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Speed to Market

e Collaboration is critical to a
successful launch

« Synergy in product, process target
market and value proposition

» Visibility and responsibility across
the supply chain

» Excellence in Strategic Planning
Marketing and Research

» Sustainability and New Product
Success is defined by creating
iInnovative products that your target
market needs and wants
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The Evolution of the Consumer

In 2015 the 70-year old
Is listening to Pink
Floyd has an iPod and a
voice activated
blackberry

In 2015 the 20-year old has  In 2015 the 50-year old is
never lived in a world playing videogames and
without mobile phones and experiencing the Peter
Internet Pan Syndrome

AN | i o




Technology Is transforming choice, and choice
IS transforming the consumer

Television Cell phone

Digital Media Radio
Music Property Direct Mail
Merchandise Boints/ of Newspapers
Home Sh%%gfsg Consumer Contacts EZ ‘:;nes
On-Line Cinema
Internet
Multimedia Outdoor
Cross-Promotion Feature Film
Trade, Dealer CD ROM
Incentives Transit
Theme Park/Virtual Sales

ity Videos, promotion
— Books ||||||||||||CONE 8




Figure 7-4
Typical Life Cycle of a Product Category

Dollars

0
Loss Time in years
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New Product Trends

* The failure rate for new product
iIntroduction in the retail grocery
Industry is 70-80% percent

« The US top 20 enjoy a 76% success
rate for new product introductions

 The bottom 20,000 US food
companies have an 11.6% success
rate for new product introductions

* A major difference between top 20
new product introductions and bottom
20,000 introductions is the apparent
lack of research and strategic
marketing done by the bottom 20,000
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New Product Development Strategy:
Why do New Products Fail?

e Overestimated market

e Underestimated consumer

e Product Quality and Design

* Poor design

 Incorrect positioning

e Error in pricing

* Poor marketing communication
e Cost overrun

« Competition
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New Products Launches — Need for Speed

. Who iIs your target customer?

Is your new product targeting your preferred profitable
customers?

. Really New or Me Too

Is your product Really New or Me Too?

. New Products Critical to Category Growth
Product Innovation that results in a stronger value
proposition is key

. Provide long lead-time presentations

Best Practice is for manufacturers to provide longer sell-
In lead times with complete information.
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Innovation drives change

Market Forces Precipitating the Need Extent of Fundamental Change Needed
for Change Over the Next Two Years
Percent of respondents

Little or no change

Increased competition
13%

Escalating customer expectations
Unexpected market shifts
Workforce issues

Technological advances
Regulatory concerns
Globalization

Moderate change
22%

A lot of change
65%

Innovation: The use of new ideas or current thinking applied in fundamentally different
ways that result in significant change
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Ongoing merchandising and supply
chain challenges continue ....

Non-tailored customer offering

Speed to Market - Poor new product
development processes

Ineffective global and local sourcing
Out of stocks and sub optimal inventory levels

Inefficient merchandise flow and product
handling

Non-integrated channels
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Merchandising and supply chain operations can
become a strategic lever for growth and
differentiation

From: Tactical Lever - Moving goods from Ato B

Timely and targeted product flow
Consumer

Source ][] Home | l pi
— ‘ 000000 ‘W‘w‘ - . 1 *_Fh d .

Timely and Accurate Data
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With tremendous impact on the
shopping experience

Grocery out of stock rates
average 8-10%

Consumer Responses to
Out-of-Stocks

“The three T = 13% delay ~__ _—" 9% do not
items | came purchase purchase
here for are

completely out
of stock!” 21% 22%
substitute substitute
Average cycle time in the fashion within same different
industry remains at 2-12 months brand brand
“They've got 35% buy the item

every size and
colour, except
for the one |
want!”

at another store

Source: “Retail Out-of-Stocks: A worldwide examination of extent, causes, and consumer responses,” GMA, FMI, and CIES, Oct 02; IBM
Institute for Business Value Analysis U ( O N N E( T 08

MARIRIF T e

Ways of Working Together



New Product Development Strategy:
Critical Success Factors

« Unique superior product

 Well defined product concept
from start-up

e Specific criteria
e Specific strategic role

e Systematic new-product
process

=
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Basic Forecasting Approaches

e Top Down:
— Develops a forecast of economic conditions and industry trends.
— Determines the market potential for a product.
— Determines the sales potential for the product.

— Measures the share of this market the firm is currently getting or
plans to capture.

