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INSIGHT ACTION
>> A prolonged period of recessionary economic >> Conduct detailed assessments across key
conditions has led to marked changes in the shopper segments; leverage the knowledge
consumer decision-making process; today’s from these efforts to develop price and
CPG consumers are marked by more deliberate promotion strategies which align with goals
and discerning shopping patterns of key shopper groups, as well as with

corporate objectives

>> In stark contrast to patterns seen just two >> Rewire marketing and merchandising
years ago, today 83% of shoppers are making strategies to begin impacting the consumer
CPG purchase decisions before entering the in the home, and carry messaging through to
retail store; though the economy shows signs the store with complementary, value-
of brightening, consumers remain steadfastly oriented programs

entrenched in pre-planned shopping behaviors

>> Though two-thirds of shoppers now rely on a >> Extend communication efforts across a
list for CPG shopping, list-making strategies combination of traditional and new media
vary drastically across consumer segments alternatives to ensure reach across a broad

segment of CPG shoppers
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Executive Summary

INSIGHT ACTION
>> Trip mission remains a key driver of >> Assess risk and rewards of aligning
channel selection, but product assortment against specialized shopping
selection and convenience play a trips; align pricing and promotional
key role in determining shoppers’ efforts with trip mission goals

ultimate retail outlet of choice

>> Price remains a key driver of brand >> Investigate opportunities for retailer/
decisions; consumers’ quest for manufacturer collaboration to develop
“best overall value” has elevated the best-in-class loyalty program benefits
role coupons and loyalty programs and unique coupon offerings

are playing in the consumer
decision-making process
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Decision-Making Process

The consumer decision-making process ranges from simple to complex,
and is influenced by a number of factors.

The Consumer Decision Making Process

Problem/ . Evaluation Post-
Information Purchase

Need Search of Decision Plrchase
Recognition Alternatives Evaluation

Source: Adopted from Kotler (1997), Schiffman and Kanuk (1997), and Solomon (1996); Babson College Web site
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Decision-Making Process P
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CPG marketers have the opportunity to affect the consumer decision-
making process at three stages along the route from home to store.

The Three Roles ofthe Consumer

Definitions
Shopper: Shopping habits; store E:;-E
selection; trip mission _
roduct Marketing;
Buyer:  Purchase behavior process; Spopping Starts at Home

perceptions & expectations toward
store and shelf space organization

User: Perception, definition,
segmentation of the Sh jr ile

category; usage habits

BUYER = - SHOPPER
In-Store Marketing: Customer Marketing:
In-Store Shopping Behavior Trip Type & Store Choice

Source: IRI Shopper Insights 2009, Shopper Behavior Trends
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Product Marketing

Pre-planned shopping has become a hallmark of shoppers looking to
maximize return on their CPG investment.

Where Purchase Decisions Are Made
% of Shoppers

40.0%
25.0% 17.0% 17.0%

2007 2008 Jul-09 Next Year

O In Store W Before Entering Store

Source: Longitudinal Economic Study Series, IRI AttitudeLink, n=1,000+ shoppers
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Product Marketing

List-Making Rituals
as % of List-Making Shoppers

64% of Used store flyer to make list
shoppers

work from a

pre-made list; _ _
f] Listed categories to buy (coffee,
store yers toothpaste, etc)

and coupons
are key list- Used coupons to create list

making tools.

46%

Made list based on ingredients

(0]
needed for recipes 45%

45%

Listed specific brands to buy

Listed specific private label items to
buy

Used Internet to make list

Source: Longitudinal Economic Study Series, IRI AttitudeLink, n=816 shoppers
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Product Marketing

List-making
strategies
vary across
consumer
segments.

