
 

Legal Disclaimer Solore quibus coreperatiis am rem vent utem ut fugitiisqui dolor ad quo molupta 
ectibusam, inverov itatist aut acepediam ipsusanda voluptinis ipsae sunt. Arci nonseror 
rehenienes erentia vento beature doluptat. 

Acimendae volorum ate et la sum lit alique excearu mquasit quibus nis dolupta tibereictet 
harchil lautemquam ventia volupta temquiam fugia aut ero quati imintest rehentur? Xerem 
ut optibea quam re sincimincto consequi abore natus eum aut laut event utaerovit illorio. 
Nam eturem ad quatem. Nam, simil enimaxi moluptatur, quatqui omnistrum simusandae 
pro imi, ut eatem ent faceped moluptate nulpa. 

Id quiaes entotasim volut facesto custia ditae nulliquam, es re ne consequi blabori 
onsequam volenis sitatet underov iducius aeratis evel eum aut magnis dolut laborrum a 
cus et, culla pos moluptas aut officiduci ipsaerio explis que nihitam ventis maxim estio eos 
molupta cullis eos et etur? Qui tota por maio ilignis tiatur mo qui ut doloriae nis nobis iur a 
verunt mos alit por molore antiam sum rest pos ese rest, cus doluptaque peruptu 

 

Searching for Big Spenders 
Why Retailers Shy Away from Third-Party 
Supplies in Brick-and-Mortar Stores 
 



 

© 2014 Actionable Intelligence » THE PRINTER AND SUPPLIES INDUSTRY’S LEADER FOR NEWS AND ANALYSIS 1 

Actionable Intelligence Whitepaper | SEARCHING FOR BIG SPENDERS 
 

Copyright Notice Copyright © Actionable Intelligence, 2014. All Rights Reserved.  

No part of this report may be reproduced without the express consent of Actionable 
Intelligence. 



 

© 2014 Actionable Intelligence » THE PRINTER AND SUPPLIES INDUSTRY’S LEADER FOR NEWS AND ANALYSIS 2 

Actionable Intelligence Whitepaper | SEARCHING FOR BIG SPENDERS 
 

  

Executive 
Summary 

Offering revenues that total in the billions of dollars annually, inkjet 
cartridges are an important product category for a wide variety of 
brick-and-mortar retail stores in the United States as well as for 
many of the region’s online retailers. 
» This white paper explores how inkjet supplies became a key product for retailers and 

why many stores now limit the selection of cartridges they offer. 

» The paper examines the factors that have led many retailers to move away from third-
party inkjet cartridges in particular along with other alternative consumables such as 
refill kits and continuous ink supply systems (CISS) in their brick-and-mortar 
establishments. 

» Using data from Nielsen, the paper explains why customers who purchase 
manufacturer’s original supplies represent a greater value to retailers than customers 
who purchase third-party supplies because on average they visit the brick-and-mortar 
store more often and spend more money on other items. 

» The paper concludes with a look at how retailers are now bifurcating various inkjet 
supplies and selling third-party supplies at their online properties and OEM cartridges 
in their brick-and-mortar stores. 
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Introduction 

These days, inkjet supplies are 
ubiquitous in retail settings. In addition to 
being featured prominently at office 
superstores like Office Depot, OfficeMax, 
and Staples, inkjet cartridges are 
available at most mass merchants 
including Kmart, Target, and Walmart 
and at consumer electronics stores such 
as Best Buy and Fry’s Electronics. Inkjet 
consumables are even available at 
various grocery and drug stores. 

The relationship that retail stores have 
had with inkjet supplies has changed 
dramatically since the 1990s. Initially, 
inkjet cartridges were treated as 
specialized electronic components and, if 
they were carried at all, they were 
located in an obscure aisle along with 
impact ribbons for daisywheel and dot-
matrix printers. The PC explosion in the 
1990s changed all that. As the computer 
installed base grew, so did the number of 
attached printers. In a few short years, 
demand for ink for all these machines 
skyrocketed, and retailers did all they 
could to ease locating and purchasing 
supplies in this increasingly lucrative 
category.  

