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With you today....

Franc Verhage

Retail & Consumer

Strategy& Amsterdam

Executive summary

Franc is a Director within Strategy& aligned to the
Retail & Consumer practice in the Amsterdam
Office. He supports consumer clients build and
improve their revenue management capabilities,
with a specialization in trade promotion excellence
and go-to-market strategies.

His background in econometrics, experience in a
wide range of (Trade) Marketing & Sales related
topics and understanding of the (FM)CG industry
make him a credible advisor and thought leader.

Clients that Franc has worked for include
HEINEKEN, Philips, JDE, PepsiCo and Ahold
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Introduction to Strategy& TME Practice

Our perspectives on Trade Management in Europe

Key take aways
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Our experience in the industry has shaped our perspective on
trade management...

Client involvement Types of projects
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MARS

Assess commercial capabilities across organization
based on internal and external best practices and
implement a capability building roadmap

Develop framework for fund allocation and closed-
loop planning process to accelerate growth, enable
channel pricing alignment and support customer
planning effort

Optimize trade spend analytics in modern and/or
traditional trade while building both pre- and post-
event analysis capability in the organization

Support Trade Management system selection and
implementation, focusing on usability, performance
and business alignment and support with
pilot/implementation

ABInBev

* Heineken

Source: Previous Strategy& project experience, Strategy& analysis
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...Combined with our bi-annual Planning & Trade Marketing
Benchmarking study we are a thought leader in the industry

Strategy&’s customer planning & Sample of thought leadership
trade management benchmarking
THE (m‘%x COMPANY ‘Mondelez‘ strategy strategyt strategy strategysbusiness

The Ccatily Cempany ~ International
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¢ Wy;ﬂ rasegy Harvard Business Reviews
= = TRADE PROMOTION
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__ N = e
a0 SEGMENTATION = -
Opportunities and = :
. L. challenges for —
Companies large and small participated v "
companies
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$1.58n $108n

_ Results-Driven Marketing e

THE FC ARS OF Shopper Marketing:
[memannsnshsl

PROF]T'
DRIVEN

MARKETING

Good mix of F&B and P&HC companies

Personal & Household Care

By Sector

Download: https://www.strategyand.pwc.com/media/file/Strategyand_Customer-planning-and-trade-management.pdf
Source: Strategy& Trade Management and Customer Planning Survey 2015, Strategy& analysis
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|
TPM programs are difficult to get right, especially in Europe

Examples of challenging TPM Implementations

Reasons for failures in EU

= Force-fitting one solution and

template across markets; one size
» Global TPM program costing > €50M i
halted by business leader due to very dhoizs e ell

Company Situation

Leading Diversified

AUCS i) poor user reception
= Not investing enough time upfront
. B - Poor implementation leading to a to understand the local business
Multinational Medical : . . .
Products Mf €5M write-off; Strategy& replaced the models and functionality needed
g. S|

= Not having the right business and /

» €7M overrun resulted in the selection
or systems partners

of Strategy& to replace the original
system integrator

Leading Beverage
Company

+ €105M+ TPM implementation that
delivered only very basic capabilities;
roughly 4x the original budget

Leading Household
Good Mfg.

 Ppasw—wv

Source: Interview of senior company executives, Previous Strategy& project experience
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|
With new technological trends, there’s never been a better

time to consider building TPM solutions in European markets

Technological trends impacting TPM offer

2 -d E~ O

[ =]
]
Limited, mostly Rich, external Server / Cloud solutions
internal data data on premise

K« -5 | wm-B

>

Custom-built Software as a Solutions offer
software Service foundational
functionality

Solutions include
PEA, TPO and JBP

Source: Strategy& Analysis
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Determining the aspiration level for a market requires a
thorough assessments along three dimensions

Selection criteria for building TPM capabilities in Europe

o
-

(B W'~y Market maturity
O

2 @ Local presence

Criteria discussed

[ ]
3 II‘]I Organizational structure
Pre— on next pages

Source: Strategy& Analysis

Strategy& | PwC Confidential property



Market maturity

|
European markets are very different from each other in

retailer maturity, data availability and regulations

Key

Differences — Russia

Retail format .
maturity
Data
availability / |<.

accessibility

¢ ¢ O @
CAR AN BN _

Trade terms

complexity

Regulatory

restrictions |®
Capability Foundational capabilities:

Funding & payments, planning Leading: PEA, TPO Advanced: IBP, JBP

Tl & forecasting

Source: Strategy& analysis
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Local presence

|
A company’s local footprint, GtM model and planning

processes should be considered in setting aspiration levels

Local presence considerations for TPM capability aspiration level

Market significance Go-to-market model Planning process

« Company market » Route-to-market » Level of expertise in
share / financial . Breadth of product local organization, and
contribution portfolio at clients

» Growth potential « Ability to work with « Company and

retailer and influence customer approaches

to planning and

ricin
z 2 funding

Source: Strategy& Analysis
Strategy& | PwC Confidential property 10




Organizational structure

|
Also, the way the company is organized drives the choice for

central-led versus local programs

Operating model structures
Local led Hybrid Model

ILLUSTRATIVE

Global led

i 1 JJJ] Leading Supporting

* Local buy-in and « Decision making and
_g investments required investments at region
% * Projects led by local * Region provides
o hero's with limited standards developed
< guidance from central with major markets
= team * Projects led by regional
— teams with local support

