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INTRODUCTION

GROCERY MANUFACTURERS ASSOCIATION

“Capitalizing on Retailer Data within the CPG Organization,” focused on what is

working and what needs work when it comes to retailer data for consumer packaged
goods (CPG) companies. Participants included guests from A.T. Kearney and members
of GMA, including more than 30 value chain executives from functional areas such as
sales and marketing, supply chain, and information technology.

The Grocery Manufacturers Association (GMA) thought leadership session,

While the topic of data and collaboration is not new to retailers, retailer behavior as a
collaborative data opportunity is only now emerging. Point-of-sale (POS), customer
loyalty and inventory are prime examples of data that can deliver mutual benefits for
all trading partners. As technology evolves at head-spinning speeds, CPG organizations
need to seize the moment and harness the power of retailer data.

The session began with a keynote address highlighting marketplace forces that are
affecting CPG manufacturers, retailers and shoppers. The session concluded with an
open discussion on how to capitalize on retailer data, develop collaborative approaches,
enable organizational analytical capabilities, and build IT and systems capabilities.

This paper highlights the keynote address and group discussions.
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CONSUMER FORCES
AT PLAY TODAY
(cont.)
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Mobile scan and pay. Handheld devices bring greater convenience and price trans-
parency to consumers. A shopper can now be in your store, check a price and order
from another retailer while still standing in your store. Pricing and inventory strategy
is more critical than ever.

All of these options, combined with the recent recession and its aftermath, are shaping
shopper expectations and behavior. However, while value is critical, it does not mean
that everyone is simply hunting down the lowest prices. People are still buying plenty
of full-priced iPads, for instance, even if they do then use them to search for electronic
coupons. Shoppers are also balancing privacy with personalization—many of today’s
younger generation are quite comfortable with sharing significant amounts of informa-
tion about themselves. Allstate Insurance is one insurer that took advantage of this
trend by offering customers auto insurance discounts in exchange for driving informa-
tion relayed by telematics devices.

CPG Manufacturer Challenges and Opportunities

Technology advancement and savvier consumers make it even more critical for CPG
companies and retailers to understand shopper behavior and tailor solutions to meet
their needs. The proliferation of consumer technology and information shares many
parallels with the challenges faced by CPG companies as they attempt to harness ever-
increasing amounts of data from both syndicated sources and retailers. Even with the
more traditional POS information, CPG companies are looking to do a better job of
harnessing insights to drive their network and operations. CPG companies and their
retailer partners have the opportunity to take the data and run with it—across their
supply chains, sales, marketing and merchandising initiatives.
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GROUP
DISCUSSION:
HOW DO WE
CAPITALIZE ON
RETAILER DATA?

GROCERY MANUFACTURERS ASSOCIATION

Open Discussion

Retailers and CPG companies are feeling the pressure to leverage data to drive change.
A sampling of quotes highlights the pain points at play:

We generate many insights, but I do not know what to do
with them! How can we ensure that every insight is useful
and actionable?”

— Marketing Director, Food Manufacturer

Our vendors created 300 insights this year, but most of them
are trivial...How can we increase the quality of insights”
— Vice President, Insight Organization, CPG Company

Shopper insights, social media...what next? What are we chasing
all the time and why?”
— Chief Marketing Officer, Global Retailer

Even allowing for the pain points, significant opportunities for collaboration clearly
exist for CPG manufacturers and retailers. But the change is not easy, and leveraging
the ever-growing amount of downstream data and additional sources of information
will require more than just adding data tables and running additional reports. It will
require rewiring the organization to take full advantage of the resulting insights and
translate them into action. Small-scale projects by many companies show that collabo-
ration can work, but genuine transformation will require more than just pockets of
investment here and there.

