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_ PURPOSE OF THE REPORT
Creating Value Together

Purpose of the report

Joint Business Planning is mission critical for today’s consumer products
retailers and suppliers. The consumer products retail industry is very competitive
and companies are seeking advantage. Companies with a well-defined JBP
process are able to formulate win-win plans and execute more effectively and
efficiently by focusing their resources to areas of highest returns.

This report is written for retailers and suppliers who want to improve their annual
planning process by working collaboratively with trading partners for mutual benefit.
With billions spent annually on new product development, advertising and trade
spending the stakes are high. This report, its recommendations and its toolkit are
provided for information purposes only and their use offers no guaranteed financial
or business outcomes.

The NACDS research indicates that most companies plan to continue or expand
their JBP programs. Indeed, JBP is much more than negotiating promotion terms.
JBP is about building trust and attracting more resources to areas of highest ROI
by creating transparency and reducing risk. Leading, retailers are using these
approaches, and, leading manufacturers are welcoming partners.

For retailers, this means defining their JBP approach and goals, making clear and
transparent to manufacturers what to expect in the engagement. For manufacturers
this means aligning strategically with retailers’ processes, planning further ahead
and bringing multi-functional capabilities. For both parties, executing leading JBP
means driving creative initiatives far beyond the normal trading relationship knowing
they can count on their partner’s commitments.

Project Methodology

In response to overwhelming demand from its members, NACDS formed a
sub-committee and a joint task force on Joint Business Planning.

This sub-committee met several times over a 5 month period. Industry experts
were interviewed and JBP tools from The Partnering Group were submitted and
reviewed to further discussion regarding leading practices. Business processes
were examined, questioned, refined and optimized for deployment. The Partnering
Group contributed approaches refined over 20 years of industry practice.

The goal of this report is to equip trading partners with industry leading methods
and processes for joint business planning that will increase trust and alignment with
simplification and speed as key outcomes.
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patients and customers. Chain pharmacies represent
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order to achieve maximum shareholder value. TPG is
known for its ability to deliver pragmatic and achievable
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Industry Findings

Not surprisingly we found a tremendous amount of industry passion for JBP. The contributing
companies in this work agreed that we must find better ways to engage with trading partners to unlock
value. In fact, throughout the course of this project it became clear to us that JBP is as important to
our industry today as category management was 20 years ago.

OUR SUB-COMMITTEE RESEARCH IDENTIFIED
THE FOLLOWING KEY FINDINGS:

KEY FINDING #1

More Senior Level Engagement and Commitment is Needed

More senior level engagement and commitment is needed, on both sides, to ensure
accountability. This does not mean that senior leaders should focus their involvement in the
details of the planning process. Rather, our research suggests three critical areas where senior
leadership is needed.

First, we recommend senior leaders play an active role in kicking off the JBP process. This
includes setting the stage, clarifying ground rules and being available as visible support for the
process.

Second, senior leaders should make it clear that they approve all final JBP plans and authorize
their implementation. This might take the form, for example, of senior leaders physically “signing
off” on verified plans.

Third, senior leaders should participate in the JBP review and score carding process at least
semi-annually or annually depending on level of seniority. Clear and transparent processes should
be established and in place for best results.

IMPLICATIONS: JBP financial results increase when senior leaders support and encourage JBP efforts and
hold teams accountable for results.

KEY FINDING #2

Interest in JBP is equally high for retailers and suppliers, but currently

executed by few.

We found that most of the larger retailers and suppliers have been exploring, testing or are currently

engaging in JBP in one form or another.

e Many suppliers have been actively engaged in JBP for several years now, mostly with their largest, or
most strategic customers

¢ A few retailers have developed a formal JBP program
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e Smaller players (retailers and suppliers) are still trying to gain traction
e All surveyed companies rate JBP as “highly important” and plan to increase efforts with most
strategic trading partners

IMPLICATIONS: Opportunity exists to further define and simplify the process to allow for more retailers and
suppliers to participate, driving overall industry benefits.

KEY FINDING #3

Retailers Driving JBP for Competitive Advantage

Participants agreed that retailers drive the most successful JBP programs. Suppliers are quick to
adapt their internal processes and resources to retailers who provide a clear and transparent process
for how JBP will work for their organizations. Leading retailers are creating a competitive advantage
through their own custom JBP planning processes.

IMPLICATIONS: Retailers will create customized JBP processes but can benefit from an overall set of principles
and structure in order to obtain maximum investment of resources, initiatives and thought leadership from
supplier partners.

KEY FINDING #4

Leaders calling for more standardized metrics, scorecards and
processes

There’s a powerful truth in the saying “you’ll get what you measure”. For years companies have
developed internal scorecards and KPI's (key performance indicators), but JBP uniquely focuses on
both parties scorecarding their joint performance.

Unfortunately, there is no industry standard JBP scorecard. Trading partners are left to develop their
own. This is difficult because trading partners are not always using the same metrics. And, even if
they are, there are no common standard definitions or calculations for many metrics. For example,
there are numerous ways to calculate fill rate or on-time arrival. Depending on whether you are a
supplier or a retailer, you'll most likely calculate them differently.

Scorecards are often not clearly defined in advance, review sessions often get derailed before they
even get started, and valuable time is spent reconciling data sources and metric calculation. Our
research showed that the planning process can sometimes differ significantly even within the same
Retailer, making it difficult for even the most sophisticated Supplier to plan effectively.

IMPLICATIONS: Leading Retailers and Suppliers need to identify specific metrics which are used consistently as
foundations of a common JBP scorecard, streamlining the work and allowing for scalability for suppliers and retailers.
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KEY FINDING #5

Traditional planning time horizons are too short

Real innovation takes time to plan, develop and implement. Consequently, a 12 month annual
planning cycle restricts the quality and ability to develop real innovation. Our research shows that 18
or 24 months is more appropriate than a typical 12 month planning horizon in order to produce real,
breakthrough innovation.

IMPLICATIONS: Companies drive for 2-3 year horizons for JBP’s that work well and truly transform the business and
seek rewarding trade relationships that are able to meet these timelines.

KEY FINDING #6

Still “Breakthrough Innovation” is rare

Even though there are many pockets of good JBP work occurring, most programs fail to develop and
execute true breakthrough innovation. While a basic plan with clear alignment of goals is a big win for
many industry partnerships, only a few leaders are truly driving joint innovation in areas including supply
chain, product innovation, co-branding, e-commerce, shopper marketing, and many others.

IMPLICATIONS: As JBP evolves more trading partners will migrate toward joint value creation opportunities, creating
even greater competitive advantage.

KEY FINDING #7
Not all trading partners are created equally. Pick and Choose the

most optimal partners.

Given the lack of standard processes discussed earlier, it is not surprising, we found different levels of
planning sophistication. Capabilities ranged from foundational planning (around assortment and trade
promotion), all the way to industry leadership capabilities such as joint product innovation. We also
found that leading companies segment their trading partners and invest more JBP time and resources
into those companies who will yield the highest ROI.

IMPLICATIONS: Companies will increasingly evaluate trading partners and then identify the level of strategic
partnership for each one based on strategic and economic criteria.

