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e \NHAT IS CIES — THE FOOD BUSINESS FORUM?

CIES - The Food Business Forum is the only independent global food business network. It
serves the CEOs and senior management of 175 retailer and 175 supplier member companies,
and their subsidiaries, in over 150 countries.

CIES retailer members alone generate over $2,000 billion, employ 4.5 million people and operate
close to 600,000 stores representing a total sales area of 160 million square metres.

CIES has been growing with the food business for over 50 years. Its strength lies in the active
commitment of its member companies and its privileged access to key industry players.

With its headquarters in Paris and its regional offices in Washington, D.C. and Singapore, CIES -
The Food Business Forum serves its members throughout the world. In China CIES works in
partnership with the China Chain Store & Franchise Association and in Japan with the Japan
Chain Store Association.

CIES Mission is:

- to provide a platform for knowledge-exchange, thought-leadership and networking and

- to facilitate the development of positions and tools on key strategic and practical issues
affecting the food business.

CIES Products include international management programmes, newsletters and studies as well
as tailor-made member services.

Each programme is headed by a retailer-led committee or a task force whose role is to identify
top-of-mind issues.

Current programmes are The World Food Business Summit, Future Leaders, Marketing, IT,
Supply Chain, Food Safety & Food Business in Society.

CIES CONTACTS

Sharon Jeske
Director, Operational Management Programmes
s.jeske@ciesnet.com

Sharon Bligh
Manager, Operational Management Programmes
s.bligh@ciesnet.com

Phoebe Perdreau
Manager, Operational Management Programmes
p.perdreau@ciesnet.com

www.ciesmarketingforum.com www.ciesnet.com
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CIES MARKETING COMMITTEE

Chairman: ANDRE TORDJMAN, Marketing Director, AUCHAN, France

e PHILIPPE BRUNELLI, Senior Vice President Marketing & Business Development,
DELHAIZE LE LION, Belgium

e TESSA CHAMBERLAIN, General Manager — Corporate Marketing,

PICK'N PAY RETAILERS, South Africa
e FIONA DAWSON, Managing Director Masterfoods Snackfood, MASTERFOODS,
United Kingdom
ART DROGUE, Senior Vice President, Sales & Customer Development, UNILEVER,
USA

JOE GRIESHABER, Group Vice President, Perishables Merchandising &
Procurement, THE KROGER COMPANY, USA

SHARON JESKE, Director, Operational Management Programmes,
CIES-THE FOOD BUSINESS FORUM

INGRID JONASSON BLANK, Executive Vice President Retail, ICA, Sweden

HARVEY MC COQY, Senior Vice President of Merchandising Services,
H.E. BUTT GROCERY COMPANY, USA

TIM MES, Senior Vice President Commercial, PEPSICO, Switzerland

RAFAEL PECES FERNANDEZ, Marketing Director, CAPRABO, Spain

ROBIN SPENCER, Marketing Director, EDEKA, Germany

FRANCO SUARDI, Senior Vice President, Sales International Commercial,

KRAFT FOODS, Italy

e JEAN-JACQUES VANDENHEEDE, Vice President Europe Retailer Services,
ACNIELSEN, Belgium

e SANDER VAN DER LAAN, Executive Vice President Marketing & Merchandising,

ALBERT HEIIN BV, The Netherlands

Committee Mission Statement

- To identify innovative brand and store marketing strategies and practices,

- to track successful new marketing and merchandising processes,

- to provide a forum for senior management in Sales, Marketing, Buying and
Merchandising Directors in the retail sector, as well as Sales/Marketing directors
and senior operational directors in the FMCG industry.

T =
CIES WOULD LIKE TO ! !
THE OFFICIAL PARTHNERS
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KEY CONFERENCE QUOTES FROM SPEAKERS

“We shouldn’t forget that assortment and range are the main components of
the hypermarket.”
José Luis Duran, CEO, Carrefour, France

“Don’t simply look at price in the marketplace: it’s what people perceive that’s
really important.”

Andrew Garden, Vice President, Customer Business Development,
Procter & Gamble, Switzerland

“Commoditisation occurs when marketers fail.”

Michael B. Polk, President Unilever United States, Group Vice President,
Unilever, USA

“The worst thing in US supermarkets is the absence of people.”

Harvey McCoy, Senior Vice President Procurement/Merchandising Strategy,
H.E. Butt Grocery Company, USA

“Media is really important to create touch points, but unless you have content
at the touch points you will have nothing.”
Andrew Robertson, President & CEO, BBDO Worldwide

“TV is not dead yet: if you want to build awareness quickly, there is not
much better than TV.”
Timothy Willke, Managing Director EMEA, BASES, Belgium
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opportunity for brands. Unilever decided to use its margarine brand “Country Crock” to create
meal solutions positioned as wholesome, family dishes. The company was initially sceptical but
one person pushed ahead with the project. The range was about simple innovations — such as
ready-made mashed potato — that help consumers in their daily lives. The real success of the
products was in the fact they pushed up Unilever’s sales fast to make it category leader, and also
expanded the category as a whole (+130% in the 18 months to September 2005), since over 70%
of “Crock Sides” shoppers were new to the category.

- Axe: the success of this deodorant brand is not about product development, but marketing
based on the simple principle of “guys getting the girl”. In other words, it's not about
perspiration it's about an experience that allows a very high premium. Axe is very different from
Unilever’s other deodorant brands since it has a narrow appeal (young men) but a very deep
relationship. This marketing strategy for Axe has helped Unilever to boost its previously flat
market share in the deodorant category from under 20% to 30% during 2002-05. It has also
supported 15% overall growth in the category over the past three years.

