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Welcome and Introduction
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Trends Driving the Future Value

The Future
Value Chain




External Forces
Driving Change
- example

Ecological Trends Will Lead to a
More Sustainable Industry

‘If we don't act, the overall costs and risks of climate
change will be equivalent to losing at least 5% of global
GDP each year, now and forever. If a wider range of risks
and impacts is taken into account, the estimates of
damage could rise to 20% of GDP or more’




External Forces Demographic Changes Will Drive

Driving Change

“example Population Shifts and Diversity




External Forces Regulato ry ReStnCtlonS

Driving Change

- example Wl” be IneV|tab|e

Traffic Regulations in cities

@ Athens introduced odd/even number
plate access control to the city centre.

© Singapore issued paper permits for
access to the centre, or even licenses
to own a car

Food Regulations

@ Labelling

© Health Analysis

@ Safety Assessments

@ Quality Insurance



industy Trends Consumers are looking for

Driving Change

— Consumer Behaviour Health and We”ﬂeSS

© Consumers are looking for healthier
options across all product categories
— e.g. growth of organic sales

@ Consumers are prepared to spend

more for health and wellness:

By 2020, Global Health Care
Expenses will rise by 300%

* New types will emerge:
LOHAS - “Lifestyle of Health
and Sustainability”. Health
has developed to a lifestyle.



industry Trends Product Focus will Shift

Driving Change

— Product Flow Towards SGfVlceS and
Solutions

What you can get out of coffee
Why it is worthwhile to think beyond the pure product ?



The New
Value Chain



The Evolving Value Chain of 2016



Opportunity
Areas

on the way
to 2016



Main Opportunity Areas in the Value Chain

of 2016
Information
Integrated
Logistics/ Home
Fulfillment

ESustainabiIity ]

Synchronized
Production




The Role of
GCl



2016: The Future Value Chain



Information Sharing

Peter Jordan,
Kraft Foods






Information Will be Anywhere
and Anytime
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Information Sharing

What is 1t?

 Master Data

e Event Data

« Availability Data
 Market Research Data

« Consumer Insights Data

What is it not?

 Private Data
» Confidential Data
» Data likely to distort competitive trade practices



Improving Collaboration And
Information Flow

Key trends:

consumer
behaviour
drives action

“What will
happen” not
“What has
happened”



Copyright 2006 Global Commerce Initiative, Capgemini



GCI Information
Sharing Group
Scope and objectives



Scope and Objectives

®@ @

® @

Framework, a new environment and new culture of
Information Sharing

|dentify the "data" that flows through the value chain

Special consideration should be given to marketing data and
the consumer insights perspective , which are traditionally out
of scope in many value chain studies

Select a scenario and build a data model to support it

|dentify the added value of developing a collaborative
process

Establish a "closed loop" group prepared to build and work with
the proposed data sharing model to evaluate its benefits

Consider Information platforms that could enable this



New Product Development Scenario

Six steps

- Research
- Concept

- Develop
® Plan

/i \ -

- Launch
- Evaluate




New Product Development Scenatrio:
Evaluate

Consumer
Satisfaction
Info Owner Shared
POS Data R R, M
Loyalty Data R R, M
Synd. Shopper Data T R, M
Consumer feedback T,C,RM RM,S,3
- Interviews
- Blogs
- Websites
- Staff
- Consumer networks R R, M
In-store behavior
Effectiveness

Evaluation & C.

Improvement
. Agreement on
Process Media feedback g
feedback performance
Info Owner Shared : Info Owner Shared Agreed KPIs
owned by all
Inventory
B re R RM and shared
-DC R,3 3
- Mfr (RM, FG) M,S M,S Effectiveness:
_ - Sales
Production - repeat purchase
- requirement plan M,S M, S - penetration
- production plan M M, S, R - qualitative consumer
feedback
Costs M M, R
3PL performance 3 R, M, 3 Detailed financial I%fgcrf:r%f availability

Efficiency

impact on
marketing /
advertising

- inventory levels
- on-time delivery

Media

Conclusions
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Future Supply Chain

Chrys Tarvin,
VP Supply Chain
Wal*Mart



Main Opportunity Areas in the Value Chain

of 2016
Information
Integrated
Logistics/ Home
Fulfillment

ESustainabiIity ]

Synchronized
Production
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The Role of GCI — Call to Action

The industry should:

© Develop New Ways of Working Together — including
sustainable changes in culture, collaborative business
planning and new measures and rewards.

@ More readily and freely Share Information, embracing the
concept that the best way to manage increasing complexity
IS through transparency.

@ Redefine the 2016 Value Chain, addressing new
requirements of the physical flow of goods, driven by
forces like volatile energy costs and a growing population

density.