KEY FINDING #8

Differences in planning cycles and fiscal calendars exacerbate
planning issues

A typical supplier planning cycle lasts several months and usually covers the next 12 months, typically
a calendar year. By the time suppliers are finished planning it is often late fall. However, retailers,
planning for the following year need input from suppliers well before that. Retailers are often looking
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to plan starting in late summer or early fall and need time to incorporate supplier learning. These
differences in planning cycles beg for solutions like JBP.

IMPLICATIONS: Retailers and Suppliers will continue to refine processes and expectations and adjust to meet mutual
needs, most likely lengthening planning cycles.

KEY FINDING #9

Traditional planning structures need to change

In traditional planning models most activities occur internally, within each separate organization.
Retailer/supplier touch points are limited and are most often funneled through the buyer and seller.

This structure creates a “positional based” negotiation relationship where one party “wins” and one
party “loses”. The structure is very different with JBP. Here cross-functional teams meet frequently and
work together toward common goals and objectives. This structure allows for mutual interests to be
discussed based on their merits.

IMPLICATIONS: Companies will continue to reorganize around functional points of contact and retrain their workforce
to adapt to new structures.

KEY FINDING #10

Competitive advantage comes through Trading Partner Customization
The goal of this report is to equip trading partners with a method and tools for effective joint business
planning that will increase trust and alignment. The methods, processes and templates/tools contained
in this white paper are meant as a guide to help trading partners better understand this work. We know
that not all of these materials will be used across your JBP programs. The key point here is to clearly
define your vision for a JBP program within your Company and then use the appropriate materials to
develop & execute your plans.

IMPLICATIONS: Trading partners should work to understand all these various methods and templates/tools and utilize
only those that work best for their particular situation.
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New Trends in JBP

JBP is a multi-functional undertaking that must respond to the changing forces of our industry.
Increasingly, our industry is being shaped by the need for innovation, the expansion of omni-channel
retailing and the utilization of Big Data.

Initially JBP was a financially focused exercise with some multi-functional participants (e.g. shopper
marketing and supply chain) but leaders are going further.

Innovation:

Leading companies are using JBP as an anchor to work that involves fusing the supplier and retailer’s
abilities in developing and testing new products. Increasingly, JBP sessions are occurring in shopper
labs where new concepts can be viewed in full scale or in 3-D format.

Omni-channel Retailing:

Both suppliers and retailers are responding to shifting consumer and shopper behavior. Smartphones
are bringing digital and targeted marketing into the store. Showrooming and price checking are putting
pressure on all of retail over time.

As retailers embrace omni-channel strategies they will seek to bring the power of their ecommerce and
their stores together. Leaders are leveraging their JBP process to bring together their own ecom and
stores leaders in concert with supplier thought leaders in digital (including social and mobile). This is
creating a fertile ground for stronger and future proof initiatives.

Big Data and Advanced Analytics:

Our industry is awash with data but still struggling to harness it for better predictive power. It is
becoming more common for leaders of advanced analytics within retailers and suppliers to spend time
at the JBP interface.

This work is bearing fruit in the forms of JBP executions of optimized promotion, supply chain and even
assortment.

Pharmaceuticals:

It is increasingly clear that partners can unlock more total sales by considering the impact of
Pharmaceutical businesses on a total store business. By better planning this part of many retailer/
supplier joint businesses, new opportunities are being uncovered. Pharma, OTC and total store sales
are often deeply interconnected creating marketing and merchandising synergies and growth.

Wherever a major trend shapes our market, we believe that JBP will adapt to that challenge by bringing
the work that must be done into one powerful and executable plan.
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JBP Defined

Simple Definition:

JBP is a collaborative planning process between a Retailer/Distributor and a Manufacturer Supplier
whereby both parties align on short and long term financial goals for their shared business and drive
multi-functional initiatives for growth and profitability.

So What Does That Really Mean?

JBP is all about sharing a deep understanding of trading partners’ goal objectives and aligning on a
shared vision, and working together to achieve this shared vision. It is easy to confuse JBP with a
typical planning process.

What JBP Is What JBP Is Not

Joint “shared business” planning «  Topics handled at a buyer/category

manager level with account manager
Sharing of vital information to support
creative problem solving and joint + Tactical trade negotiations
incremental investment
Category management planning
Challenges beyond the buying desk
needing cross-functional and leadership * A “top to top” meeting
support
Short term or reactive
Linking of corporate strategies
Promotion planning
Understanding the shared shopper &
consumer (Retailer brand and Suppliers +  Space planning design
brands)

Initiative scoping, selection and
agreement

L Strategic and longer term plans

Key inputs:

e Shared shopper and marketplace insights as inputs into jointly defined strategies and initiatives.
e Collaborative working relationships (focused time & effort)

e Joint investment into breakthrough demand driving or cost-cutting initiatives.

10
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Characteristics of
Best Practice JBP

e Shopper-Centric: Develop Best in Class insights that enhance the shopper experience

e Value Chain Visibility: Review and optimize end-to-end

¢ Defined Dashboard: One version of the truth to assess, evaluate and monitor

¢ Productive Process & Policy: Alignment on what will (and will not) be shared

e Near & Long Term: Forward thinking planning (36+ months out)

e Strategic & Pragmatic: Jointly developed Strategies and Initiatives in a simple execution plan

e Senior Sponsorship: Multi-functional endorsement/engagement (both parties)
e Robust Monitoring: Results are frequently reviewed as a multi-functional team

OPTIMIZING JBP THROUGH JOINT VALUE CREATION

e Joint Business Plan is the link between the two corporations
e |t sets the framework for the two organizations to work together to deliver business growth
and efficiency

Joint Value Creation

Potential T T Potential
Alignment . _~Alignment

petailer Cc,)mplete Manufactureni\‘»‘
Alighment f,
y

Conflict = :\\ Conflict
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Levels of JBP

THREE LEVELS OF JBP

Not all Categories and not all Customers are created equally so, clearly, not all business plans should
be treated the same!

Simple resource constraints and diminishing returns will dictate that some JBP’s need to be planned
more thoroughly than others.

e Foundational Level Planning: Get the basics right. Align on basic metrics of sales, spending, profit,
etc. Plan for upcoming new item introductions and necessary plan-o-gram adjustments, etc.

e Advanced Level Planning: Deeper planning. Foundation Level + more complicated analysis such as
localized assortment, supply chain/logistics efficiencies, shopper marketing programming.

e | eadership Level Planning: Highest level of commitment. Advanced Level + significant investment
in high return activities of joint value creation such as product innovation, equity building and joint
products and services.

Leadership

Joint Product Innovation
Joint Store & ecommerce Innovation

Joint Equity Building Marketing
Joint Technology Innovation
Joint Product and Services Sourcing

Advanced

Localized Assortment
Shopper Marketing

Supply Chain & Logistics
Demand Planning & Forecast
Improved Systems Linkages

Foundation

Align Sales & Investment Targets
New Product Launches

Space & Product Placement
Promotion & Trade Investment

} Levels of Strategic Partnerships }

Fundamental underlying relationship required, able to speak one language, basics of trust.

12
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THREE LEVELS OF JBP

Tables A and B provide a deeper look at the types of things you’ll want to share and the different levels
of commitment to be established with different levels of trading partners.

For the most part retailers are defining these details. Each company is free the define this for
themselves, the main point is to have a plan upfront.

