If only a painkiller could treat the marketing headache for many organisations during the recession; life would be much easier. Customers form the heart and soul of every business in the retail sector; without them there is no business. So what does a downturn in the economy bring for both businesses and customers? In recent years, retailers have experienced a tidal wave of consequences of ongoing issues surrounding the economic crisis: the sinking of consumer confidence, decreasing sales and prices, but perhaps most damagingly the escalation of unemployment [1].
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In what way have retailers been affected by high unemployment? After suffering cuts in their income, workers who have been made redundant are having to cut down on their expenditure thus increasing price consciousness in the decision making process [2]. This, in turn, has reduced the demand for retailer output, causing companies to axe employment even further in a vicious cycle of deepening contractions [3]. 

Current financial statistics inform that budget spending is now a common trend in the UK. To suggest that this is due to public awareness of fluctuating prices  is not far from correct as price savings are becoming more relevant to consumers who are price conscious and perceive themselves as having financial constraints due to unemployment [4]. Annual financial evaluation reports (as recent as 2011) published by high-street retailers like Poundland and Primark have boasted elevated profits whilst underperformers such as Argos are being forced into adapting new approaches. Opting to benefit from the rise of e-tailing seems like the desired route out for retailers who have been hit the hardest. Argos sales within the previous year have   decreased by 3.5% (a total decline of 153m) and like-for-like sales have reduced by 5.6% - reflecting a trading atmosphere that still persists to be challenging. Argos’ benchmark operating proﬁt declined by 18% or £47m, to £219m resulting from a continued weak sales environment and gross margin pressure partially offset by a further reduction in costs [5]. 

As the global economy emerges from a recession, retailers are increasingly confronted by frugal customers. In this environment, online retailing has provided retailers like Argos a safety net and solution to tackle declining profit [6].

As the unemployment rates rise, so does bargain hunting and budget shopping.
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According to a recent survey report by Forrester Research, Inc (an independent research company that provides pragmatic and forward-thinking advice to global leaders in business), in spite of tightening budgets, companies plan to continue investing in their web sites to better position themselves for the future and to set themselves apart from competitors [7]. The Argos website accounted for 36% of Argos’ sales; over two-thirds of this (or 26% of Argos’ total sales) resulted from customers making use of the online ‘Check & Reserve’ for store collection method to shop.

Europe’s leading single price discount retailer Poundland, announced its results for the same year. Key highlights included operating profits of 21.5 million –an improvement of 81.5% and EBITDA (Earnings before interest, taxes, depreciation and amortization) of £30.1 million – a raise by 50%. Poundland had also boosted its turnover to £509.8 million, this also elevated by 28.7%. Two-thousand new employees were recruited for the year with the opening of many branches as well as a recognised achievement of raising £180,000 for Macmillan Cancer Support [8]. The comparison between these figures mirrors the truth of recent patterns of consumer expenditure whilst unemployment has limited the boundaries of customers.

The impact of low consumer confidence can also be witnessed across fashion retail. In 2011, once successful, companies such as Jane Norman, Barratts and La Senza have all faced the consequences of shattered consumer confidence and price alertness from unemployment. Jane Norman expressed its concerns experiencing "severe cash- flow troubles" and depressed sales, resulting in a debt of £140m. Entering administration in June last year seemed like it would only make matters worse, although the company was on life support with the help of Edinburgh Woollen Mill after purchasing 33 of its stores. Despite this, 95 stores were forced to shut down perpetually with 382 ex-staff members left to battle against unemployment. On 9 January, La Senza faced administration although 60 of its stores were salvaged by Arabian retail group Alshaya. Although saving around 1,100 jobs, 84 stores and 18 concessions were forced to shut-up-shop, axing 1,300 jobs. Barratts late entry into administration took place on 8 December in the same year. By the end of December, it announced 1,610 redundancies after failing to attract potential bidders for the concessions part of its business [9]. The number of job losses as a result of these underperforming businesses plays a great role in keeping the vicious cycle of low consumer confidence alive, leading to a rise in minimum budget spending.                                       