By the late 1990s, competition for a piece 
of the red-hot printer market was fierce. 
Original equipment manufacturers 
(OEMs) slashed prices on their inkjet 
printers using the rationale that if they 
could place their machines in the field, 
they could recoup lost margins through 
ink cartridge sales. Printer OEMs 
embraced the so-called razor-and-blades 
business model and looked for money 
lost on the sale of the razor (the printer) 
to be made up with the repeat sales of 
high-margin blades (cartridges). So, as 
the price of hardware fell at dizzying 
rates, the price of ink cartridges started 
to climb. 

Retailers happily added more expensive 
OEM cartridges as better, faster, and 
cheaper machines were released. 
Consumers began to grumble, however, 
as the price of OEM SKUs soared past 
the $35 mark and headed toward $50—
and beyond. To avoid buying pricey OEM 
replacement cartridges, consumers 
began seeking alternatives and third-
party supplies vendors brought to market 
a seemingly endless array of cheaper 
products to sate the growing appetite of 
inkjet printer owners. Retailers added 
more non-OEM SKUs as the demand for 
inexpensive third-party inkjet supplies 
grew. To gain coveted retail space, third-
party supplies vendors were willing to 
give 50 points of margin or more. 
Retailers found themselves in a “win-win” 
scenario where they either enjoyed solid 
top-line performance from OEM 
cartridges sales or great margins from 
the sale of non-OEM products. 

In addition to offering a growing 
assortment of OEM and third-party inkjet 
cartridges, retailers had the opportunity 
to sell alternative consumables products 
like refill kits and continuous ink supply 
systems (CISS). CISS solutions bypass 
cartridges altogether and feed the 
printer’s print heads directly from large 
containers of ink, which sit outside the 
device. CISS units are designed to 
deliver many more pages than a 
cartridge at a fraction of the cost. 
Although they never caught on with the 
general U.S. consumer, CISS products 
are big sellers in emerging markets and 
they are popular in the United States for 
certain niche applications such as photo 
printing, which consumes large quantities 
of ink. 

Category Contraction 
With rising sales volumes and the 
promise of ongoing top- and bottom-line 
growth, ink cartridges became the darling  
 

With rising sales 
volumes and the 
promise of 
ongoing top- and 
bottom-line 
growth, ink 
cartridges became 
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of categories managers in many major 
U.S. retailers by the end of the 1990s. 
Seemingly overnight, inkjet cartridges 
morphed into consumer packaged goods 
with much more attractive price points 
and margins than shampoo or 
mouthwash. Initially, retailers provided 
plenty of shelf space and product facings 
for a wide range of inkjet SKUs. As time 
wore on, however, store managers 
became more savvy about the category 
and developed a shrewder and more 
profitable strategy, which most brick-and-
mortar stores employ today. 
Perhaps the most important factor behind 
the drop-off of third-party supplies at 
retail was the OEMs’ ability to market 
consumables profitably without huge 
price tags. Hardware manufacturers 
began selling a growing number of 
machines with supplies that cost less 
than $20 or, in some cases, less than 
$10. Often, it would cost even more to 
print a page with the OEM’s lower-priced 
cartridges, but the third-party supply’s 
value proposition was greatly reduced as 
price points of OEM cartridges came 
down. With the “sticker shock” removed 
from OEM SKUs, sales of third-party 
products declined. As a result, retailers 
began to focus more intently on OEM 
cartridges, which provided more 
marketing dollars and other benefits that 
third-party vendors could not afford to 
offer, along with more inventory “turns” 
than third-party supplies.   
Retailers were also increasingly 
concerned about the availability of high-
quality third-party supplies, and many 
began selling only OEM SKUs to avoid 
any business-continuity risks. For larger 
retailers, locating a reliable supplier of 
high-quality inkjet cartridges proved to be 
difficult. There are a limited number of 
third-party supplies vendors that can 
fulfill the large inkjet cartridge orders of 
customers the size of Staples or 