Table A

Foundation Advanced Leadership
Typical Criteria (all other suppliers) [(mid 20 -30 suppliers) (top 5-10 suppliers)
hared Target Ct Low overlap Mid overlap Strategic overlap
Presence or Leadership in high ik -
A A igh presence and some
lmpongnce categqnes Low presence Some presence leadership brands within high
(for Retailer - Destination importance categories.
[categories)
S inaevation: wast Innovation centered, innovations
lOverall level of innovation Fast follower 4 Y | across store, supply, marketing
product centric
and products.
Strong core capabilities, may | Dedicated resources and custom
Insights and People Limited capabilities be a blend of dedicated and | insights regarding the retailer
central and their shoppers.
Seale of Business (dollars & Small or mid size Mid size or larger Mid or larger
units)
Growth, often growth that is new
Trend of Business Slower growth/flat Flat/Some Growth consumption or incremental to
categories.
Commitment Limited Mid to High Clear focus on the joint business

Table B

Foundation Advanced Leadership

(all other suppliers) (mid 20 -30 suppliers) (top 5-10 suppliers)

Components/Investments

Key Leadership Retailer DMM VP Merch President

Key Leadership Supplier VP Sales SVP Sales President
Functions Involved Supplier| Account Management, Foundation plus... Marketing, Advanced plus... IT, Innovation,
and Retailer Buyer/Category Manager Supply Chain Store Design, Finance
Planning Window 18 months 24 months 2-3 years

Joint product innovation, Joint
Localized Assortment, Shopper |store and ecommerce innovation,

Assortment, Space & Product Marketing, Supply Chain & Joint Technology Innovation,
placement, promotion & Logistics, Demand Planning & Joint Products and Services
Scale of Initiatives trade investment Forecasting, Systems Linkages Sourcing
6 monthly plan updates and
IMeeting Cadence 1 review per year 1 per year and quarterly updates Quarterly Meetings
Advanced plus... profit, custom
Corporate Strategies, sales Foundation plus... shopper research for retailer, ecommerce
Data Sharing (units/dollars), inventory research, market insights data

13
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Key Components of JBP
(Framework)

KEY COMPONENTS

Before you begin JBP with a trading partner you need to make sure you have all the right components
in place. We call this “getting your house in order”. We identified four major foundational components
which retailers and suppliers should each seek to develop before engaging in JBP discussions. We
found that companies who first take the time to develop these components are more successful

in implementing full scale JBP programs. They enable your people to do the work effectively and
efficiently. If you don’t have these components in place, your process won’t work as well.

ORGANIZATIONAL CAPABILITY:

The right culture, competencies, leadership

COLLABORATIVE RELATIONSHIPS:

Established trust and transparency with key trading
partners

INTERFACE SYSTEMS & DATA:

Access and share data seamlessly across your
organization

SCORECARD & INSIGHTS:

Established metrics, linked to transparent incentives.

14
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Collaborative
Relationships

e Multi-Functional Team ‘ Joint Business ' \ e Senior Sponsorship
¢ Single Point of Ownership Planning | ¢ Information Sharing

eC bilit
e Strategy & Process

e Mutual Benefits

Scorecard & Interface
Insights Systems & Data
e Common Dashboard ¢ Enabling Systems
¢ Shopper-Centric e Supplier/Customer P&L
e Internal/External ¢ Integrated Data

Benchmarking

I'S*-Of& ORGANIZATIONAL CAPABILITY
& N8 | (ROLES & STRUCTURE)

The first component is Organizational Capability. Before you launch a JBP program we recommend
you confirm whether your organization has the right structure, skill set and culture to support it.

Ask yourself these key questions about your company:

e |s JBP seen by top management as a strategic imperative”? Do senior leaders encourage and
empower solution oriented thinking?

¢ What human resources are dedicated to the execution of JBP? Do you need to outsource any
capabilities?

¢ Are cross-functional members of both parties involved? How connected? Do these functional teams
communicate well within your organization,
or do they operate in functional silos?

¢ Do the goals of JBP flow into the performance review, rewards and recognition of personnel?

¢ Are your job descriptions clear and well aligned with the skills required for JBP?

* How well do you rate your team’s performance in JBP skillset?

e Do senior leaders encourage and empower people to think outside the box and develop new
solutions?

e Does your company have a culture of sharing and working collaboratively?

e Do your people feel accountable and properly evaluated on these capabilities?

15

X\

NGB T ' T1CNAL ASSOCIATION OF
_M‘\_ CHAIN ]WL"(L STORES
The Partnering Group, Inc.




KEY COMPONENTS OF JBP

Creating Value Together

PREPARING YOUR PEOPLE

- JBP is a new way of working for many people. And new ways of working can be daunting without
proper training and education. People need to know what to do, how to do it, and more importantly,
why it is so important. In our experience, companies who take the time to design, develop and train on
JBP capabilities are most successful. It is highly recommended that companies create specific work
flow processes and hold special training sessions before implementing a new JBP planning process.
The same is true for trading partners. Retailers, for example, who launch a new JBP program often
train their own employees first, but also hold special supplier training sessions to ensure consistency.
Below is a summary that can be used to define roles and responsibilities so that people are clear on
what is expected of them.

Helpful Tools
& Hints

16

NATIONAL ASSOCIATION OF
d CHAIN DRUG STORES.

\\ The Partnering Group, Inc.



KEY COMPONENTS OF JBP

Creating Value Together

GETTING STRUCTURED FOR SUCCESS

- Before you engage in JBP with a trading partner make sure you are structured properly for success.
You’ve heard the saying “even the best plans, if poorly executed, will fail”. Failing to organize and

Helpful Tools . .
P structure yourself properly will lead to poor execution.

& Hints

The leaders we spoke with unanimously recommended the following:
e Business teams need to be created to include cross-functional experts
e Business teams meet on a regular basis to review progress against pre-aligned goals
and objectives
e Scorecards and agenda items are defined in advance so that the
group remains focused and aligned

Figure 1 illustrates the pre-JBP, or, traditional structure that many companies have adopted in the
past. Here, all communication is funneled through a single touch point. This creates an atmosphere
of “positional” negotiation where one party wins and one loses. Figure 2 illustrates the modern JBP
structure found in leading companies today. Here, the company-to-company “wiring” connections are
formed between functional experts. This structure allows for “interest-based” dialogue to occur.

“Functional “ EXDertS Multi-Functional Team Touchpoints
departments talking
within our to Experts”
company do o
n0t talk tO Acct +— Cat.
each other...” % ] s
| Dis;. ] housing
’ semvive T Buying
Retail Store
Operations ) Operations
Finance MIS L MIS Finance
AR Mktg. Mktg. A/P
Team Leader +—t Senior Management

You'll know you have completed the organizational capability component when you have successfully
completed an internal skills assessment and confirmed that your organization has the skills and clearly
understands their role and responsibility as it relates to JBP.  Look for the ability to work collaboratively
toward a common, shared solution, as well as senior leadership encouraging JBP work.

17
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@ COLLABORATIVE RELATIONSHIPS

The second component is having strong senior level collaborative relationships, especially with their
trading partner counterparts.

Ask yourself these key questions:

e Do both parties work in a collaborative & entrepreneurial manner?

e Are both parties able to handle key transactional discussions in a way that avoids
slowing JBP work?

e Are both parties committed to “lean forward” investments?

e Do senior leaders engage with trading partners in collaborative discussions?
Do they “walk the talk” of JBP without sending mixed signals where they say one thing,
but do another?

