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Next Generation Category
Management

Maximizing the Return on Investment
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Part 1

Dr. Brian Harris, TPG

A Describe key trends shaping the next phase of Category
Management and the emerging

Part 2

Phil Delurgio, M-Factor

A Introduce new tools to significantly increase ROI on
Category and Brand Management investments

Lisa Wellington, Coca-Cola Company

A Present a Coca-Cola case study in the use of these new
ROI improvement tools
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Category Management

A Review key learnings from use of Category
Management over last 20 years

AWhat 6s wor ked? What

A Identify key trends shaping the next
generation of Category Management

Al ntroduce Tfin e&SRkoppergge ner
Category Development model




Best Practices Category Management
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'§ ACategory Management
concept initially introduced
Il n the | ate 1

CATEGORY
MANAGEMENT
REPORT
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AHas gained widespread
acceptance around the
world.

AThe 1995 US ECR Report
documented the Best
Practices model.

ENHANCING
CONSUMER VALUE IN
THE GROCERY INDUSTRY
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The Best Practices Model

Category Definition

Category Role
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Category Assessment

-

Category Scorecard
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Category Strategies

Category Tactics
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Plan Implementation
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This Best Practice Model Has Achieved
Global Adoption.
© 2007 The Partnering Group, Inc.
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CM Remains A Top Priority

Percentage that identified izsue as critically important

Manufacturers

Promotion
EfficiencyEffectiveness

Mewy Procuct Introductions!
Implementation

Management
zorment
Understanding the Consumer
Private Lakel

Trade Partnerstendar
Relationzhip

Space Management
Cuztomer LoyaltyFetention

Frequent ShopperiLoyalty
Programs

Fetailers

Pramotion
EfficiencyEffectiveness

Mewy Product Introductionss
Implementation

Private Label

Trade PartnersMvendar
Relationship

Customer LovaltyRetention
nderstanding the Consumer

Making the Retailer & Brand

mource: The 14th Annual ACHielzen Survey of Trade Promotion Practices

98% of retailers and 89% of manufacturers consider
Category Management critically important.

TFiMIA Conierence 4-22-08

7NN\



Key Reasons why CM has worked

A Provided foundation for strategic retail marketing

ACat egories managed as SBU
AAlignment of Company-to-Category strategies
ABalanced Portfolio of Category Roles

ALinked Category Strategies and Tactics

Alnfrastructure for later developments

A Bought consumer focus to retail marketing and
merchandising

ANew category definitions and structures
AConsumer-driven strategies and tactics




Key Reasons why CM has worked T cont.

A Provided a new and more effective model for
collaboration through better information sharing

A Expanded organizational capabilities
ANew skills and talent
ARoles and accountability
AScorecard-based performance

A Delivered superior results
ARetailers and Manufacturers
ASales, Profits and ROI

x\



Category Management Results

Raytheon Mbﬂorlm ) Selling Breast Ca

Category Management is now standard BI.ISINESS 20
practice at nearly every U.S. supermarket, -

convenience store, mass merchant, and drug

chain.
And its use is growing because it works T at
least from a dollars-and-cents standpoint.

Sales growth attributed to Category Management
+ 14% Retailers & Wholesalers
+ 8% Suppliers

Source: Business 2.0, Feb 2003 & 2002 Cannondale Studies



Why Category Manage
del i vered 1 ts0O pot

A Process became the fAeno

A Too labor, time and data intensive
A Focus on history, not future opportunities

A  Too much reliance on the manufacturers to
ndoo CM

A CM used as more a tactical tool rather than a
strategy

A CM process nottoopmjecht | nu
oriented
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Why Category Manage
del I vered 1t siocoptot e

A Too headquarters focused
A One plan fits all stores and shoppers

A Not designed to handle growing complexity
and localization

A Inconsistent store level implementation

A Lack of enabling software tools
A Analytics
A Modeling
A Reporting
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Process needed to be Streamlined

00% of the
Results

30% of Effort




| t needed to be a ncCo

Category Plan
Development

Category Plan
Monitoring Category Plan
Implementation

Category Management has not become a continuous
process like Brand or Store Management
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More Focus Needed on Implementation

Poor implementation still persists -
A Low implementation rates on promotions

A High out-of-stocks levels for regular and
oromoted products

A Slow speed-to-shelf for new products
A Poor planogram integrity
A Excessive inventory levels

A Slow monitoring of actual implementation
conditions

/2008 xN\



Growing complexity Is increasing the
| mpl ementati on c¢hal

A Continuous improvement in shopper insights |
| eads to more nlocall:
level) category planning

A Anheuser Busch produces over 60,000
planograms a year

A Wal-Mart manages over 300 different modulars for
| t sdoor dairy cases

AP&G averages over 21 different versions per
category

N\
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Learnings and key industry trends are shaping the Next
Generation of Category Management

A NNext Generationo
Management is emerging to meet these new
needs and opportunities.

12/15/2008 x\



Retail Marketing- The Next Big Wave

Shopper
Next Generation Marketing
ECR Category Store Designs
Management
Best Practices

Category
Space Management
Management

Today

2000
1995

Scanning

TF



Shopper Centric Category Management

Category Category Category Category
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The Next Generation of Category Management

Shopper & Category Development

A The SHOPPER is the focus
A Shopper insights are the key drivers

A Collaboratively developed breakthrough initiatives are a
primary outcome

A Overall emphasis is on differentiation and generating
sustainable category growth

A Implementation focus on influencing shopper behavior
at store level

A Addresses main deficiencies of traditional model
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Next Generation Model

Category Definition Category Definition

Category Role

Category Role

Category Assessment _ _
Insight Generation

Category Scorecard
Strategic & Tactical Planning
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Category Strategies
Initiative Development
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Category Tactics
Plan Launch

Plan Implementation
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Shopper & Category Development

Category Definition

Category Role

-

Insight Generation
¥

Strategic & Tactical Planning

&

Initiative Development
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Plan Review

-
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Heavy emphasis on
Insights from shopper
and loyalty information

Focus on differentiating
SUECE]ES

Focus on innovative
Initiatives and tactics to
Influence shopper
behavior

Implementation Plan is
an integral part of total
Category Plan
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Maximizing ROI on Category Management

A Improved Category Planning process
I Streamlined process
I More shopper focused
I More innovative strategies and tactics
I More localized to reflect market differences
I Integrate implementation into planning process

ACategory Management m

| Faster and more accurate monitoring of
Implementation

I Real-time scorecard performance reporting
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Maximizing ROI on Category Management

A New information and tools -

I Monitoring implementation
I Understanding shopper behavior

I Modeling and optimizing category
decisions
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Capturing detailed data for each shopping trip

Location Where Ads
Were Viewed

Location Where
Products Were

Purchased
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