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1. SHORT INTRODUCTION

Who we are and why we are here



http://upload.wikimedia.org/wikipedia/commons/b/bd/Metro_AG_2010_logo.svg

\ Nestle RolandBerger

Strategy Consultants

Introductions

AndréPallingerMetro Group

Norbert ReiteNestlé Deutschland AG

Tim ManasselRoland Berger

PatrickMullerSarmientoRoland Berger
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=4 estle Strategy Consultagts

Roland Berger Strategy Consultastsne of the top 4 global

consulting firms; We provide strategic advice to top decision

Founded ih96 in Germany by Roland Berger

4 3offices i@ lcountries, with ovkO0@Employees

200+Partners currently serving approxit@@nternational clients
Among the t@pglobal strategy consultants in the world

and the onll;of European origin

Our profile
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Metro Groups one of the biggest retailers in the world operati

four different divisions

el [y (.l Sales EUR 67.8n |
‘ | a EBIT EUR 2.Bn I
Countries with presence 33 I
Number of staff 283,00

METRO GROUP 2011
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real; is the leading hypermarket chain in Germany

real~ group at a glance
EUR 11.Bn

427

Sales

# of Stores

# of Articles  up to 80'00(
Number of Staff 55,800
Sales area,00Q 15,00Ggm

STRATEGY

> Leading hypermarket chain
in Germany

> Focus on orstop shopping

> Successful new marketing
campaign ("Just one store.
You won't need more")

> Comprehensive turnaround
process since 2008
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OUR STORY TODAY: CASE #1

Jointvalue creation us(bgGRat Metro Group
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Unsatisfied customers, declining sales and excessive promo
activity had created a negative spiral

Unsatisfied customers

Stores attempt to G

offset with higher Declining customer

. numbers
regular prices
Greater pressur& Negative
on margins sales trend

A g

Rise in promotional activity
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Thereal; brand needetb be sharpened and made attractive |

order to improve customer perception

2 4

Targefcustomer More customer OpUTZodl [l Established
specific marketing @ friendly TR, DR i Private labels
slge]gglelife]g
A ‘ -

I eall-
»3BIO

g

real-

QUALITY
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Thepermanent turnaround i&al; is based on three

strategic pillars

Sharpening theal; B. C
brand Optimizing -
. _~— branch portfolio Adjusting costs

and structures

e

Taking account of the sales and cost side
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CCRnhas been the most important element for the turnaround

real-

Sharpening the PROFIT CONTRIBUTION
el Projects based

A CCR contribute
to the prof

Increase of the
turnaround
process
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Theresultsspeak for themselves!

PROVEN TURNAROUNDPOSITIVE CLEAR WAY FORWARD 201
3.5% INDICATORS

3% | outperformed the I Further enhance usage of
market customer insights

> Qverall satisfaction

improved:
i Price perception II Grow imewchannels I
i Product

presentation

i Service I I Secure and Iincrease I

200320072008 200920102012

Target > Brand perception

improved

profitability
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Customer Centric Retailifadlows four clear steps

Understanding Customer Deriving and Involving
the customer segmentation testingneasures & industry partnerg

Consumer Healthy nutrition Obtimizati |
anel data Conservative & ptimiZation o Sz
POS dat?p demanding ourentire %E%\ Ne_Stle

Discount price level

marketingni X

> Store layout P &G

Smart budget family
Cold kitchen
Hoarding consumer

> Assortment

Young family with child

> Pricing
Small present > Promotion

Lovalty card
da%/a y (10)] Young and fast cuisine > Placement

Bottle store (reusable)

D M OB rnn e re

Source: Roland Berger S
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GROUP &

We derivegightcleanmprovemenievers for the usage of
customer insights

tg%%r We identified 10 customer segments and their growth potenti

Brand 4 We aligned our entire communication to our target customer segments

Store IayOLE Weoptimizedhe store layouts basadndividualistomer "DNA"

Marketing mix
Product Weidentifiethe potential for private labels and branded goods
assortment
Price Weknewwhich items to offer to our customers at the best price
Promotion E Weselectethe items for our flyers to attract most target customers
Weadjusteghelf layouts and chronology according to the shopping
Placement [ behavior of our customers

