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Moreover, the volatility and unpredictability of today’s

global economic scene make traditional retailers rethink
their systems for stronger supply chain management
processes for their private brands. The massive number of
new vendors needed raises questions about managing
product development in conjunction with supplier and
product quality and compliance data, which can only be
addressed by upgrading retail business systems and
internal processes.
In a recent independent survey conducted by the
Global Sourcing Society Institute, over 400 retail
professionals weigh in on the value of private brands,
reveal the impacts of technology disruptions and
uncover the sourcing challenges of globalization.

Introduction
The recent IMF global economic growth forecast for 2019
and 2020 projects weak global economic growth due to
the trade tensions of the United States and China and the
possible financial risks for some European countries.
The emerging markets and developing countries already
face financial pressures: volatile oil prices, external
disputes, capital outflows, dollar depreciation. Moreover,
these unsolved differences boost the levels of inflation,
bring disruptions into supply chains and result in a higher
cost of goods.
Today’s economic landscape weakens the position of
traditional retail, as consumers are forced to make rational
choices and dig deep for quality products at value prices,
whether that be in a physical store or online. Thus, a
strategic collaboration between traditional retailers and
suppliers is critical in areas such as product development,
assortment planning, trade management, quality and
speed-to-market.
Product workflow, critical path management, supply chain
management and sourcing management tools that can be
beneficial for both parties, resulting in stronger margins,
shorter lead times and an increase in market share over
other traditional competition and leading ecommerce
players.
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Retail as a
dynamic industry
Retail store brands
Private brands have experienced constant expansion over
the past several years. In the face of razor-thin margins,
retailers recognized that expanding and innovating
their own brand is a proven strategy to increase market
share and profits. As the Global Sourcing Society survey
shows, over 86% of respondents think that having more
unique private brand assortments in stores would be an
advantage over ecommerce retailers. However, 92% of
survey respondents think that traditional retailers are not
moving fast enough and are losing the race in today’s
tough competitive environment.

With the expansion of private brands its hard not to notice
the growing trends of niche and premium segments in
recent years. Traditional retailers need to ensure they
are constantly evolving, on-trend and delivering products
to market faster, to meet the needs of the ever changing
consumer. A fast, friction-free supply chain instills greater
visibility and optimization, leaner inventories and shorter
lead times. It is vital for traditional retailers to collaborate
with their suppliers while keeping track of KPI’s in the
production process. Effective end-to-end tools provide
real-time access to all information across retail and supply
chain functions, allowing proper planning and decision
making along the way.

Traditional retailers are in the process of scaling and
responding to competition faster by investing in their
private brand strategy, but figuring out ways to better
collaborate with the supplier community has slowed the
process. Increased assortments and innovation has led to
co-developing products, whereas private brands can truly
be better quality then national brands. Not only do these
private brands shape the shopping experience, but also
result in a much larger loyal customer base.

86%

92%

Unique private brand assortments
would be an advantage

Traditional retailers are not
moving fast enough
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Leading innovation
Traditional retail early adopters have begun to rewrite
the script for their stores. A more interactive and friendly
environment, hands-on learning and clever merchandise
arrangement, all add up to the ultimate consumer journey.
68% of survey respondents think that enhancing the
customer user experience within traditional brick and
mortar stores could give them a competitive edge in the
market.

The other is dedicated to the business side of traditional
retail model – a centralized automated system for
eliminating private brand development operational
insufficiencies. More than 72% of survey respondents
agreed that innovation in private brand ranges, optimized
sourcing and supply chain operations would bring down
costs and drastically shorten product lead times.

This justifies reasons why major market players dedicate
their efforts to user-centered designs, touch of products
and even the smell of the instore experience to create
long-lasting memories and emotions. Continually finding
new ways to engage consumers on their terms must be
an integral part of the traditional retail model. However, it
is important to remember that simply pouring money in to
store technology and the consumer experience is only one
side of the coin.

68%

72%

Enhancing the customer user experience
within traditional brick and mortar stores

Innovation in private brand would bring
down costs and shorten lead times
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Managing store brands
in a digital age
The Global Sourcing Society survey revealed that 86% of
respondents feel that consumers prefer shopping online
due to the broad variety of products at their fingertips.
E-commerce represents a new shopping medium across
all channels which has created new avenues to reach
consumers. Furthermore, online channels also have
access to precise data collection resulting in pin point
accurate consumer targeting.

in lead time delays, inventory issues and communication
breakdowns, among many other pains.
In order to effectively support private brand strategy in
both the brick and mortar and online channels, traditional
retailers need to centralize and streamline systems and
processes for both sides of the business.

Paired with ecommerce growth, interest in private brands
peaked in 2018. Contrary to the Cadent Consulting
Group’s 2018 report, “The Branding of Private Label”
suggest private brand growth was projected to hit a record
high of 18.4% in 2018 and to continue its increase in the
years to come.

86%

These differences are driven largely by younger
generations. Millennials are willing to pay for the products
that matter to them and they value ease of access, quality,
price, transparency and sustainability of a product. Fast
moving consumer goods (FMCG) are currently building
their brand strategy around premiumization of the private
brand products, which is helping to bridge the gap between
online and in-store shopping for private brands. Whereas,
in the past major FMCG players tended to improve their
online national brand presence and firmly believed that
the in-store shopping behavior will be reflected in various
national brands sold online.

