___ATKearney
| 9 * e
’

I\ Steps
to Win in Fresh 5

~ A guide to improving Fresh Category performance




AT. Kearney category management and buying framework

Category management Buying
s ' Category Fact-based
brands 1 profit negotiations (FBN)
Food ; improvement
py and : (CPI)
W near- :
o :
9 or non- :
"} food . : :
] Private ! o Private label
2 label i gory S development (PLD)
L) 1 strategy fekecagy ot
? ;
9 :
E S [
)
T8
Fresh food Winin fresh (WIF)

Source: AT. Kearney analysis

10 Steps to Win in Fresh 2



Context

Modern grocery retail is all about fresh food. In recent years many retailers have reinvented their
format strategy to attract consumers with a broader fresh assortment and the design of more
appealing in-store presentations. However, due to a complex value chain and supplier structure
and volatile commodity prices, retailers struggle with assessing the true profitability of

new concepts. Trends such as increasing consumer demand differentiation, continuously

higher food safety requirements, and retro-traceability of fresh products place further burdens

on implementation.

As a starting point, clear strategic positioning is essential to define the playground on which to
compete for the heart of consumers: lower prices, better service, premium quality (freshness,
variety, and visual appeal), and convenience of the assortment. The right value chain and buying
capabilities are a prerequisite to implement the defined strategy.

10 Steps to Winin Fresh, an all-encompassing approach developed by AT. Kearney in projects on
multiple fresh categories, enables retailers to fully exploit the potential value by working equally
hard on top line growth and bottom line efficiency. Recent projects around the world have
achieved category sales increases of4 to 6 percent and margin improvements of up to 12 percent.
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1 O Steps

to Win in Fresh

Foundation steps
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Top line steps

B Tailor in-store operations to strategy requirements

n Create a coherent and invigorating fresh brand strategy

B Sharpen price-quality perception with fresh categories

n Optimize assortment based on clearly defined criteria

Bottom line steps
EB managestrinkorossfunctionaly
BB extendmakevs. buy decisions by strategicaspects
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Western European
grocery retailer

Conducted mainly bottom-line
optimization in various fresh
categories such as 4th gamma
(convenience) and poultry;
main improvement levers
included:
e Assortment rationalization
and store operations

Adjustment of specifica-
tions to consumer needs

Order and delivery cycle
optimization

Strategic sourcing
negotiations

4-12%
Improvement
of net margin

Source: AT. Kearney analysis

Northern European
grocery retailer

Developed strategy for fresh
categories including meat,
fish, poultry, and deli or
convenience along entire value
chain; main improvement
levers included:
e New in-store concept and
operating model

Development of coherent
brand architecture

Strategic alliance with
key supplier

4%
Salesincrease
5%

Improvement of net margin

We have recently supported international food
retailers in optimizing fresh categories

Western European
grocery retailer

Conducted value chain
optimization of fresh categories
(for example, red meat,
bakery, convenience, fruit and
vegetables) with clear bottom-
line focus; main improvement
levers included:
e Adaptation of make vs.
buy models to category
dynamics

Optimization of logistics
and supply chain
management (for example,
implementation of cross-
dock operations)

2-8%
Improvement of
net margin
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Winin Fresh list of previously optimized categories

10 Steps to Win in Fresh 27



ATKearney

AT. Kearney is a leading global management consulting firm with offices in more For more information, permission to
than 40 countries. Since 1926, we have been trusted advisors to the world's reprint or translate this work, and all
foremost organizations. A.T. Kearney is a partner-owned firm, committed to helping ?:2;;?&:?;;?:2522% please email:
clients achieve immediate impact and growing advantage on their most mission-

critical issues. For more information, visit www.atkearney.com. Authors

Mirko Warschun, partner, Munich
Mirko.Warschun@atkearney.com

Americas Atlanta Detroit San Francisco
Bogota Houston S30 Paulo ge_"gllse“' palzmer' Singapore
. . . t .
Calgary Mexico City Toronto eirOlsen@atkearney.com
Chicago New York Washington, D.C.
Dallas Palo Alto Contributors
The authors would like to
Asia Pacific Bangkok Melbourne Singapore thank AT. Kearney consultants
Beijing Mumbai Sydney Daniel Potok, Marcus Kroth,
Michael Schmidt-Rost and
Hong Kong New Delhi Taipei alumnus Matthias Rucker for
Jakarta Seoul Tokyo their valuable contributions
Kuala Lumpur Shanghai to this paper.
Europe Amsterdam Istanbul Oslo
Berlin Kiev Paris
Brussels Lisbon Prague AT Kearney Korea LLC is a separate and
Bucharest Ljubljana Rome independent legal entity operating under
the AT. Kearney name in Korea.
Budapest London Stockholm Y
Copenhagen Madrid Stuttgart AT. Kearney operates in India as
Diisseldorf Milan Vienna AT. Kearney Limited (Branch Office),
a branch office of AT. Kearney Limited,
Frankfurt Moscow Warsaw a company organized under the laws
Helsinki Munich Zurich of England and Wales.
Middle East Abu Dhabi Dubai Manama © 2015'dA~T- Kearney, Inc. All rights
and Africa Doha Johannesburg Riyadh reserved.

The signature of our namesake and founder, Andrew Thomas Kearney, on the cover
of this document represents our pledge to live the values he instilled in our firm and
uphold his commitment to ensuring “essential rightness” in all that we do.





