
experience, says Liana Lubel, senior vice 

president, Nielsen Innovation Practice.

“Beyond basic-need products, many 

consumers are also buying based on how 

products make them feel, and premium 

products tap directly into a desire for 

products that provide specialised, enhanced 

or exclusive benefits. But delivering on

Around the world, consumers are 

looking for a taste of the good life. And 

it’s not just those who are wealthy. 

Sales of products in the “premium” tier 
– which research company Nielsen defines 
as goods that cost at least 20% more than 
the average price for the category – are 
growing at a rapid pace. In fact, the growth 
of the premium sector in many markets 
around the world is outpacing total 
growth for many categories of fast-moving 
consumer goods (FMCG). 

Between 2012 and 2014, the premium 
segment grew 21% in Southeast Asia, more 
than double the rate of the mainstream 
and value tiers (8% and 10%, respectively). 

Factors on both the supply and demand 
sides are driving the growth of the 
premium segment. 

First, many consumers have greater 
buying power. Consumer purchasing power 
is growing at 7% and 9% per year in China, 
India and sub-Saharan Africa, according to 
data from the World Bank. 

The Organization for Economic 
Cooperation and Development predicts 
the global middle class will increase from 
1,8 billion in 2009 to 4,9 billion by 2030, 
with the bulk of this growth coming from 
emerging markets. 

With more money in their pockets, many 
consumers are trading up for products and 
services they couldn’t previously afford. In 
addition, globalisation – which has given 
consumers access to a broader assortment 
of products – and an increased focus on 
the quality of products and the shopping 
experience in many markets have further 
fueled consumers’ appetite for premium 
products.

With increasing affluence, consumers  
are craving products that offer a total 

their expectations of the experience 

remains critical, and the most successful 

premium products are those that perform 

an important job for which previously 

available solutions were unsatisfactory or 

nonexistent.”

While the premiumisation trend is 

going strong, some of the big-player 

manufacturers have struggled to keep pace 

with smaller players across all price tiers. 

For example, in the US, the 25 largest food
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Internet penetration
Africa and Middle East

Market %

United Arab Emirates 92% 

Saudi Arabia 65% 

Morocco 61%

South Africa 49%

Egypt 37%

Pakistan 18%

Big US manufacturers struggle  
to keep up with smaller players

n Small manufacturers (top 101 and below)
n Mid-tier manufacturers (top 26-100)
n Retailers (via private label)
n Large manufacturers (top 25)

Share of category growth for US food 
and beverage manufacturers (2015)

49%

25%

23%

3%

n Better off n About the same n Worse off

Global Asia-Pacific Europe Africa &
Middle 

East

Latin 
America

North 
America

How respondents feel about their financial 
situation today compared with five years ago

55%
66%

34%
55% 50% 45%

25%
21%

31%

21%
21% 33%

21% 12%
25%

23% 29% 22%

Africa & Middle East Global

n I’m able to spend freely
n I live comfortably and am able to buy some things just because I want them
n I only have enough money for food, shelter and basics

13%

41%

46%
35%

14%

52%

Perceived financial spending ability today

selling at a premium



It’s made with high-
quality materials or 

ingredients

It has superior style 
or design

It’s from a well-
known or  

trusted brand

It provides 
superior customer 

experience

It offers or does 
something no other 

product provides

It’s from a location 
known for superior 

quality

It’s expensive

It’s handcrafted 
or made using 

artisanal methods

It’s only available to 
people of a certain 

status/exclusivity

It’s hard to find/
scarce

Premium perceptions are 
about more than price

Percentage who say attritube is what 
makes a product “Premium”

and beverage companies drove only 3% 

of the total category growth from 2011 

to 2015, while companies below the top 

100 drove nearly half (49%). While these 

numbers indicate an underlying issue with 

all new product development, there’s more 

at stake with premium products because of 

their higher revenue potential.