Q&A

It is tempting to push a brand in order to make a ‘land grab’, but Unilever spends most of its time
sequencing, Michael Polk explained. Concerning in-store TV, he noted that Unilever spends $1.1
billion in advertising and promotions and so is looking at different channels. Axe ran a TV
campaign at Wal-Mart stores but also used ‘viral’ marketing by contacting college fraternities.
Asked what kind of people worked on Axe, he stressed that success breeds success, so everyone
wants to work on the brand. Above all, the team was given the freedom to follow their ideas.

The “Central Market” Format — A New Concept at HE. BUTT
Harvey McCoy, Senior Vice President Procurement/Merchandising Strategy,
H.E. Butt Grocery Company, USA

Harvey McCoy explained how the Central Market concept
helped the Texas chain to go from ‘survival’ to innovation.
In the early 1990s, the company saw that the US
supermarket industry was entrenched in the past, offering
a shopping experience from the 1950s. It also took
seriously the threat from discount retailers and away-from-
home spending.

The Central Market concept, launched in 1994, was based
on people and products. H.E. Butt decided to put more
people back in the store, contrary to the trend in the
industry to cut sales-floor staff. The principle was to have

e g

/ ‘ knowledgeable employees who love food. In terms of
product, the idea was to offer “choice and more choice” in

THE i ch'Es = speciality areas such as wine, cheese and meal solutions.
u’ The first lesson he learned in innovation, Harvey McCoy

noted, is to copy, and H.E. Butt drew ideas from upscale

operators like Harrods and Le Bon Marché.
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In wine, for example, H.E. Butt hired an expert who showed them how to sell the category; the
company is now the largest wine retailer in Texas.

In terms of results, it took several visits for customers to adapt to Central Market and a year for
the first store to make a profit. But it has now firmly established H.E. Butt’s reputation in food.
Internally, it was a challenge developing the project, since innovation is typically considered as a
‘virus’ within an organisation. To encourage “breakthroughs” in the project, H.E. Butt did three
things: it provided an “organisational safe harbour” for new ideas to incubate; assigned people
with a proven track record but without direct experience; and offered an “amnesty” when asking
the impossible from a subordinate. All of which shows that innovation is not easy, so you have
got to “begin small but begin today”, Harvey McCoy concluded.

Q&A

Asked what is the most important thing in Central Market, Harvey McCoy argued that it is the
people, because they are the one thing you can’t duplicate. The worst thing in US supermarkets is
the absence of people, he insisted, and self-checkout now means that you don’t have to have any
interaction at all! In terms of innovating in the existing business, H.E. Butt has found this more
difficult because there is the pressure to meet quarterly numbers and the burden of changing all
the systems in place. As a consequence, the retailer has done pilots in single stores and then
retrofitted others if the pilot works. Regarding expansion, he said he would like to take Central
Market outside Texas but the stores are not easy to roll out quickly since they are all locally
tailored.

Art de Vivre Retailing at Résonances
Antoine Lemarchand, CEO, Résonances, France &
Charles Waldman, Senior Affiliate Professor, INSEAD, France

Antoine Lemarchand described how Résonances has
changed its strategy since its creation in 2000. The key
change-trigger was the move from a selection of products
with no clear link to a lifestyle positioning. In terms of its
vision, the company went from the idea of a small chain
offering ‘hard to find’ products to that of a larger chain
which would be the leader in ‘well-being’. The mission
changed from bringing together forgotten products from
the past to that of providing a large selection of products
“to live better with your body and soul”.

This shift followed learnings from both customers and |
opinion leaders. Customers found no common thread in "y
the assortment and so didn't know what Résonances’ ‘=
specialisation was. They also showed strong enthusiasm [
for well-being, with their spending increasing in this area. These findings were supported by
opinion leaders, who identified 25% of consumers as “bioneers” looking for a cause to defend
linked to the environment.

Concretely, Résonances’ objective is now to become the leader in well-being in French retailing,
focused on one family of products. This will involve rolling out stores across France (compared
to just nine currently) in order to become a mainstream retailer.
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Key strengths of the chain include its family ownership, which allows a long-term approach, and
its values, reflected in its aim to have at least 50% French suppliers and its vision to act as a
“hub” for exchanging ideas.

Charles Waldman cited Résonances as an example of a company having an impact on both
business and society by “marking a territory”. Two approaches to “marking” can lead to durable
business success:

Reactive marking: this approach
exploits existing socio-economic
conditions in a more sophisticated
manner. Tesco, for example, is selling to
the same customers through the same
channel (supermarkets) as its
competitors, but it understood better
British society. It saw the demand for
convenience and all of its formats act as
a “convenience builder”.

- Proactive marking: this way involves building new territories. An example is pet food
manufacturer Royal Cain, which moved away from ‘dog feeding’ to health and nutrition. It pulled
out of food retailing and developed a network of specialist distributors around the key value of
“respect for the animal”. This strategy has been so successful that Masterfoods decided not to
touch Royal Cain’s organisation after acquiring the company.

Q&A

Regarding franchising, Antoine Lemarchand argued that this works well with simple concepts or
organisations. But Résonances is very complex with a lot of know-how. The chain wants to
concentrate first on developing wholly-owned stores in France and then internationally.