— Forecasts the firm’s sales of the product.
e Bottom Up:

— Generates estimates of future demand from customers or the
company’s salespeople.

— Combines the estimates to get a total forecast.

— Adjusts the forecast based on managerial insights into the
Industry, competition, and general economic trends.
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Demand Forecasting

e Customers
— Who is target customer
— Size of target market

— Buying power Competitors?

— Buying behavior L
_ Grgwt?] sotential Market Position?

. Products Promotions?

— Unigue or commodity
— Really New or Me Too
— Size of market

— Market potential

— Capacity for Profit
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Elements of Demand Management —
New Products

o Predictability
« Effective communication
» Levels of influence & responsibility
 Manage process

i

« Demand Forecasting
e Inventory Policy
« Scheduling and Production
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Collaborate — Demand Forecasting

Historical Distribution

Data
Forecasters / Finance

\ Working /
Management Demand Forecasting

Forecast
Sales Force / 1T T

Sales

Manufacturing
Market Consumer

Influences Influences
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Collaborate - Inventory Policy

Total Cost

Safety Stock \ //. Inventory levels

: Inventory
Reorder Point \ > Number of Orders
Order Quantity / \ Customer Service

Forecast Number of Turns
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Collaborate Scheduling & Production

Demand Allocation

Demand
Capacity Management

—> Accurate Budgets
™~ Scheduling &

Resource «— Production .~ =——> Dependable Plans
Materials / Balancing @

& Optimization

| Finite Capacity
Inventory Replenishment Scheduling
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The CPFR wheel above has been tailored specifically to accelerate Speed-
to-Market for new products on the Front End:

ain
Execution

cution

at store level

Strategy

Strategy & Planning for New P

Supply -

Demand & Supply,
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Four Collaboration Activities

1. Strategy and
Planning

2. Demand and Supply
Management

3. Execution
4. Analysis
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Strategy . s
& Planning ' trace
= Manuiacturer Q_}...
Establish the
ground rules
for the
collaborative
relationship.

Determine
product mix
and placement.

Develop event
plans for the
planning period.

CPFR"
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Strategy and Planning

1. Align reset cycles & new product launches where possible.

Aligning new product start ship dates with Retailer reset
cycles were shown to have a positive effect on Speed-to-
Market.

2. Manage listing & delisting process throughout the supply chain

Faster retailers do a much better job of identifying products
they are delisting in order to make way for new items on
the shelf. This Best Practice begins here in the Strategy &
Planning phase.

3. Provide long lead-time presentations

Best Practice is for manufacturers to provide longer sell-in
leadtimes with complete information.
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Strategy

Strategy & Planning for New Products

Evaluate Product Proposition

Annual Review Vendor long . Really new or me t00?

lead-time presentation

New Product Review -Buyer -  Product information Retailer
v Category Manager-Committee * Consumer Support Reviews
: : — « Identify Major versus Minor <« 4| ° Sales potential _r Products &
Identify Reset / Line-In Timing . Create joint New Productgoto | 7| * Consumer Target provides recos
* Align w/ Major reset? market plan (priority/timing) » Estimated demand
* Interim update (line-in)? . Category Review « Delisting targets
* Impact to FE Agreement .
v  In-Store Launch program Accept, Reject
New Product Overview Accept O,
Detailed Presentation . v
Joint NP Business Plan Vendor
» Validate Product listing information appeal
s (electronic catalog/ UCCnet)
T - e Generate forecast vs. category req'ts Speed to Mkt Bottlenecks
Internal Merchandising Collaboration « Update Demand Planning- Forecasting Unable to align resets & launches
Update in house systems « Updates to FE Agreement Internal (retailer) collaboration
» Align with recycle times and resets e Category Management Incomplete/inaccurate information:
» Planograms < v' Assortment Plans & POG recos v New Product Decision
e Promo Plan v" Promo/ Merchandising Plans, etc. v Listing & PO
« Merchandising & store ops * Reticence tp ghange FI_E Agreement
* Create store communication Update Item master file and systems files Imﬁgrs;i?):T:sralgr?d&d(ejﬁ!zlpogoprocess
_ e Develop/input PO information v POG capability
Identify vendor scorecards » Determine Inventory Metrics &
e Performance metrics < Constraints (EOQ, etc) Key Success Factors:
« Category objectives & tactics « Advise warehouse * Long Lead-time presentations
e Advise Stores of New products and » Data synchronization
Joint Collaboration advertising/in store (display) support » Mfgr shepherd NP listing process

Retailer
—— Manufacturer

[
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Demand &
Supply Management

Manufacturer
Project
consumer
(point-of-sale)
demand. Retailer

. Calculate order
and shipment
requirements
over the
planning horizon

CPFR"®
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Demand and Supply Chain Management

1. Collaboration between and within Manufacturer &
Retaller

Retailers and manufacturers need to collaborate /
communicate better within their own organizations — across
departments from HQ, supply chain, and down to store level
to ensure timely product delivery.