Walmart. There are even fewer that can 
deliver the high volumes giant retailers 
demand and do it with cartridges that 
work flawlessly and do not have a large 
number of returns. 
The difficulties associated with an 
uninterrupted supply of third-party ink 
cartridges were compounded as OEMs 
began to sue third-party suppliers. In 
2005, for example, HP sued one of 
Staples’s key inkjet cartridge suppliers, 
Lenexa, KS-based, InkCycle, for 
infringing certain ink patents. Epson 
initiated a massive legal action against 
dozens of companies marketing Epson 
compatibles in 2006. The OEM alleged 
widespread violations of patents on 
virtually all of its cartridges for desktop 
machines. Epson won the suit, which led 
to restrictions on the import and sale of 
non-Epson inkjet cartridges into the 
United States.  
The Epson suit forced brick-and-mortar 
retailers to remove Epson compatibles 
from their shelves during 2007. The 
move followed a trend that had started 
prior to Epson’s victory. In 2006, for 
example, Best Buy dropped the Basix 
line of third-party supplies from its store 
and sold OEM cartridges exclusively. 
Similarly, Target had offered an 
assortment of third-party inkjet products 
at its stores, but by 2006 Target was 
selling only OEM SKUs. Walmart had 
also carried a variety of third-party SKUs. 
While it continues to offer them online, 
the world’s largest retailer ultimately 
ditched all its off-brand inkjet cartridges 
and focused on selling only OEM 
products. Staples also removed all its 
remanufactured HP SKUs from retail 
stores in 2007. 

Seeking Greater Value 

We speculate that, in addition to growing 
weary of the risks associated with third-
party products in terms of intellectual 

Perhaps the most 
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behind the drop-
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property and business continuity, 
retailers also began to rely more heavily 
on OEM SKUs in order to shore up 
sagging top lines as inkjet hardware and 
cartridge sales began to fall. Printer and 
cartridge sales have dropped steadily 
over the past few years as people print 
less and less in the home. While they 
may not offer the hefty margins that third-
party supplies provide, OEM products 
generate more revenue and offered 
retailers a way to slow growing revenue 
declines in the inkjet category. 

As Chart 1 shows, OEM cartridges are 
typically priced at least 15 percent higher 
than the equivalent third-party product. 
Such a premium has become attractive 
to retailers as they face increased 
scrutiny from Wall Street and skittish 
investors who are willing to dump shares 
whenever a decline in top-line numbers 
is detected. Not only do their cartridges 
generate higher revenue, as noted 
earlier, OEMs frequently offer retailers 
generous marketing dollars and other 
perks such as slotting and product 

placement fees, which further slow the 
revenue decline.  

Retailers not only look to maximize the 
revenue opportunities of each item in 
their store, they also look to unlock the 
full value of each shopper who enters the 
facility along with any potential future 
profitability these shoppers may 
represent. In addition to the enhanced 
revenue opportunities they provide, data 
collected by Nielsen Holdings suggests 
that selling OEM cartridges exclusively 
affords retailers certain benefits that go 
beyond consumables sales. According to 
the Nielsen data, in general, households 
that purchase OEM inkjet cartridges 
represent more value to retailers than 
those households that purchase non-
OEM products.  

Data collected between February 2012 
and February 2013 from the U.S. Nielsen 
Homescan Panel, which is made up of 
nearly 120,000 households across the 
United States, reveals that households 
that use OEM cartridges tend to spend 
more money and buy more items from a 

We speculate that 
retailers also 
began to rely more 
heavily on OEM 
SKUs in order to 
shore up sagging 
top-lines as inkjet 
hardware and 
cartridge sales 
began to fall. 

*Pricing	  gathered	  at	  OEM	  and	  office	  superstore	  
ecommerce	  sites 
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retailer compared to third-party supplies 
customers, regardless of whether they 
are actually purchasing cartridges when 
they visit a store. Overall, the data 
collected from the Nielsen panel 
indicates that the average household that 
purchases computer accessories 
including ink cartridges spent 
approximately $8,187.90 annually during 
the study period at office superstores, 
wholesale clubs, mass merchants, 
consumer electronics stores, or online 
sites. As we shall see, however, 
households that purchase OEM supplies 
spend well above the average. 

Chart 2 indicates that the total annual 
“spend” of households purchasing OEM 
cartridges at retail stores is greater than 
households that buy non-OEM products. 
Spending a total in excess of $110,000 
annually, households buying HP 
cartridges represent the largest buying 
block in terms of dollars spent of all the 

OEMs. This high total reflects the fact 
that over 50 percent of the installed base 
of inkjet printers in the U.S. is made up of 
HP machines. The total amount of 
money spent by households with an HP 
machine is higher than those of all the 
other OEMs combined because of the 
smaller number of households that own 
non-HP inkjet units.  

