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-P OI -t At the end of this session,
you will be able to:
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

Better understand the issues facing
today’s sales organizations

@ See how you compare against your CPG
peers on key sales benchmarks

@ Learn “what good looks like” based on
leading performers (top quartile)

4 s g Identify specific actions you can take to
o | g - improve your own sales performance
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P()ﬂi.:; Evolving consumer/shopper

Across Channels™

PROMOTION OPTIMIZATION INSTITUTE — dema nds im pa ct how com pa nies
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Advanced Analytics Capabilities Across Channels”

Less than

50%

prefer gender-
specific products

T

age when 13-to 17-
year-olds owned their
first cell phone

Source: EY research Promotion Optimization Institute ¢ Spring Summit 2018  Chicago, IL



=P OI T CPG sales organizations struggle to
see a return on their investments
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

is lost globally due to
overstocks

of purchase decisions
made at point-of-sale

of companies are not
satisfied with their ability to
manage trade promotions

of shoppers switch when
a product is out-of-stock

is lost globally due to
out-of-stocks

of field salespeople time is
non-customer-facing

Source: EY research, streetspotr.com, retailwire.com/discussion/retailers-suffer-the-high-cost-of-overstocks-and-out-of-stocks/,
poinstitute.com/wp-content/uploads/2017/10/POITPxVendorPanorama2017.pdf &
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- EY launched a survey to better
Pgou@ortonornwzgypﬁ}usmme e -‘ understand these cha"enges vee and

Winning with TP, Retai, Execution, and what companies are doing to win

Advanced Analytics Capabilities Across Channels”

Preliminary

104 survey respondents and 7

in-depth interviews across*: L H hold
P Distribution of HEEe

Products
" Food respondents by 36%
= Household Products
= Apparel
Apparel
6%
Online survey data gathered on:
Cront = Sales strategy & planning
reater
Distribution of than 10bn " Account management

= Field execution
Order-to-cash
People management
Data & technology
Digital/eCommerce

*As of 04/10/18
**Based on annual gross revenue }
Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL

respondents by 25%

company size**
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

Summary of key responses* Preliminary

Sales volume forecast accuracy is 87%

ROl on promotion events is 16%
(breakeven = 0%)

Cost of sales as a % of gross
revenue is 2.2%**

° Gross revenue per sales FTE is $29m

° Sales execution compliance is 83%

*Based on mean responses (excluding companies less than $1bn)
**Does not include broker/3" party costs

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL




“Winning with TPx, Retail
Execution, and Advanced
Analytics Capabilities

Across Channels”
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

“What Good Looks Like” Preliminary

Lagging Leading
Lower quartile Average Upper quartile
75-85% 87% 90-95%

Characteristics

= No formal process (highly manual)

Characteristics

= Standard, cross-functional

= Little cross-functional involvement process

= Regular (e.g., monthly) calls/
meetings to reconcile forecast
and action opportunities

= Lack of fact-based, quantitative
analysis

= Limited understanding and
accountability of downstream
effects

= Data-driven forecast modeling
tool

= Measurement & accountability
of forecast quality metrics/KPIs

= Not engrained in organization
priorities/culture

Back to
Summary
of Key

® |ntegral to organization
priorities/culture

Responses

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL



“Winning with TPx, Retail
Execution, and Advanced
Analytics Capabilities

Across Channels”
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“Winning with TPx, Retail, Execution, and ( b r e a k e Ve n — 0% )

Advanced Analytics Capabilities Across Channels”

“What Good Looks Like” Preliminary

Lagging
Lower quartile Average Upper quartile
-8-5% 16% 25-46%

Characteristics

= Limited analytics capabilities (e.g.,
post-event, pre-event)

Characteristics

= Advanced analytics for top 15-20
accounts™ (standard aggregate

= No library/repository for capturing reporting for ‘all other’)

and sharing learnings = Analyze by customer/PPG (and

= No prioritization —i.e., perform ad- aggregate across categories/brands)

hoc analysis (as needed) =  Causal decomposition to identify

»  Where tools exists, not effective performance drivers

due to poor data, misaligned
models, or ineffective reporting
mechanisms

= Repository/library of good vs. bad
event performance

Back to
Summary
of Key

= Set cadence for tracking and sharing
learnings

Responses

*Representing 60-80% of revenue

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL



“Winning with TPx, Retail
Execution, and Advanced
Analytics Capabilities

Across Channels”
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

“What Good Looks Like” Preliminary

Lagging
Lower quartile Average Upper quartile
2.5%-15.0% 2.2% 0.3%-1.0%

Characteristics

= Significant sales force time spent
on administrative tasks

Characteristics

= Selling activities done by most
efficient resources (e.g., brokers, call

» Limited use of sales force centers, distributors)

