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The Consumer is the Driving Force of Change in the Consumer
Products Industry Challenging Traditional Supply Chains

AFundamentally Changed Consumer
ASeeking Value

APrivate Label Store Brands now account for nearly 20% of the Market
Basket, and are projected to grow to 25% in 2010

AShi fting Portfoliobdbs Exposing Nee
Solutions

AChallenging Traditional Demand Sensing & Shaping Capabilities and
Promoting the need for Demand Visibility throughout the Supply
Chain
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The World Is Growing in Complexity Requiring
Downstream Data Solutions

Multiple Sourcing
Channels

Branded

Private Label

Internal Sourcing
Domestic
International

Multiple Supply
Chain Participants
Suppliers

Carriers

Freight Forwarders
Customs Agencies
Customs Brokers
3PLs

Multiple Enterprise
Units

Brands

Divisions

Business Units
Acquisitions

Distributors

Warehouses.

Multiple Sales
Channels

Store

Web Site
Catalog/Call Center
Special Order
Self-Service Kiosk
Mobile
Resellers/Partners

Suppliers

Multiple Distribution
Methods
Supplier-to-DC
Supplier-to-Stores
DC-to-Stores

Forward Stocking
Locations

Postponement
Redeployment

Multiple Product/
Service Choices

A, B, C, and D Items
Services/Support

34 Party Products/Services
Configurations

Bundled Offerings

Store 3

Catalog

Multiple Fulfillment
Methods

Stores

Warehouse

Suppliers

3PL Networks

Own fleet/TL/LTL/Parcel
Delivery/Service Partners

Multiple Customer
Segments
Consumers
Multi-Channel
Customers

Loyalty Customers
Commercial Accounts
Geographic

Customer Profile

: Center \\

Customers

Multiple Blind Spots

On-hand and ATP Inventory
(at stores, DCs, suppliers)

Order Status

Shipment Status

Drop-Ship Status



Definition of Downstream Data & Demand Signal
Repository (DSR)

AMR Research defines downstream data as point-of-
sale (POS) data, wholesaler data (Electronic Data
Interchange (EDI) 852,867), inventory movement,

promotional data, and customer loyalty data i for use

by decision support technologies (category
management, account team joint value creation,
shopper insight analysis, Demand Planning forecast
improvement, replenishment etc.)

AMR Research defines Demand Signal Repository
(DSR) as a centralized database that stores,
harmonizes attributes and organizes large volumes of
demand datai such as point-of-sale (POS) data,
wholesaler data (Electronic Data Interchange
(EDI)852,867), inventory movement, promotional data,
and customer loyalty data for use by decision support
technologies (category management, account team
joint value creation, shopper insight analysis, demand
planning forecast improvement, replenishment, etc.)
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There are Many Uses of downstream data

Q. How is downstream data used in your company today?

Demand planning
Category management

Channel inventory

Replenishment

@ 2008
W 2009

Revenue recognition

43%

Manage 3rd party
inventory levels

53%

New product launch
opp.

Sales force account
targeting

. 50%
Manage promotions

. 17%

N =129 Total Respondents
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Performance gaps in use of downstream data Challenge
Organizations

Q. Using a scale of 1 to 10, what is the importance of using downstream data in 2010 in your operations?

Q. Using a scale of 1 to 10, pl ease rate your companyds perform

[TOP 3 Box Summary]

GAP score
16% 16% 8% 2% 9% 9% 2% 5% -2%
60%
B Importance B Performance
50%
47% 47%
43% 43%
42% 42%
0% 41% 40%
Manage 3rd
New party
Demand Channel Category Manage Replenishment VMI product Revenue Sales force inventory
planning inventory management promotions decisions decision launch opp. recognition targeting levels

N =129 Total Respondents
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% of channel revenue represented by accounts with downstream data

Q. What % of channel revenue do the accounts with downstream data represent today?
Q. What % of channel revenue will the accounts with downstream data represent by the end of 20107

Today 54%

2010 60%

N =129 Total Respondents
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Plans for DSR 1T 2008 vs. 2009