® Are senior leaders willing to share important information about future trends and information
on upcoming development projects? Are they willing to participate in interest based, solution
oriented discussions where both parties win?

You’ll know you have completed the Collaborative relationship component when functional
counterparts work together to solve issues in an interest based manner. Senior leaders encourage
regularly sharing of upcoming developments and trends and collaborate on possible joint initiatives.

18
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INTERFACE SYSTEMS & DATA

The third component is having systems that support JBP, making it easier, faster, more accurate and
more insightful. Current leaders reported their processes are still not fully automated and they have
concerns with document complexity and version control. They lack automated scorecarding and
flexible roll up capabilities which should be intuitive and easy to use, allowing people to quickly and
easily assemble information into meaningful insights and share it with trading partners. Suppliers
should have a cost-to-serve program and customer P&L's easily accessible. Retailers should be able
to track performance by category, segment and supplier. Trading partners should be able to meet
frequently with confidence that their data is accurate and that they are each relying on “one version
of the truth”. They should not spend a lot of time discussing data accuracy. In addition to having a
strong system in place it is important to be armed with the right data.

Ask yourself these key questions:

e \What direct data access tools are shared between the partners?

o \What data/analysis is available to share with key partners to jointly understand the shopper, sales
trends, marketplace, etc.?

e How flexible are your information systems and how well do they provide the necessary
information and insights to key decision makers?

e How satisfied are key users with the ease of use in their daily functions?
- Are your systems integrated or do they require a lot of manual adjustment?

e Are your systems trusted for accuracy, or do analysts have to double check source data?

¢ Have you conducted a capability assessment to determine any weaknesses or opportunities?

¢ \What projects are in the pipeline to enhance integration?

You'll know you have completed the Information Systems component when your business teams
can quickly and easily assemble the information they need make insightful decisions and run JBP
scorecards.
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SCORECARD & INSIGHTS

The last component for JBP is a clear and transparent scorecard. Scorecards are an essential
component to the success of any joint business planning program. The most successful JBP
programs establish a common scorecard at the very beginning of a planning period so that teams
know exactly how they will be measured. To avoid confusion scorecard metric calculations are
transparent and defined upfront, so people understand exactly how their performance will be
evaluated. The metrics tracked should be balanced and include a broad range of sales, share,
financial, and supply chain metrics.

Goals and objectives are signed off by the senior leaders of both trading partners in order to avoid any
ambiguity. Scorecards should be simple and easy to read. As with information systems, scorecard
should be readily available.

Ask yourself these key questions:

e \What common approach is used to measure the value, e How clear are corporate shopper segments?
execution and key targets/gaps within the joint business? ¢ \Who is the current core/target shopper? How does the
e |s this shared in a transparent way? retailer uniquely meet their needs?
e |s the scorecard easy to compile and disseminate”? ® Have you identified the key metrics by which you can
¢ Does the scorecard have balanced metrics? Sales, Profit, measure JBP success?
Supply, Shopper, Market? e How does the scorecard you set flow into the way people
e \What approach is in place to develop category plans that are rewarded and recognized?

deliver on the corporate strategy of the retailer and are
driven by Shopper Insights?

Joint Business Supplier $$ Retailer $$ ggr::eerl Days of Inventory to Satisfaction
. 0
SCOMCCAI ket Share % Market Share%| | $$ S8 | UNSales 1y, | %oCOSt - ISUBRIY | oo e Ratio | il Rate Score

Manufact.urer Xat Index vs PY | Index vs PY Index vs PY | Index vs PY Spend Index vs Index vs PY | Index Index vs PY (for major
Retailer Y vs PY
PY department)

13 [14YTD| 13 [14YTD| 13 |14YTD| 13 |14YTD| 13 |14YTD| 13 |14YTD[14YTD| 13 [14YTD| 13 [14YTD| 13 |14YTD

Shopper

_— Category x (3.5%) | 5.8% [(4.5%) ] 7.8% | (4.5%)] 7.8% [ (1.1%) [ 12.4% | (1.1%) [ 12.4% | (1.1%) [ 4.9% | 2.6% [(3.3%) | 14.2% | 88.8% | 88.0% | (7.1%) [ (4.2%)
Category x (12.19%)[(10.0%)] (14.1%) [(11.0%) | (14.1%) [ (11.0%) | (12.0%) | (10.7%)  (12.0%) | (10.7%) [(17.3%) | (14.5%)  (5.1%) [(13.6%) [ (11.3%)| 88.8% | 88.0% | 4.9% | 2.6%
Category (0.6%) | (1.1%) [ (0.6%) | (1.1%) [ (0.6%) | (1.1%) [ 4.1% [ 1.6% | 4.1% [ 1.6% | (7.1%) [ (4.2%) | 39.0% [ (0.0%) | (6.6%) | 88.8% | 88.0% |(14.5%)[ (5.1%)
Helpful Tools
& Hints Region or Banner | (4.5%) | 7.8% | (4.5%) | 7.8% | (4.5%) | 7.8% | (1.1%) [ 12.4% | (1.1%) [ 12.4% [ (1.1%) | 49% | 2.6% |(3.3%) | 14.2% | 83.8% | 83.0%

Region orBanner | (14.19%)|(11.0%)](14.1%)|(11.0%)| (14.1%)| (11.0%) | (12.0%)  (10.7%) | (12.0%) | (10.7%)  (17.3%) | (14.5%) | (5.1%) |(13.6%)]|(11.3%)] 88.8% | 85.0%
Region orBanner | (4.5%) | 7.6% | (4.5%) | 7.8% | (4.5%) | 7.8% | (1.1%) | 12.4% | (1.1%) | 12.4% | (1.1%) | 49% | 2.6% | (3.3%) | 14.2% | 88.8% | 85.0%

Total Directto
Try to keep scorecards Consumer 6% | (11%) | 06%) | (11%) | 06%) | (1.1%6) | 41% | 163 | - | - |71 | @) | 300% |00 | 66%)| - | - | - | -
simple like this example Total Stores (14.1%)] (11.0%) [ (14.1%)|(11.0%) | (141%) [(11.0%)| (12 0%) [ (10.7%)]_~ |- (17.3%)](14.5%)] (5.1%) |(13.6%)](11.3%)| 88.6% | 58.0% | 88.6% | B3.0%

TOTAL BUSINESS | (11.0%)[(12.0%)|(11.0%)[(12.0%)|(10.7%)|(12.0%)| 4.1% | 1.6% | 4.1% | 1.6% [(12.0%)|(10.7%)|(12.0%)|(10.7%)|(17.3%)| 88.8% | 88.0%

You'll know you have completed the Information Systems component when your business teams
can quickly and easily assemble the information they need make insightful decisions and run JBP
scorecards.
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KEY COMPONENTS OF JBP

Creating Value Together

SCORECARD & INSIGHTS

Build an Insights Library
As a part of getting your house in order it is strongly recommended that you build a library of insights
and data which can be used to draw upon when preparing for a JBP, or as a go-to resource when JBP

is in process. This is helpful to organizations in several ways:

- e Clarifies what content is, and is not approved to share outside the organization
e Speeds up the search and location of critical information

