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Sarah BradburyCategory Director
 Sarah BradburyCategory Director
 “ The Importance of Being Innovative ”
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 The antidote vs deflation & commoditisation
 �Retailers and suppliers need more high end innovation to combat the reducing prices and commoditisation
 Price D
 Time
 Price A
 Price B
 Price C Value Adding NPD?
 Innovation is the lifeline in mature markets
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 Driving profitability through efficiency
 � Retail and manufacturer focus for past few years has been supply side and data collation/sharing focused
 −Merchandising Units−Short order lead times−Collaborative forecasting−Level run down−Shelf Ready Packaging (SRP)−Better information sharing
 Driving profitability through efficiency rather than innovation
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 We have both become risk averse
 � Genuine innovation is “too risky”−Manufacturer- Cost of launching new brands is increasing – hence safer to launch variant of existing brand
 −Retailer – increasing pressure to drive sales – hence safer on tried and tested brands
 So rather than Play To Win on innovation, we would rather Play
 Not To Lose
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So….…. what are the barriers?
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 Systemic barriers
 � Lack of alignment of strategic objectives
 � Lack of long term visibility
 − Manufacturers tend to give less than 6 months notice of upcoming New Product launches
 − Retailers have differing range update schedules and only give 12 months outlook at best
 � Joint Business Planning restricted to 1 year plans vs New Product Development planning which works usually 2 years out
 � Retailers are a competitor as well as a customer
 − Fear of own label match
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 Systemic barriers� Buyer-seller 11th hour agreements which impede marketing plans
 � New Product lines not given deep distribution and slow distribution build
 − Tesco take 10 weeks to achieve 99% target distribution
 � Lack of understanding of how best to launch New Products in-store
 • Media fragmentation
 • How to integrate Above-The-Line & in-store media
 • Who in the manufacturer owns this?
 � Lack of KPIs to measure New Product Development effectiveness
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 Systemic barriers
 � Financial constraints (listing fee, investment in New Product Development and Introduction, returns…)
 � Organisational constraints (resources, time, training, …)
 � Lack of adequate time frame , planning, cooperation to ensure successful introduction (synchronisation of processes across the whole value chain)
 � Lack of data sharing (consumers/society trends, shopper insights, market knowledge, trading partners’ business objectives….)
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Value adding innovation is critical to delivering growth for both retailers
 and manufacturers,
 however
 today’s processes, ways of working, and perceptions are counter-productive in maximising the
 opportunity
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Phil HumphreysGlobal Sales Director
 Phil HumphreysGlobal Sales Director
 “ The Importance of Being Innovative ”
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 A Definition
 Innovate in’õ-vãt, inð-vãt,
 � v.t. to renew, alter (rare)
 � to introduce something new
 � v.i. to introduce novelties
 � to make changes.
 � ns. innovation the act of innovating: a thing introduced as a novelty: revolution…
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 We embraced the ECR Europe Co-chairs challenge
 � Look at 15 years ahead : Picture our shopper’s behaviour?
 � What can we learn from and how can we cooperate withother industries?
 � What do we need to do differently?
 � Working back from the long term vision, define the ways of working the Industry needs to put in place
 � How do we get better alignment?
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 We have recognised the challenges
 How often do you share data with your trade partners?
 0
 10
 20
 30
 40
 Not at all Not Really
 often
 often Relatively
 often
 Very Often
 ECR Conference Paris 2005 : JVCBP break out – 350 delegates answered
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 How focused on the consumer is the current negotiation model ?
 0
 10
 20
 30
 40
 50
 60
 Not at all
 focused
 Not Really
 focused
 focused Relatively
 focused
 Very focused
 ECR Conference Paris 2005 : JVCBP break out – 350 delegates answered
 We have recognised the challenges
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 A new collaborative industry initiative
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 22 commercial directors meeting once a month
 −December: What barriers?−January: What’s « New »?
 −Definition and quantification−February: What measures?