automation tools = Administrative activities performed

. ES
= |nconsistent or manual processes by low cost resources (e.g., COEs*)

for collections/returns/credits/ = Mobile tools/automation used to

deductions enhance sales team's productivity
= No EDI or EFT for invoices/ = Paperless orders/EDI and EFT for
payments invoices/payments

Back to
Summary
of Key

= Robotic process automation (RPA)
to eliminate manual activities

Responses

*Centers of Excellence
**Does not include broker/3™ party costs

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL



“Winning with TPx, Retail
Execution, and Advanced
Analytics Capabilities

Across Channels”
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

“What Good Looks Like” Preliminary

Lagging Leading
Lower quartile Average Upper quartile
S$2M-S13M S29M S$43M-S71M

Characteristics

= Sales planning initiated right
before fiscal year with no linkage
between planning and budgeting

Characteristics

» Product strategies/priorities clearly
aligned with customer/channel
plans

= Resources allocated to strategic
“growth” channels/customers

= Resources allocated inconsistently
or by basic segmentation (e.g.,

based on size) = Value-added support/services

= lLack of standard processes or customized for “top-tier” accounts
guidelines to facilitate planning

with customers

= Data/analytics and tools used to
improve efficiency and effectiveness
(e.g., forecasting, assortment)

Back to
Summary
of Key

= Decision-making based largely on

past sales performance = Decision-making fact-based to

L. . . Responses
optimize volume/profitability

*Centers of Excellence

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL



“Winning with TPx, Retail
Execution, and Advanced
Analytics Capabilities
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

“What Good Looks Like” Preliminary

Lagging Leading

Lower quartile Average |
56-75% 83%

Characteristics

Upper quartile
91%-99%

Characteristics

= Retail sales priorities are i =  Tools used to communicate, enable, i
communicated manually via email ! and track activities (e.g., workload, i

or meetings i priorities, compliance) !
= “Perfect store” concepts being i

i implemented (by store segment) i

=  Priority setting ad-hoc and
inconsistent across similar stores

= ROIl-based approach to in-store
resource investments

= Store segmentation and
investments based primarily on
channel and volume -- not
profitability

= 3rd party and distributor retail
capabilities supported, leveraged
and built collaboratively

Back to
Summary
of Key

Responses

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL



“Winning with TPx, Retail
" Execution, and Advanced
Analytics Capabilities
Across Channels™
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

Sales strategy & Account Field Order-to-
planning management execution cash
Customer & Customer/channel . Customer setup &
channel value . Store segmentation .
- . segmentation credit management
proposition/priorities
Sales budgeting & Sales methodology In-store retail priorities Order processing &
forecasting (including broker & DSD) (“perfect store”) fulfillment
. Category mgmt. Acc.ount r.nanagement Retail sales Accounts receivables &
(incl. assortment and (including broker ... .
communication collections
plan-o-grams) & DSD)
Price/promotion (incl. Account sales In-store retail Deductions
.. . . management/proof-of-
trade terms) communication selling/compliance
performance
Shooper marketin Joint business planning In-store POS material Management of
PP & (JBP) activation disputes/adjustments

Source: EY Sales Process Framework

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL &
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’v" Execution, and Advanced

= Strategy & planning
(assortment, price, and promotion)

PROMOTION OPTIMIZATION INSTITUTE

“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

Assortment

Optimize everyday prices

Use smaller discounts — only go
deep for feature or display

meZERRRET¥nfcEnEsEsEEETeRATET

Rethink duration, timing,
shopper marketing and co-
Price/Promotion promotions

¥ g eerp——— —— Create promotion strategies at
{3 - the retailer and PPG level

=——(CumbareFifales =——CumBurePifales  ——Cum ShameSpciySaies

L
. ®g Build profits for both the
. retailer and the manufacturer

Lone /Lose" ) BT W Mtater| one

Source: EY “How to Make Price and Promotion Work Harder” White Paper, 2016

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

Account management

Size of the
oppoetunity

Customer segmentation

Supply

Interface

Go-To Market
Distribution

to

Pricing and
Performance

Cost-to-serve analysis

Strategy COSt

Customer Operational
and Product  Continual
Profitability Improvement

High investment
(e.g., dedicated resources)