With these opportunities in mind, the group discussed four key components needed
to capitalize on retailer data:

e Collaboration
e Retailer data
e Analytical capabilities

* I'T and system capabilities
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GROUP
DISCUSSION:
HOW DO WE
CAPITALIZE ON
RETAILER DATA?
(cont.)
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1) Collaboration

Kev MessaGe: How today’s collaboration efforts merely scratch at
the surface of true potential

All session participants are in some form of collaboration with their trading partners,
from vendor managed inventory (VMI) to joint business planning. Participants consis-
tently acknowledged that today’s collaborative efforts merely scratch at the surface of
the true potential across the value chain. Whether limited in scope or not managed
systematically across the organization, they fall short of dramatically addressing op-
erating cost and working capital while lifting the top line.

Aligning the joint objectives of the programs and defining and prioritizing various
sources of data are critical.

Success rests on leveraging the unique insights of many different sources of informa-
tion—combining traditional data sources on retail shelf performance with inputs from
social media efforts. Syndicated data, retailer supply chain information, downstream
retailer POS information and customer loyalty data provide many, and often varied,
views of customer performance and shopper and consumer behavior.

CPG companies should seek to understand how the data is used within their retailer
partner’s organization, including key terms, metrics, operational structures and seg-
mentation approach. If a CPG company comes with insights that are not aligned with
the retailer’s view, the insights may be overlooked and the opportunity lost.

Participants highlighted the compelling need for CPG companies to align their data
warehouses and insight efforts with the way the retailers segment. Effective retailer
collaboration begins with effective internal collaboration. If the CPG manufacturer
has not established internal cross-silo interactions, it will be hard to develop effective
collaboration with sustainable and scalable benefits for retail partners. For instance,
demand forecasts built using POS and store inventory data are found to be a better
predictor of demand than traditional sales and operations planning efforts (See Del
Monte Foods Case Study in Appendix).

Participants discussed the need to segment and identify the “right” partner. Data quali-
ty and timeliness are critical to driving actionable feedback, so involving retailers early
in the process ensures they will be engaged and become part of the solution. CPG
manufacturing companies should not just review insights; they should partner with
retailers throughout the whole process. ldentifying retailers willing to partner in this
manner is critical.

Additionally, participants highlighted the need to continue evaluating the manufactur-
er-retailer collaboration as e-tailers emerge and play a bigger role. Segment share, cate-
gory management and other activities will center on CPG manufacturing companies
asking, “Am | getting my fair share?”
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GROUP FIGURE 2
DISCUSSION: The top-line and margin opportunity across CPG and retailers are significant
HOW DO WE (Source: A. T. Kearney)
CAPITALIZE ON
RETAILER DATA?
(cont.)

Typical CPG Opportunities Typical Retailer Opportunities

Shelf Portfolio Management
Optimum assortment serving
shoppers

¥ ¥
Product Innovation & Category/Brand Category Profitability Retail Execution
Speed to Market Strategy & Growth On-shelf availability
Innovation strategy Growth opportunities Assortment strategy New launch /
ROI on merchandizing/ promotional
promotional activity execution

T

Integrated Operations

- Demand/Marketing
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GROUP FIGURE 3
DISCUSSION: Integration of data is viewed as the most significant challenge with retailer-related data
HOW DO WE (Source: A. T. Kearney)
RETA' LER DATA’) Please rate the following in terms of factors contributing to challenges with quality of data
: analysis and insights? (n=17)
(cont.)
Chall in integrating dat
allenges In integrating da atahcert;?; ]
Integration / synchronization of data ]
Variety of sources of data [ ]
Lack of structured [¢ duct
ack of structured group to :g:lyl;(i:s ]
Limited izational bility t
g T ———
Consistency of data [ ]
Lack of clarity regarding data needed [ ]
Limited / Lack of systems to capture ]
data . i
Limited/jLacKciliSpolting a?d Ef ] EZ?QI;?%;Leggsa%?oap?gxss
systems
Frequenc! if data I llidieasinafcosioidataidats
q v as customer profit center
Accuracy of data ] 2) Lack of enterprise data team
3) Lack of common way to view
Volume of data [ the business. Everyone
Other ] wants a custom view
0 4 8 12 16 20
B Significant issue  Blssue, but we are managing ONot an issue

CPG companies should seek to understand how the data is used within their retailer’s
organization, including key terms, metrics, operational structures and segmentation
approach. If a CPG company comes with insights that are at odds with the retailer’s
views, the chances are the insights may not be sufficiently understood, and the oppor-
tunity to drive the desired action lost.