Drilling down further into the Nielsen 
data, Chart 3 on the next page reveals 
that households that self-identify as one 
that purchase OEM products spend 
upwards of 25 percent more annually at 
retail stores than households that say 
they purchase third-party supplies, 
regardless of whether any cartridges are 
purchased. The chart also shows that 
OEM consumers exceed the $8,187.90 
average annual spending of a household 
that purchases computer accessories, 
while annual purchases by non-OEM 
households fall below that average. 

OEM consumers 
exceed the 
$8,187.90 average 
annual spend of a 
household that 
purchases 
computer 
accessories, while 
annual purchases 
by non-OEM 
households fall 
below that 
average. 
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Likewise, as Chart 4 illustrates, when a 
household uses OEM supplies, the 
average dollar value of that household's 
shopping basket is higher than that of a 
household that uses third-party ink 
cartridges even when the customers are 

not purchasing supplies. When OEM 
supplies are actually in the shopping cart, 
households that purchase OEM supplies 
tend to spend on average roughly twice 
as much as households that 
purchase non-OEM cartr idges,  as  



 
 
 

© 2014 Actionable Intelligence » THE PRINTER AND SUPPLIES INDUSTRY’S LEADER FOR NEWS AND ANALYSIS  
 
 

8 

Actionable Intelligence Whitepaper | SEARCHING FOR BIG SPENDERS 
 

can be seen in Chart 5. The OEM 
households also purchase more items 
than those that purchase third-party 
supplies, which is more good news for 
retail stores. 
None of this data is particularly 
surprising. As noted earlier, OEM 
cartridges sell at higher price points than 
third-party supplies, so it follows that 
price-sensitive customers will be 
attracted to cheaper non-OEM products. 
Similarly, one would anticipate that the 
value of a price-sensitive consumer’s 
shopping cart would be less than that of 
a consumer who purchases pricier OEM 
supplies. Therefore, it is clear that the 
retailer finds more value in attracting 
OEM inkjet supplies customers to their 
brick-and-mortar stores than third-party 
supplies users.  

In short, the Nielsen data clearly shows 
that customers who purchase OEM inkjet 
supplies tend to spend more each visit, 
purchase more items, and visit stores 
more often than consumers who 
purchase non-OEM supplies. 

Riskier Alternative Supplies 
Ten years ago, most retailers offered 
some type of refilling solution or even a 
couple of CISS units along with their 
third-party cartridges. Today, however, 
that is no longer the case. There is still a 
niche market for these types of products 
among do-it-yourselfers in the United 
States, but retailers have learned that, 
like other third-party supplies, refill 
solutions and CISS products are 
antithetical to the goal of maximizing 
customer value.  
Essentially, refill kits and CISS units give 
retailers a “one and done” sales 
opportunity. In addition to offering lower 
operating costs, these products mean 
that the end user will not need to 
replenish supplies for a long time—after 
all, that is their central value proposition. 
Thus, after making the initial purchase of 
a large quantity of ink, consumers who 
purchase refill kits and CISS systems 
may not return to that retailer for years, if 
they return at all. So, in addition to 
providing limited revenue, refill kits and 

In short, the 
Nielsen data 
clearly shows that 
customers who 
purchase OEM 
inkjet supplies 
tend to spend 
more each visit, 
purchase more 
items, and visit 
stores more often 
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who purchase 
non-OEM 
supplies. 
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CISS equipment do not generate much, if 
any, repeat foot traffic. For the retailer, of 
course, this is troubling because each 
computer-accessories customer that 
never returns to a store represents on 
average a sales loss of nearly $8,200 
annually. 

Another problem for retailers is 
alternative consumable products can 
adversely affect customer satisfaction. 
Refilling, either with CISS or a kit, is 
unreliable both in the refilled cartridge’s 
performance and the quality of the 
output. Refilling devices featured in kits 
range from efficient self-contained units 
to clumsy, poorly constructed ink 
containers that are all but guaranteed to 
leak during the refilling process. Just as 
refilling apparatus ranges from efficient to 
failure-prone so do the qualities of the 
inks. Refill kits marketed as being 
“universal” were among the most 
popular, but they were also particularly 
problematic. Promoted as being capable 
of refilling virtually any ink cartridge, 
universal kits generally could not live up 
to their claims. It is impossible for a 
single ink set to be “universal” because 
cartridges contain highly-specialized inks 
especially formulated to perform within a 
specific printing platform. 