Chainand RARUEELEY
Commercial [RECEEREUE

Customer
Joint Value
Creation

Promotion Serve Customer

Service
Offering

Tier | - “High investment”

Direct coverage at HQ and/or retail
Dedicated, cross-functional support

= Value-added services (e.g., JBPs,

advanced analytics, customer P&Ls)

Tier Il - “Medium investment”

Hybrid coverage model (direct at HQ
and/or broker at retail)
Shared support resources (e.g., HQ or

regional “centers of excellence”)
Standard services (e.g., co-promotion,
dashboards, category management)

Tier lll - “Low investment”

Broker/3rd party, call center or no
coverage

No or outsourced support resources
Basic or no services (e.g., self-service
or Excel-based reports)

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL



“Winning with TPx, Retail
[ Execution, and Advanced
Analytics Capabilities
Across Channels™
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

* .
Value levers Value drivers Food & beverage manufacturer

= Streamline in-store spending (i.e., reduce Improved in-store retail efficiency
Decrease or eliminate unproductive spend) and effectiveness
in-store Improve resource productivity (e.g.,
selling costs reduction of non-value added activities
0.5-1% Realign activities to more cost-effective Profitably impacted retail selling
resources costs and execution performance

through the following:

Actions

Allocate in-store spend to activities that
Increase drive more sales (e.g., growth = Common process x-channels

net sales channels/customers, “perfect store”) = |dentification of centralized vs.
revenue Increase in-store compliance/effectiveness decentralized roles

1-2% (e.g., more distribution, lower out-of-stocks,
greater promotion compliance)

= Retail sales support “COE”**

. L = More effective use of tools
Allocate in-store spend to activities that

drive more sales (e.g., higher ROl campaigns Results

Increase and promotions) * |mproved in-store retail

. . Focus in-store resources on higher margin .
roductivit
operating profit products and/or activities P v

e 1) . . . ] i 0,
2-3% Use analytics to improve margin on Lower selling cost by 1%
“customer investment”(e.g., lower
*Industry averages based on EY experience (calculated as
markdowns/coupon values) a percentage of net sales revenue)

**Center of Excellence

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL
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“Winning with TPx, Retail, Execution, and
Advanced Analytics Capabilities Across Channels”

Centralize administrative activities to Alcoholic beverage company
Sales can focus on selling Unlocked significant value in order-

to-cash (OTC)

Actions

Standardize and automate the Took “holistic” process, organization,

capture of standing data and technology approach including

the following:

= Self-service/web pricing, ordering,

HEIR TG B EUIEEER DIEE=g and billing information (real-time)

performance (PoP)
Centralization by region (e.g.,

Americas)

Adopt proactive approach to Automation of transactions (EDI*,
calculating promotion invoices invoices, payments, etc.)

Results

= Constant SG&A with sales growth
Codify ‘ways of working’ to embed

. s = 15% savings over baseline SG&A
and improve capabilities

(assuming no growth)

*Electronic Data Interchange

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL
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“Winning with TPx, Retail, Execution, and

Advanced Analytics Capabilities Across Channels”

Call to action — how to move
forward

Identify gaps/opportunities

Prioritize key action steps

Build or enhance capabilities

Invest in greatest return

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL
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“Winning with TPx, Retail, Execution, and

Advanced Analytics Capabilities Across Channels”

Call to action — how to move
forward (cont’d)

If you are interested in benchmarking
your capabilities by participating in
the survey, please contact:

Gary Singer gary.singer@ey.com or

Rodd Santo rodd.santo@ey.com

Promotion Optimization Institute « Spring Summit 2018 ¢ Chicago, IL




EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidence in the capital
markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises
to all of our stakeholders. In so doing, we play a critical
role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization, and may refer to one
or more, of the member firms of Ernst & Young Global
Limited, each of which is a separate legal entity. Ernst &
Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. For more
information about our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

© 2018 Ernst & Young LLP.
All Rights Reserved

EYG no: 02289-184GBL.

1803-2626378
ED None
This material has been prepared for general informational purposes

only and is not intended to be relied upon as accounting, tax or other
professional advice. Please refer to your advisors for specific advice.

ey.com