An additional challenge is creating an integrated view of the customer, considering the
significant increase in social media and collection of its data. The opportunity awaits
for establishing standards for data collection and sharing of social media data.
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HOW DO WE
CAPITALIZE ON
RETAILER DATA?
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i) Analytical Capabilities

Key MessaGe: Functional silos create challenges for developing and
acting on effective insights

Driving insights and creating change requires more than just analyzing retailer data.
The organization must be aligned and committed to change. Most organizations still
have functional silos and key groups, such as sales and operations, that fall short in
collaborating with, for example, supply chain or manufacturing. Analytics have been
found to meet the needs of some functional areas, but cross-functional analytics pose
a problem. Participants agreed that in most cases they need to focus the organization
on developing a strategic approach to data.

Model-practice organizations use focused collaboration teams to analyze cross-enter-
prise information and identify insights to drive change. The team often includes a data
steward whose job is to ensure data accuracy and timeliness so that insights are as accu-
rate and actionable as possible. This does not mean pursuing a single view of the truth;
rather the intention is to understand the diversity of views and the one that is chosen
to take action.

FIGURE 4
Nearly 70% of responses indicate that in-house analytics capabilities
are not meeting your needs
(Source: A. T. Kearney)

a How would you rate your in-house analytics capabilities? (n = 17)

:Best in Class, but not meeting needs
I

: 65%
: Not meeting needs
I

Best in Class, and meeting needs

In early stages, so | don't have a
strong opinion yet

Other

12%

0% 20% 40% 60%

The opportunity here lies in establishing cross-functional teams and identifying the
right talent to drive the efforts. In assembling the team it is important to appoint
members who are at a sufficiently high level to understand the needs of the organiza-
tion and the challenges presented, and have the ability to take charge of the change
required.
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APPENDIX:
Del Monte Foods
Case Study
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Using Demand Driven Data
for Supply Chain Execution

DeL MonNTE Foops

lnn/‘
CULINARY_ —_—
‘BROTHF .
HAT GOCORUT CUR C?"PU
m nn




What do High Impact Results Look Like?

For Del Monte

* Improved customer order fill rate to 99+%

* Decreased inventory by 27%
* Invested in strategic projects with 2 year payback

* Received Supplier of Year awards and Gold status from multiple
retail customers

For Our Customers

* Improved store in stocks to 99+%
* Decreased inventory for Del Monte products by 30+%
* Achieved negative working capital

Game changing service levels — WHILE lowering cost and
improving balance sheet

@ DEeL MonNTE Foobps



e Del Monte at a Glance

e Program Evolution — Three Transformations

« Demand Driven — Myth v. Del Monte Realities
e Guiding Principals & Key Takeaways

« Q&A
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Del Monte - Nourishing Families, Enriching Lives, Every Day

PET PRODUCTS CONSUMER PRODUCTS

= ~51.7B Sales = ~52.0B Sales
= ~20% Ol Margin = ~11% Ol Margin
= High Margin = Dependable
= Earnings Margin
Accelerator = Cash Flow
Generator

= High Growth
= Steady Growth

Integrated Supply Chain/Sales Force

Source: Reflects F10 Data
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Extended Supply Chain

el Monte Plants Del Monte DC’s Retailer DC's Retailer

/ D
/ Stores

. e-packers '@ @
Suppliers
PP \Co-packers

Over 1300 growers

supply Del Monte 41 10 strategically

Fruits, Vegetables Manufacturing located DCs

and Tomatoes and Co- . Over 5,500
Meat proteins and Ma“f‘fac"_u"“g ship-to

grains are the locations in the locations.
inputs to pet food UsS

DU 2,500 SKUs.