Helpful Tools * Provides a helpful “checklist” to ensure complete sharing
& Hints
As shown below, the insights library starts with examining the three stages of path-to-purchase Desire,
Decide and Delight. Pose critical business questions which are specific to your product and category,
and gather the insights to answer these questions into a single repository or Library.
Desire: Delight:
Generate Purchase Intent Consumption Moment
1 (2) 3) 4 6 7 (8

Trigger Inform Trip Select Navigate Select Evaluate
a Need Choice Mission Outlet the Store | Product Use

‘ Whereisthe | oo o Later Will I buy
What do | How to do Do | want it Where product | Use now or again or

want/need it/ what to now or should | buy seek is best for store for recommend
choose later this me later

9 Decide: e

Prompt
+
guide the
Purchase Moment

Business questions &
insights linked to the
Path-to-Purchase
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JBP STRATEGY & PROCESS

Creating Value Together

JBP Strategy & Process
IMPLEMENT THE RIGHT PROCESS

Once you have the four Key Components in place, you're ready to implement JBP. And, having the
right process in place facilitates success as you engage trading partners for the first time. Figure 3
shows the recommended JBP process flow.

Before implementing JBP across your entire organization we recommmend a pilot to start, just to make
sure your own detailed version of the process is smooth. The people we spoke with stressed laying
out the process framework in advance at a kick-off meeting to give participants more confidence and a
greater sense of alignment.

Foundation

Retailer and
Manufacturer key
goals, expectations

Partner selection
model in place for
both parties

Retailer and
Manufacturer

Figure 3: JBP Process Flow

Monitor
and
Renew

Initiative Execute

Planning

Discover &
Align

+ Build the Initiatives

Understand the + Implementing « Review progress

business that will support the plan ;
opportunities and the key strategies “jointly” ) ?r::éla‘i?vﬁ)gnd
risks at the Retailer * Reconcile the sales * Internal remove barriers
and Manufacturer and profit gains approvals

from each Initiative « Adjustments

to the scorecard

Development of the
common goals

(scorecard metrics) + Build Execution

marketing and * Develop the common Hans
promotion plans Strategies - the big
SWOT analysis T
A 4 = > /
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JBP STRATEGY & PROCESS

Creating Value Together

Foundation: FO U N DAT' 0 N

The purpose of the Foundation stage is to prepare internally to start sharing effectively. Companies
identify their own key goals and expectations. Start by going through a series of steps that provide a
solid foundation of your corporate objectives, goals and strategies and defines what you are willing
(or unwilling) to share and with whom.

STEPS

1. Document the shared information regarding corporate objectives, goals, strategies
2. Clarify own company’s key marketing, promotion and supply chain plans
3. Utilize assessment tool to select right JBP partners
4. Conduct SWOT analysis for key partners
5. Conduct business analysis around a number of key areas:

e Sales & Profit

e Category & Market Trends

® Shopper analysis

e Supply Chain

e Marketing

e Systems and Technology

OUTPUTS

e Summary of company’s objectives, strategies and plans

e Partner assessment tool completed with key implications

e Completed SWOT analysis of the jointly owned business

e Detailed business analysis for use in identifying key JBP Strategies/Initiatives

Outputs listed for illustrative purposes only, each explained in detail later.
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JBP STRATEGY & PROCESS

Creating Value Together

DOCUMENTING STRATEGIES, GOALS & OBJECTIVES

Foundation:

A lot of internal work goes into understanding and defining a corporate strategy. Not everything is
shared externally so you'll want to create a set of documents that are releasable to trading partners.

For retailers this means refining corporate strategies, defining corporate shopper communication
strategies and store format strategies. Retailers should be able to effectively and efficiently share their
plans for winning with shoppers, shopper marketing platforms, etc. in ways that invite and encourage
suppliers to engage and invest. Retailers should be able to set initial expectations for category growth
and share this with suppliers so they can plan accordingly. Lastly, Retailers will want to conduct an
internal SWOT analysis and trading partner segmentation exercise and develop a tiered strategy to lay
the foundation for JBP programs that make sense for them.

For suppliers this means developing their own corporate strategies by identifying and understanding
their product’s consumer value proposition and unique selling features. Suppliers will want to
conduct an internal SWOT analysis and develop well thought out category leadership plans. This
includes developing a repository of the necessary consumer learning and developing “ownable”
shopper marketing platforms. Lastly, suppliers will also want to conduct an internal trading partner
segmentation exercise and develop a strategy for each level.

Corporate strategy

Selection Criteria
Selection Model

Budget targets

Manufacturer

Retailer key differentiators, category
roles, target shopper, store location/
format, price/promo, assortment, private
brand, supply chain, marketing strategies
and initiatives.

Understand Manufacturer key
differentiators, target shopper, price/
promo, assortment, supply chain,
Marketing strategies (including Digital)
for entire company, Ecommerce plans.

Gather and review metrics and criteria which measure the execution, value and
capabilities of Trading Partners allowing for identification of the levels
strategic partnerships.

Select and prioritize trading partners based on level of strategic partnership.
Note: See “helpful hints” section for examples of helpful selection models.

Break down corporate targets to the key
categories and specific brands owned by
the partnering Manufacturers.

Break down corporate targets to the key
categories driven by the partnering
Retailers.
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JBP STRATEGY & PROCESS

Creating Value Together

Figure 4 shows an example of a JBP Partner Assessment model that can be used to help identify
which level of strategic partnership is appropiate for potential partners. Make sure you clearly identify
which partners are at which level before you commit to a JBP process with anyone.
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JBP STRATEGY & PROCESS

Creating Value Together

Strengths

Opportunities

Weaknesses

Compaetitive

Threats

26

SWOT

SWOT is critical to understanding the levers and
opportunities within joint business plans. Each

party should complete this in advance as if both
parties were 50/50 owners in a single business.

Strengths and weaknesses often relate to internal
capabilities of an organization. Opportunities and
threats often relate to external factors. When
completed the SWOT should address internal,
competitive, industry-wide and macro factors such
as legislative or other environmental factors in the
competitive ecosystem. Use these guidelines
when completing SWOT analyses:

STRENGTHS:

Consider this from the internal point of view of staff

and from the external view of shoppers and trading

partners in relation to competitors. For example, if

all competitors provide the same thing then this is

not a strength. Address questions such as:

e \What does the company do better than anyone
else?

¢ \What unique capabilities exist, especially those
that are difficult to copy?

Thought starters: Innovation, Technology,
Processes, Thought Leadership, Cost Advantage,
Critical Assets

WEAKNESSES:

Again, consider this from an internal and external
point of view. Be realistic and truthful in your
evaluation, even if this is difficult to do, especially
if others recognize these weaknesses. Address
questions like:

e \What disadvantages exist?

e \What are other companies winning at?

Thought starters: Aging Technology/Processes,
Lack of Innovation, High Cost, Lack of Critical
Mass

OPPORTUNITIES:

Review weaknesses and ask whether these open
up any opportunities. Address questions such as:
¢ \What are the root causes of your weaknesses?
e Can you fix those root causes?
e How are other companies winning and can

this be replicated?

Thought starters: Changing consumer
preferences/trends, advances in technology,
changes in marketplace

THREATS:

Review competition, industry trends and macro

environment. Address questions such as:

e Will competitors be able to build an advantage
for themselves?