Primark, the low price clothing chain owned by Associated British Foods Group (ABF) remains to be one of just a few retailers thriving during the recessive environment of high-street clothing retail. In the UK, which remains the most vital market for the group with over 70% of its total retail space, like-for-like sales were solid, particularly in comparison to other high street retailers [10]. An upsurge of 3% was established by the end of September 2012 with total sales being pushed to 15% with the help and introduction of 19 new branches [11]. Despite the recent increase of prices in the Cotton market, Primark has maintained its uphill climb even when outgoing costs were significantly higher by the end of the month. ABF expressed that profits at Primark would have been greater yet if cotton prices were not high in the first period of the financial year, a cost it decided "not to pass onto customers"[12].                                                                      

With 19 stores newly introduced to various cities, this meant that Primark outlets across the UK and Europe now add up to 242. While Jane Norman, Barratts and La Senza are closing stores and facing administration issues during the storm, ABF have smiles all around with Primark being their lucky charm. The success of Primark during extremely difficult periods for other retailers clearly demonstrates the importance of consumer confidence to retailers; if unemployment rises to a point where it is not believed that the economy will improve until a prolonged period of time, this ultimately will and has become the root reason for consumers to scale down their expectations of life-time income, ultimately reducing their level of consumption [13].                                                                              

It can be said that the most unpredictable constituent of the retailing environment is the economic environment that surrounds it. Retailers now expect that higher levels of unemployment will continue to stimulate increased consumer awareness of prices [14]. As a result, they are learning that the concept of price changes and the success behind it correlates strongly with how rates of unemployment are changing currently and how they are predicted to change in the future. The economic outlook of people is becoming more vital for any retail business to understand. It is becoming increasingly hazardous to misinterpret and evaluate inaccurately the affordability of customers for its products or service since this has been consistently problematic for a lot of retailers facing the bad weather. “Sleeping” retailers have exerted upon themselves a struggle with consumer demand, which in effect can greatly retard their income and any employment growth potential [15].

Changes in the consumer income levels have strongly influenced decreases in sales of products and services. Retailers have been fighting a rapid decline in consumer affordability and certainty for an extended period where even sound marketing strategies have failed to lift sales [16]. As consumers’ incomes have dropped, bargain hunting has ever since been on the rise and very often some products are even given up altogether. All marketing decisions have been affected by economic factors nationally and globally so interest rate and fiscal policies will have to be set accordingly if retailers wish to maintain survival. The economic climate of the country dictates how consumers behave in a boom, recession or recovery. Job security is low with spiralling worries being reinforced by reports and notions about the impact of automation on job losses, salary-cuts and demotions [17].
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Businesses have faced a tough time and consumers will not spend because of low disposable income. Affected businesses have started cutting back on costs by reducing staff, introducing shorter weeks and cutting back on advertising to save money. A weak economy has undermined consumption even among those whose incomes are not heavily affected. Many purchases, especially of luxury items, are more likely to be postponed. Most companies have cut back on staff and many of their own purchases, adding to the already declining sales level of other businesses. The great headache roots from a dilemma in the formulation of marketing strategies during these times. Firms must take note of inflationary conditions in the economy in which there is a rapid rise in costs. To maintain profitability marketing managers have responded with having no choice but to increase prices. However, this decision of independent firms to increase prices of their products to maintain profitability only adds to the macro-level inflation by affecting demand and leading to further complications. As a result of this, governments could formulate new policies to reduce inflation, though this frustratingly is likely to also reduce incomes, employment, and consumer spending [18].    
The pressure the government is facing is also increasing as they are expected to maintain a balance in the economy in order to protect people from unemployment, high prices and also to help people become wealthier in the future. However, there can be a number of issues in achieving this. The level of consumer demand has been affected by the amount of money and credit consumers and businesses have to spend: The financial sector (which includes banks, building societies, pension funds and insurance companies) exchanges savings into funds for investment as well as supply consumer credit. However, financial organisations may lend or invest money abroad or choose to not invest at all. This means that the level of investment or consumer spending is increasing without a corresponding change in the level of saving leading to low disposable incomes. If the government balances its budget, this theoretically means that the economy should be in balance. However, taxes and government spending have affected saving and investment in the economy. For instance, people tend to save out of disposable, post- tax income. So increasing income tax reduces people’s savings whilst the level of demand only rises. Government borrowing usually increases the amount of money in the economy. A growing economy needs extra money to finance the growth in everyday transactions, but as the government increases the amount of money excessively, the level of demand will also increase, creating more difficulties [19].