-

Organization/

processes E We set up a custoroentric organization

Source: Roland Berger GMA Conference 2011 synopsis FINAL.Hx


http://upload.wikimedia.org/wikipedia/commons/b/bd/Metro_AG_2010_logo.svg

CUSTOMER GROUP 45 Nestic RolandBerger

Strategy Consultants

The old customer segmentation has been replaced with a ne

needdased segmentation

OLD
SEGMENTATION>

NEW
SEGMENTATION

>

> Sociedemographicg§]
characteristics £
formed the basis |
for segmentation

> Shopping behavior,
irrespective of sacio
demographic characteristics,
forms the basis of the
segmentation

> Result:
Two segments Selective
I Family
Managers ke with major relevance to
i Best Agers purchasing behavior

Fewinsightsinto

of customers
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CUSTOMER

We formed 10 selective customer segments based on purch
behaviorand each segment's value potential was identified

126 TOTAL

real; 90 20

110 65
H B o esm == B -

65
H B
SN I e .
Super ‘ 90 82 79 102
vaie | g o pmm omm mm
Dis 107 100 102
counter - ! 2.1%

i)

PRS- i\:\ /..!‘ R SN
Healthy Discount Young Young Cold Conservative
nutrition price level and fast family with  kitchen & demanding

cuisine child

Distribution of spending on laundry detergent vs. tataD utkamket

SourceGfKcomparison, Roland Berger GMA Conference 2011 synopsis FINAL.gbtx
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We developed our brand positioning along the needs of our |

customer segments

POSITIONING THE BRAND

L TARGET CUSTOMER SEGMENTS
|WON.Tdli ealthy | DiscountYoung |Smart onsef
NEED]MORER vative &
deman
real ding
2nd

focus focus

WE ARE LEADING IN
ERESH, QUALITY AND VARIET)Y,

Source: Roland Berger Profiler October 2008 GMA Conference 2011 synopsis FINAL.gk8x
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STORE LAYOUT OPTIMIZATION

We clustered our stores based on their ircligidouaer "DNA"

and size
LOCATION portfolio STORE PRODUCT
cluster range alignment
> >
Customer

cluster
y z Strong Frui& Pﬁ,
AR I . liil vege
e Premiu S
N B 10| . | &
Customer segment distribution [V/EESIEULE (o]t
Store A Store B Store C é 9
22 17 31 e | el é
L 32 19 <3,0003,000|>5,00
y ” . m2 | 5000 n (P
19 12 7
22 9 12
6 8 11 22
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PRODUCT ASSORTMENT GROUP

Customer data is helping us to increase loyalty and custome
of our entire assortment

EXAMPLE: NOODLES Loyalty [Index-000]

high
of branded

products witbw
customer relevance

Brand A SPAGHETTI

Brand C SPAGHE

Brand A LA COLLEZIONE LASA

Clear strategieforlow s =

relevance products:

rQ SPAGHETTI NC
Brand B LASAGN

Increaséoyalty and
reachwithCCRevers

Delistingto free shelf [QLASAGN!

space for other brands i Customer
Replace wiffrivate label [l ~ reach [%)]
items low (] high
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Pricing adjustments enable us to target our key customer se
and subsequently increase sales

Best relevan
prices
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For flyers we selected the right items for the right customer
segments which increased its attractiveness for key segmen

ACTUAL NATIONAL FLYER ACTUAL TEST FLYER
Week Reacti Cust @ receipt React Cust. @ receipt
25 Vo vation Reach . vation Reach
W | 3% 1% EUR34 > 4 % 2%  EUR47
VBUler | customey CS1CS2 CS3 CS4 & | Custome| CS1CS2CS3CS4
| segment ~SE» | segment) (o5 gpEe
CR inde CR inde
Week Reacti Cust. @receipt Reaci Cust. @ receipt
26 vation  Reach | vation  Reach
. 3 % 2 % EUR38 } 5 % 3% EUR3S
ff‘""" 8 | Customer CS1 CS2 CS3 CS4 Customel CS1 CS2 CS3CS4
segment segment 1166
CR indey| 92/ 195/ 93] 96 CR inde FE] 166JESH] 137
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PRODUCT PLACEMENT

All our store planograms were reviewed and optimized base

availlable customer data

CUSTOMER ANALYSIS ACTION TO OPTIMEAANOGRAM

Nivea& mild gels |Low price + value brands Adidas, Axe,
' . CIiff

Low price j _ : _ .
Mild gelsE Alternative gels : Axe/Cliff
Duschdas = ) - |
— | BasiC pyschdas Fa | Adidas
Fa L 4 O Nivea ibrands |
: _[H__ ! IAlt. gels
Basic brands Basic M. ! Low price
Nivea ——H Adidas, Axe, Nivea& mild . Low price + value
Cliff i gels ' brands
Mild gels > AxelCliff | o | Alternative gels
. i Mild gels
Alternative gels LL : ° | Basic
< I | brands Fa | Duschd
. : i | as
Axe/Cliff —Ei Adidas | Nivea |
Adidas i | Low price
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Together with an industry partner we completely refurbished
FHC category