¢ Are any changes to the competitive landscape
on the horizon?

Thought starters: Changing consumer
preferences/trends, legislative threats, economic
threats?

\\ The Partnering Group, Inc.
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JBP STRATEGY & PROCESS

Creating Value Together

TWO PERSPECTIVES

It is important to conduct SWOT analysis from the perspective of both the Retailer and the Supplier
separately at first and then combining them through group discussion. This provides a deeper and
richer analysis by incorporating multiple views and perspectives. It also serves to level set supplier and
retailer and their views of one another. This step is crucial for starting off on the right foot by identifying
and inconsistencies and by aligning on a common viewpoint.

Supplier’s
perspective of
the Retailer

Retailer’s
perspective of
the Supplier

Retailer SWOT

Regular products innovation Late product launches

OPPORTUNITIES THREATS

Provide shopper insight Category expertise from competitors

Supplier SWOT

Regular products innovation Late product launches

OPPORTUNITIES THREATS

Provide shopper insight Category expertise from competitors

27

You’ll know you've successfully completed the “Foundation” stage when you can do the following:

1) Your organization can clearly articulate your corporate strategy to trading partners in a way that
allows them to best engage with you in JBP.

You have completed the necessary foundational learning and insights needed for JBP.

You have completed the identification of the level of strategic partnership for each trading partner.
You have developed a trading partner scorecard

You have completed a joint SWOT analysis.
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JBP STRATEGY & PROCESS

Creating Value Together

DISCOVERY & ALIGN PHASE

Discover &
Align:
With a solid Foundation in place the next stage in the process is Discover and Align. This is the stage

where trading partners share their corporate strategies, institutional knowledge, scorecards, SWOT
analysis, key initiatives and unique capabilities with each other and, ultimately align on joint initiatives.
The main objectives and outcomes of the Discover & Align phase are:

e Understand the business opportunities and risks at the Retailer and Manufacturer
e Develop common goals (scorecard metrics)
e Develop the common strategies — the big ideas

Figure 5 provides an overview of this process stage from “discovery” through to “alignment”.

Insights &
Benchmarking

Discover opportunities

» Historic & forward looking Consumer
review of the marketplace & Learnings

categories

+ Share Consumer & Shopper
insights Shopper
» Share corporate strategies and Learnings
key initiatives

= Share financial goals, targets
" & Marketplace share

» Sharing of SWOT analysis Paaontos Discuss
8 Learnings
Shopper Market Supply :
Insights trends Chain Retailer or Sh & Di
Supplier are 1SCUSS
Learnings Strategy
y Manufacturer Suggestions
Retailer Business Plan
Business Plan
(stores, new (S;ra}egy Competitor
formats, change choices,
in focus, etc.) channels, Lear =
product)

Other
Documented Agreements Learnings

- Agreed initial scorecard The four sub-steps in this stage are:
* Lock in on set of strategies . .
+ Shared list of key initiatives * Discover and Alignment
* Creative problem solving ideas | e |dentify Key Findings
7 . . .
. “ e Discovery Summit Meeting

e Joint Alignment
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JBP STRATEGY & PROCESS

Creating Value Together

KEY FINDINGS

At this stage each trading partner brings to the table their insights and knowledge together they
document the most insightful findings and prioritize those best suited for initiative development. Teams
should focus in on what is most important — what they “need to do” vs what is “nice to do”.

DISCOVERY SUMMIT MEETING

We recommend trading partners participate in a Discovery Summit where both sides can share in

a structured environment. Summits are a great way to ensure efficient and effective Discovery and
Alignment and they work best when visibly supported by senior management. Here each trading
partner brings to the table their insights and knowledge. Examples of detailed inputs are outlined

in Figure 6. Teams will want to view recent historical performance, current trends, retailer’s future
marketing plans and supplier’s future marketing plans. It is important that companies bring their best
and most complete set of information to the table during this stage of the process in order to build trust
and alignment. If each company spends the time upfront in the Foundation stage to assemble all the
right materials more time can be spent discussing the findings.

Historic
(versus
last year’s plan)

Inputs to review

Corporate strategy

» Current key initiatives
Scorecard (vendor &
retailer)

» Demand generation
(promotion, shopper
marketing, new items, etc.)
versus benchmarks
+ Retailer (other

manufacturers)
*  Manufacturer (market
share + other retailers)

» Total value chain (service
levels, inventory, etc.)
Versus benchmark

» Retailer operations
(coverage, execution)

* Marketing events
(impact & ROI)

Marketplace

Trends
(external focus)

Inputs to review

» Shopper trends

» Consumer dynamics

+ Competitive environment
» Category trends

* Economic trends

» Regional variations

Retailer
Business Plan
“What will they be

doing regardless of
Manufacturer?”

Inputs to review

* New stores
Entering new markets
* New formats
Change in shopper target
* New acquisitions
» Big initiatives in product
or departments
* Supply chain capabilities
*  New expectations
+ Added shopper marketing
capabilities and programs
+ Ecommerce
Digital, Social and Mobile
Initiatives

Manufacturer
business plan

“What will they be doing
regardless of Retailer”?

nputs to review

New product launches
New shopper marketing
capabilities or platforms
New supply chain or
delivery capabilities

New brand marketing
investments

Digital, Social and Mobile
Initiatives
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JBP STRATEGY & PROCESS

Creating Value Together

KEY STRATEGIES JOINTLY ALIGNED

The final stage in the Discover and Align phase is to agree and align on a final set of key strategies.
Strategies are the educated choices we make, specifying the optimal course of action we will take to
accomplish our planned goals and objectives. They should:

e Flow from insights

e Help us to optimize resources

e Focus on delivering the biggest opportunities first
e By default, they make it clear what we will not do
¢ Be specific, simple, clear, and directive

Generally we find the highest priority initiatives will fall into one of the areas shown in Fig 7:

Deliver Improve Winning
Traffic Disruptive Improved Operations the Co-
Building Innovation Consumer  (Supply Chain Hispanic Branding
Value Focus) Shopper

Alignment Exercise

The process for aligning on key initiatives can be awkward and difficult. Trading partners may not fully
agree on priorities or overall direction. We found that performing a simple Venn diagram exercise as
shown in Figure 8 can be very helpful to determine areas of potential alignment by identifying “who” we
should mutually target, “what” are our collective goals, and “how” should we address our opportunities.
In essence this exercise helps partners to “agree on the things they agree on” and to “set aside the
things they disagree on”. Focusing on the remaining items allows for a more productive use of time.
Follow these simple steps: Retailer Supplier

1) Draw Venn diagram as shown Figure 8
2) Arrange initiatives and opportunities

in the appropriate space section

of the diagram Conflict Conflict
3) Select items of complete alignment mfm ' %

as top priorities \_“"': overares [ L’ Contict
4) Eliminate items of conflict
5) Concentrate on items of potential
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JBP STRATEGY & PROCESS

Creating Value Together

Documenting the initiatives is helpful to ensure clarity and alignment. Even a simple tracking sheet like
the one shown in Fig 9 is sufficient. It is also helpful to obtain written confirmation from senior leaders
of both trading partners that these joint strategies will be supported.