Cut backs on spending have heavily stunted the growth of marketing service industries such as advertising and design. It has become a buyer’s market as prices tumble and better deals are pursued by clients. Advertisers are having to face the difficulty of encouraging people to buy during hard times with many seeking for better deals, which includes cheaper prices, extended terms and value-for-money sales promotions, however these promotions may not always enhance brand loyalty since it may just be an alternative for consumers with limited budgets of spending. The economic recession  and rising unemployment  has left permanent scars which have been expressed in terms of buying trends, attitudes, values and, ultimately, the imagery of advertisements which now reflects these changing norms, roles and values of a culture, a lot of which can be seen in supermarket retailing with the introduction of own brands [20]. 


Escalating unemployment in the UK has had a lasting effect on consumer buying behaviour, with many being wary of the more expensive branded products and relying more on similar own-label options which often carries a much lower price, enabling people to get the same out of the product, but save more. Since 2007, the own-brand market has developed significantly going up by 51.7% to reach £118.13bn in 2011. Key-Note, a supplier of market industry reports, estimates that sales of own-label goods stand for approximately 40% of total supermarket retail sales in the UK [21]. Price consciousness does not seem to only be a product of unemployed or low income consumers as it was discovered that more than 70% of people from all social classes are no longer routinely willing to pay up for huge brands -even if they are easily affordable [22]. This raises new worries for national brands as it questions the real value of brand names held by consumers.

There are now more store brand goods offered by retailers than ever before, partially induced by the economic climate and a rise in low income consumers. In Europe, store brand penetration is the largest, with Belgium being third place after UK and Switzerland with store brand market share percentages increasing up to 40% since 2001 [23]. The creation and maintenance of brands is extremely important in today’s highly challenging retail environment [24]. Brands, providing key information to consumers to discriminate between competitive offerings are imperative to the success of retailers. Although consumer preferences for national brands are generally accepted as stronger over own-label brands and that competitive national brands are higher in priority for retail profitability, own brands have provided an underestimated leverage to retailers, enabling them to improve margins, especially in bad economic environments [25].  

With the rise of low -income consumers, effective marketing of own-label brands has captivated consumers and made the chain of store brands less susceptible to price pressures and attacks by national brand competitions [26]. It is questioned however, whether the marketing of own-label brands would ever match up to the superiority of national brands. Extensive advertising, strict quality managing and extrinsic cue effects as a result of these major advertising campaigns have strengthened national brand images signalling to many customers a quality reassurance [27]. Often judged as inferior to national brands [28], store brand groceries are often criticised in terms of quality of ingredients, taste, consistency and aroma. However, retailers have recently introduced store brands whose quality not only match but even exceed that of national goods, while still selling for cut prices. There is a heavy body of evidence found from business researchers that quality perceptions of own-label brands match to the quality perceptions of large national brands. This being consistent with recent trends of large numbers of consumers opting for cheaper options, suggests that many consumers feel store own-label brands usually provide the same experience or taste as good as big name national brands [29] However, to the extent that consumers use pre-existing knowledge to identify product quality, own-label brands have been facing a tough time unlike national brands. The cheaper own-label brands are less well known than national brands and lack specific relationship with particular manufacturers, making it harder for consumers to gain a sense of assurance [30]. 




It wouldn’t be wrong to suggest that the core reason for any difference in consumer judgement is due to the fact that own-label suppliers have very little market power in comparison with manufacturers of national brands [31]. With this being said, it has been argued that the more own-label products of high quality enter the market, the more consumers will be prepared to choose an own brand label over a higher-priced national brand [32]. The days when there was a stigma related to buying private labels are beginning to rapidly fade and although improved marketing strategies must be implemented in order to improve consumer recognition of own-label products, in terms of quality more and more consumers believe that they are equally the same as national brands.