“Premium perceptions are not necessarily 

driven by a strong legacy brand, and 

existing brand equities can sometimes be 

at odds with shifting perceptions,” said 

Lubel. “A smaller company builds brand 

and product perceptions simultaneously, 

so it can more easily adapt to consumer 

demand. On the other hand, a well-

known mass-market brand may struggle 

to establish its offering as premium. 

Nonetheless, huge opportunities remain 

for established brands in the premium 

space, especially when there is sizeable gap 

between mass-market offerings and the 

existing premium tier.

“By leveraging their infrastructure 

and retail partnerships, large companies 

are uniquely positioned to reach a large 

consumer base with lower-tier premium 

offerings.”

Nearly as important as consumers’ 

income is how they feel about their ability 

to spend. 

In much of the emerging and developing 

world, the middle-class population is 

increasing, so it’s no surprise that more 

respondents in these markets than in 

developed markets say they’ve made 

financial gains in the past five years. 

With many consumers saying they have 

at least some discretionary income, the 

premium segment is rife with opportunity. 

And when it comes to purchasing 

premium products, for the vast majority 

of respondents, it’s not about the higher-

than-average price tag.

In fact, less than one-third of global 

respondents (31%) say they consider 

a product to be premium because it’s 

expensive—a clear warning to companies 

who push up prices without providing a 

very clear value proposition to support 

the change. Rather, respondents define 

premium products by exceptional quality 

and performance. About 54% of global 

respondents say a premium product is 

made with high-quality materials or 

ingredients. In addition, 46% of global 

respondents say a premium product 

is defined by superior function or 

performance.

Consumers buy premium products for 

both rational and emotional reasons, 

but the latter resonate more strongly in 

emerging markets than developed ones.

Fifty-two percent of global respondents 

somewhat or strongly agree that buying 

premium products makes them feel good, 

with the highest agreement in India (78%), 

China (66%), Africa/Middle East (57%) and 

Southeast Asia (53%). 

Status also is a more important 

purchasing consideration in emerging 

markets than globally. Nearly three-

quarters of respondents in India (74%) and 

roughly half in China (54%), Africa/Middle 

East (50%) and Southeast Asia (47%) say 

they buy premium products because these 

items show other people they have good 

taste. But premium products don’t just 

communicate sophistication and taste; 

they’re also an important indicator of

accomplishment. Roughly seven in 10 

Indian respondents say they buy premium 

products because these products make 

them feel successful (73%) or show other 

people they’re successful (69%). 

When it comes to the likelihood of 

purchasing premium products, not all 

product attributes are created equal. 

Certain product qualities justify a higher 

price tag in consumers’ minds—and 

consumers are more than willing to pay a 

premium for them.

In a world where conscious consumption 

is going mainstream, products with an 

environmental benefit can justify a higher 

price tag for many. In fact, roughly four in 

10 global respondents are highly willing 

to pay a premium for products made with 

organic or all natural ingredients (42%) 

or environmentally friendly or sustainable 

materials (39%), and just under one-third 

will pay more for products that deliver on 

social-responsibility claims (31%).
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Comes with high quality standards

“Green” attributes have 
premium potential

Global average percentage who 
are highly willing to pay a 

premium for attribute

48%

42%
Provides superior function or 

performance

42%
Contains organic/all natural 

ingredients

39%
Contains environmentally 

friendly/sustainable materials

34%
Offers/does something no other 
product on the market provides

31%
Delivers social responsibility claims

21%
Originates from a specific country

Comes with high quality standards

“Green” attributes have 
premium potential

Global average percentage who 
are highly willing to pay a 

premium for attribute

48%

42%
Provides superior function or 

performance

42%
Contains organic/all natural 

ingredients

39%
Contains environmentally 

friendly/sustainable materials

34%
Offers/does something no other 
product on the market provides

31%
Delivers social responsibility claims

21%
Originates from a specific country
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“The consumers interviewed stated that 

a special was of no value if the product on 

offer was not a quality product; was not 

convenient to obtain; had a high unit cost 

when buying in bulk; and had a short expiry 

date. This tells us consumers really assess 

the value being offered,” Pearson says.