 −KPI and Joint Business Planning
 −March and April: What can we change?−A proposed framework
 The Importance Of Being Innovative - Group
 � Driving changes and building trust by working together regularly
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 We identified 3 barriers to success
 TRUST / MINDSET
 TRANSPARENCY &COLLABORATION
 SKILLS AND PROCESSES
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 Measurement andEvaluation
 To create consumer, customer andsupplier value beyond simply price
 Standards and expectedindustry norms
 Productivity
 To unlock the €42 bio of opportunity through effective collaborationF07 Focus
 Vision
 Our Vision for ECR Europe Demand Stream
 ONE Industry Standard and best practiceDelighting consumers and driving industry efficiencies for all parties
 Foundation
 DRIVING TO THE OUTCOME
 Targeted, Measured & Evaluated to celebrate
 success
 Industry agreement toA way of working
 Equipped with the right tools to excel
 Imperatives
 Enablers Innovation
 Channel & RTM
 Category Communications
 Data sharing Scorecard

Page 20
                        

20
 � HARD−To get a quantification of growth by the various types of innovation. It appears that
 − no systematic track of New Product Introduction is done either by Manufacturer or Retailer
 − no sufficient capabilities to quantify the Growth /Demand generated by Innovation & various product types exist
 What we learned…
 � EASY−To share qualitative definitions and reach agreement on common typology of innovation (innovation, renovation, re invention..)
 BUT
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 “Genuine” New�New benefit/new usage brought in by new product
 Renovation�Add on new benefits on existing products
 Define
 TypeSpecify Characteristics
 Describe
 Operative implications
 � …
 �….incremental SKU?
 � …
 � ….
 � ..incremental SKU?
 Re-invention
 Me- Too
 �Existing products with existing benefits communicated differently
 What’s “New”? Some definitions
 � …
 �…« New »replaces « old »?
 �Existing products with existing benefits…except price maybe
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 So what did these innovation launches deliver? Quantifying innovation on a full retail assortment
 We don’t know !!!(…well…. not easily….
 Anyway…)
 How many? In How many categories? What results?
 What is today our industry rate of innovation?
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 • Data source for the industry measure of New Product effectiveness : the barcode (new barcode= new product)
 What we learned…
 •Any modification of packaging (size, count, price) leads to new barcode/SKU for same product (Global Data Standardization allocation rules)
 � our Industry reports on innovation across categories include promotional activities
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 $157M
 $1,773M
 $576M $674M $215M
 First year sales
 Exactly same
 Brand
 Product
 Existing
 New
 Existing New
 Totally new brand
 New sub-brand
 Brand extension
 Exactly same
 Refinement or re-formulation
 Significant extension
 New product concept to fulfill
 same use
 New concept with new use
 $497M
 Number of products in category
 2 3 1
 9 15
 16
 1
 1
 Segmentation of Selected Top 40 Non-Food Product Launches
 Source: BCG- IRI Pacesetters, top 10 new non food launches in 1999, 2001, 2003, 2004 (2000 and 2002 data not available; study not conducted in 2002)
 $75M
 $468M$72M
 1
 $162M
 65% 81%65% of Revenues are generated by Line ExtensionWhat we learned…
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 �We talk of innovation…but we can’t reallymeasure it
 � Innovation is not just about productcreativity
 − Fail to Plan, Plan to Fail
 − Creativity of execution
 Summary of what we learned
 � So what do we need to do?
 TRUST/MINDSET
 TRANSPARENCY &COLLABORATION
 SKILLS ANDPROCESSES
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 The Board mandate: To drive Demand
 and Generate Growth
 � User guide: Deliver a 5-step- new business model integrating various ECR practices to resolve the existing barriers
 � Balance the short terms expectations with a longer term strategy
 � 3-year-time frame with yearly terms reviews
 What we agreed to do…
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 Let’s see some examples of addressing and resolving some of the barriers to innovation in
 the industry
 Caroline Bird (L’Oreal) and Christophe Geoffroy
 (Carrefour)
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Christophe GeoffroyNon Food Commercial Director
 Christophe GeoffroyNon Food Commercial Director
 Caroline BirdCategory Director
 Caroline BirdCategory Director
 “The Importance Of Being Innovative”How to drive Demand and generate Growth

Page 29
                        

29
 “Innovation is quintessential for the beauty business”
 �Beauty is a supply-driven rather than demand-driven market
 �Demand driven markets (food, detergent, paper products)
 are fuelled by consumer needs :�Beauty is about understanding consumers dreams and transforming these dreams into reality.
 �You cannot truly innovate for tomorrow if all you do is focusing on what’s happening today. Creation is not born in focus groups.
