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@® Scope and methodology

A comprehensive study, requiring outstanding resources

A very broad scope to meet high expectations
Wide scope in the EU
Long period including pre-crisis

Quantitative (including econometrics) and qualitative analyses

Outstanding resources
2004 to 2012 (2 time periods per year)
Data purchase / consolidation from 6 different data sources
Focus on local data: 343 shops, 9 Member states, 105 consumer shopping area
23 product categories with a full set of information for each product
A database of 11 million data records
6 case studies
Contribution of academic experts

40 people in the consortium, 18 months work
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@® Scope and methodology

A collaborative multifaceted team for a unique study
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~ ® scope and methodology

Objectives of the study

Analyse the evolution of choice and innovation

|dentify the main potential drivers of choice and innovation
(eg concentration) and measure their evolution

Determine the impact of drivers on choice and innovation
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~ ® scope and methodology

Timeschedule and workplan
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@® Scope and methodology

Tasks

Expert workshops and literature review

Database construction

Descriptive analyses

Econometric analyses

Case studies

. 9000
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@® Scope and methodology

Expert workshops and literature review

Validation of definitions: work process

15t survey round Online focus group 2"d survey round
List of initial thoughts Validation of the first Validation of conclusions
about choice and round providing a joint
innovation Generation of consensus definition and
Emphasis on drivers and around choice and operationalisation of key
operationalisation innovation concepts
Free discussion on each Emphasis on differences
topic focusing on encountered throughout
reactions and the study
conclusions
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@® Scope and methodology

Expert workshops and literature review

Components of choice

Food choice
Variety of products available in shops
Variety of packaging sizes
Variety of prices

Variety of suppliers

Shop choice

Variety of shops to which a typical consumer has access within a normal distance
(consumer shopping area)
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@® Scope and methodology

Expert workshops and literature review

Measurement of innovation

Number of new SKUs (excluding promotions)

Innovation types
New product
Range extension
New packaging
New formulation

Relaunch
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@® Scope and methodology

Expert workshops and literature review

Innovation types (Mintel T GNPD)

New product: assigned when a new range, line, or family of products is encountered.
This launch type is also used if a brand that already exists on GNPD, in one country,
crosses over to a new sub-category

New variety/range extension: used to document an extension to an existing range of
products on the GNPD

New packaging: determined by visually inspecting the product for changes, and also
when terms like New Look, New Packaging, or New Size are written on pack.

New formulation: determined by visually looking for key terms on pack like New
Formula, Even Better, Tastier, Now Lower in Fat, New and Improved, Great New Taste..

Relaunch: some wording indicating that the product has been relaunched on the
packaging or the product does not exist on the database but there is secondary source
information (such as from a press release, magazine, trade show, website or a shop
display) that the product has been relaunched
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@® Scope and methodology

Expert workshops and literature review

|dentification and definition of potential drivers at local and national levels:
Concentration of retailers
Concentration of suppliers
Measure of imbalance: in the market between retailers and suppliers
Private label share
Product category turnover
Shop type
Shop size
New shop opening

Socio-economic characteristics: GDP per capita, population size and density,
unempl oyment, food consumpti on, retail er
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@® Scope and methodology

Database construction

Identification of data sources for choice and innovation

Nielsen T Opus

Nielseni Trade dimensions
GNPD i Mintel

Eurostat

Concentration at national level
Planet Retall

Euromonitor
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@® Scope and methodology

Database construction

Selection of shops and consumer shopping area at local level

|dentification of consumer shopping areas thanks to geolocalisation

Consumer point of view

1 : uu DaussEL illustrative
Geographical perimeter Fm o0

Of eaCh consumer f ,e D84AZ [A104 Geographicslgirirgeter o(f15 .
. snl consumer snopping area mins
shopping area (CSA) Hepaj

from city hall for medium size city)

Travel time between the Ga
central point (city hall) and
outer limit of the area
o 15 min travel time for large | "Bondy
cities
a 20 min travel time for
medium and small cities g Villemol
o 25 min for a rural zone

City hall of Clichy-sous-Bois:
centre of consumer shopping
area

<~ Shops in data sample

Brou-sur-Chante Shop not in data sample

1sny-Sous-Bois Chelles psas

L

Figure 2: Example: Consumer shopping area g Clichy-sous-Bois (FR)
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@® Scope and methodology

Database construction

343 shops in 105 consumer shopping areas

GDP/Capita Low Medium - Medium + High Total
Tvoe of livin Number of  Number of Number of Number of Number of
yP d CSA CSA CSA CSA CSA
Predominantly
Rural (PR) 8 8 3 4 23
Intermediate (INT) 13 9 13 7 42
Predominantly
1 12 4
Urban (PU) ° 8 > 0
TOTAL 26 25 31 23 105
Representativeness of sample vs EU27 population by standard and type of living categories
30%
250025%  25%,44,  25% 26% 40% 2%
2% 35%
mEU27 23% 220 mEU27
Sample J Sample
Medium-  Medium+ High PR IN
Sources Eurostat EY analysis
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@® Scope and methodology

Database construction

|dentification of catchment areas for each shop in the sample to assess local
concentration

