[

FOOD MARKETING INSTITUTE

Retall Renaissance
Developing Strategies 2011

Thom Blischok
President, Global Innovation and Strategy ~

'\\ i;
y
"'-4
A X

1 Copyright © SymphonyIRI Group , 2011. Confidential and Proprietary. . Symphunyll-{l




Notice of Use of Information

“Opinions, estimates and projections in this presentation
and/or broadcast constitute the current judgment of the author
as of this date. They do not necessarily refiect the opinions of

SymphonyIRI Group and are subject to change without

notice. SymphonyIRI has no obligation to update, modify or
amend this presentation or Webinar, or to otherwise notify a
reader thereof in the event that any matter stated herein, or
any opinion, projection, forecast or estimate set forth herein,
changes or subsequently becomes inaccurate.
This presentation is provided for informational purposes only.”
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tOd ay,S experience

|

spend and save where
they need to save.”
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smart and WI|| contlnue to do
not enough for grocers to win on price
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o—iIt's

alone anymore.
Do not discount shopper savvy.”
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from their grocery store; if it doesn’t offer
guality and a pleasant experience and
value, then they're out the door.

Store experience design is critical.”
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the primary factors

influencing consumers’ grocery store

coupled with frequent sales

and promotions.”

choices
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Redefining Competitiveness

Grocers cannot continue ‘business as
usual and expect to win — it's NOW time
to better understand ongoing shopper
behaviors and make the strategic calls
that drive store to shopper innovation.”
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tod ay’s dialog

e Economic Fears are Real
e Shopper Preferences and the New Value Equation

N ~tin

Ql‘ ﬂ V'\ moes
L IH | IIIJ I ations

- f\l\n
¥ OLWI LJC

e Exploring New Solutions

e Recommendations
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tod ay’s dialog

e Economic Fears are Real

e Shopper Preferences and the New Value Equation
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e Exploring New Solutions

e Recommendations
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tOd ay,S realities
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Landscape

“A world of extremes — the
haves and the have not's” |
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fra Im | ng the problem

e Shoppers have validated that the current economic malaise
has not yet become personal

— Do not expect significant changes in spending for the remainder of the
year and into 2012

e A new shopping behavior has emerged
— “Survivalists” — ongoing deep cutbacks
— “Selectionists” — selective cutbacks

e The selected “Trip Route” determines
ongoing “share of wallet”

— An average of 2.3 stores per week

e The new shopping decision equation
— “Quality received per dollar spent”
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S|g N |f| Cant cutbacks to SKU diversity

Basket Change: Unique SKUs per Buyer
2007 to 2010, 52 WE 7/1/2007 and 6/26/2011

500 -
400 - m Center of store
® Household care
300 - H Healthcare
® Beauty/personal care
371
100 -
0 _

2007 2011

Source: IRl Economic Shopping Dynamics Longitudinal Database™, IRI Consumer Network™; Total Market All Outlets
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tod ay’s dialog

e Economic Fears are Real

e Shopper Preferences and the New Value Equation
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e Exploring New Solutions

e Recommendations
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retai Ie I negative drivers

What Turns Shoppers Away from a Retailer
Based on the Number of Shopper Mentions

Difficult to find rtems

nojing promotions

Clutered sheve Mﬂved Ilm lICtS 'e"ﬁg;“[’ﬁ'[‘,'ﬁ'}gts . B gt

il Looks acky ot I]Ifflclllt {0 NAVIZALR oo much et checto
llIlllerstul:kell[.D.,!ms“rganmdh""'ﬂ"!'"[']"u""iﬁﬁjfa.hr.,!!nl'ﬂ,%[.ﬁ,t.ﬁ!lﬂ." Long checkout tlmes%hnuxmuwgnage

0 " Poor layout Babidimn
T00 CrowdedH|g or IITICBS e
Not enough space Tt

Bad l‘.ustomyer Service
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retai Ie I positive drivers