 �Innovation is also about inventing new products that consumers will want and desire but they aren’t aware of yet
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 �Unlike in Food, where only 7% of shoppers claim to seek out New *, in BEAUTY up to 40% of consumers are looking for the latest innovation
 �The contribution of innovation in 2006 was more than twice the size of the total growth in Beauty sales in the UK
 * IGD Consumer Research 2005
 £149,1
 £344,9
 £0,0
 £50,0
 £100,0
 £150,0
 £200,0
 £250,0
 £300,0
 £350,0
 £400,0
 Beauty Growth in
 Mio £
 NPD in Mio £
 86,0% 89,8% 90,0% 94,8% 91,3%
 76,5%83,5%
 71,0%
 14,0% 10,2% 10,0% 5,2% 8,7%
 23,5%16,5%
 29,0%
 0,00%
 10,00%
 20,00%
 30,00%
 40,00%
 50,00%
 60,00%
 70,00%
 80,00%
 90,00%
 100,00%
 Total
 Haircare
 Styling
 Colourants
 Facial
 Skincare
 Body Care
 Suncare
 Cosmetics
 Existing NPD
 �On average, 14% of sales were generated by innovation in 2006
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 � By inventing a future �“hearing the unsaid”� science: at the heart of the innovation process
 �By appealing to new consumers and customers: �Men, Seniors, salon colourists �Increasing penetration, regime, usage
 �By looking for partners to give birth to innovation�innovation in-store
 How Can we Innovate ?
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 An Example: Casting Crème Glossnew generation colour
 Recruitment √17% of consumers are NEW to category
 Drive Penetration √+ 1.8% points of penetration from 41.9% to 43.7%
 Grow Category √Market back in growth +4.5% in 7 months since launch
 Fantastic consumer response √81% rated CCG very well on innovation
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 But :
 Distribution has been very slow to build- only 50% 2 months after launch-still only 80% 7 months after launch
 Difficult to achieve all 16 shades on shelf
 Difficult to gain standout in store
 My shelves aren’t elastic!
 An Example: Casting Crème Glossnew generation colour
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 “Innovation is Special and it needs Special care”
 � Innovation needs brands to create the emotional connection with the consumers
 �Visibility – the engine of growth
 �Innovation needs the kind of merchandising, lighting, fixtures and visuals that will make it thrive
 * IGD Consumer Research 2005
 Convince your retail partner to create events in store
 Innovation needs visibility
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 Casting Crème Gloss Convince your retail partner to create events in store
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 Innovation is not just about new products introduction, it is also about new service, new in-store solution
 Transforming traditional
 retail space, …
 Transforming shopper’s
 retail experience…
 The Retail Space: a point of
 consumption, of leisure, in
 addition to a point of mere
 purchase
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Innovation=
 Creativity ((Product)*(Communication) )* Relevance*Execution
 Concept………in 1947!…….The first fully mobile phone system …in 1981 ….GSM Sales Took off in Europe…… 1994 !
 �Introduction in new channels (grocery): Mass MarketStrategy
 � A Pack: Product and Service (SIM card charged in pack) = Convenience (connectivity at once)
 Keys to success:
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 � Clarify the offer by identifying the three main purchasing habits (from shopper study) – Gifting (premium) / Celebration (release) / After-Lunch (liqueurs)
 Innovation in Store: Fixturisation
 Colorful Segments & Header idenfification
 Category information / brand building &
 perfect serve
 Cross sales (e.g. Party shop =gin
 +vodka + whisky)
 � Improving the shopper experience increases shoppers’engagement
 � + 5% category growth
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 Benefits:
 � The retailer benefit: improved shopper experience increases the engagement of the current shoppers, increase shopper conversion and improve shopper loyalty.
 � The Shopper Benefit: “ease of navigation” through improved signage, an environment which is more open to browsing, the shopper can make a more informed choice.
 � Results: approx + 5% total spirits sales growth.
 Innovation in Store: Fixturisation
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 Simple…..then why don’t we do it …systematically?
 � Not trying hard enough to grow together the overall category but rather focus on individual competitive strategy
 � Not sharing insights on shoppers and consumers’expectations: purchasing around motivation rather by product sub category (gift, special moments…)
 � Insufficient time to define a growth strategy and plan more effectively yearly in-store activities . In this case:• Shelf segmentation by purchasing motivations• Premium corner
 � Image builder and growth driver
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 Asda Pet Centre Project
 �Collaborative working with 2 major suppliers
 �Process began 18 months before in store execution
 �Combined planning meeting ( all parties)
 �Shared trial data from other markets
 �Market visits to explore learning’s
 �Weekly status meeting to check progress
 Always different
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 �Visibility of a shared plan
 �Easy to track progress- Regular review
 �A shared framework for understanding
 �Improved trust
 �Shared accountability
 Asda Pet Centre Project: success drivers
 Always different
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 2006: Innovation Success
 ALL Retailers: Gillette Fusion
 �Growth generated by Product specificities
 AND
 �Growth generated by « excellence in execution »and Collaboration in Launch
 Innovation =Product* Processes
 Innovation in Collaboration : Gillette Fusion
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 Key success drivers Joint multi-functional work of both TeamsThe excellence in every area to cover for a successful
 launch allowed to have:
 1. Tailored multi-format retail execution
 2. Powerful customer touch points in/around store
 3. High in/out-store product visibility (multiple primary and secondary locations in associated categories, branded POS) with industry leading shrink solution
 4. Excellent retail execution: Store staff tool-kit “What Good Looks Like” brochure and launch DVD
 Customer store-level activities
 media & dot.comHypermarket & Supermarket formats
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 Innovation in Collaboration : Gillette Fusion
 99 % distribution
 Total H&B Categorie + 28%
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 Barriers to overcome
 �As key processes not always fully in place in the organizations
 a) No systematic path schedules for New Product launches with suppliers
 b) No clear in-store/out-store launch execution scheme while wishing to bring theatre & excitement in store and out of store
 �More than 65 people from various functions needed to be involved in the launch (Commercial, marketing, store operations, database specialists to surround the shoppers in & out of stores) during 4 months
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 Defined in a Joint Business Plan...