List-Making Rituals Across Key Consumer Segments
as % of List-Making Shoppers

Used store flyer to make list 43%
62%

Made list based on ingredients
needed for recipes

Listed categories to buy (coffee,
toothpaste, etc)

Used coupons to create list

Listed specific brands to buy

Listed specific private label items to
buy

Used Internet to make list

Source: Longitudinal Economic Study Series
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44%
59%

46%
41%

33%
44%

10%
8%

o

8%
8%

4%
8%

=i

B Boomers
O Millennials

, IRl AttitudeLink, n=816 shoppers




Product Marketing

The adoption of shopping strategies formed around a combined
need for savings and convenience has opened the door for
collaboration-driven CPG solutions.

Factors Important When Planning Food & Beverage Shopping Trips
as % of Shoppers

Meals that taste good 91%

Nutritious & wholesome meals

66%

65%

Quick & easy to prepare meals _

Favorite foods

cow coster sening

Source: Longitudinal Economic Study Series, IRI AttitudeLink, n=1,000+ shoppers
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Well-integrated email communications programs will be a defining
characteristic of powerful CPG brands in the new world of consumer
marketing.

Reaction to Permission-Based E-mail from a CPG Company
as % of Respondents

Downloaded or printed a coupon

Clicked on a link to learn more

Tried a new product for the first time 76%
Read company or brand content 5%
Researched retail locations that carry the product 67%
Ordered a product sample 66%
Shared a coupon/forwarded the email 65%
Purchased the product online 65%
Typed/copied URL directly to browser 34%

Source: Epsilon Nationwide Survey, featured on progressivegrocer.com, March 31, 2009

10 Copyright © Information Resources, Inc., 2009. Confidential and Proprietary



Customer Marketing

Trip mission is a key driver of channel selection.

Average Purchase Occasions per Household Trip Strategies
All Outlet % Change vs. Prior Year Total CPG Share Pt Change vs. Prior Year

3.5% Dollar Share Trip Share

Total Panel

@)
Qi Q2 Share Qi

-3.2 ) 38%
-1.9%
-3.4%
Special
2007 2008 2009 Purpose
Quick Trips
Source: IRI Consumer Network™; 52 weeks ending Source: IRl Economic Shopping Behavior Longitudinal

6/28/2009 and same period prior years Database™; IRl Consumer Network™
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Customer Marketing

Store Selection: Key Shopper Considerations
as % of Shoppers

The ability to

and deliver |

against ’ Lowest every day prices 79%
shoppers

most critical
store selection
criteriais
essential.

Best selection of products 77%

14%

Able to get in and out of store quickly

61%

Good selection of private label offerings

One-stop shopping 50%

Source: Longitudinal Economic Study Series, IRI AttitudeLink, n=1,000+ shoppers
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In-Store Marketing

CPG marketers are effectively using coupons to provide shoppers with
price relief in the face of persistently high manufacturer list prices.

Important Factors When Making Brand Decisions
% of Shoppers

Total Panel Across Consumer Segments
Item price 78% Item price 78%
84%
Previous use/ trust Previous use/ trust
of brand 73% of brand _ 72%
65%
Coupons Coupons 49%
58%
Newspaper |
Newspaper circular cifcjar q“% W Boomers
] 40% g Millennials
Requested by Requested by 41%
household member household member 50%
Source: Longitudinal Economic Study Series, IRl Source: Longitudinal Economic Study Series, IRI

AttitudeLink, n=1,000+ shoppers AttitudeLink, n=1,000+ shoppers
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In-Store Marketing

Loyalty programs offer an effective means of tracking shopper
behavior, and also play a key role in the in-store decision making

Process.

In-Store Factors Important When Making Brand Decisions
% of Shoppers

Total Panel Across Consumer Segments

. 37%
Shopper loyalty discounts 39% Shopperoyalty discounts 40%
4%
- Fyers !
38%
Signs/ Displays 25% 2%
Signs/ Displays 22%

. 2% B Boomers
Product label/ packaging 20% O Millennials

Source: Longitudinal Economic Study Series, IRI Source: Longitudinal Economic Study Series, IRI
AttitudeLink, n=1,000+ shoppers AttitudeLink, n=1,000+ shoppers

Flyers

Product label/ packaging
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In-Store Marketing
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Marketing programs centered around wellness and empowerment will

resonate well with shoppers looking to self-reliance as a money- saving
strategy.