Q. Which of the following best describe your companyoés plans f

Currently using

H2008

Implementing 2009

48%

Evaluating
Hnndg 2Keé NBOGFAfSNBA KI @S ay:
Limited resources 50%
Lack of managerial/executive support 44%
NO p|ans Data is not available from retail trading partners 31%
Too busy with other programs 25%
No clear sponsor in the line of business 25%
Currently do not use downstream data 19%
Downstream data is not valuable to our business 13%
Waiting for less costly alternatives to use
N =113 Total Respondents downstream data 13%
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2009 Spend on DSR Initiatives

Q. What is the approximate total amount your company will spend around your DSR initiatives in 2009?
Q. Is this level of spending for your entire company or for your division/business unit?

Scope of Spending

Less than $1M 22%

Entire
swrscot [ | coroery
| 74%
Divisiona
$5M-$9.9M 18% business
| level
25%

$10M-$14.9M 14%

Other
10/

$15m-$24.9M

Average Spend: $9.2M

N =114 Respondents who can confidently estimate spend

18%
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Expected timeframe for ROl from DSR initiatives

Q. How quickly have you/will you see an ROI from your investments in you DSR initiatives?

14%

Too earlyto tell

|

Within a month

15%

More than a month, but
less than 6 months

23%

More than 6 months, but
less than 9 months

15%

More than 9 months, but
less than 12 months

15%

More than 12 months, but
less than 24 months

10%

24 months or more

5%

We dondt me 200 RO

|2

N =111 Respondents
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Types of data collected Top 3 Box Summary]

Q. What types of data do you collect as part of your DSR strategy? Value of Data
Q. Please rate the current value of this data to your organization.

62% 68%

Inventory data

|

[ oo oo | >~ o2 |
Wholesale distribution, inventory levels and
sales
([ waermseuingana cuo | <> o |
Customer panel data 36% 68%
3rd party demographic content 35% 62%
Loyalty data 35% 64%
Data from internet marketing campaigns 33% 65%
Syndicated data 31% 63%
R = 0% |
Unstructured social sensing 22% 549,
Unstructured text on consumer acceptance of 179%
new products 0 68%

N = 129 Total respondents
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Plans for growth of DSR

Q. Do you plan to increase the size of your DSR in the next 12 months?
Q. What is the primary reason for your plans for DSR growth in the coming 12 months?

0 ( Improving forecast
5% accuracy

Data to sense the effectivenes
promotions/price incentives

Support new global

K markets

sensing

replenishment

9%

Data is now available from trading
partners i

Sensing and monitoring trading part_ 9%
compliance on trade deals

Store data for longer period of _ 7%
time i
Better understand buyer _ 7%
demographics

Yes

I n 2008, the most mat ure compan

sensingo as the number one reas

N=53 Respondents Using/Implementing a DSR who plan to increase the size over the next 12 months
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Benefits received from DSR processes

Q. Which of the following benefits have you /will you receive from your work with DSR processes?
Q. Which do you consider the most important benefit?

I Benefit

47% 47% 47%

45% ¢ —e— Most Important

Demand Sensing
Better Improving Sensing of | insights to product Improving Improving
Lower Better Improving | Better sales . . acceptanc Reduction
demand . promotion product drive new ; the order to
inventory management on shelf force . ein new of demand
forecast ) S . design/ category product customer cash
levels reporting availability targeting . product . L latency
accuracy execution changes developm launch experience efficiency
ent execution
N ——

N =129 Total Respondents
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Downstream Data Recap

Demand Visibility: Exceptions, Alerts and Monitoring

Performance Management

Application: Application:

Application: Application: Application:

Application:

Account E:/Iategory : Promotion Vendor Corporate Demand
Management anagemen Management Managed Forecasting Insights
Focus: How do | Inventory
best display the (VMI)
category? What Focus: Are my Focus: Use of :

: : is my market promotions POS in the Focus: Market
Focus: What is e Wi : t trends: who is
he best deal share effective? How Focus: What is corporate \
Rt do | minimize forecast buying what
drive revenue? . the best order B

deductions? for my :
Group: customer?
Marketing or Group: :
Sales Group: Sales Corporate Group: Product