What Draws Shoppers to a Retailer
Based on the Number of Shopper Mentions

Advertising

Convenlent Customer Service

Wide AisleSNew Produ(:tsw%dmg

Do not want cha

Iteil"lOL‘(i;:S?OIglrlg)elgplays dLabehn V tMoSrpea CSctore Brands
ay Better Qual ity Grocery Y clutt
Snv-Remodeled a dUpdated

LGCa Pr Qduce .............

e iseOrganizedF agier to Navigate

Faster checkout
One- StopSlggen earl y Sa €S We lth
Fresh

Discounts veisecton Atmosphere
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i Im pO rta NCEe of design

Retailer Perception Factors
Percent of Shoppers (Excluding Pricing)

70%
= Product assortment
S &
K 60% -
LL’I] — L} L} L} L} L} L} L} L} L} L} L} I
p
E 50% - I Display and organizatiof
o I of merchandise
& |
L 40% - @lstore layout
: ! !
2 30% I I
< ° Snell or aroma
e in the store [
L Store desi ;
@) ) Store’s interior lightin
Z Quality of ,
Sconstruction materials .. ality of fixtures
&) 10Wsterior colors and displays' finishes
'-'EJ Store’s exterior lighting
0% T T T T T T
0% 10% 20% 30% 40% 50% 60% 70%

RETAILER VALUE PERCEPTION EFFECT

Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000
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Lighting: Noticed at Retailer

Percent of Shoppers
'Y m O l | | 7\ A 0 V4
2970 | - £1Y0
More natural Iightin | | Promoting use of

energy efficient
lighting

11%

Low lighting with
accent lighting
on merchandise

Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000
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S hO p pe I preferences: lighting

e Shoppers prefer higher ceilings so long as there is
adequate lighting

— Higher ceilings stimulate perceptions of quality

e Shoppers prefer bright, more
natural lights

— Shoppers examine merchandise
more when in a well-lit store

— Fluorescent lighting can feel
“washed out” while natural
feels just that — more natural

Source: Natural Renewable Energy Laboratories, U.S. Department of Energy; International Journal of Retailer & Distribution
Management; University of Twente Department of Architecture. _ N
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a|S|e and shelf redesign

Organization: Noticed at Retailer
Percent of Shoppers

28% _ A%%

Easy to Navigate

Tall shelves

34% i : _ Shorter shelves

Clutter free
64%

signs and
Wider aisles

displays

Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000
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S hO p pe I preferences: organization

e Lower shelving with wider
aisles preferable
— Gives a better view of the store

— Make shoppers feel more in

cnntrol nf what thav'ra hiivinn
WINJTLIUT VI JI VWV QAU L |\Iy 1\ uuy ||v

Source: Natural Renewable Energy Laboratories, U.S. Department of Energy; International Journal of Retailer & Distribution

Management; University of Twente Department of Architecture. I
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Décor and Color: Noticed at Retailer
Percent of Shoppers

42%
25%
21%
20%
18%
17%
16%

High cellings

Simple design and fixt

Modern high-end décor-
Soft or muted colors
Bright colors
Use of modern matefials | ‘ '»tc.

Use of natural wood an stone

Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000

21 Copyright © SymphonyIRI Group, 2011. Confidential and Proprietary.

e ———

Symphunyllét Cr - 78]




S hOp pe I preferences: color and decor

e \Wall colors influence a
shopper’s feelings

— Orange gives the impression
of price fairness

— Green overall relaxes
shoppers, especially with
natural lighting

— However, exposed bare walls
give the impression that the
store is hurting financially

Source: Journal of Business Research; International Journal of Retailer & Distribution Management; University of Twente Department
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temperature controis

Temperature: Noticed at Retailer
Percent of Shoppers

ANN/
£U70

Store feels warm

60%

Misting produce
to keep it fresh

Lol s

[T

e d e nne bl e
||1||||1||!|||i

Very Cold
refrigerated
and freezer
items

Fog and
frost-free
freezer cases

k _

Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000
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S hO p pe I preferences: temperature

e Customers want a comfortable temperature
— 68°F to 74°F
— Allows shoppers to feel the coolness from fridges and heat from ovens

e \Want frozen nmd Icts to be very cold

— Lets the shopper know it won't thaw on the drive home

Source: Journal of Business Research; International Journal of Retailer & Distribution Management; University of Twente Department
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Social Responsibility
Percent of Shoppers

Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000
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_ IeSS half report a comfortable atmosphere

Energy: Noticed at Retailer
Percent of Shoppers

46%

Designed for

23%

Designed to

a comfortable conserve
experience energy
.'_.,__f o : »
17% %g %
Energy Star Rating High tech
on refrigerators energy sources
and freezers like solar panels
Source: SymphonylRI Retail Energy and Design Survey 2011, n=1000 ) )
26  Copyright © SymphonylRI Group, 2011. Confidential and Proprietary. Syr;'lphunyllil- FOUl




energy: conservation CO, refrigeration

e Less energy required, leading to lower refrigeration
operational costs and shopper savings R

e “Feeling” the thoroughness of cold is important

e I:rnci' I:raa ~nld halne imn
1 I\JWULl 1] 1 N\ WUNJINA Ilvlrlu ini IV

Source: Natural Renewable Energy Laboratories, U.S. Department of Energy; Teklab Refrigeration, Italy; Sanyo Electric Co, Japan
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Programs and Promotions: Noticed at Retailer

Percent of Shoppers
Discounts Required to
for reusing bring your own

shopping bags

24%

Less print
coupons, more
online coupons

shopping bag

1 7%

Promoting energy
efficient practices

Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000
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CuU StOme [ ideas: in-store

e Place recycling bins near the front of the store
— Shoppers can recycle plastic bags from previous trips
e Promote shopper use

nf rel icahla hane

CUUANIV VU

— Can be cloth or recycled plastic |
— Offer discounts or deals to 1‘3
shoppers who use these bags |
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CU StOme [ involvement: green at living tips

e Include tips for composting, recycling, using less energy at
home, etc. with coupon circulars
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Supporting Local Farmers and Producers
Percent of Shoppers
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Source: SymphonyIRI Retail Energy and Design Survey 2011, n=1000
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tod ay’s dialog

e Economic Fears are Real

e Shopper Preferences and the New Value Equation

)
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\ore n i uons

9
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up
e Exploring New Solutions

e Recommendations

—
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experiential gesigns

1. Traditional locations 2. Bricks and mortar
to anywhere, anytime to clicks and mortar

3. Aisles and shelves to
“*shopping experience”
departments

:; :‘ L‘_‘: {1 3 | 4 P . t .
— J?L_, - . Passive to active
T -— | == technology
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Extending the Reach of Shopping

e \alet parking, covered parking
e Outdoor security system
e Car Wash while you shop

e Customized FTD floral arrangements and
gourmet baskets

e In-store jewelers
e U.S. Bank

cacophony of innovatio

Addressing Personal Indulgences

e Signature Bistro providing gourmet chef-prepared
meals to take home

e Organic juice bar
e Expanded salad bar, olive bar, and a soup bar

e Dessert shop featuring more than 300 pastries,
cookies and pies

e Traditional sushi bar

e Tortillaria offering warm, fresh flour tortillas
e Alarge Kosher department

e Rosti bar and Crépe bar

35%

Entertaining and Relaxing

e Fresh Attractions Cooking School — culinary
learning from the finest executive chefs.

e Children’s cooking school as well on Saturdays.