Del Monte Supply Chain Vision

* Become a VITAL Supplier by providing value for our
customers not available from any competitor

—Put the customer first and deliver best in class customer service

—Work with each Retailer the way they want — driven by their
metrics and scorecards

* Use downstream data and store level demand signal to
directly drive supply chain execution in real time

— Objective is to achieve high store in-stocks (99%+) while
targeting negative cash conversion for our retail customers

— Reduce lead times and increase responsiveness

BUY1T <——= MAKE1 <—3 REPLENISH1 <—= SELL1
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Our Vision in Action

Customer Awards and Accolades
*  Multinational Retailer: Pet Supplier of the Year
* National Club Retailer : 100% rating on 2010 vendor scorecard

* National Mass Merchandiser: #1 Supply Chain Vendor two
consecutive years

* National Grocery Retailer: VIP Supply Chain Vendor

* National Grocery Retailer: Gold Supply Chain Vendor and #1
vendor in November

* National Mass Merchandiser: Top 5 Supply Chain Vendor two
consecutive years

* Regional Grocery Retailer: Gold Standard Vendor
* National Pet Specialty Retailer: VIP Vendor

@ DeL MonTE Foops



 Del Monte at a Glance

e Program Evolution — Three Transformations

« Demand Driven — Myth v. Del Monte Realities
e Guiding Principals & Key Takeaways
e Q&A
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What Do We Mean By “Demand Driven”

- Traditional approach to replenishment relies on a monthly
or weekly forecast and reacts to customer orders.

- Del Monte uses store level demand signal to directly drive
supply chain execution in real time to:

* Increase sales by focusing on the “Ulti-metric” of store in-
stocks

- Reduce working capital by eliminating redundant
Inventory between DCs and Stores.

- Improve return on assets by increasing utilization in DCs
from reduced pallet storage requirements

e —



Old Replenishment Model

SELL — REPLENISH
T g
Retailer Retailer Del Monte Del Monte Plants
Stores DC’S DC’S l

Demand Signal >

@ DeL MoNTE Foops



Demand Driven Replenishment Model

SELL I REPLENISH ——> MAKE

;z; B
Retailer Retailer Del Monte Del Monte Plants
Stores DC’s DC’s

Demand Signal >
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First Transformation

S o B 0

Demand Side ]
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1. Demand Driven Internal Improvements

* Objective: Improve service to customers AND
generate working capital from reduced DOS

* Approach: Use store level demand data from
retailers to:
— Build factory to DC replenishment orders
— Reduce safety stock and free working capital

@ DeL MonNTE Foops



Two key platforms that helped us get here

Starts with an = Starts with POS
Enterprise Volume demand signals

Forecast (EVF) Directly drives item-

Focus on drivers ¢ Demand ttOre execution

volume Driven

ov Aaily process

Identifies supply Corrects for order

demand imbalances level variations to
Monthly process forecast

Traditional S&OP falls short without integrated demand driven
operating model
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Demand Driven Results

* |nconsistent fill rates

Before

« High Inventories

* Low forecast
accuracy - Product
Segment, Item and

ltem DC

Today

99%-+ case fill rates
*  98% to >99% in store in stock at key customers
* Inventory reduced 27% in 2 years

Forecast accuracy improved 400bp at product
group level and >20% at item-DC level.

« Awards from some of the largest retail customers
for supply chain excellence.

100.0%
99.0%
98.0%

96.0%
95.0%

Case Fill

97.0% -

improved >100 bp.
—\_Std dev reduced > 60%

EIE

F09 F10
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Second Transformation

.13

Demand Side ]
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2. Demand Driven Collaboration with Customer

Objective: Utilize store level demand data to improve
store in-stocks and reduce inventory

Scope: Two DCs and approximately 300 stores of one
of Del Monte’s major customers. All Del Monte pet
food items.

