Cola, and Nestle), have also launched 

their own initiatives to reduce waste and environmental impact, with clear 

implications for improvements to packaging (Mintel, Food and Drink Packaging 

Trends, 2011). 

 

The significance of these environmental initiatives is highlighted in the level of food 

and drink waste produced in the UK each year, which totals around 17billion tonnes. 

Furthermore, the average UK household with children spends £680 a year on food 

that could have been eaten but is thrown away (WRAP, 2011). 
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2.3.2 Growing Significance of Packaging: Consumers and 
Consumer Choice 

With respect to the consumer, packaging is becoming an increasingly important 

issue (this is reflected in Appendix 2.1, which reveals its pertinence to consumer 

culture and consumption). Three factors in particular are driving this. First, its role in 

product differentiation and choice; second, its role in meeting their needs; and third, 

based on the growing importance of environmental concerns. 

 

It has long been recognised that packaging is significant to consumer choices (Sara, 

1990). Changes in the shopping environment within supermarkets and stores (in 

particular, the introduction of new and larger ranges of products and categories on 

offer, such as low fat, salt, cholesterol, and light products), has also meant that 

consumers have found product displays to have become increasingly complicated 

(Financial Times,1995 as cited in Nancarrow et al., 1998). Hence packaging’s role in 

gaining the consumer’s attention.  

 

Packaging plays an important function in meeting the needs and demands of 

different consumers, which are constantly changing. The modern, busy consumer 

lifestyle has created a need for new types of packaging that are easy to open, can be 

resealed, and are convenient to use. Consumers have become increasingly 

demanding; their needs fragmented and more complex, with growing demands for 

convenience, functionality, healthy and indulgent products (Ahmed, 2005; Keynote, 

2010). This is in addition to a requirement for low cost and high quality (Wells et al., 

2007). There has also been a particularly notable increase in demand for packaging 

that is easy to use and environmentally friendly (KeyNote, 2010), as well as growing 

concern over product labelling, the identification of the origin and contents of foods, 

and food hygiene.  

The role of packaging in fulfilling the needs of consumers means that it can 

contribute to their overall satisfaction with the product. Factors such as openability, 

reclosability, carrying, and dispensing facilities can all impact on satisfaction (Lee 

and Lye, 2002). This satisfaction is based on a holistic evaluation of the product and 

packaging (Ahmed et al., 2005). Ease of use is particularly important to the majority 

(69%) of consumers, and especially in the over 55 consumer age group (Mintel, 

2011). Indeed, PIRA has suggested that there is increasing pressure on 
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organisations to improve usage and accessibility for elderly consumers (PIRA, 2011): 

packaging impacts on choices among most age groups (Hawkes, 2010). 

Finally, in recent years, consumers have become increasingly concerned over the 

impact of packaging on the environment (Rundh, 2005; Prendergast and Pitt, 1996; 

Thøgersen, 1999; Bone and Corey, 2000; Roper and Parker, 2006). Research by 

British Market Research Bureau (BMRB)/Mintel (2007) suggests that it is a key issue 

to grocery shoppers (Figure 2.1). Issues of particular concern include resource use, 

energy consumption, pollution, solid waste and litter (Lawson and Wall, 1993). Thus 

many manufacturers have shifted to new environmentally friendly packaging. 

 

Figure 2.1: Consumers Shopping Preferences (Adapted from: BMRB/Mintel, 2006: 

Food Retailing) 

 
 

Mintel’s research has further highlighted the salience of packaging related factors to 

consumer perceptions, choices, and decisions (Figures 2.2 & 2.3). However, at a 

practical level, there may be trade-offs between reducing packaging to respond to 

these pressures and lowering protection, safety, advertising space, and even 

revenues (Kassaye and Verma, 1992; Livingstone and Sparks, 1994; Prendegrast 

and Pitt 1996). Furthermore, some have questioned the degree to which consumers 

actually modify their purchasing behaviour to be consistent with their concerns (. 

Uusitalo, 1989,1990a; Alwitt and Pitts, 1996; Bech-Larsen, 1996; Thøgersen, 1999, 

2004; Thøgersen and Ölander, 2003; Moisander, 2007; Rokka and Uusitalo, 2008), 
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and whether they are capable of distinguishing what is environmentally friendly 

(Bech-Larsen, 1996; Thøgersen, 1996). Hence this may not be a valuable source of 

differentiation. 

 

Figure 2.2: Factors influencing choice of food and drink packaging (Mintel/Toluna, 

October, 2011 in Food and Drink Packaging Trends 2012 (sourced online from Mintel 

Oxygen: July 18 2012)) 

 
Figure 2.3: Agreements with statements on food and drinks packaging 

(Mintel/Toluna, October, 2011 in Food and Drink Packaging Trends, Jan. 2012 

(Sourced online from Mintel Oxygen: July 18 2012)) 
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2.3.3  Packaging Developments in FMCG: A Brief History 

Within the FMCG industry, it is clear that packaging is an integral part of the product 

offering, and arguably inseparable from the product itself. Numerous examples 

illustrate this importance. For example, the bottle forms a large part of consumer 

perceptions regarding the effectiveness of spray on deodorants; Guinness relies on 

in-can ‘widgets’ to create a product that is of sufficiently high quality; and microwave 

meals rely on their packaging for product heating. A great deal of success has been 

achieved by a few packaging innovations: for example in the beverages sector, 

innovations such as Tetrapak, PET bottles, and in-can systems have achieved high 

levels of success (see Table 1 for an overview of packaging innovations). 

 

The significance of packaging developments to the FMCG industry and food and 

drinks sectors is best illustrated by highlighting the key developments that have 

occurred across each of the four main types of materials used in the packaging of 

products. Figure 2.4 illustrates these with respect to each of the main materials used 

for packaging over a period spanning from 1900 to 2010. These materials 

correspond with the main sectors of the packaging industry, which will be discussed 

in Section 2.4.