e Wine cellar & bar featuring more than 1,600
variety of wines

e Comfortable indoor seating with large-screen
TV and fireplace

e Comfortable pharmacy
e Starbucks Coffee Shop
e Personal pizza bar

Making Merchandise Exciting

e Nature’s Market — featuring a large organic selection
e Foods from around the world

e Aged beef, American Kobe beef

e Fresh seafood selection

e Ethel M Chocolates

e Certified Organic fruits and vegetables

e Hydroponic in-store product production

e Fire and slow roasting




tod ay’s dialog

e Economic Fears are Real

e Shopper Preferences and the New Value Equation

@ VWVIC UC DIU | III|JI LI NS

e Exploring New Solutions

e Recommendations

—
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CI iCkS and mortar

e Amazon and 7-Eleven team up on in-store lockers.
e Amazon delivers to a

amawon
local 7-Eleven store /,},,[L

= |
o After delivery, an email \ " L \

notification is sent to the |
recipient

T
i 1]
i

“S‘

e To retrieve your package, ‘
scan the bar code at the |
system kiosk with your id. ‘\

e —
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Check fr Lowes’r Price !l

PROGRESSIVE —

e ———
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Ipad at retai

e Emerging Use Paths:
— Stirring Brand Excitement

— Aiding Product Awareness

— Showing Produce Use
After Purchase

— Supporting In-Store
Purchase Decisions

— Empowering Associate
Communications
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ey the DAt for “obrucs | ofseme s on facetooh. con

Kroger - Promations

S

Pillsbury - Crescen i |- 1 [

COMMUNITY

COFFEE

[P—

®

Save On-the-Go
e  \Vith Our NEW Mobile App

[N —— Infroducing the all new e
o Attt SITAL COUPONS >
mC’bﬂe Dpp“'::ﬁ'i@rl. I- - (;:::lnmd Broccoll Au

Recipes of the Week

Tre th Labest oo PR A bt bev Dot borged tn phare the

Use the following clues to find the bean's whereabouts
throughout our Social Media Network

Ewitter¥ YD

Safeway Each cue wil lead you 1 a specic pcre (web address bgted n the tockir
. ) - . f your browsar), Srel tha spacfic URL the ba exated o t
Did wou know carrobs are a "top" source of caroteroids and witamin &, nutrients pertim Aty TR ot woer, o & locitedon o

that may help keep eyves and skin healthy and offer protection against infections.
Toss steamed carrots with a drizzle of honey, olive il and chopped mint. Cricm you've complated the lst, submit your answerns by dicbing on the

Bubimit your srewars’ button on this paga, The 100t person with tha conect
arewers, chasen for our 100,000 Fars, will racave 3 Gift Baskat flad with
Safeway - good to know produce Community Coffee goodesi| GOOD LUCK!

pra v safevay com

good ta krow produce

o 52 minutes ago wia Safeway + Like + Comment + Share

Saherid ot ansmers

Source: facebook.com websites B
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aUtOmating grocery lists

e A $400 at-home barcode
scanner

— mounted on your kitchen
countertop or wall

e \When you finish a product,
scan the barcode,

— sent to your account and
memorized

— Inform where you can recycle
the packaging locally, if
available.

— when you're ready to restock,
visit your account, go over
your grocery lists, and push a
button to schedule a delivery

SymphonyRI Gro
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S hO p p| ng assistant — today

e Free in-store WiFi, allowing customers to:
— Check prices online
— Read product reviews

— Nordstrom, Sam’s Club
and Home Depot in the
U.S already offer similar
services in many stores.

———
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today S dialog

e Economic Fears are Real

e Shopper Preferences and the New Value Equation

® Ol0e e IH | III}JI LI NS

e Exploring New Solutions

e Recommendations

—
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effect with' minimum means.”

Dr. Koichi Kawana
Artist, Designer And Architect
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Strateg ieS for store designers -

- Engage shoppers through inspired retail designs.
Create a “best in class” ongoing
shopper intelligence capability

Establish a design innovation council with
both internal and external resources
- Create a capability and process to test design innovation

Begin to think solutions —that is create a store
the way people shop

360° approach — defined shopper anticipation,
banner positioning, and aligned technologies

SymphonyRI Gro



|

N

i

Retall Renaissance
Developing Strategies 2011

Thom Blischok
President, Global Innovation and Strategy

thom.blischok@symphonyiri.com
602-321-9305

s g

FOOD MARKETING INSTITUTE

e —



