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Changing
patterns in the
global tissue
market: private
label versus
brands

Special Feature: Private
label and brands – global
market dynamics
In the tissue market the key forces shaping
private label versus branded tissue stem from
consumer behavior, structure of the retail
channel and supplier strategies. In this article
we will examine examples of each force at play
in the North American, European and Chinese
retail tissue markets.
CONSUMER BEHAVIOR – WHO IS SHAPING
THE MARKET NOW?
The North American tissue market is
characterized by strong legacy brands.
Private label market penetration is still
significantly lower than in Europe – North
American private label market share is
27% compared to 63% in Western Europe.
However, private label tissue products have
gained share from branded tissue over the
past few years - a decade ago, private label
market share in North America was only
18%. The increase has been driven by
recession awakened frugality, increased
availability of high quality private label tissue
and the emergence of a new force shaping the
consumer market – the millennials.

Private label preference and consumption is
higher among millennials than more mature
consumers. Significantly, millennials’ will make
up 46% of consumers by 2025, an increase
of 15% from the 2014 level. Millennials have
matured into consumers amid a surge of
lifestyle brands. Retailers (such as Whole
Foods, Trader Joes etc.) aim to offer a selection
of lifestyle products and brands, including
their own private label products. Moreover,
millennials have grown up in the middle of a
multitude of private labels across a range of
sectors (from milk to apparel, from cookies to
kitchen towels), often without a sacrifice on
product quality. For them, a private label is a
less “suspicious” product alternative than for
older consumer groups.

GRAPH 1. Retail sector concentration vs tissue private
label market penetration in largest European markets
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RETAIL SECTOR STRUCTURE
The key driver for high private label
penetration in Europe - in addition to
general higher consumer value orientation,
a challenging recent economic situation
and the cultural challenges associated with
building a pan-European brand - is the highly
consolidated nature of the retail sector in
many markets. For example, in Germany, the
market is controlled by the top five retailers
(Edeka Zentrale, Schwarz Beteilugungs, Aldi,
Rewe, Metro) and private labels enjoy over
80% of market share. France has a similar
retail sector concentration, with private labels
owning more than 70% market share [GRAPH 1].
Discount stores, as well as super and
hypermarkets with a focus on economy
products, have gained in popularity in Europe.
2014 was the first year a discounter, Schwarz
Beteiligungs, made the top five global retailers
list, a development which knocked Tesco out
of the list, highlighting the power of low-price
and reduced assortment product positioning.
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Although the millennials are the mosteducated consumer group, they are earning
less than the same age group did in the past;
burdened by student loans, a slow economy,
high unemployment and stagnant wages.
Millennials’ average earnings are $33,883,
the lowest inflation adjusted level since 1980
and down by 9.3% over the past decade.
In comparison older full-time employed
Americans have seen no fall in their wages
(The New York Times, “We Are Making Life
Too Hard for Millennials”, July 31, 2015).
Frugality has taught millennials to discount
product quality and brand status over cost.
Tissue brands have been fighting back by
introducing more affordable, less fluffy
or strong “basic” versions of the branded
products. They are also reaching into their
deep pockets for promotional strategies to
sway the price sensitive tissue market having
realized that millennials have significantly
higher price sensitivity than mature
consumers.
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These stores have strong private label
programs and hence, developing and driving
private label program growth has been a key
strategy for the largest European retailers
to counter their growth. The major chains,
such as Carrefour and Tesco, have been
developing private label lines with more
upmarket positioning to attract higher income
consumers. The leading discounter chains,
such as Aldi and Schwarz Beteiligungs, have
reacted by developing their own premium
private label lines, making it harder and harder
for brands to compete and differentiate.
Kimberly-Clark is the only North American
brand power house left in the European tissue
market, after recent exits by Georgia-Pacific
and P&G.
GROWING PAINS
China is still a young tissue market – both
for brands and especially for private labels.
Tissue demand in China has grown by 8.4%/a
since 2008, yet it still only represents 2250% of the per capita consumption levels in
the West [GRAPH 2]. Private label products
are available in Chinese supermarkets, but
the majority of supermarkets have private
label sales of less than 10%. Food, beauty
and paper products are key private label
categories in China, due to their relatively low
technical complexity, high price sensitivity
and purchase frequency.
Momentum in the Chinese retail sector
structure bodes well for private label growth.
The Chinese retail sector has been very

If the Chinese retail sector is fragmented, so is
the tissue manufacturing space [GRAPH 3].
There are over 850 tissue mills in China, and
the top 10 tissue manufactures have only 46%
of the industrial scale manufacturing capacity
in the country. APP is the clear market leader
with only 16% capacity share and strong
tissue product brands (e.g. Virjoy, Breeze,
and Zhen Zhen). The tissue manufacturing
sector has been booming and 5 million mt.
of capacity has been added on the market
since 2010, by more than 40 different groups.
And more capacity is coming - 2.5 million mt.
of new capacity will come online by 2020,
from 25 different players. Although brands
dominate the Chinese tissue market, high
supplier fragmentation and rapid build up in
capacity typically provides opportunities for
private label market growth.
***
Reviewing the markets in North America,
Europe and China, one can conclude that
change is the only constant in life. Actions by
consumers, retailers and suppliers together
shape the market landscape and dynamics.
The question is how to embrace change for a
winning strategy in the tissue business?
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fragmented and international chains have
struggled. Hence, the sector has entered
an era of active M&A. As European markets
suggest, a more consolidated retail sector
typically brings better opportunities for private
label market growth.
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About the Pöyry
Point of View
Staying on top of your game means keeping up with the latest thinking,
trends and developments. We know that this can sometimes be tough as the
pace of change continues...
At Pöyry, we encourage our global network of experts to actively contribute
to the debate - generating fresh insight and challenging the status quo. The
Pöyry Point of View is our practical, accessible and issues-based approach
to sharing our latest thinking.
We invite you to take a look – please let us know your thoughts.

Pöyry has a global office network - please visit www.poyry.com/contacts for
your nearest office.

Disclaimer
Pöyry reserves all rights to this publication. No part of this publication may be reproduced or used in any form without the prior written consent of Pöyry. This publication is
partly based on information that is not within Pöyry’s control. Pöyry does not make any
representation or warranty, expressed or implied, as to the accuracy or completeness of
the information contained in this publication. Pöyry expressly disclaims any and all
liability arising out of or relating to the use of this publication.

Pöyry is an international consulting and engineering company. We serve
clients globally across the energy and industrial sectors and provide
local services in our core markets. We deliver management consulting
and engineering services, underpinned by strong project
implementation capability and expertise. Our focus sectors are power
generation, transmission & distribution, forest industry, chemicals &
biorefining, mining & metals, transportation and water. Pöyry has an
extensive local office network employing about 6,000 experts.
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This publication may contain projections which are based on assumptions subjected to
uncertainties and contingencies. Because of the subjective judgments and inherent
uncertainties of projections, and because events frequently do not occur as expected,
there can be no assurance that the projections contained herein will be realized and
actual results may be different from projected results. Hence the projections supplied
are not to be regarded as firm predictions of the future, but rather as illustrations of what
might happen.

