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Innovation Success: The Overlooked Role of the Retailer  

In the fast moving consumer goods sector, the financial rewards from a widespread consumer 

acceptance of an innovation can improve a firm’s competitive position (Sorescu & Spanjol 

2008), while innovations are able to protect companies during harsh economic conditions 

(Lamey et al. 2012). Accordingly, brand manufacturers spend significant resources on the 

development and launch of new products. But high expenditures in combination with high failure 

rates (Völckner & Sattler 2006) make it crucial to understand what drives innovation success. 

The success of an innovation has been linked to the characteristics of the innovation itself 

(Steenkamp & Gielens 2003), the launch strategy (Kalish et al. 1995), and the characteristics of 

the mother brand (Völckner & Sattler 2006). We argue that also the retail environment is highly 

influential in determining the success of an innovation in the first year after its market launch. 

Retailers strive to build a certain reputation themselves, which is – among other factors – a result 

of adding innovations to their assortment and ‘nurturing’ them properly. Hence, an innovation 

that performs well with one retailer might struggle with another. In our sample of 120+ 

innovations launched in the U.K. grocery market between 2005 and 2008, we indeed observe 

substantial variation in innovation performance across the largest U.K. retail chains. Consider the 

example of ‘Nescafe Dolce Gusto Coffee Capsules’ introduced in the U.K. market in November 

2006. After one year in the assortment at the retailer, this innovation generated more than twice 

the market share at Waitrose than at Tesco, while the innovation was not even sold at retailer 

Iceland that year. In general, more than 20% of the variation in innovation success at the retailer 

in our sample can be explained by retailer factors. Accordingly, it is important for retailers and 

manufacturers alike to understand what drives these substantial differences in innovation success 

across retailers. 

Prior studies on innovation success predominantly focused on the dynamic success of an 

innovation at the national level (e.g., Sorescu & Spanjol 2008; Tellis et al. 2003) instead of the 

retailer level, contributing significantly to our understanding of what market factors and 

variables under manufacturers’ control are able to drive the national success of an innovation 

(Gielens & Steenkamp 2007; Steenkamp & Gielens 2003). However, to become successful, 

manufacturers first need access with their innovations to the retailers’ shelves. Powerful retailers 

are confronted with an abundance of CPG introductions in a wide variety of categories each year. 

This has empowered large chains to select and accept manufacturer innovations only on a limited 

scale. Retailer adoption has been shown to be driven by profit-related factors, retailers’ 

relationship with the manufacturer, and category factors (Kaufman et al. 2006; van Everdingen et 

al. 2011; White et al. 2001). However, the latter studies focused on retailer adoption, but ignored 

the subsequent success of the innovation. This study highlights the role of the retailer in 

innovation success, by studying innovation success across different retailers after its launch at 

the retailer, while at the same time, taking into account the foregoing decision of the retailer to 

adopt the innovation. Therefore, we zoom in on the role of the retailer in driving innovation 

success, where we examine three broad categories of variables to influence innovation adoption: 

(i) general retailer drivers (e.g., retailer equity, retailer type) to attract shoppers with a specific 

profile, (ii) retailer-category drivers (e.g., retailer assortment uniqueness, retailer private-label 



 

assortment, category importance to the retailer), and (iii) retailer-innovation drivers (e.g., 

innovation promotion at the retailer, innovation price setting at the retailer, innovation 

uniqueness at the retailer).  

To answer our research question, we estimate a Heckman (1979) selection model to 

simultaneously model the retailer’s decision to adopt the innovation, and once accepted the 

success of the innovation within the retailer, while correcting for endogeneity. We quantify 

innovation success as the innovation (volume) share in the category at the retailer, measured one 

year after its listing at that specific retailer, while taking into account the earlier adoption of the 

innovation by other retailers. Preliminary findings reveal that retailers seem to exert a major 

influence on innovation success, through their decision to accept the innovation into their 

assortment, but more interestingly through the ability of their retailer environment to stimulate 

innovation success at their stores. For example, overall retailer perceptions and retailer 

innovation-specific support are especially important in driving consumers’ decision to purchase 

an innovation at the store, while a strong private-label focus in a category at the retailer is 

detrimental for innovations.  
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