 “South Africans want the savings they’re 

making to add value to their lives. These 

savings are only perceived as being ‘real’ 

when there is a sizeable difference in 

price, when the saving relates to a product 

consumed on a regular basis, and when 

more is offered (a bigger pack size) for the 

same price,” Pearson notes.

The survey also revealed that consumers 

were increasingly doing pre-shopping 

research using the internet, mobile phones 

and advertising. 

Loyalty programmes also swayed 

store choice, whereas coupons had little 

influence over store and product selection, 

with a significant number of consumers 

saying coupons didn’t offer real value 

or enough of a discount on regularly 

consumed products.

around the world
■	 The premium segment is experiencing 

strong growth – outpacing total 

category sales in many markets.

■	Consumers aren’t just trading up on 

big-ticket purchases; they’re also going 

premium on everyday purchases, such 

as personal-care, beauty, home-care and 

various food and beverage categories 

items.

■	 The most commonly cited features 

of premium products are exceptional 

quality (cited by 54%) and superior 

performance (46%). 

■	 Products with environmental or social 

benefits have premium potential. 

■	Consumers buy premium products for 

both rational and emotional reasons, 

but the latter resonate more strongly in 

emerging markets where aspirations for 

status and accomplishment are high. 
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Value drives sa purchase behaviour
Economic times may be tough, but South African consumers look beyond price when 

shopping for gorceries. In fact, consumer perceptions of the physical characteristics 

and quality of a product supersede price when making purchase decisions.

Best practices for 
launching premium 
products
Nielsen’s Innovation Practice has identified 

six guidelines for developing and deploying 

premium products:

1. Create a highly differentiated offering. 

All successful innovations resolve a real 

consumer struggle. Differentiation is 

particularly important for premium brands, 

as it helps justify the higher price tag. 

2. Ensure the product lives up to the 

promise. All products need to deliver on 

expectations, but it’s particularly true for 

premium products. 

3. Enhance the package design. 

Perceptions of a product begin as soon as 

consumers lay eyes on it. Packaging helps 

brands get noticed and, more importantly, 

can significantly elevate perceptions of a 

product. 

4. Ensure the price is right. Just as new 

products should be developed with the 

consumer in mind, they should be priced 

based on consumers’ value perceptions. 

Brands can justify higher price points by 

consciously managing consumers’ frame of 

reference. For example, hair care products 

that promise salon-quality results can often 

charge more than traditional products 

because they have included professional 

hair services in their competitive set.

5. Activate in a way that amplifies the 

product’s unique proposition. First, brands 

need to be conscious of how consumers 

see their product on the shelf. In addition, 

brands should promote with caution, 

as discounting frequently or heavily 

can erode premium perceptions. Finally, 

brands really need to ensure that their 

marketing resonates emotionally. Besides 

demonstrating a technical benefit, brands 

need to communicate a higher-order 

emotional benefit that connects with 

consumers’ aspirations and needs.

6. Provide sustained, long-term support. 

Most new products experience a sales 

decline in their second year in the market. 

The growth brands spend almost the same 

amount on advertising in year two as they 

didin year one. In contrast, second-year 

advertising spending for brands that decline 

equals only about one-fifth of their year-

one budget.

These were among the 

insights that emerged 

from BMi Research’s 

latest consumer shopping behaviour survey 

that sought to explore the impact of the 

current economic climate on South African 

shopping behaviour. 

“It’s an easy trap to fall into, believing 

that price alone will sway a consumer’s 

decision to buy a product. But consumers 

are more perceptive than that, and consider 

promotions holistically before buying,” says 

Gareth Pearson, CEO of BMi Research.

Consumers participating in the survey 

stipulated that the quality of products 

on special was particularly important. 

Products needed to satisfy their needs and 

expectations, last a long time, have expiry 

dates and quality checks, and demonstrate 

all the characteristics of regularly priced 

items.

Surprisingly, consumers were aware of 

the false economy related to specials, like 

the fact that they paid more for smaller 

quantities. As a result of this, consumers 

first evaluated offers before buying.