Providing Innovation that the Consumer Wants - The Senseo Case Study
Marleen Vaesen, Senior Vice President, Business Development,
Sara Lee International, Belgium

Society is changing

1. Single and two-person households are increasing: large
families are a thing of the past.

2. Changes in lifestyle: people’s lifestyles are less
structured and this means that there are fewer
“typical coffee moments” and more “grazing”
on the go.

3. Quality and variety: there is a desire for new
experiences and greater individualisation, but
at the same time a desire for “quality time”
during those rare quiet moments.

4. Convenience: time is scarce and consumers don’t hfﬂs- I
want to make any concessions — they want -
speed and quality.

5. Adoption of new technologies: it took only five years for internet to reach 50 million users,
compared to 13 for TV and 38 for radio.
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Coffee-maker market

This has been very stable, with the same style of coffee maker being sold since the 1960s.
Volume sales have been flat or declining, although there has been growth in the high-end market
for espresso machines. At the same time, there has been increasing competition from soft and
fresh drinks, which correspond to a change in consumer demand towards sweeter, less complex
tastes. Research confirmed that consumers wanted a ‘round’ taste in coffee, but there was a
technological barrier: a filter can’t produce a round taste.

Senseo

To re-invent the coffee category, Sara Lee saw that it needed to adapt hardware and software. To
achieve a radical innovation, the manufacturer joined forces with Philips as a specialist in the
hardware of coffee makers. The solution, Senseo, incorporated a modern, easy-to-use design that
offered four specific tastes within the general ‘round’ taste sought by consumers. The maker and
the coffee pads were first launched in the Netherlands in 2001 and are now sold in eight
countries, including the US. In terms of marketing, Sara Lee went for a global approach to
packaging with local activation through leaflets, demonstrations and advertising.

Results and learnings

Senseo has rapidly increased its own share of the roast-ground coffee market while also
contributing to strong growth in the pod category. 10 million machines have been sold in five
years, with household penetration of 50% in the Netherlands and 30% in Belgium. Customer
satisfaction has also been high, with over 95% of appliances still in use. Senseo has provided
higher margins for Sara Lee, since the machine is three times the price of a normal filter maker
and the pads are twice the price of normal filter coffee. Overall, the Senseo innovation brought
added value for all parties, since it addressed consumer needs and expanded the category for
manufacturers and retailers.

An Overview of Examples in Innovation — Why Some Succeed While
Others Fail
Timothy Willke, Managing Director EMEA, BASES, Belgium

500,000 new FMCG items were put on the market in
Europe last year, despite the fact that 80% of new
products fail within three years. This represents a waste
both for manufacturers, who invest precious resources
and reap a high failure rate, and for retailers, who are
besieged by new products and face a significant cost in
listing/delisting them. Yet innovation is critical because it
drives growth and since standing still is not an option.
Timothy Willke set out four ‘secrets’ for doing innovation
better, drawing on examples from BASES’ system for
forecasting sales in new products.

1. Generate trial. The trial rate is critical for forecasting first-year sales. A high trial rate among
shoppers requires both strong consumer demand (i.e. a great product) and strong marketing
support (i.e. execution). BASES’ analysis shows that a strong concept generates more volume
than a weak concept with the same marketing. But a powerful concept is not enough: BASES
found that a salty snack which scored highest as a concept achieved less than half the typical
trial rate for the category; this was because execution was poor, with distribution low and
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confusion with the parent brand leading to awareness of less than 5%. To drive awareness,
media advertising — particularly TV for the short term — and in-store execution are critical.

2. Aim for durability. Half of new products in Germany see their sales decline in the second
year, a situation that is worse in most other countries. Achieving durability again requires
both consumer demand and marketing support. The best predictor of survival is product
quality, but once more this is not enough: BASES found that products whose advertising
spend was maintained stabilised their sales in year two, whereas those that had less
advertising saw sales decline. Manufacturers thus need to consider a brand as ‘new’ for two to
three years.

3. Think incremental. Durability of sales for the new product is not enough either if you're
simply cannibalising existing brands. 95% of new items are stealing share, with only 5%
growing the category by creating new sales. Incremental growth requires differentiation in the
product and new spending in marketing (rather than spending taken from other brands). A
product generating category growth will then win the support of retailers.

4. Focus your efforts. Where does this money come for year-on-year support? The simple
answer is focusing and placing larger bets on your best ‘horses’. The aim should be fewer,
better, stronger products.

Q&A

Companies sometimes go ahead with a product launch, despite a low quality rating from BASES,
because the project is like a train with its own momentum, Timothy Willke argued; for example,
it may have internal support or be a response to a competitor that has gone into a new sub-
segment. BASES defines product quality in terms of the re-purchase rate, he explained; a
prototype may outperform the market leader in a blind test, but a re-purchase shows that the
concept meets all the expectations of shopper.

PRICE PERCEPTION — UNDERSTANDING THE CONSUMER

Price Perception — How to Better Understand the Consumer
Gonzalo Restrepo, CEO, Almacenes Exito, Colombia

Price is critical to retailers’ success but how do
customers perceive price? The Coca-Cola Retailing
Research Council Latin America conducted a consumer
study* to analyse the relative importance of different
price-perception drivers. The study involved interviews
with more than 3,000 consumers in five countries. This
diverse sample was separated into five segments — high-
income bargain hunters, range seekers on a budget,
avid bargain hunters, indifferent shoppers on a budget,
and quality seekers & time savers — which each had a
consistent price perception.