Source: Strategy& Analysis

» Decision making and
investments at central

* Projects coordinated by
central teams with
limited local support

» Central team provides
standards forced upon
markets

Strategy& | PwC Confidential property

11



CASE EXAMPLE

To provide more flavor, we show a case example of a food

industry client we recently supported

Client situation

There was no common understanding of
what a TPM system does

An overview of current level of trade
capabilities in OpCos did not exist

Initial system requirements were heavily
biased by the dominant local function

Source: Strategy& project experience, example: Food industry client with a global footprint

Strategy& was
requested to support
in selecting a TPM
solution and
structure a program
for roll-out

Strategy& | PwC
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CASE EXAMPLE

We started with introducing the TPE capability continuum to
all the key OpCos in the company...

Continuum of Trade Promotion Excellence (TPE) Capabilities

Foundational Capabilities Leading Capabilities Advanced Capabilities

Trade Promotion Management (TPM) Post-Event Trade Promotion Integrated Joint

Analysis Optimization Business Business
(PEA) (TPO) Planning Planning
& Payments & Sales Forecasting
“Basic functions that “Sophisticated capabilities that “Emerging capabilities that drive
drive operational efficiency” drive trade spend effectiveness” superior cross-functional
performance”

Source: Strategy& analysis
Strategy& | PwC 13




CASE EXAMPLE

...followed by a capability assessment using deep-dives into
key areas to create a baseline and future vision

Deep-dive Areas Current State of TPE Capabilities

0
o . .
1 B\ Market maturity
\ | e
- ——

Brazil

- System-enabled capability Capabiiity exists but not fully utiized Partially system-enabled capability

- Capability under development Capability does not exist

2 Local presence Future Vision of TPE Capabilities

[
A L
3 1L Organizational structure

Source: Strategy& project experience
Confidential property 14
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CASE EXAMPLE

Based on market similarities, we crafted three archetypes
that required different solutions

Market Archetypes Key Implications

High o Implement a proven systems that
can handle complex business
scenarios and provide leading TPE
capability (e.g., PEA)

9 Need for relatively cheaper, but
complete foundational TPM
processes / systems (Potentially
SaaS)

Local presence

9 Need to ensure compliance and
build planning and evaluation
capability using Excel

Low

Immature . Mature
Market maturity

Source: Strategy& Analysis

Strategy& | PwC Confidential property 15



CASE EXAMPLE

We detailed requirements by architype and used business
scenarios to select the most appropriate TPM solution

Requirements Business Scenarios Evaluation Framework

Functional Fit
(35%)

User Experience
(30%)

D

| P

-b- u 2
~|" °§
- i

Overall
Composite
Score

Technical Fit Implementation
(20%) Track Record
(15%)

Total Cost of
ownership

Strategy& | PwC Confidential property 16



CASE EXAMPLE

High-level business cases for each OpCo were designed to
understand the investment required and ROI

Incremental Net Sales estimates per market

Forecasted 5-year NPV of corresponding
archetype (€ M)

Operating margins (€ M, discounted at 5%)

A/
I Leading MT Z
M Leading TT
Il L eading Export

Y

o
NS

Y1 (33%) Y2 (67%) Y3 (100%) Y4 (100%) Y5 (100%) Total Leading MT Leading TT Leading
N /

Export

Client is going into design
phase with the final vendor

s

e
Full realization of benefit after three years

Note: All numbers are masked to protect confidentiality of information
Strategy& | PwC
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|
Off course, building the TPM capability requires

coordination across multiple enablers

Strategy& Trade Promotion Effectiveness Framework

Target-setting
Funding

Planning
Post-event analysis
and tracking

Volume response
Profitability
(Manufacturer and
Customer)
Plan Optimization

Source: Strategy& Analysis

Embed the
“Strategic”
Processes

Install the
Tools / Analytical
Engine

Employ the
Right Transformation
Process

Establish vision
* Pilot early

+ Set targets

+ Demonstrate success
» Create champions

* Build momentum

Align the
Organization

Deploy the
Systems

Roles/
accountabilities
Skills and training
Incentives/metrics

Data warehousing/
architecture
Systems interfaces
Planning and
post-event tools

Strategy& | PwC
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Building successful TPM capabilities in EU markets requires
thorough upfront assessments

 One TPM solution does not fit all EU markets
» Selecting appropriate system should include assessment of
1. Market maturity
2. Local presence
3. Organizational structure
» Markets can often be clustered in archetypes that require different solutions

» Use detailed business scenarios, an objective evaluation framework to
select the appropriate solution(s) combined with a detailed business case to
choose to appropriate solution

* Finally, building TPM capabilities requires coordination across processes,
data, systems & tools and organization

Strategy& | PwC Confidential property



Thank you for your time today — please feel free to reach out

to discuss this topic in more detail

strategy& Franc Verhage

Director

Retail & Consumer Practice

Amsterdam
_l Mobile: +31 612 124 108
Franc.verhage@strategyand.nl.pwc.com

Strategy& | PwC
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