_ Probability
Size of Potential Starter Of Success
Strategy Name Description Pr;ze Initiatives (Top-Middle-
) Bottom)
Strategy “A”
Strategy “B”
Strategy “C”

31
X\

BRSPS BT - TCHAL ASSOCIATION Of
_NACDS Fee et
The Partnering Group, Inc.




JBP STRATEGY & PROCESS

Creating Value Together

JOINT SCORECARD

The joint scorecard is critical to keeping teams focused on the right results. It is important to develop
key metrics upfront, to help align each organization on what’s most important. The metrics in Figure
10 represent the key areas that Suppliers and Retailers should be evaluating in their JBP work. The
Partners need to decide on which measures should be the focus (not all will or need to be in a
scorecard). Ultimately, the scorecard should have:

e Clear metrics with agreed upon calculations

e Easy to calculate, assisted by streamlined information systems
e Reviewed regularly, at all major meetings

e Agreed and aligned up-front, before initiative building phase

[TARGETS]

Supply Promotion | Innow. Space

Sales

Plan

$
Units
Price
% to LY
Mkt share

Inv Value % Sales New Item § Sales/sq ft
RoA # Events % Turns Segment:
DOS Lift Sales DOS/Sku Sales
(010} Lift $ (0147 Margin
Lost Sales § Vendor $ GM Price

Variances
Sales
Units

GM

00S
DOS

Supply ROI DOS DOS
Cost (o]0} Lost Sales

These represent the key areas that Suppliers and Retailers should be evaluating in
this JBP work. The Partners need to decide on which measures should be the focus
(not all will/need to be in a scorecard).

You know you’ve successfully completed the “Discovery and Alignment” stage when trading partners
understand each other’s corporate objectives and initiatives, when each side shares best thinking

on how their unique capabilities can be used for competitive advantage, and when both align on
scorecard metrics for success with clear financial expectations aligned.
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JBP STRATEGY & PROCESS

Creating Value Together

Initiative Most of the real planning work takes place in this phase. Here teams work together to build the
Planning initiatives that support the strategies which they aligned on in the previous Discovery & Alignment
phase. Teams jointly score, rank and prioritize potential initiatives and determine which ones are best
to move forward with in order to achieve their joint goals and objectives. Teams will also estimate the
financial performance of the initiatives to ensure they meet financial targets. This is often an iterative
process with a lot of brainstorming, discussion and reconciliation. Figure 11 shows an overview of
the Initiative Planning phase and the three steps of Initiative Planning, Initiative Summit, and Joint
Alignment. The main deliverables of this phase are:

e Build the initiatives that will support the key strategies
e Reconcile the sales and profit gains from each Initiative to the scorecard
e Build execution plans

Plan development:
Joint initiatives & scorecard

+ Finalize JOINT strategies, initiatives and
scorecard

* Force rank initiatives and quantify

+ Draft out implementation calendar

Share &
Discuss Initiatives

Committed JBP
forecast + plan

Prioritize & Rank Initiatives
(“What are they Worth”?)

Key initiatives &
financial bridge

Align on Owners

Implementation and Timeline
calendar draft

Documented Agreements

+ Aligned initiatives and goals for manufacturer
and retailer

+ Booked calendar, future meetings, agenda &
attendees /
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Creating Value Together

Initiative
Planning

INITIATIVE PLANNING

Here teams discuss and document the initiatives and lay the
groundwork for the Initiative Planning Summit by completing
the following templates:

1. Initiative Summary Template

Here teams will summarize initiatives and capture them on a
simple Initiative Summary Page as shown in Fig 12. A Joint
Initiative:

e Relates to a specific key Strategy as agreed in the initial
alignment phase

® |s measurable with clearly defined performance targets
m e Has a clear definition of the investment required to
Retsier || Conaumer & MEEE:E{:?H Proabiy deliver it, and the anticipated return for the customer
Estimate | poemert Benefit | (TopMiddie and for Supplier
evene o | em | e Is recorded and tracked on the JBP scorecard

Initiative “A”

Initiative “B”

2. Initiative Prioritization Template
Here teams will prioritize initiatives by discussing the overall
benefits and viability of each initiative and documenting them

m on a side-by-side summary sheet, as shown in figure 13.

Main variables used to prioritize initiatives are:

Initiative “C”

Initiative “D”

Scorecard Build (millions) ‘
Highlights opportunities to close gaps or increase total plan.

Scorecard Sales Target EOY 2013 s 50 e Retailers financial estimate of revenue

Total Build Sales $ 48 N . . .
Other impacts T o8 e Consumer & Shopper Benefit, and fit with retailer.

Initiative 4 509 e Retailer and Manufacturer financial benefit
Initiative 3 S 07 .
Initiative 2 s 04 e Probability of success
Initiative 1 S 0.3
Category growth/decline $ 10
Trend 2013 exiting 2012 S 20

3. Initiative Gap Planning Tool
Scorecard Net Profit Target EOY 2013 $ 1.00 . . . .
Total Build Net Profit S 084 Here teams will document and summarize the financial

Other impacts $ o1l . PR . :
r— o benefits of the initiatives onto a one page summary financial

Initiative 3 $ 009 bridge, as shown in figure 14.
Initiative 2 $ 0.07
Initiative 1 $ 0.06
Category growth/decline $ 0.02
Trend 2013 exiting 2012 $ 040
* Net Profit - inclusive of costs

Profitis calculated for internal purposes for manufacturer|
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Creating Value Together

Initiative INITIATIVE SUMMIT MEETING

Planning

Here teams come together to discuss the work done in the Initiative planning step. Think of this
meeting as the culmination of all the work done to this point and a last chance for input to ensure
the team is heading in the right direction. Review all of the initiative summaries and the financial
estimates and discuss final initiative prioritization. Lastly, the summit meeting is the time to assign
key owners to each initiative with team members.

Key Initiatives and Owners Jointly Aligned

Coming out of the Initiatives Summit Meeting teams are jointly aligned on a key initiatives with
assigned owners.

You’ll know you’ve successfully completed the “Initiative Planning” phase when teams have
developed and agreed on a set of joint initiatives which align with joint strategies, goals and
objectives and the team agrees that these initiatives will accomplish joint financial objectives.
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Creating Value Together

It all comes down to execution. Well thought strategies and proper planning are important
but they can’t produce results without flawless execution. Here teams will do the following:

e Gain corporate signoff for funding

e Review initiative tracker & progress

e Update JBP with new insights and key learnings

e Build sub-teams with members from both retailer and supplier to complete tasks.

We found that organizations who execute well attribute their success to the following
characteristics:

e They start with well organized plans

e They follow a strict process

e They deploy cross-functional teams with retailer-supplier partners

® They meet regularly to ensure timelines are being met

¢ Their action owners are held accountable to the team for performing.

Main output of this phase are:

e Updated JBP scorecard
e Update of initiatives, work completed and status of key tasks
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Creating Value Together

We recommend distilling key initiatives down to a one-page, easy to track and understand review
sheet, such as the one in Fig 15. Make sure to document key metrics such as sales and profit, targets,
expected benefits, timing, and names of those responsible for key assignments.