Overall, the study found that the most important
perception driver was reference prices (i.e. either
everyday low price or low price on key value items),
followed by range architecture and assortment.

i CIES HR
THE FOOD BUSINESS FORLM SN
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These two factors together had an average weighting of 74% in the price perception for all
consumers, compared to just 8% for promotions. However, promotions do in fact significantly
influence price perception by creating confusion about the real price positioning of stores: in the
very promotional market of Sao Paulo in Brazil, the accuracy of price perception was less than
half of that in Mexico City, where everyday low price is dominant.

Promotions

Gonzalo Restrepo then offered some personal insights into promotions. They create excitement
and can be effective if used selectively, but if you run them every day you create a *“vicious cycle
of promotions”. This is disruptive operationally, attracts bargain hunters while discouraging loyal
customers, and offers a temporary advantage that is easy to copy. To avoid this cycle, you have to
choose carefully your promotions to make sure they are the ones preferred by customers and are
not wasted on non-price-sensitive categories like fashion.

The road to success

The over-use of promotions has made it hard to create value for customers. But it is difficult to
change your strategy to EDLP — you can lose money for two years while customers adjust. To
develop successful promotions, you need to focus on your target segments, hit hard on the first
day to generate ‘word-of-mouth’ advertising, and surprise customers with other elements in
addition to price (e.g. in-store environment, games and new services).

In general strategic terms, retailers have the choice between a low-price, promotional approach
that generates high volume, and a differentiated, value-added approach that offers less volume.
But many retailers are using both ways — like Wal-Mart with its low prices and recent advertising
in the fashion press — so the important thing is to choose your customer segment and execute
well.

*The Coca-Cola Retailing Research Council Latin America, Inside the Minds and Pockets of Latin American Consumers,
2005 (available at www.ccrrc.org).

Q&A

Low-income customers in Latin America often go for brands and high-ticket items because they
cannot afford to buy the wrong product, Gonzalo Restrepo explained. These shoppers tend to
prefer small, local stores (“tiendas”) that offer essentials without the distraction of a wide range
and without the extra “acquisition costs”, such as transport, involved in going to a hypermarket.
Regarding retailers that have switched from promotions to EDLP, he noted that H.E. Butt had
done this to some extent, helped by the fact that it is a private company. Exito had tried the
change in one city but was forced to switch back as customers didn’t like it; they still remember
the story seven years later, he noted.
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THE GENE OF COMMERCE

The Gene of Commerce
Paolo Pellizzari, Photographer & World Traveler,
Belgium

Following a career in business, Paolo Pellizzari has been a
photographer for the past seven years. The starting point for
his project on commerce was a photo he took of a small shop
in Greece. In this photo you see the whole strategy of the
shopkeeper as well her whole life behind it.

Paolo Pellizzari then decided to go around the world to see
what talent lies behind retail. He explained the “gene of commerce” as follows:

What is the gene made of? The gene consists of four things:

- Seduction: this is the key element as a good retailer is a good seducer.

- Adaptation: this quality is illustrated by a t-shirt seller in Jerusalem whose merchandise appeals
to customers of all religions and nationalities.

- Being able to calculate a profit.

- Method: this allows you to repeat your success.

Families of genes. There are three types of commerce gene:

- Craftsmen: these people are their own supplier or have a unique supplier. They can’t grow very
much but have loyal customers and sell at high prices.

- Logisticians: they don’t care what they sell as long as it’s cheap. They generate big volume but
they can be copied.

- Medium: this type doesn’t care what they are selling either, but what matters is the dream or
concept they are creating.

Survival strategies. The gene has to have the motivation of profit. It can make a profit in one of
three ways: product differentiation, location, or events and marketing that create excitement.

Transactions with the gene. The gene forms part of a transaction equation - it creates pleasure
(either through the senses or the intellect) in return for receiving the buying power of the
customer. You have to be humble and not consider the transaction as a ‘deal’.

Vulnerabilities of the gene. Risks include:

- taking the life out of your store;

- failing to transmit the knowledge and core competences of the business;
- not understanding macro-economic and market change.

Off-balance-sheet items. Aid often ends up on the black market. But there are other ways to
develop fair trade. In Ethiopia, Paolo Pellizzari met a drinks vendor 4,000 metres up in the
mountains who could have sold him a Coca-Cola for 10 times the price but didn’t. He talked to
his customer and found out what he needed. This is an example of taking care of the customer
after he has left the cash register.
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KEYNOTE ADDRESS

The Recovery of Carrefour
José Luis Duran, CEO, Carrefour, France

European consumption: the reality

European retailers face a reality of rising real-estate
prices, higher energy costs, price deflation and shorter
product life-cycles. Another issue is the blurring of
food formats: whereas three years ago, a hard
discount store was clearly different from a
supermarket (i.e. 300-500 square metres with very
competitive prices), today Dia, Lidl and Mercadona
offer 800-1,200 square metres with national brands
and non-food. At the same time, the customer has
changed: he is better informed and ready to make
sacrifices in food to finance spending on leisure.

/” W

Non-food spending is being driven by shorter 1 CIES HR
product life-cycles: given the current evolution, THE FO00 BUSINESS FORUM SN
consumers will change their TVs and mobile phones \ -_—

every two to three years in the future.

How to stimulate corporate growth?