In addition to selling refilling kits, some 
retailers experimented with in-store 
refilling equipment in hopes of generating 
repeat foot traffic from walk-in customers 
looking for a refill. Faced with many of 
the same problems associated with 
refilling kits, most retailers have 
discontinued attempts at in-store refilling. 
It is not easy to properly refill a cartridge 
in a retail environment, and the ultimate 
reward of such a service is that the 
retailers could charge only a fraction of 
the price of a finished cartridge. 
Moreover, the overall value of the walk-in 
customers is low because they are not 

likely to spend much or purchase many 
items when they purchase a refill.  

Although quite popular in other regions, 
CISS units never caught on in the United 
States. Most CISS units can deliver per-
page costs at a fraction of an OEM 
cartridge, which made them big sellers in 
emerging markets where users are 
extremely sensitive to operating costs. In 
the United States, CISS units were 
generally purchased with a specific use 
in mind such as photo printing and fine-
art applications that consume a lot of ink. 
Like refill kits, CISS units tend to attract 
DIY enthusiasts who are undaunted by 
what could be fairly complex and 
potentially messy setup processes. Many 
in the United States were put off by the 
systems, which hold large volumes of 
bulk inks outside the printer and feed the 
print heads ink through a collection of 
tubes. Most general users were also 
turned off by CISS offerings because of 
the work involved with installing the 
system and the risk of a sizable mess 
that would result from a unit being 
overturned. While certain CISS systems 
were developed to deliver high-quality 
output, general-usage units had the 
same shortcomings as refill kits because 
the inks were not formulated for use in a 
specific printer. 

Today’s Alternative Market 

While most non-OEM cartridges along 
with refill kits and CISS systems have 
vanished from brick-and-mortar stores in 
the United States, they are still widely 
available online. Many big-box retailers 
including all three of the office 
superstores (Office Depot, OfficeMax, 
and Staples), and Best Buy, Walmart, 
and others continue to offer an 
assortment of inkjet supplies on the 
Internet. Most market several different 
brands of non-OEM cartridges as well as 
various refill kits at their online stores. 

Like refill kits, 
CISS units tend to 
attract DIY 
enthusiasts who 
are undaunted by 
what could be 
fairly complex and 
potentially messy 
setup processes. 
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Apparently, while these retailers are no 
longer willing to provide prime shelf 
space to non-OEM supplies, many 
retailers just cannot say “no” to the beefy 
margins these supplies provide. Some, 
however, have stopped selling non-OEM 
supplies altogether. CVS Pharmacies, 
Sears, Target, and others have removed 
third-party products from their website 
and now exclusively sell OEM supplies 
online. 

Although many retailers continue to offer 
a wide array of OEM and non-OEM 
cartridges and refill kits online, they do 
not sell CISS units. The absence of CISS 
products is not surprising given the 
difficulties associated with these units. 
We suspect that retailers have stopped 
marketing CISS units online because of 
the risk of poor customer satisfaction. 

CISS solutions may remain unpopular 
with the average U.S. consumer, but the 
units are offered at some of the Internet’s 
largest sites including Amazon and eBay. 
There are also numerous small online 
retailers in the region that sell CISS units 
along with bulk ink and other supplies to 
support them. By the looks of these sites, 
we surmise the traffic and sales are low, 
reflecting the lack of appeal with North 
American consumers. 

Epson is attempting to overcome some 
of the issues plaguing the market for 
CISS. The firm has released a full line of 
desktop machines overseas that come 
preconfigured with CISS technology. 
Although not widely distributed, some of 
these machines are available in the 
United States on the Internet.  

Epson’s L series includes consumer and 
office devices with an onboard CISS unit. 
The machines appear to be popular in 
markets across Asia including in India, 
Malaysia, the Philippines, Singapore, and 
other regions. Epson is also marketing 
the L210 all-in-one in certain emerging 

markets in Europe like Romania and 
Slovenia. Here in the United States, 
distribution of L-series machines is 
limited to individual online sites such as 
Amazon and eBay.  