 Shared objectives for 2006Shared objectives for 2006
 2005
 results
 Additional
 growth
 2006
 Natural
 growth
 2006
 Additional sales
 Action plans agreedAction plans agreed
 This is the new basis for work in the category for the two companies,
 with an obligation to achieve results.
 This is the new basis for work in the category for the two companies,
 with an obligation to achieve results.
 Mass Margin definition
 Innovation in Management Process
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 …a business development approach
 50%
 50%
 10%
 90%
 Negotiation based on the
 turnover growth
 Negotiation based on the
 rebates
 improvement
 Before � Business Rev iew : def ine
 the turnov er target and the
 mass margin at the
 category/supplier lev el
 � Suppliers negotiations :
 � Identif ication of the lev ers to
 optimize the mix margin :
 � Optimizati on of the assortments,
 (National Br ands / Pri vate Labels / First Prices), optimization of the
 pricing, of the promotions and of the
 merchandising.• Improvement of the
 produc ts availability on the shel ves.
 • Introducti on of the new produc ts.
 � Negotiation to improv e terms
 � Follow-up once a month /
 monitoring
 The ratio between negotiation and
 marketing mix optimization changes
 according to the category and the
 supplier perf ormance
 After
 Mass Margin definition
 Innovation in Management Process
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 Why launch an oat biscuit?
 � Objective− Carve out a new market and grow the cereal category
 � The Opportunity − To grow the total cereal category− Tap into the consumer desire for ‘Natural Wellness’− Maximise the Oats opportunity, making them more accessible
 � How?− Use a credible backer – Weetabix. − Fulfil a genuine consumer need
 − Making oats available to all the family, in a familiar format that delivers convenience
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 Why the Oatibix launch was a success…
 Development Phase
 � Well researched product for an effective sell in
 • Trend research from Henley centre to demonstrate oat opportunity, tapping into consumer desire for “Natural Wellness”
 • Strong support of product from qualitative and quantative research – 88% of consumers saying that they would trial the product.*
 � Alignment in supplier and customer strategic objectives to provide healthy products with strong consumer propositions
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 Why the Oatibix launch was a success…
 � Quick distribution build - Oatibix was stocked at 100% distribution within 6 weeks in the major multiples
 � An effective launch programme to promote trial…
 • TV one month from launch - £2.5 million spend in first 6 months
 • Half price deals coincided or followed straight after TV for maximum impact
 � Own label match is not credible as brand building is required to explain innovation
 Introduction Phase
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 � To date Oatibix is worth £8.9 million and contributed 21% of RTE category value growth
 − and 65% of all RTE NPD value
 � It achieved a 2.5% brand share within 4 months of launch
 − and was 13th largest selling cereal in market within 5 months in a category of 300 products
 � Oatibix gained an18.6% brand penetration against a Nielsen benchmark of 4.8% for new brand launches
 � 4.7 million households have purchased the brand since launch
 − 29% going on to make a repeat purchase
 Oatibix Size of the prize…
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 Barriers to overcome
 �Sensitive nature of product development meant retailer presentations were done less than 6 months prior to launch.
 �Gaining support of a winning concept amongst a plethora of New Product in the category
 �Integrated communication between Above-The-Line and in-store media was not achieved in all retailers
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 Barriers to overcome
 �Feature space was limited, restricting the potential of the launch activity
 �Restricted two way communication inhibits the full potential of the product
 �Regardless its success, a Gold launch across all key retailers would have increased Oatibix value sales to £15.4m , instead of the current achieved£8.9m
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Sarah BradburyCategory Director
 Sarah BradburyCategory Director
 Phil HumphreysGlobal Sales Director
 Phil HumphreysGlobal Sales Director
 “The Importance Of Being Innovative”How to drive Demand and generate Growth
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 What have we identified to do next?