In this context we are all confronted with the same reality of how to stimulate growth. Everyone
has ideas but ideas are only 20%: 80% is execution, José Luis Duran argued. He set out his
“convictions” on how to stimulate growth at Carrefour in two areas:

1. The customer
Assortment and range: these are the main components of the hypermarket, particularly in
categories like electronics and health & beauty where you are trying to give added value.
Carrefour has lost market share mainly where it has reduced variety.

e Private label: everyone in France is working on private label for price reasons, but Carrefour
sees the UK as a benchmark for developing assortment and quality through private label.

e Partnerships: partnerships with suppliers are necessary to develop an enlarged assortment with
brands; however, many manufacturers in France are imposing price increases for 2006, rather
than working together on price and other issues like supply chain and assortment.

e Easy shopping: we talk too much about food and non-food, but we need to talk about specific
categories (e.g. electronics) and make them easy to buy with a good range. To support wider
choice, more service needs to be offered: today this is only the case in three parts of the store
— checkout, fresh and electronics — but tomorrow customers will want service when they buy
products in other categories. Carrefour thus decided at the beginning of 2005 to reinforce its
In-store service.

e Customer knowledge: Carrefour was historically against data mining and loyalty programmes, but
it is now seeking a balance between micro-marketing (e.g. using data from the 7.2 million
cardholders of its French hypermarkets) and mass-marketing.

CIES Marketing Forum 2005 — Executive Summary 18



2. Development

To support growth, Carrefour has cleaned up its portfolio by exiting countries where it cannot
“play in the Champions League”. It is also being more flexible in its multi-format strategy in
order to adapt to each market; in Spain, it has responded to losses and low brand-recognition at
Champion by converting its biggest supermarkets into small hypermarkets and its smallest outlets
into Dia discount stores, while testing the new Champion Express concept for the rest. At the
same time, Carrefour plans to almost double its rate of expansion by developing 1.5 million
square metres per year in new sales space during 2005-08.

Summing up, José Luis Duran said that his two priorities were “the customer and growth”. To
execute these priorities, you need a “reallocation of resources” by making sacrifices in some areas
in favour of key priorities. At the same time, you have to be consistent and avoid “stop and go
policies”.

Q&A

The French market is difficult for everyone but you are only going to improve the situation by
working together, he argued. Carrefour hypermarkets are 8,000-12,000 squares metres so they
need brands; but the retailer doesn’'t know how to absorb manufacturers’ price increases and
remain price-competitive. Retailers and manufacturers in France will have to change their habits,
he added, in order to work together on managing the stores and not just the back office.
Regarding Carrefour’s pilots in Spain, he stressed that these were about local adaptation; the
1,500 square metre Champion Express concept is an ideal solution for Spain but won’t be rolled
out necessarily in other countries. In Turkey, for example, Carrefour is keeping Gima and will
convert its Champion stores to this local brand.

GAIN MARKET SHARE THROUGH BRAND REPOSITIONING

The Results of Repositioning of the Delhaize Brand
Philippe Brunelli, Senior Vice President Marketing & Business Development,
Delhaize Group, Belgium

New commercial strategy

Faced with the growth of discounters (whose market share in
Belgium is now over 30%) and the arrival of Carrefour in
2000, Delhaize took an offensive approach by launching a
new commercial strategy at the beginning of 2002. This
involved reinforcing its established strengths (quality products
and service) through a network of local stores offering a
differentiated offer at a fair price. The key principle behind
the strategy was “Passion for food at Every Day Fair Price”.
More specifically, Delhaize aimed to be recognised as an
expert in gastronomy, health and convenience. As part of the
new “fair price” positioning, the retailer ended weekly
promotions, reduced prices on thousands of products and
proposed products for “every budget” (i.e. national brands,
I CIES M Dchjize own-brand, Delhaize “365” entry price, and

THE r”ﬂw perishables at the best price on the market).
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Communication strategy

Delhaize translated its new positioning into a communication strategy based on the principles of
continuity and coherence. The same communication was thus applied to all banners. Philippe
Brunelli cited some examples of Delhaize’s communication on specific themes:

e Price: instead of producing flyers, Delhaize displayed six visuals in its stores for several
months, setting out its price commitments (e.g. “We offer the same prices in all our
supermarkets”, or “With the same quality, our Delhaize brand is up to 15% cheaper”).

e Organics: the category is an example of how Delhaize anticipates customer demand. Back in
1985 the company saw the potential for an alternative range and today it is the clear leader in
organics in the supermarket sector. Like in wine, its message is that the category is “our
expertise”.

e Private label: when it decided to reinforce its offer in 2003, Delhaize used images rather than
information to convey the key messages of convenience, quality, health and strong value.

e 5-a-day: given that 12% of its sales come from fruit and vegetables, Delhaize is well-placed
to promote healthy-eating. It pushed the ‘5-a-day’ message in its stores and also
communicated a pyramid showing the role of different foods in a balanced diet.

Complementary media

e National press: since 2002, Delhaize has run consistent weekly advertisements every
Thursday. The advertisements are not price promotions but offers based on the week’s
theme. The aim is to provide new ideas for food, supported by a health message and a
voucher that encourages sampling rather than cherry picking.

e In-store flyers: these complement the press advertisesments since they are also developed
around a theme and the discovery of new products.

e “Le Lion” magazine: mailed to Delhaize’s best customers, the magazine was redesigned in
2005 in line with the “Passion for food” vision. It goes much further in the discovery of
food, offering recipes with nutritional advice.

e Point of sale: visuals include health messages providing tips without promotions.