Retailers have readjusted to adopt various strategies to get shoppers to come to their stores. Most retailers have used price cuts and promotions in combination with promoting own-label products whilst encouraging consumers to treat themselves in the comfort of their own home rather than dine out. There has been a rise in the use of money-off coupons and manufacturers have even reduced pack sizes of products to prevent rising costs on to consumers. Own labels are major winners of the downturn in the economy as shoppers are now more than previously, seeking out the best value for money. Having started out in food, own-label brands are increasingly extending into new categories such as clothes and household products which only tells the story that retailers are not limiting themselves but are adamant on attempting to make sure consumers familiarise themselves with the brands [33]. 

The advancement of own-label brands can be mainly attributed to ownership concentration in the retailing industry by multiples such as Tesco, Sainsbury's and Asda. The leading supermarkets, Tesco and Sainsbury's have adapted this branding strategy to the degree that 50% of their sales are made up by their own-label products. These supermarkets are expressing their determination to increase their penetration by committing substantial finances to their own-labels. Both Tesco and Sainsbury’s have acknowledged numerous advantages they have over manufacturer brands. Own-label brands have access to prime shelves as this space is controlled by the retailer themselves. Generally national brand manufacturers face a cost for the privilege of displaying and merchandising their brand on retailer shelves. Furthermore, retailers, unlike the manufacturers, have extensive information of competitors' sales data and promotions [34]. 

Emma Thomas, from the Co-operative Bank, stated: "People are being more conservative in their spending habits and are finding that cutting back on luxury items is the only solution to save money. Developing a household budget is essential to keep spending in check. The rise of unemployment and low income consumers has resulted in the budget supermarket retailers, such as Cost-cutter, Aldi and Lidl – to transform from the haunt of cash-strapped students to the savvy housewife's favourite [35].” 

Verdict Research (the leading authority on retailing providing research and publications of independent analysis of retail sectors and trends) have stated that 49% of consumers who shopped at Aldi believed that their low income and budgets led them to go Aldi more often than any other supermarket. Verdict Research also claimed that young shoppers were no longer invulnerable to the economic crises – unemployment along with high university tuition fees and the reduction of support from the cash-strapped wallet of mum and dad has truly impacted their spending behaviour, as they are no longer the cash cow for fashion retailers aimed at young people. Meanwhile the older generations grow in numbers creating a great consumer market (although with restricted spending muscle). Verdict concluded by saying that the recession is causing an unprecedented change in consumer behaviour with discounter retailers enjoying impressive growths [36]

We have today the components of a self-perpetuating inhibition to economic development that spells underemployment of our resources, human and material.

The credit crunch, subsequent recession, unemployment and inflation have had profound effects on consumer attitude and shopping culture. The wider dimensions of retailing have been affected by ever-changing consumer values and culture. Quality is now about listening to customers and providing them with more than what is expected. Retailers now have to pay attention to the details and acknowledge that it’s about getting it right the first time, every time [37]. Price, or more precisely value, now sits solidly at the top of the consumer agenda. Customers are continuously looking for the best prices and are increasingly switching to own label or alternative brands if this is not fulfilled by national brands. 

Taking into account current buying patterns and trends which go hand-in-hand with changing socio-demographical factors, retailers will be questioning themselves as to what will come for the future. Expensive stores have seen major declines in sales and profits whilst budget stores such as Primark and Poundland have experienced nothing but boosts in sales figures and profit, even when their costs have increased simultaneously. With consumers opting for cheaper products with the belief that they provide the same experience as expensive brands, it will be questioned whether national brands are not doing enough to stimulate stronger brand loyalty or whether the rise in unemployment and low income is in fact too powerful to deal with. 

Tightening consumer budgets are taking their toll and what makes the matter worse is that there simply is no way out of the slump yet for big retailers; the only response to tackle the problem seems to be cutting back on expenses by closing stores, forcing thousands of employees out of their jobs and finding solace in E-tailing techniques by promoting new methods of consuming where online shopping is encouraged for a smoother and easier experience in the comfort of a home. 

Statistics explicitly point out that even when wealthy consumers are being targeted, big brand retailers are heavily underperforming and with prices being criticised more than ever before, one can only wonder what once successful retailers will have to face battle with; whether it will be a slow and painful recovery, or an eventual depletion.
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