 � Balance the short & long term requirements
 � 3-year-time planning frame
 How?
 ����Aim to Support the commercial teams to look longer term
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 Step 1 – True Sharing of Knowledge
 Step 2 – Agreeing Opportunities for Collaboration
 Step 3 – Set Metrics: “Size of the Prize” of Collaboration
 Step 4 – Joint Business Planning to include Innovation Plan
 Step 5 – Analyse Outcomes -> Honest and open , measurable-> trading dialogue -> end 3 year -> next 2 on route
 Jointly Agreed Growth Process – The “JAG”
 5 Step Business Framework
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 Step 1: ‘True’ Sharing of Knowledge
 �Insight / Data / Categories / Other Industry – learning�Understanding Corporate Strategies – both sides
 What? The possible drivers of Category Growth
 Engaged in higher level – key stakeholdersWho? The Buyer/Seller & a multi functional team of
 The JAG (Jointly Agreed Growth) Process
 �Seeking mutual opportunities�A yearly business review
 � Marketers� Supply Chain
 � Finance� Instore Operations
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 Step 2: How? … Agreeing Opportunities for Collaboration � Utilise ECR Information Category Management
 � New Product Introduction/ Innovation� Promotion� Fixturisation (new shelf, displays…)� Options � Opportunities� In Store Activities � Media/Advertising…
 TRAFFIC BUILDING
 TRANSACTION BUILDING
 CASH GENERATING
 PROFIT GENERATING
 CREATING EXCITEMENT
 IMAGE ENHANCING
 DEFENDING TURF
 The JAG (Jointly Agreed Growth) Process
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 Step 3: Set Metrics– ‘Size of the Prize’
 For example, when New Product IntroductionAgreed pre-launch criteria
 ‘Parameters of Innovation Success’� Mutual growth strategy aligned with both Corporate Strategies
 � Key commercial and shoppers measures (sales, turnover, margin, penetration, loyalty ) including measure of possible cannibalisation of new product with others
 � New Products positioning, including the role of exclusivity, private label, specific distribution (channel)
 The JAG (Jointly Agreed Growth) Process
 ‘Playing to win’ not ‘playing not to lose’

Page 62
                        

62
 CONCEPT AND NEEDS
 Feasibility review: can I land it?
 Channel review: which channels/partners?
 Category review: ongoing role of innovation
 Initial presentation
 Core JBP Innovation plan
 Detailed confirmation of launchprice, promotion, position, product, logistics, KPIs
 Production and delivery (1-6 months)
 Retailer processmodular from DC to store shelf
 LAUNCH
 Measure
 Review
 Refine and adjust
 Moves tocore assortment
 New Product
 DevelopmentPost-launch
 Exits
 The JAG (Jointly Agreed Growth) Process
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 Step 4: Annual Business Planning now incorporates Innovation and other Growth Initiatives
 Incorporating:
 a) Range/assortmentb) Availabilityc) Marketing d) Promotionse) Merchandisingf) Sales, Price, profit, marging) Innovation
 How?• Cross functional Teams drive Planning• Buyer/Seller accountable for functional liaison/co-ordination and Business Planning
 The JAG (Jointly Agreed Growth) Process
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 - Financial
 - Operational
 - Shopper Response
 � Review against objectives and metrics
 � What worked, What didn’t work?
 Step 5: Analyse Outcomes
 The JAG (Jointly Agreed Growth) Process
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 We all recognised we need
 � More innovation to grow
 � To improve our speed to market �to improve the collaborative processes �Innovation needs to be integrated into our daily processes, not outside, on top of other activities
 � A different mindset, different skills and processes, at the buyer-seller interface to deliver on Board recommendation’s:
 “sometimes we sell to the consumers what they don’t want to buy, let’s buy what they want to see in our stores…”
 In SummaryIn Summary
 � So what do we need to do?
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 We all recognised we need
 � an Industry Framework to generate growth and demand
 �by leveraging innovation
 �by improving some of today’s inefficiencies
 � A set of protocols & principles with a set of KPIs
 � Enabling to resolve barriers in trade collaboration which affect negatively innovation and growth
 In Summary
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 LetLet’’s challenge ourselves tos challenge ourselves to
 begin to exhibit these begin to exhibit these
 behaviours right now! behaviours right now!
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