Vision

1. Design the supply chain for 2016
2. Define how to get there
3. Define biggest challenges

4. Name and prioritise impact
parameters






Creating the Future (Supply Chain)...

Companies, Organisations,
Institutions, Entities, 3PL, etc.

— Learnings
Develop l Develop
& review




Impact parameters

Boundary constraints

Infrastructure
limitations —
congestion

Energy Costs

Demographics

w:};\; NGO pressure

CO? Consumer awareness
Weather Consumer awareness
Terrorists

Political

Health

Shelf availability should
not diminish

Employee capabilities

Value statement: Cash
Growth Costs

Joint value creation,
goodwill / brand image

Enablers

New Technologies / IT

Capability development

Joint SC rhythm

KPI's
Check GCI scorecard

Cost to serve

Issue resolution time

Alignment of trading
partner incentives

Joint Value Creation

Shopper Loyalty
On shelf availability

Carbon Footprint




ldentify key conflicts

® Given the choice of impact parameters — what will be
the key conflicts that need to be resolved?



Key conflicts 1/5

How to reduce distribution costs without
losing logistics differentiation  ?

:;



Key conflicts 2/5

How to increase
home delivery
without increasing
distribution costs

(too much)




Key conflicts 3/5

A

How to reduce product lead time _ without
Increasing overall supply chain costs




Key conflicts 4/5

How can the
economics of data _
sharing be
developed to
benefit both the
sender and the
receiver?




Key conflicts 5/5

How to use more granular information

Increasing overall costs?

without

:;




Path forward

©® Defining the scenarios

® Workshop on scenarios



Future Value Chain
Consumer Research

Kees Jacobs



The 2016 report Is based on a number
of consumer hypotheses ...

© Health and wellness are key drivers for consumers

@ Consumers will increasingly consider sustainability aspects in
their decisions

©® Consumers will become smarter in using all kinds of new
technologies — at home, in stores and ‘on-the-go’

@ Consumers are increasingly expecting to enter a true
dialogue, and are willing to provide relevant information

@ Consumers increasingly value personalisation

@ Stores will remain important — but the online channel
will grow considerably alongside

@ Consumers will increasingly demand the option of
home delivery




...which have been addressed in the ‘Albert
& Maria’ study that Capgemini conducted

(How) do you want to be serviced

during or after using the goods ? What are your underlying needs?

Impact on Service/Delivery Impact on Marketing

Per Consumer Type &
Product Category:

What are the demands

on the future value
chain?

How do you want these

goods to be delivered? How do you want to buy goods?

Impact on Logistics Impact on Shopping



Research population

# Respondents by country

511

mus

m UK

O France

O Netherlands
512

Respondents by income

14% @ Less than
$50,000

m Between
$50,000 and

51% $100,000
0 More than

$100,000

0 Declined to
answer

46%

Respondents by sex

54%

O Male
m Female

Respondents by living area

33%

41%

@ Urban
@ Suburban
O Rural

35%

Respondents by age

40%

21%

m18-24
m 25-34
O 35-49
050-64
W 65-74
@ 75 or older

Respondents by marital status

2%

25%

@ Single — with no
children

m Single - with
children

O Living with partner
— with no children

O Living with partner
— with children

m Declined to
answer




Overall, consumers are willing to share information — but they
are reluctant about sharing contact information...

For each of the following, please indicate if you would be willing to share information with companies (retailers or manufacturers).

100% -

80% -

60% -

40% -

20% -

Contact Information Information about buying Information about lifestyle
behaviour

ENo 0OMaybe OYes Base: All consumers (2029)




For some categories, stores will remain dominant — but
others, the online channel will have a major impact

Please indicate for each of the types of goods and services that you might buy, how much would you

100% A

80%

60%

40% A

20% A

19%

24%

26%
25%

buy online in the future ?

32%

30%

25%

24%

| All

@ Majority
O Equal mix
O Minority
B Nothing

Base: All consumers (2029)



Consumers who order via Internet have strong preference
for home delivery — but there is definitely interest in
neighbourhood pick-up

For each of the following types of products and services that you might buy via the Internet, please indicate which delivery option you would prefer:

100% - .
0,
0,

80%1 | 1000 16% 19%
60% -
40% -
20% -

0% -
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Bl Deliveries at home 0O Neighbourhood pick-up O Other locations @ Other




The Future of Growth

Panel discussion



Are You Ready ?

Are you prepared to share data in
a truly open and standardised way
to improve collaboration — free of
charge ?

Is your supply chain design able to
cope with the impact of a barrel of
oil costing $ 200 ?

Do you have a clear incentive
scheme that rewards collaborative
behaviour among your employees
and partners ?