You'll know you’ve successfully executed your plan when both retailer and supplier have accomplished
their goals and objectives through joint initiatives and met their financial targets. This may sound a bit
simplistic but at the end of the day results matter and JBP is about ensuring results and putting your
company in the best possible position to achieve results is the mission of any business leader.
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Monitor Don’t think of JBP as a “one and done” exercise. Instead treat the JBP as a living document. It's
& Renew important to stay on track. And it’s also important to course correct when needed by reviewing what is
working well and adjusting areas of opportunity. Our industry moves at “the speed of retail” and trends
can sometimes change on a dime. The main objectives of the Monitor & Renew phase are to:

e Review progress of key initiatives

e Discuss and remove barriers

* Make adjustments as necessary

By getting together the team can discuss the “why” behind the results. We recommend using a simple
tracking tool like the one in Figure 16 to monitor performance. We found the following best practices for
monitor and renew sessions:

e Schedule meetings well in advance, perhaps 3-6 months

e Send meeting agendas in advance with key responsibilities assigned to team members

e Assign someone to take notes and document key points

e Summarize key discussion points and next steps before each review session ends

e Send minutes after the meeting is over to all attendees and, if appropriate, re-copy senior leaders.

Plan Owners Planning Considerations:
Stakeholders

Retailer Supplier
o

Initiatives and Actions Date Date
Initiative #1

Task #1 X

Task #2 X

Task #3
Initiative #2

Task #1 X

Task #2

Task #3
Initiative #3

Task #1

Task #2

Task #3

/ You’ll know you've successfully completed the monitor and review step when teams have prepared for

and completed review sessions, making revisions, if necessary, to key initiatives, the working team is
clear on next steps and senior leaders are well informed as needed.
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Monitor MEETING CADENCE STRUCTURE

& Renew

Proper meeting cadence and structure are important to keep the JBP process moving in the right
direction and on track to deliver results. Make sure to:

e Plan, plan, plan. It is often said that the “meeting before the meeting” and the “meeting after the
meeting” are more important than “the meeting” itself.

e Send agendas in advance with clear direction and enough time to properly prepare. Even a short
pre-meeting can ensure that people’s roles are clear and that necessary resources and materials
are on-hand for the actual session.

e Follow a meeting schedule which is properly structured with clear goal and objectives and
assigned responsibilities.

e Summarize next steps before each sessions ends

e Keep meeting minutes and send to all participants, whether in attendance in the meeting or not,
so that the group’s progress is tracked along the way.

Properly planned meeting structures ensure that people understand their roles, have enough time to
prepare for success and understand they are being held accountable.

The following is a schedule of recommended meetings based on level. Below, figure 17 shows the
meeting cadence for the Leadership Level. See JBP Toolkit for additional detailed explanation of

Figure 17 meeting structure for all levels.

Leadership — 4 meetings Advanced — 2 meetings Foundation — meeting
1) Kick-off 1) Discover/Initiative Planning 1) Annual top-to-top

2) Discovery 2) Monitor/Review

3) Initiative Planning

4) Quarterly Review

1hr 3.5hrs 3 hrs 1hr
Meeting #1 Meeting #2 Meeting #3 Meeting #4
1. Kickoff = 2. Discovery strateqy | |3- Initiative 4. O:uarterly
» Project sharod * Information tr?gy Planning Final Joint Rev'lew
Scoping o sharing it Aighad o thé Business | | *Review of
» Focus Product * SWOT Discussion nitiative titegi d Plan execution plans
Segments :.r; * Key Opportunities List for ?i;:lgge'es an published | | -Due dates
+ Focus Brands + Strategies Pre-Read initiatives - *Review of results
+ Participants + Determined and adjustments
Initiatives List
* Touchbase Cont Call “Are we set?” * Touchbase Cont Call “Are we set?”
30 mins 30 mins
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Benefits of JBP
KEY BENEFITS

The benefits of JBP are numerous, both financially and organizationally. They can be classified into
three main categories 1) Alignment, 2) Leverage, and 3) Increased ROI. And the benefits extend
beyond retailer and supplier — the shopper wins also. JBP truly represents a win-win-win opportunity
for all three.

ALIGNMENT

Retailer and Manufacturer are aligned on key financial goals and drive in
one common direction = increased sales & profits

LEVERAGE

Fully leverage their capabilities, resources and scale

INCREASED ROI

Improved forecasting, resource/asset allocation and alignment

Win Win Win

Manufacturer Retailer Shopper
Opportunities Opportunities Opportunities
* Improve manufacturer * Improve category sales = Improve manufacturer
sales & share of market & share of wallet and category
conversion
= Accomplish = Accomplish category
manufacturer and and corporate * Improve manufacturer
corporate objectives objectives and category
consumption
= Activate category plans = Attract additional P
manufacturer resources * Improve shoppin
* Optimize trade funds P Pping
satisfaction
40
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As we mentioned earlier the benefits of JBP resound throughout the company in multiple
functional silos. When we spoke to people in different job functions in both retailers and suppliers
we heard these voices loud and clear:

VOICES OF THE RETAILER

“We were able to reduce working capital by $1.5MM in one
category alone”
-- Supply Chain Manager

“Our stores were the first to market by 6 weeks with new
products because we knew about them early on and helped
develop them”

-- Merchandising Director

“Our vendor partner helped us to reinvent a stagnant
category with a whole new look and feel. Sales are up 4.5%,
twice my department’s average”

-- P Merchandising

VOICES OF THE MANUFACTURER

“I can justify spending more trade funds with retailers who |
can trust to execute the plans we agree on”
-- Vice President, Sales

“By using the retailer’s shopper loyalty card data we
reallocated trade funds for our brands to match their
shopper profile. We grew share of category and they grew
share of market”

-- Account Team Leader

“JBP allowed us to reduce ship-backs by $2MM because we
were able to align on promoted price and order quantities for
our seasonal events”
-- Logistics Manager
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Conclusions & Next Steps

Joint Business Planning is mission critical in today’s hyper-competitive market. Most leading retailers
and suppliers are executing it today, in some form or another. However, many are still limited to only
their most important trading partners. Most say they have plans to continue or expand their focus on
JBP in the coming years, and all agreed that JBP is relevant to all partners.

Still, the JBP space is relatively new to most. There are few industry standards, and even some glaring
inconsistencies where planning occurs differently even within the same company. This lack of process
clarity leaves many company’s struggling, knowing there is value in JBP, but not knowing how best to
unlock it for themselves. Some companies currently segment trading partners and limit JBP to top tier
partners only. These companies plan to expand JBP to a broader set of trading partners.

Companies with a well-defined JBP program, with trained staff and senior level commitment perform
better than those who don’t. This requires time and effort creating a barrier for some companies,

but allowing for a competitive advantage for those willing to make the investment in JBP. Results are
unmistakable as companies who have experience with JBP report a deeper understanding of business
drivers, stronger working relationships, deeper levels of joint value creation and even increased levels of
resources and support between trading partners.

NEXT STEPS

It is highly recommended that companies make an assessment of their current strategies and
processes for business planning. Companies who currently do not have a trading partner
segmentation strategy should develop one and companies who have not yet written process steps
should begin. Lastly, we highly recommend developing a training manual and competency training for
key personnel.

**This report, its recommendations and its toolkit are provided for information
purposes only and their use offers no guaranteed financial or business outcomes.

For a copy of JBP toolkit containing templates for the JBP process contact:

Mike Holcomb Peter Leech
© Managing Director - e Managing Director -
Manufacturer Retail Practice

* mholcomb@tpg-mail.com * pleech@tpg-mail.com
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