Q&A

The first months after the switch from promotions to ‘every day fair price’ were quite tough,
Philippe Brunelli explained. Fair price is more difficult to communicate on than low price and
required a lot of training so that staff understood the positioning. On the customer side, the
beginning was also tough because of Delhaize’s history of high-low promotions. Internationally,
Delhaize is not planning to use the same strategy in other countries, because its approach is to
leave marketing at local level. However, there are lots of exchanges between the country
operations and Delhaize Belgium was able to ‘copy and develop’ a fair price initiative from sister
company Hannaford in the US. In terms of promotional funds, Delhaize didn’t want to lose this
support so it tried to transfer the funds to other uses, like product advertising in the food
magazine and flyers. In terms of results, the strategy led to growth in market share for Delhaize
in 2003 and 2004, although 2005 has been tougher because of pressures like energy costs.
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Repositioning in the German Market Where Hard Discount is Leader
The Pampers Case Study

Andrew Garden, Vice President, Customer Business Development,
Procter & Gamble, Switzerland

By 2002 Pampers in Germany was in deep crisis after
losing a third of its business over six years. Faced with
competition from discounters — which claim around
40% of the German grocery market — Pampers tried
reducing its prices but its market share still declined.
Procter & Gamble’'s response started with
understanding that consumers didn’t think Pampers
was good value for money. This perception had
spread, driven by word of mouth and too many
promotions that meant customers felt ripped-off when
paying the full price.

The company created a new strategy based on five simple elements:

- adeep understanding of consumers’ value drivers;

- small but sustainable value improvements;

- astrong campaign umbrella and icon;

- strong marketing communication;

- consistency over a long period to rebuild trust and ‘word of mouth’.

The “Surprises” TV campaign — launched in 2003 — used very simple messages to convey
Pampers’ value. One of the commercials, for example, was based on the value insight “It is
amazing how many diapers you need to use in one day”, featuring Pampers’ permanent bonus
pack on point-of-entry sizes to show that “Pampers is the only brand adding diapers in the pack
at the same price”. Another commercial highlighted a product award from an independent body
in order to reinforce trust in the performance of the brand. This TV campaign was supported by
consistent communication in other channels like internet and direct marketing.

Following the campaign, Pampers regained market share, going from 37% in 2001/2 to 50% in
the first four months of 2005. Summing up, Andrew Garden argued that this was not a “new-
found marketing trick” but about simple things that you learn in your first few years in business.
Pampers has shown that you can turn around a brand even if price is very important in the
market, he insisted.

Q&A

Procter & Gamble never considered pulling Pampers out of Germany — it still had a third of the
market — but it needed to do something radical to reverse its decline, Andrew Garden argued.
The beauty of the campaign was that it was so simple — even non-Germans can understand the
commercials. As marketers we often over-complicate things, he concluded.
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COMMUNICATE TOMORROW

Evolution of Media — The Way to Reach Consumers
Fernando Rodés Vila, Global Chief Executive Officer, MPG, Spain

The global advertising outlook

Fuelled by an improved economic outlook, the global
advertising market is expected to grow by nearly 6%
annually during 2005-09. Internet’s share of the total will
reach 7% by 2009 as new media become conventional
media. Asia Pacific will have the highest growth rates but
the US and Europe will remain the biggest markets.

Shift to a consumer-driven market

From the 1960s to the 1980s, brands were in control.
Next came the era of retailers (1980s-2000). But today
consumers are in control and they are increasingly
difficult to understand. They are extremely well-
informed, are spending their money in new ways (e.g.
cosmetic surgery), are less likely to listen to advertising
(by 2008 27% of advertising may be avoided, according
to JP Morgan, thanks to personal video recorders, or
PVRs), and consume at an individual level (in the West, it
is now rare to have more than a third of the family together to watch TV).

Challenges and opportunities in media

The media balance is shifting and traditional media will to have to reinvent itself digitally. The
consumer’s brain thinks in terms of experiences related to ‘touch points’, not in terms of
categories like industry does. Once they have a brand experience, consumers have the power to
influence the brand’s reputation through ‘community marketing’. 25% of consumers have now
had some experience of online group discussions (75% for children). Mercadona is an interesting
example of successful community marketing; when it launches a new store, the Spanish retailer
invites local housewives to discover the company, thereby creating a social network.

How to reach consumers

Today you need to have knowledge, supported by data mining, in order to target consumers and
get a return on advertising. There are enabling technologies — like the barcode in the past and
RFID now — but these are not enough: you need to know what the consumer is doing every day.
Collaboration will play a critical role; whereas in the past this was very much about logistics, it
now needs to be about the point of sale, which will be one of the most important channels in the
near future.

Evolution of Advertising — The Way to Talk to Consumers
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The latest developments in advertising
Andrew Robertson, President & CEO, BBDO Worldwide

Shaquille O’Neal

The basketball star weighs 340 pounds,
which is the same as the amount of
unsolicited direct mail sent to US households
each year. These households now receive an
average of 103 TV channels, compared to 14
in 1985, and 75% of them have access to
internet, which had not been invented 20
years ago! The challenge is that the time we
have to consume advertising hasn’t changed.

Louisa

Andrew Robertson showed a photo of his
daughter Louisa using her laptop for instant-
messaging while watching TV and talking on
her cell phone. This is often called multi-
tasking but it is in fact “serial mono-tasking”, since Louisa is moving from one thing to another
when something doesn’t hold her attention. In marketing, we have got to stop looking at
competitors in our category: we are competing for attention with every other option Louisa has
to use her time.