Development

Group: Sales and Finance Forecasting

Group: Sales

Demand Signal

POS Data Repository Demand Insights
‘_A_
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Summary i What Does it Mean

AThe Promise of Downstream Data has reached the Tipping Point
ALeader 6s are Separating from the

ADemand Visibility is the Key to Improving cycle time and Optimizing
the Value Network between Trading Partners

ADemand Insights Required to be Demand-Driven
ALeading Companies are using Downstream Data to:
ABetter Target Shoppers
Almprove Retail Execution
ARemove Phantom Inventory
Almprove the Short-term Forecast
AReplenish to a Demand Signall

Alntegrate end-to-end Planning
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Hitachi Point of View HITACHI

Inspire the Next

With regard to the Demand Signal Repository, we see a lot of
Consumer Product companies focusing on two key areas:

o Strengthening the downstream data foundation through
standardization / consolidation / governance

o Maximizing the business value derived
from the downstream data through
choosing the most effective Business
Intelligence (BI) solutions/architecture

Brad Hairston

Vice President

Consumer Products Industry
Hitachi Consulting

® Hitachi Consulting
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Length of Time Focused on Building a DSR HITACHI

Inspire the Next
Q. How long has your organization focused on building a DSR? P

34%
33%
28%
25%
O 2009
@ 2008
19%
14%
12%
10% 10%
7%
4% 4%

I 1 1 1 1 1 1
Less than a 1 year to 2 years to 3 yearsto 4 years to 6 years or
year lessthan 2 lessthan 3 Ilessthan 4 lessthan 6 more
years years years years

Source: AMR Research, 2010

2009 Average Time focused: 2.8 years

® Hitachi Consulting
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Account Management Technologies Used HITACHI

_ _ Inspire the Next
Q. What account management technologies do you/will you use to process downstream data?

17
Companies Currently Using /
Implementing a DSR
10 10
.
4
3
1
0 1 2

Source: AMR Research, 2010

# of companies

Number of Account Management Technologies used to process downstream
data

® Hitachi Consulting
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Downstream Data Challenges

Q. Which of the following downstream data challenges is your company currently experiencing?

HITACHI

Inspire the Next

Willingness for channel
partners to collaborate

Organizational barriers to
shared use of data

35%

34%

Data
maintenance/governance

_ 34%

Data is expensive 29%
Data storage requirements 29%
Traditional practices /
0,
policies are abarrier 29%
Data is inaccurate or
0,
unreliable 28%
Major effort required for data
; ; 26%

harmonization and cleansing

Data loading and parsing 25%
Understanding how to use
0
the data 24%
Datais not timely 24%
Attribution of data for
0
analysis purposes 24%
Significant % of unreported 0
sales 22%
Maintenance of attributes
0
related to DSR data 22%
Lack of industry standards 21%
Lacking internal leadership 20%
0

on how to use the data

® Hitachi Consulting
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Plans to Standardize Technologies Used by Account Teams HITACHI

Inspire the Next
Q. Do you plan to standardize the technologies used by your account teams? >

56%
We have already standardized
20%
Yes, we plan to within the next 12 _&
months 50%
We would like to but the data models .6%
do not exist to make the switch 20%
B Currently
} Using/Implementing
49 O Evaluating
No, account teams make their own 0
decisions. 10%

Source: AMR Research, 2010
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Things to Consider i Data Foundation HITACHI

Inspire the Next

The DSR is a powerful information asset, but like most data-
centric solutions its overall value and longevity are directly
proportional to the amount of time/effort invested in areas like
standardization and governance.

Consolidate POS repositories i fewer is better and the Enterprise Data
Warehouse (if one exists) is a great home for this data

Reduce the number of account management technologies utilized T 2 to
3 Iis a good goal efewer 1 s better

Reduce reliance on downstream data received directly from major
retailers (too unreliable, too much cleansing/ standardization work
required on the part of the CP company receiving the data, etc.)