2. Improve Forecasting and Replenishment

Vendors & retailers need systems, capabilities and resources
to deliver on-time accurate “perfect orders”. A commitment to
execution and accuracy.
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Demand & Supply

t & Execution

Forecast PO Reconciled to Shipment
*Sales Forecast e Vendor received
*Demand e Warehouse receives
Forecast e Planogram alerted
*Order Forecast e Warehouse management
¥ systems updated

Order Planning
Communicate
Forecasts
& exceptions to
supply chain -
warehouse &
intermediaries

Update Systems
e Order in System -
Warehouse systems updated

| e Transportation and logistics

e Generate order by store for
cross docking

* Demand forecasts issued

e PO generation and ASN'’s

A 4

v

Warehouse accepts or rejects
shipment

¢ PO-ASN - Order Fill — Price

¢ No instructions

Generate Order
*Generate PO

A 4

v

Order Fulfilled
Mfgr Ships

Validate order

e Accuracy - Fill rates
¢ On time delivery -Vendor
and Product information

Receiving performance metrics
(vendor scorecards)

* Accuracy

e Fill rates

e Item Information

e Quality of goods received
e On time deliveries

e Case codes / pallet codes
e EDI compliant

e Instructions

Speed to Mkt Bottlenecks
Barriers to receiving order & updating

inventory
v Inaccurate PO info
v' Inaccurate casel/inner pack info
v/ Cases won't scan

v' Short ships/ shipment errors
Pick and pack by store
Lack of instructions and vendor info.

Lack of personnel at warehouse
Inaccurate Forecasts
Replenishment capability/ performance
Shipping delays
Short orders/OO0S
Transportation/Carrier issues
Pool Points
Distributor performance
Hit broker priority cycles

Key Success Factors:
Cross-Dock
Mfgr shepherding the supply chain

Electronic vs manual data synch (UCC)

*_l

A 4

Store Logistics/Distrib.

e Store Allocations

* Cross dock criteria

e Store orders and

¢ Shipment requirements

Retailer

Joint Collaboration

—  Manufacturer

¥

A 4

il

Generate Store Order
* Pick and Pack
» Store Allocations

Exceptions
.| *Communicate orders and

exceptions to HQ &
Vendors for reconciliation

Ways of Working Together
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Execution | L S

ik A Manufacturer 4 .rr, =
= Place orders, - o
L *"-.
prepare and | 2
deliver 2.
shipments. Lo g o

= Receive and

stock products o

on retail

shelves.
= Record sales Q

transactions ZHES

IS G B
and make f‘.:,(..;_ - i D e
/7 ' i oy
payments. Op | o
] L = L

PFR"
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Execution

Best Practices retailers are more proactive in
managing, collaborating and accelerating the retail
sell-thru of discontinued items well in advance of new
product arrival to stores

Tools, metrics and incentives to facilitate / encourage
prompt & proper in-store resets to POG

Best Practices are to manage & encourage proper
In-store resets & Planogram compliance. Most
retailers do a better job during major resets than for
Interim updates. Best Practice retailers are faster &
more accurate on all launches, reflecting their
commitment to Speed-to-Market execution on all
launches!
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t & Execution

Forecast PO Reconciled to Shipment
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Pick and pack by store
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Cross-Dock
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*_l

A 4

Store Logistics/Distrib.

e Store Allocations

* Cross dock criteria

e Store orders and

¢ Shipment requirements

Retailer

Joint Collaboration

—  Manufacturer

¥

A 4
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Generate Store Order
* Pick and Pack
» Store Allocations

Exceptions
.| *Communicate orders and

exceptions to HQ &
Vendors for reconciliation

Ways of Working Together
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Analysis .

\*\é\‘i i :
= Monitor < 4 :
exception ?_ S,
conditions. 5
= Calculate key
metrics.

= Share product
and market
insights. o

= Adjust plans for
continuously
improved results

PFR"
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Analysis - An effective Measurement
System will...