PROJECT EXAMPLE

BEFORE
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OUR STORY TODAY: CASE #2

Optimizintpe dry goods range at Nestle
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Nestle aims to be appreciated and respected for the develop

business relationships

2 Velfalt
”[{fo: Jhrea E7 Erfoiz!

\ Ne Stle

"OUR VARIETY AND MUL
PLICITYFOR YOUR SUCCESS

> Utilize size and competenciegirive
agenda with customers

> Enhance valuia variety and multiplicity in
brands, products, technologies, skills, peop
knowhow

> Target is to ensure succdss customers
and their teams as well as for Nestlé

So is(s)t Deutschland 2011

e Based on over 10,000 interviews
sonanll (he study analyses how changes ir

society impact dietary behavior
and also highlights shifts in trends
In comparison to 2009

GMA Conference 2011 synopsis FINAL.gx
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GROUP Nestle

Relative expenditure is declimogshared challenge is how to

stimulate increased spend on food amongst our consumers/:

Household expenditures
[%0]

100

other household

80 expenditures

60

communication and transport
40

housing and energy

foodproductd
0
1970 1980 1990 2000

2008

Price level of branded food
products|EU = 100]

Norway 141
Denmark 126
Ireland 124
Finland
Switzerland
Sweden

Portugal

Greece

Austria

UK

(EUR&one)
Belgium

Spain

Italy

France 9

Netherlands 9

Germany 9 Index = 100

INCREASING APPRECIATION = NEW CATEGORY POTENTIA

1) Includes tobacco products
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Nestlé worked closely ik and Roland Berger to jointly

develop a custoreeiented approach to dry goods

BACKGROUND CUSTOMER INSIGHTS APPROACH

> Dry goods are a large
proportion of sales for both
Nestlé angkal;

)

Nestle

> Longterm downward trend i1
dry goods

> Dry goods have a low profil 2

Strategy Consultants
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Optimization actions were developed based on comprehensi

analysis and tested prior to implementation

PROJECT APPROACH SUCCESS FACTORS
Perform 3@@nalysis of the dry goods :
range and develop optimization lever / Take ayiecnileiE e
Jointly identify growth actions J Share informa;ion with team
members continuously

Flesh out the actions to be implement® Clearly define the tasks and
In a test scenario responsibilities

Test the actions for possible rollout Rigorously track project™
progress in regular meetings

GMA Conference 2011 synopsis FINAL.@#8x



http://upload.wikimedia.org/wikipedia/commons/b/bd/Metro_AG_2010_logo.svg

GROUP Nestie RolandBerger

Strategy Consultants

Four levers were defined for optimizing the dry goods range

Optimization areas for the dry goods range

A SPACE B PRODUCT C PLACEMENT D STORE
ALLOCATION RANGE SYSTEM LAYOUT
OPTIMIZATIO
> Revised allocation, > Better > Improve the flow > Break up the existing
taking into account  communicatiof through the store by shelf tunnels by
competitiorand existing product creating themed introducing
customer structure range variety through areas such as departmentype
customeguidance "Breakfast", areas
system "Baking", "Pantry > Support thieur
items"and themed aream the

"Cooking" store

|
I

R
il
Ul

i
[

I

II i.“t
I
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SPACE ALLOCATION

Space allocation was expanded for categories with above a

sales productivity and reduced for below average sales prod

SALES/GROSS PROFIT PRODUCON/IIOSTRATIVE
Spices/Dried Mushroom Categori? LB[EURM]

IIIIIIIIIITPLES
O 1. 2 3 4 5 6 7 8 9 10 11

> Aboveaverage sales productivity fiebkESnward
> Well abovaverage BL GR/Eacross all elements
> Productivity increases as space expands

-
Implementation pleXPAND SPACE

® Normal sales/PLE® BL GP/PLE

Pickled Food Category BRBE[EURM]