Evolution

In evolutionary terms, consumers have not changed a lot over the last 25 years. Their
fundamental needs still include controlling their lives and being part of a community. What’s
different is that their attention is now either on or off. The digital revolution is therefore not
about technology but engagement.

Compelling content

So many things are free that we used to pay for. It costs 9 cents per hour to send a video via
broadband, compared to 37 cents just for a stamp to send it by post. But the trick is getting
people to watch the video. Media is really important to create touch points, but unless you have
content at the touch points you will have nothing. Andrew Robertson gave some examples of
compelling content:

- Harry Potter: the technology of printing books hasn’t changed since 1492 but Harry Potter has
still sold 300 million copies. Andrew Robertson’s daughter Louisa uses internet but also reads
Harry Potter because it is compelling content.

- Cingular and iTunes: the cell phone operator developed the site ‘makemedance.com’ which
allows you to turn a photo of someone into an animated character dancing to music. The
confidential launch had no advance advertising but attracted 1,000 visits a minute in the first
hour.

- Burger King's “Subservient Chicken™: this is another original, humorous site that generated
attention by ‘word of mouse’; the advertising agency started by sending out the link to friends
and by the end of the day it had received 1 million visits.
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- Bauer: the ice hockey brand advertises using t-shirts with slogans that appeal to players (e.g.
“Smell my bag”). So instead of Bauer paying to advertise, kids are paying $22 for a t-shirt that
costs $0.70 in order to advertise on behalf of Bauer.

The Battle for Consumer Attention
Cammie Dunaway, Chief Marketing Officer, Yahoo! Inc., USA

If you pay attention to youth they will give you
clues as to what mainstream consumers will be
doing in the future. Yahoo calls them the “my
media generation”. They have grown up with
interactive technology that puts them in control
of what they see, where and how. Despite
differences in culture and internet penetration,
there are a lot of similarities in the needs of young
people around the world. Cammie Dunaway
described three key motivators driving the “my
media generation”:

- Community: this is about connecting with others with similar passions and interests. With
internet there are no boundaries to identifying people with similar interests.

- Self-expression: there are now lots of ways to express yourself, including blogs, avatars and
podcasting.

- Personalisation: young people are acting as their own DJs, TV programmers and web designers
by using internet.

Technology, music and internet

Technology enables community, self-expression and personalisation. A majority of young people
own or regularly use a computer, mobile phone, game console or MP3 player. Mobile devices in
particular allow 27/7 access to content.

Music is the universal tool of self-expression. It was cited as the favourite pastime by young
people in nine out of 11 countries surveyed by Yahoo. The key is personalisation, as shown by
the fact that kids will pay for ring tones but refuse to pay to download music.

Internet provides tools for the three core needs above. Email, instant messaging, web searches
and blogging all vary between countries but are growing rapidly. Internet is the most essential
medium for youth: traditional media are still important (especially TV) but internet is the
preferred source for most content.

Camille Dunaway offered the following takeaways:

- connect with the three key needs

- develop ‘holistic’ media plans and ‘intermeshed’ media actions
- continue to improve on advertising best practices

- ensure that internet and mobile devices are part of your plans
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Conclusions by CIES Committee Chairman
André Tordjman, Marketing Director, Auchan, France

André Tordjman explained that, last January, the CIES Marketing Committee decided to
reposition the Marketing Forum as the event for retail marketers. He invited delegates to support
this ‘community’ by providing their comments and by sending ideas to the Committee to help it
define the programme for the 2006 event in Madrid.

THE ESSENCE OF THE EVENT - A TRUE FORUM
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S FORUM 2005

The Event for Marketing Executives Seeking Retail Insights,
Innovation and Inspiration from Around the World

15th & 16t November 2005 - Paris, France

TOP OF MIND ISSUES VOTED AT THE
CIES MARKETING FORUM 2005

215 Marketing Directors from 37 countries voted were asked to vote on their top
of mind issues in Paris during the CIES Marketing Forum.

A list of 4 top of mind issues was drawn up by the CIES Marketing Committee and
the delegates, at the Marketing Forum, were asked to rank these in order of
important.

THE RESULTS OF THE VOTING

1. VALUE OF BRANDS TODAY 38%

2. ROLE OF MARKETING IN THE 25%
ORGANISATION

3.EVOLUTION OF SOCIETY 21%

4. SPECIFIC MARKETING 16%
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THE CIES MARKETING FORUM - NETWORKING &
KNOWLEDGE EXCHANGE
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CIES - THE FOOD BUSINESS FORUM wishes to thank the following

companies for their generous contribution:

Store Tour Programme
Monday 14t November

Welcome Cocktail
Monday 14t November

Coffee Breaks
Tuesday 15t & Wednesday 16t
November

Delegates’ Lunch
Tuesday 15t November

Cocktail Dinatoire
Tuesday 15™ November

Delegates’ Cyber Café
Tuesday 15t & Wednesday 16t
November

Sealed Air

CRYOVAC

Food Packaging Systems

The Continuity Company

rewarding loyalty = building sales

NOVANDIE

(&

CATALINA
MARKETING'

Z5s Py
e, s
Q-\h@@,@‘
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THE CIES MARKETING FORUM 2005
TheEvent for Marketing Executives Seeking Retail Insights, Innovation and Inspiration
from Around the World
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STORE VISITS PROGRAMME Sl
Monday 14t November 2005

CIES - THE FOOD BUSINESS FORUM would like to thank Carrefour, Résonances,
Bercy Village, Casino and Galeries Gourmandes for their hospitality in welcoming
the groups to their stores.