Change behavior

Be easily understood
Be easily applied across organization

Reflect customer needs and expectations
Be compatible with current measures

Be accurate in interpreting results

Be cost efficient to implement (the consultants question)
Accurately reflect costs

Be easy to adapt to a changing environment

J CONNECT (
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Key Performance Measures
Must Tell you ...

If your goals and strategy are on track

If you are meeting the needs of your Stakeholders
If current performance is aligned with Strategy
Level of Customer Satisfaction

Level of Employee Satisfaction

Whether Processes are effective and efficient

If iImprovements are necessary

No Ok~ owbd P

Performance Measures for Federal Express

Customer Satisfaction, Employee Satisfaction
EVA, Market Share, Cycle Time
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Key Performance Indicators should:

1. Tell us something important about our products
services and processes

2. Provide information that facilitate understanding
3. Help us to get closer to:

» How well we are doing
> How our customers feel

» Whether we are meeting our goals

» Whether improvements are necessary

J CONNECT (
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Contemporary Management Systems Were Not
Designed to Cope With the Complexity Presented
by Intangible Assets

Valuation Value Creation
Systems Systems
Balance Income

Sheet Statements

0 Can measure macro value L Cannot describe value creating

(e.g., market-to-book factors .
. — Cycle times
ratlos) — Customer Experience levels
O Cannot measure the value O Cannot deal with timing issues
of specific intangible of cause & effect (accrual
assets accounting inadequate)
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The Balanced Scorecard provides
framework to translate the vision and
strategy into operational terms

Measurement is the
language that gives
clarity to vague
concepts.

Measurement is used to
communicate, not to
control.

Strategy can be
described as a series of
cause and effect
relationships

The Strategy

<> \
\ Financial Perspective
"If we succeed, how

will we look to our
shareholders?”

look to my

\ Customer Perspective
"To achieve my
vision, how must | \

customers?””
Internal Perspective
"To satisfy my customer, at

which processes must |
excel?”

Organization Learning

\_

"To achieve my vision, how
must my organization learn
and improve?”

U CONNECT 08
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ASN (adv shipment
notice) & New
Product Plan

\ 4

Discontinued Iltem Mgmt
* Advance notice of
Discontinued Items
* Identify Disco Items on

anage at store level

\ 4

Store Responsibilities / Pre-Reset Activity
Validate initial communication to store on PO, POG's,
Product listing, merch plan, promos & discont. items

developgd, & POG & updated shelf /ftags * Confirm date and time for resets
PO Information sent « Accelerate & monitor sell- . Genergte new tags
to store thru of discont'd items e Order item (for stores that must order)
New Products Y\ |
Delivered -
v v v
New Product checklist

Store Receiving
Order is received or rejected at
store level

Speed to Mkt Bottlenecks

Delay due to discontinued items

slow sell-thru v
Late / no advance notice
Promo/merch at retail
Reclamation policy
Monitor available / proper
open slots on FE

Retail user-friendly POG

communication

Lack of store arms & legs to

effect shelf restocking)

No audit / control / incentives for

prompt / proper POG adherence

Reset/ Shelve
New Products

Validate New Product Information (inventory)
¢ Validate — Product/UPC/price (scan it)

¢ Update Iltem master file at store

Review planogram and discontinued items

v

Validate New Product Information (POS)
» Update Item master file for Store POS
» Verify ASN Review PO
* Update Inventory
» Validate POS information
* Review Planogram and delisted items

Price
Category/Promotion
Vendor product info.
Merchandise
Displays

Planogram Line In
New rack or display
Discontinued items

Joint Collaboration
—  Retailer
-  Manufacturer

A 4

Major/Interim Reset

Update /modify shelf sets

Use Planograms to update shelf set
Promotion Plans

Reconcile orders to planogram
requirements - merchandising
requirements and discontinued items

Send POS data to HQ
For demand forecasts and
replenishments
If item does not scan remove
from shelf/display

A 4

Monitor/ Assess Retail Perf.
* Audit shelf sets vs. POG

e Communicate & award
incentives (carrots & sticks)

e Scorecards (both sides)

e Share new product
information & market trends
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Speed to Market is fueled by collaboration
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A Final Note with Respect to New Products
and Speed to Market

“In life you will have one of two things
. discipline or regret!”

Maria Wallenberg - Inez’'s Grandmother

The catalyst for change iIs taking responsibility
For You
For Your Company
For Your Products
For Your Customers
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