Although Epson’s unique line of 
hardware addresses some of the 
problems that have limited the adoption 
of CISS units in the United States such 
as the challenging set-up process, we 
still feel it is unlikely that Epson’s L series 
will be popular in the North American 
market. North American consumers are 
not as price sensitive as consumers in 
other regions, and they will find certain 
aspects of maintaining the devices 
troublesome such as refilling the external 
ink-feed units. Moreover, we doubt the L 
series will be available at any brick-and-
mortar retailers for all the reasons we 
discussed with other alternative supplies. 
CISS units, even those built into a printer 
at the factory, simply do not attract the 
high-value customers that retailers seek. 

More Change to Come 

While there has certainly been some 
contraction in the inkjet supplies 
category, the retail channel remains in 
flux. And this is true for third-party 
supplies as well as OEM cartridges.  
Certain retailers continue to experiment 
with alternative supplies. Ace Hardware 
and Costco, for example, have added 
refilling equipment to their stores over the 
past couple of years. We have also noted 
new lines of third-party finished 
cartridges packaged and promoted 
specifically for retail stores, such as 
Green Project’s “For Dummies” brand of 
ink and toner cartridges. 
Of course, OEMs are also looking for 
new ways to sell more of their cartridges. 
Last year, HP rolled out its Instant Ink 
subscription program in the United 
States. Instant Ink allows consumers to 
pay a monthly fee for a service that 

Although many 
retailers continue 
to offer a wide 
array of OEM and 
non-OEM 
cartridges and 
refill kits online, 
they do not sell 
CISS units. 
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automatically provides them with 
replacement cartridges. The program 
has been expanded to European 
markets including Great Britain. 

Regardless of any minor adjusts that 
may be made in the channel, retailers 
recognize that inkjet cartridges are now 
an important revenue stream, and one 
which they are loath to significantly 
tinker with. As demand has dropped, 
retailers have adjusted their inventories 
to feature more OEM replacement 
cartridges in their brick-and-mortar 
outlets than they had in the past. OEM 
cartridges allow retailers to shore up 
declining revenue with products that 
offer naturally higher price points and 
provide the value-add of attracting 
consumers who visit stores frequently 
and spend thousands of dollars 
annually. 

While they have limited the shelf space 
that they once devoted to third-party 
supplies, most retailers continue to offer 
non-OEM SKUs at their online stores. 
Over the past decade, the Internet has 
emerged as an important channel for 
consumables, and retailers today also 
market a wide assortment of third-party 
supplies on the Internet. 

Retailers appear to have moved away 
from more risky alternative supplies 
altogether including refill kits and CISS 
units. In addition to providing unreliable 
results, these alternative supplies do not 
generate the return sales that cartridge 
sales generate. We think that it is highly 
unlikely that retailers will go back to 
stuffing their brick-and mortar store 
shelves with risky alternative SKUs, and 
that even the selection online is being 
reduced. Although Epson is marketing 
machines with built-in CISS units in 
emerging markets, we doubt U.S. 
retailers will be willing to offer these 
devices in their stores or even online 
because of the limited follow-up sales 
they will provide, not to mention the 
potential for disastrous ink spills.    

We will continue to monitor the retail 
channel and report about the ongoing 
trends. It will be interesting to see if 
alternative offerings make any inroads 
with retailers or if these products and 
services will fall to the wayside. Can the 
OEMs continue to market products with 
the attributes that retailers have grown to 
rely on? Only time will tell. Stay tuned to 
www.action-intell.com for the latest 
insights and analysis. 
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About Actionable 
Intelligence 

Actionable Intelligence is the leading source for news, analysis, and research on the 
digital printer and MFP industry and the original and third-party consumables business. 
Actionable Intelligence provides clients with customized research and consulting, as well 
as up-to-date news and strategic analysis on Action-Intell.com, the industry’s leading 
destination site visited by tens of thousands of printer and supplies executives worldwide. 
Global printer OEMs, third-party supplies vendors, distributors, resellers, and a diverse 
mix of other companies rely on Actionable Intelligence to deliver timely and accurate 
information about the trends shaping the printer hardware and supplies markets. To learn 
more about Actionable Intelligence, visit www.action-intell.com. 

 

 