Key Consumer Health Concerns Important Factors When Planning Healthcare

Purchases
% of Shoppers

% of Shoppers (Top 2 Box)

Eating for nutrition 83%

Have the right healthcare

0
product on hand 3%

Making healthy lifestyle
choices

82%

Saving on medical expenses
by keeping healthy

81% Take vitamins & supplements 63%
regularly

Eating to lose weight 65%

Replace prescription medication
with over-the-counter options

Eating to manage a special
health condition

Source: Longitudinal Economic Study Series, IRI Source: Longitudinal Economic Study Series, IRI
AttitudeLink, n=1,000+ shoppers AttitudeLink, n=1,000+ shoppers
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In-Store Marketing
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The time is ripe for creative marketing programs that improve and

underscore the affordability of beauty-related indulgence categories
within the retail environment.

Changes Made to Cope with Economic Downturn

Important Factors When Planning
Beauty/Personal Care Purchases
% of Shoppers

% of Shoppers

Trying to make personal A7%
care products last
longer

Buy preferred
0
| > brands/items

45%
49%

|

63%

Going to the hair salon
or spa less often

|

Buy products the
whole family can use

Trying to make
beauty/cosmetic
products last longer

38%
39%

|

: Buy “indulgent” ite
_ 0
Using more at-home 33% B Nor-Hispanic
beauty treatments to 3gy, W Hispanic
save money
Source: Longitudinal Economic Study Series, IR| Source: Longitudinal Economic Study Series, IRI AttitudeLink,

AttitudeLink, n=1,000+ shoppers n=1,000+ shoppers
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Manufacturer Action Items

Product Marketing

Customer Marketing

In-Store Marketing

- Broaden communication efforts
to include rapidly evolving,
home-based technologies such
as e-mail/internet; tie messaging
with that presented via traditional
media outlets

- Collaborate with key retailer
partners to facilitate consumers’
list-making efforts with
innovative programs combining
convenience and savings (e.g.
buy one, get one, discounts on
combined meal
ingredients/components, etc)
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- Collaborate with key retail
partners to understand

retailers’ trip mission strategy

and ensure assortment
reflects dominant purchase
patterns

- Work with key retail partners
to create cross-
merchandising and cross-
promotional programs which
feature products which are
complementary to targeted

trip types

- Collaborate with retailer

partners to ensure
assortment aligns with
dominant purchase
behaviors

- Work with retailer partners to

determine most effective
product location; location
within the store and product
adjacencies should reflect
dominant trip types, as well
as targeted trip types, where
relevant

- Closely tie in-store efforts

with externally-targeted
promotional campaigns to
reinforce/solidify purchase
decisions




Retailer Action Items

Product Marketing

Customer Marketing

In-Store Marketing

- Broaden communication efforts
to include rapidly evolving,
home-based technologies such
as e-mail/internet; tie messaging
with that presented via traditional
media outlets

- Collaborate with key
manufacturer partners to
facilitate consumers’ list-making
efforts with innovative programs
combining convenience and
savings (e.g. buy one, get one,
discounts on combined meal
ingredients/components, etc)
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- Clearly communicate trip
mission strategy to key
manufacturer partners and
ensure assortment reflects
dominant purchase patterns

- Work with manufacturer
partners to create cross-
merchandising and cross-
promotional programs which
feature products which are
complementary to targeted
trip types

- Align assortment with

dominant purchase
behaviors

- Location within the store and

product adjacencies should
reflect dominant trip types,
as well as targeted trip types,
where relevant

- Closely tie in-store efforts

with externally-targeted
promotional campaigns to
reinforce/solidify purchase
decisions
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