Consumers prefer shopping online
due to the broad variety of products

Recent studies of traditional retailers show that many have
transitioned to have a presence in both brick and mortar
and online. However, these studies have also uncovered
these same retailers often treat both channels as separate
entities. Each retail business unit (brick and mortar and
online) has entirely separate systems and processes.
As the recent survey points out, 66% of retailers feel
most brick-and-mortar supply chains are optimized for
their physical stores and at the same time, remain totally
unrelated to their online channel. This causes major friction
in the private brand development processes and results

18.4%

Private brand growth was
projected to hit a record high
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What is the modern
sourcing landscape?
Sourcing shift away from China
In 2017, the United States administration launched an
investigation into the trade policies of China. By far,
the U.S. and China have posed protective tariffs on a
wide range of industrial and consumer products starting
from fashion items and moving all the way to steel. The
implications of this trade war can weaken the global
economy and lead to worldwide crisis, warned both the
World Trade Organization and International Monetary
Fund. An astounding 98% of survey participants deem
that global retailers have begun to look for other low-cost
country suppliers due to the escalated trade tensions
between the U.S. and China.

In conclusion, shifting from China to emerging economies
could take years to complete. The easiest migration would
be for the less refined products such as low tech and low
added value goods. Replacing China’s sophistication
in areas such as automation and production requires a
profound strategy. It means finding new reliable sourcing
solutions, ensuring products’ quality and building trust
while dealing with new legislation and accounting issues.

This trading confrontation just accelerated the ongoing
process of industry allocation due to the rising salaries and
the aging population in China.
Surrounding countries of China have emerged as
preferred destinations to reallocate production. A recent
post in the Economist wrote “Taiwan is trying to lure back
computer companies, while Malaysia and Thailand want to
expand their footholds in consumer electronics. Vietnam
is strong in food processing; Cambodia in footwear;
Bangladesh in clothing”.
During the hype around the global trade war, Africa did not
fly under the production migration radar and took a minor
position in the US-China equation. Countries and suppliers
around the world are laser focused on trading with the
United States. As a consequence, the punitive tariffs
levied between China and the U.S., has also moved Latin
American countries into a leading position due to the low
logistic costs and free trade agreements.

98%

However, these emerging economies lack political and
social stability which threatens sustainable patterns of fast
and innovative private brand growth. Allocating production
in such countries has stalled most recently due to the need
for technology advancements used to collaborate between
retailers and their suppliers on product development,
production, quality, compliance and delivery.

Consumers prefer shopping online
due to the broad variety of products
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Retail sourcing innovations:
staying ahead of the curve

Retailers flourish when they
can bring unique products
to market ahead of the
competition at a price
point today’s consumers
are demanding; however,
few have mastered the
ability to execute on this
vision because the amount
of redundant activity, lost
time, lost data and failed
communications impedes
the opportunity for success

Shifting production between countries can overcomplicate
supply chain management and raise many concerns.
When sourcing new suppliers, some of the possible
concerns are compliance issues, available and accurate
capacity, supplier and production visibility and lack of
trust. Retailers act as gatekeepers, making decisions on
which suppliers to use and which private brand products
find their way to market. If a new supplier does not have a
proven track record within the retail ecosystem, there is a
great possibility they will not be considered at all. Helping
to level the playing field are cloud networks that allow
suppliers to share their products, compliance, audit and
business rating information. These collaborative sourcing
networks are helping new suppliers become recognized
and find their way on to the approved supplier list for many
large retailers.
Over 74% of survey respondents agree that their current
supply chain is not set up for speed and convenience,
making it difficult to find and bring on new suppliers. By
the same token, 84% of survey participants risk their
sourcing, product development and quality inspections by
sharing sensitive information and documents via emails. It
is crucial to replace manual email exchange, cumbersome
spreadsheets with more sophisticated systems that can
optimize sourcing, supply chain, product development and
supplier management operations for cost efficiencies and
increased speed to market.

Michael Hung,

CBX Software CEO

74%

84%

Current supply chain is not set up
for speed and convenience

Risk by sharing sensitive information
and documents via emails
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Automation and digitization
saves a small fortune
Private brand buyers that are responsible for bringing
new products to market must have the most accurate and
updated information to support everyday decisions.
In order to stay relevant in today’s disruptive environment,
the systems that allow for streamlined supplier onboarding,
vendor relationship management and market analysis
can catapult speed-to-market and decrease lead times for
private brands.
Overwhelmingly, 93% of respondents agreed that the
adequate product life-cycle management software that
automates supplier collaboration, sourcing and supply
chain communication can be an effective solution to
increase accuracy, speed-to-market and quality.
An effective digital supply chain relies heavily on
automation. The main goal of today’s Retail Sourcing and
PLM software is to provide an automated and seamless
workflow.
Some specific benefits of retail sourcing automation
and streamlined private brand product development
are:

•

Choreographs the flow of data between teams
throughout the end-to-end product lifecycle (internal &
external).

•

Removes information silos and provides visibility into
critical issues.

•

Consolidates information, mitigates risks through early
warning signs.

•

Ensures global calendars are automatically synced
across internal stakeholders and external suppliers.

•

Prevents supply china bottlenecks and ensures on time
delivery

•

Provides business intelligence enabling better decision
making

•

Shines a light on a products critical path while keeping
stakeholders up-to-date on timelines.

•

Reduces errors, inaccuracies and inefficacies in the
supply chain

93%

Adequate sourcing and supply
chain communication
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TradeBeyond
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For more information visit www.tradebeyond.com.
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