Approach: Del Monte VMI analyst and Retail
replenishment manager view daily exception
reports for potential out-of-stocks and for excess
iInventory

Adjust VMI orders to protect store in-stocks and
lower total system inventory

e —



Objectives Transformation

OLD OBJECTIVES
= DC Service to Store

Does not account for

store over or under -

ordering

Does not assure
store in-stock

= DC Days of Supply

Can duplicate store
inventory

NEW OBIJECTIVES

=  Store in-stock

= Places inventory at the
shopper “moment of
truth”

= Aligns functional
objectives

= Total system inventory

= Uses DC as a “shock
absorber”
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Industry vs. Best In-Class

30
25 .
Retailer
current days
20 - to pay =16
- O,
15 - 93.0%
- 91.0%
10 -
- 89.0%
> - 87.0%
0 - - 85.0%
Industry Average Baseline Best In-Class
i Store DOS mmDCDOS -e-Avg Store In Stock %
Source:

*Industry Average Store In-Stock %: ARC Advisory Group, Shelf-Level Collaboration Article, March 2010.
* Industry Average DC DOS: Average of Del Monte VMI Customers.

* Industry Average Store DOS: Assumes same as demand-driven replenishment pilot case.
*Baseline data: Average values before inception of demand-driven replenishment pilot.
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Demand Driven Impact on DC Space

Reduced retailer DC pallet space by 65%

DC Inventory, Pallets

500

450 146

400

350

300

263
250

200

150

100

50

RetailerTest DC1 RetailerTest DC2 Tot46

B Before Project Inception M After Project Inception
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Third Transformation

| |

Demand Side ]
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3. Link Customer Demand to Supplier Forecast

* Objective: Utilize Customer Demand data to reduce
working capital in the form of raw material inventory
and production downtime due to material shortages

- Scope: 600+ key suppliers, all Del Monte production
facilities

* Approach: Provide customer demand visibility to our
suppliers and CoMFG partners in REAL TIME. Manage
Inventory and orders across enterprises

— Enable supplier visibility to their inventories in Del Monte locations
and the production schedules to consume that inventory

— Enable suppliers to place their own replenishment orders to
maintain in-stocks with lower total system inventory

—~ Maximize adoption: Del Monte is investing in the capability.
Suppliers are only responsible for integration costs and process
change.

@ DeL MonTE Foops



Demand Driven Replenishment Model

SELL — REPLENISH — MAKE

ififi:
AT Enered
i 32 -
Retailer Retailer Del Monte Del Monte Suppliers
Stores DC'’s DC’s Plants

Demand Signal >
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Demand Driven Supply Management

Demand Driven VMI
Replenishmen
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 Del Monte at a Glance

« Program Evolution — Three Transformations

« Demand Driven — Myth v. Del Monte Realities

e Guiding Principals & Key Takeaways
e Q&A
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Demand Driven — Our Findings

Perception Del Monte Reality

1. To deliver results, we will 1. Capabilities were delivered
need an ERP, an army of using best of breed SaaS by
external resources, and a big internal resources over
bang implementation phased roadmap

2. Results will take years to 2. Results were designed to
reach full scale and we will deliver payback in same fiscal
pilot all projects year and scaled to network

3. Benefits to using downstream 3. Benefits of using downstream
data for Del Monte and data have been significant to

trading partners will be Del Monte and our retailers

difficult to measure and track
4. Process change drove 90+%

4. New tool will drive majority of benefit
Of bGHEfItS @ DeL MonTE Foops




« Del Monte at a Glance
e Program Evolution — Three Transformations

e Results

e Guiding Principals & Key Takeaways

« Q&A
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Our Guiding Principals

* Take 360 degree view of your enterprise to find opportunities
— We are both a consumer and a producer of downstream data
— Deploy capabilities with both retailers and suppliers

* Define program goals and objectives — and measure them
frequently

* Drive adoption —it is key to program success

— If your internal and external practitioners adopt and stay engaged, the
other fundamentals are working

* Costs must be market driven and align with benefit realization
— Del Monte does not charge our suppliers for demand driven tools

* Focus on USING the data — not simply capturing it
— Amount of data (# stores, items, frequency, etc.) is astronomical
— BUT the real differentiator is that we are using it to drive supply chain

e —



Thank you and Questions
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