O 2 4 6 8 10 12 14 16 18 20

> Well belowaverage sales productivity and BILEP/
across all elements

> Productivity continues to fall as space expands

-
Implementation pIREDUCE SPACE

Top 25% normal sales/PLE Top 25% BL GP/PEE- Avg. sales prod. for dry foed- Avg. BL GP prod. for dry food
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Different customer segments can be addressed by emphasi:z

breath and creating a higher profile for the product range

Optimizing the product réargeample in the vinegar category (1/2)

Emphasis on highalue product Broadening the product range by offering
range by using special display stands selection of low price products
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To create a customaented structure for the department, we

subdivided the goods areas into four themed areas

Placement system for themed areas

Customers see no structure in the product range and find it hard to locate items in the department
—gF-
IMPLEMENTING THEMED AREAS REVISING THE FLOW
ﬁ' = ",r..-ri""r .
I Friihstdick ié :Backen - grac\)r;rézcsi/e . B Cooking
. &l ! Salad item
' Condiment
R Ready Pantry
anBEE B2 1L o ‘: e meals items
2 _BfKING A ——a ] [
. v J Staples/ [ [ ] S S S
~p baking Breakfast
Breakfast
il e (4 B8 OLD DESIGN NEW DESIGN
3 PANTRY ITEM 6{0]0] (|\\
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Optimizing the store layout makes it easier to find items in th
goods section and makes the section more Iinspiring

Implementing new store layout

STATUS QUO OPTII\/IIZED STORE LAYOUT

qrm Nahrmlti el ER“
. A i’

S

S
——

o ]’T‘ﬁ‘ =

> Hard to find items in the department, long "tunnel> Revitalize the department's character by breaking up the
> Department is uninspiring shelf structure & making use of color, light & orientation a
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GROUP

The test stores showed a significant increase in sales and re
thanks to the implementation of optimization actions

Test implementation and effects

TEST SCENARIOS EFFECTHpercentage points]

Testing the optimization actio
in two pilot stores SALES GROSS PROFIT

Space allocation Dry goods +4.2 %pts. +8.1 Upts.

1 > Use pure space allocation iiREILSH total
existing areas

Department character Categories

> Apply space allocation in 100.0 9pts,  106.4 9ts. 100.0 %pts.  105.4 s,

existing areas
> Optimize chronology and
implementing themed area
> Use optimized store layou

elements
Benchmark Test store Benchmark Test store

1) Test scenario: space allocation

GMA Conference 2011 synopsis FINAL.#&fx
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3. DISCUSSION

How WIICCRshape future cooperation
between retailers and manufacturers?

GROUP Nestle
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TheCCRprojects offer the potential fewiwisituations
and for additional and joint value creation in the future

Overview benefits andl&agnings

Nestle Roland Berger

1ostic

WINWIN SITUATION KEY LEARNINGS/SUCCESS FACTORS
>
Eg{t‘;ﬁggﬁ gncsgesge%r%n Common strategic vision/objectives
customensights — &
> Joint value Open exchange\of key data
creation with p _ _
growth potenti <l Conjoint data analysis and performance diagt
for both real, — N
and Nestlé ‘= Common definition of improvement levers
> Foundation was laid for m &
sustainable relationship wi s Creation of shared execution plan —_—
Nestlé as cooperative Fog — N
partner H Tracking of results

GMA Conference 2011 synopsis FINAL.&8x


http://upload.wikimedia.org/wikipedia/commons/b/bd/Metro_AG_2010_logo.svg

AN =
GROUP “:Nestic RolandBerger

Strategy Consultants

We see two ways for collaboration based on Customer Cent
Retailing

JOINT VALUE CREATION CUSTOMER INSIGHTS

> Collaborationvithsuppliersto create > Focus oepxtending currerdatabase
joint growth throughmmon data base of FMClayers
> Complete categopptimization > Marketingandproduct development
> All demandéndsupply leversised optimization
notonly promotion > Retailer assight supplier

> Detached fromgular negotiations

;‘ S=
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Roland Berger Strategy Consultastsne of the top 4 global

consulting firms; We provide strategic advice to top decision

Founded ih96 in Germany by Roland Berger
4 3offices i@ lcountries, wittver2,00@mployees
200+Partners currently serving approxit@@iinternational clients

Among the t@bglobal strategy consultants in the world

and the onllyof European origin

Our profile
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Your contact at Roland Berger Strategy Consultants

TIM MANASSEH

Partner, Head of Consumer Goods
& Retail, North America

Phone +1 312 662 5500
tim_manasseh@rolandberger.com

Source: Roland Berger
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