Carrefour (9

résonances
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Top of Mind is an exclusive annual survey of food
) business executives worldwide. It reveals the key
Top of Mind issues for retailers and manufacturers in the year
January 2006 ahead.
www.ciesnet.com _
Questions? Gustavo TROMPIZ
Tel: (+33) 1 44 69 99 32
foodbusinessnews@ciesnet.com
The International Food Safety Conference 2006 will
gather together over 400 delegates from around the
CIES International Food world to network and exchange the latest information
d developments on the Global Food Safety Initiative
Safety Conference an :
15t _ 3 February Enhancingtransparency from (GFSI) and on other food safety issues.
Paris, France farm to fork

>> An event for Food Safety experts and stakeholders

; in the retail business.
www.ciesfoodsafety.com

Questions? Catherine FRANCOIS
Tel: (+33) 1 44 69 99 21
c.francois@ciesnet.com

The 2006 CIES IT Study Tour is the essential study tour
looking at innovation and the consumer of tomorrow.
An exclusive group of IT Executives in retail will spend
one week visiting leading-edge companies on the

14" 19" M CIES IT Study Tour forefront of innovation in IT.

e ay The Study Tour is a unique opportunity to gain insights
Asia www.ciesnet.com into tomorrow's technology and offers exceptional

networking opportunities.
Questions? Sharon BLIGH
Tel: (+33) 1 44 69 99 38
s.bligh@ciesnet.com
The 2006 Summit will consider how our industry can fly

in the face of competition.

The CIES World Food P

o d Business Summit >> An event for top-level executives in the food
217 - 23" June Flying High in the Face of business that provides insights into the key challenges
Paris, France Competition facing our sector and an unparalleled opportunity for

networking among CEOs.
www.ciesnet.com

Questions? Rhoda LANE-O’KELLY
Tel: (+33) 1 44 69 84 88
summit@ciesnet.com
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CIES
Joint IT & Supply Chain

12" — 13" October Conference

Geneva, Switzerland
www.ciesit.com
www.ciessupplychain.com

CIES Future Leaders

nd th
22" - 24" October Congress

Amsterdam,

The Netherlands )
www.ciesflp.com

16" — 17" November The CIES Marketing Forum

Madrid, Spain . :
www.ciesmarketingforum.com

CIES International Food

st
31" January — Safety Conference

2" February

Munich, Germany :
www.ciesnet.com

The CIES World Food

20™- 22" June Business Summit
Shanghai, China

www.ciesnet.com

The CIES IT and Supply Chain Committees will be
coming together to look at The Ultimate Supply Chain
and how IT can help make it happen.

>> An event for supply chain and IT executives
interested in learning how their peers are using
technology to improve supply chain efficiency.

Questions? Sharon JESKE
Tel: (+33) 1 44 69 99 36
it@ciesnet.com

supplychain@ciesnet.com

>> An event for future leaders of the food business to
analyse the competitive dynamics in the grocery sector
and to enable future leaders to further develop their
potential and enhance their contribution to the business.

Questions? Rhoda LANE-O’KELLY
Tel: (+33) 1 44 69 84 88
flo@ciesnet.com

>> An event for executives in Marketing, Sales &
Business Development and Customer Management.

Questions? Sharon JESKE
Tel: (+33) 1 44 69 99 36
marketing@ciesnet.com

>> An event for Food Safety experts and stakeholders
in the retail business.

Questions? Catherine FRANCOIS
Tel: (+33) 1 44 69 99 21
c.francois@ciesnet.com

>> An event for top-level executives in the food
business that provides insights into the key challenges
facing our sector and an unparalleled opportunity for
networking among CEOs.

Questions? Rhoda LANE-O’KELLY
Tel: (+33) 1 44 69 84 88
summit@ciesnet.com

www.ciesnet.com
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KEY MARKETING FORUM QUOTES FROM DELEGATES

e Excellent forum, good people, good fun. Professional and up to date.
e Excellent conference, well worth the time!

e Engaged and Friendly. Open and Open Minded with clear focus. Great
information with very good level.

e The best quality form that | have yet attended. Content was very good to
excellent with learning that could be taken by delegates and used in their
own business.

e This year was truly exceptional. Thank you for expanding my mind.
o | like the clear split into 4 segments/themes which have been animated.

e Great job for mixing all the interesting topics into 2 days! Very useful. Good
balance for each issue.

e Great international dimension.

e Good content. A new position accomplished as you brought together both
retailers and manufacturers as attendees and speakers.

e Excellent presentations over the last 2 days. Best conference | ever
participated in at CIES.

e Excellent mix in topics and new ideas.
e Strong community feeling. Dynamic and Energising.

e Great! Very good initiative to turn lunch at tables into buffet, making networking
easier.

KEY STORE TOUR QUOTES FROM DELEGATES

4 Very good store selection into programme. Real differentiation between the stores.
Easy to understand the environment.

Thanks a lot. It was worthwhile and well organised. Fun and interesting.

| love the information about retail business and key retailers in France. It was very
informative and useful.

4 Excellent coaching by the CIES team. No stress and factual information. Thank
you.
4+ Market information as part of pack was really useful.

= &

This summary has been written by Gustavo Trompiz, Editor
CIES - The Food Business Forum
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