Implement data governance processes for the DSR that include strong
data stewards who can keep things in check

® Hitachi Consulting
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Plans to Build Business Intelligence HITACHI

- ) . _ : Inspire the Next
Q. Are you building your own Bl solution with DSR data or relying on your DSR data provider to do so for you?

Building our own
Bl solutions with
the DSR data

74%

Relying on our 25%

DSR data
provider for Bl 63%

We are not 1% B Currently Using/Implementing
focused on Bl O Evaluating

solutions 8%

Source: AMR Research, 2010

® Hitachi Consulting
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Performance Gap With DSR Applications

Q. When thinking about the technologies used by account teams, please rate the importance of these technologies

HITACHI

Inspire the Next

Q. Rate your level of satisfaction with the performance of these technologies

[Using TOP 3 Box]

A positive % depicts a gap

A negative % is where the performance exceeds the importance

The largest positive and negative differences have been highlighted in each
segment

H <$10B @ $10B+
GAP score
13%
12%
0, 0,
10% 10% 9%
6% 7% 7% 7%
2%
Source: AMR Research, 2010 |
-1%

-5%
Appsto monitor Apps aimedat reducing | Apps for forecasting by DSR with reporting tool{ Apps for DSD ordering  Apps for promotion

promotional performanc out of stocks SKU design

® Hitachi Consulting
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Performance Gaps With DSR Features HITACHI

e the Ne
Q. Please rate the importance of each feature when selecting DSR technology Le\;el .of Sat;sfaction
Q. Please rate your level of satisfaction with the performance of these DSR features

=
0
Understanding of how to use the data ;Wl 60%
0
Synchronizing data w ith internal master data — 7% 157%

Cost 56% 15%

0

0,
Data storage structure/accessibility —WW‘) 53%

0
a7

0,
Query speed to extract and use date from the DSR ; 52% 14%

Know ledge of data elements for data harmonization ——4-07%—‘ 51% 11%
1
S T,

il

Data loading and parsing speed (;(1)7%
0
Technology providerés 46{:?ata
0
Pre-built data models for data mapping/analysis /045 /o

Ry
L]

® SIBISIZJI&IZ
S SIS ¥R

0
System denticaton of ity et | 1% 5%
0
Channel adaptors 61(%) &
0
Bxception sensing and lrtig | 19, 1%

@ HltaChl Consultlng Source: AMR Research, 2010
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HITACHI

Things to Consider i Bl Solutions I it e ol
Think strategically and donot n
o Focusonl-2 key anal ytical needs I nitial

scope, and if the results prove out, accelerate the program.

o Give thought to the data foundation (master data integration, data
governance, etc.) early iIn the proc
youbve acquired a significant amoun

~

youor e pl apyonthgse fouadatormal topics.

o Establish a good partnership between IT and the Business for driving the
DSR strategy (mutually beneficial!)

® Hitachi Consulting
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Things to Consider i Bl Solutions (Continued) HITACHI

Inspire the Next

Choose a Bl solution delivery strategy that aligns to where you
are on the maturity curvee

o Companies that should outsource Bl solutions to DSR account
management technologies have one or more of the following
characteristics:

Just starting a DSR
Weak/slow internal Bl development capabilities
Aiming for typical benefits (e.g., better demand forecast accuracy)

o Companies that should consider building their own BI solutions have
one or more of the following characteristics:

Very mature DSR
Multiple account management technologies are leveraged
Strong/flexible internal Bl development capabilities

Pursuing non-typical benefits, i.e., something that is a competitive
advantage

® Hitachi Consulting
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‘ G I CONSUMER GOODS TECHNOLOGY

Thank you for attending this Web seminar!

The recording will be available within 24 hours at
http://consumergoods.webex.com

Consumer Goods Technology thanks the panel for their
participation and insight and also thanks
to Hitachi Consulting for sponsoring this online event!

Missed a recent Web Seminar? Go to
www.consumergoods.com and c¢l i ck on t he
Tab to view recorded Web Seminars On Demand!