The area includes, for a given shop, all modern retail shops in the area

Shop point of view

Geographical perimeter & Loy i,,ustraﬁxg
of each catchment areas | ‘ot ‘ — =

City hall of Clichy-sous-Bois: centre of
consumer shopping area

et

Geographical perimeter of consumer
shopping area (15 mins from city hall

Drancy for medium size city)

Travel time between the
central point (shop) and outer

Example of one shop catchment area

limit of the area

Shop as centre of catchment area

s 10 to 20 min for
hypermarkets

e 5to 10 min for
supermarkets and

Geographical perimeter of shop
catchment area (15 mins for
supermarket)

Shop not in the consumer shopping

i . % O ,but within the given shop’
dlSCOUﬂte Is ntrevilesous Bois . Neuilly-Plaisance 6 Goqﬁ\u;:s:;;;;\e ‘%\';féfs}:? ?;?ghm_uen\;v;r]elg e given shop's
depending on area type S by - criexs o g

Figure 2: Example: Consumer shopping area and catchment area g Clichy-sous-Bois (FR)
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@® Scope and methodology

Database construction

— T Join by

Join by w period, MS
: iod - i i
List of shops _ eess | List of EAN present on af;‘;tzsgr‘;d Suppllfar.
. shelves for each 343 characteristics
nielsen shops of the sample
Trade Dimensions y m EUROMONITOR
> n ]C] sen s INTERNATIONAL
_ Opus
List of new Join by S5 Retails
| : oin by
products e DATABASE period, MS 7 Lp o aricting
(EAN, type of innovation) CALCULATIONS and product
minTeL category PlanetRetaill!
Socio-
demographic ~ Jonby Output tables for e el gty
statistics and CSA descriptive - op fevel database
National and NUTS3 levels statistics
Syotat

Database of 11 millions data records processed
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@® Scope and methodology

Database construction
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@® Scope and methodology

Descriptive analyses

Aimed to distill the richness of the database into meaningful statistics

Produced a consistent reporting pack covering choice, innovation and all

potential drivers for each member state and at consolidated level, for short
and long periods

Approach allowed comparison between CSA, countries, CSA types, shop
types, identifying wider trends as well as those unigue to particular markets

Informs the econometric analysis and provides hypotheses for testing
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@® Scope and methodology

Econometric analyses
measuring the impact of drivers on choice and innovation

Approach

Analyse the historical evidence for the impact of potential drivers on various
measures of choice and innovation, controlling for local and national influences

Model the behaviour of each shop and the selection of products that it offers, with
reference to various national and local drivers and shop characteristics
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@® Scope and methodology

Econometric analyses
measuring the impact of drivers on choice and innovation

[choice or innovation] sp: = f {
shop types,t
shop sizes,t
private label share nsp
retailers' concentration st
suppliers' concentration s p
[or imbalance (retailer vs supplier concentration) s, ]
socio-demographic indicators
rural/urban category cor population density
product category turnover npt
economic prosperity /macroeconomic conditions ¢n;
Member Staten,
product category p
yeary
seasonm

new competitor shop opening s

}

cambridge
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@® Scope and methodology

Econometric analyses
measuring the impact of drivers on choice and innovation

Two data sets to maximize both the length of time period and the number of
Member States covered

Econometric analysis requires data to be available for all drivers in all periods
for all shops

The analysis was applied to the following two data sets:

20041 2012 20081 2012
296 shops 337 shops
France France
Italy Italy
Poland Poland
Portugal Portugal
Spain Spain
Hungary
Belgium
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@® Scope and methodology

Case studies
complementing the analysis and serving as illustrative examples

Three EAN barcode Three non-EAN barcode
product categories product categories

in Finland in France

4
B g

u in the Netherlands

in Belgium

In Spain in Germany
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@® Evolution of choice, innovation and their key drivers

Choice in shops, alternative products and brand suppliers
has increased in the majority of sampled MS

Type of choice 2004-2008 | 2008-2012 | 2004-2012

Choice in alternative 7.9% 2 .4% 5,1%

products**

Choice in packaging 5 0% 2 0% 3.500

sizes

Food Choice
Choice in alternative
5,6% 1,5% 3,5%

suppliers**

Choice in prices per
product category?

Shop Choice

L /L L\

Choice in shops* 1,8% 1,3% 1,6%

+ Positive CAGR,; - Negative CAGR; ++ CAGR is twice as much as average growth value; -- CAGR is twice as less as average growth value
1 : Results need to be considered with caution because of inconsistency found in data
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| ® Evolution of choice, innovation and their key drivers

Choice in alternative products

Per CSA - Type of living

Annual growth of total number of EAN by CSA type

9% 8,5% - 300000
8%
- 250000
7%
6% - 200000
5%
- 150000
4%
3% - 100000
2%
- 50000
1%
0% -0
Predominantly urban Intermediate Predominantly rural TOTAL
wCAGR(04 - 08) mCAGR(08-12) m=CAGR(04-12) A2004 Values
Source: EY analysis based on © Nielsen Opus - FR-IT-PT-SP-HU-BE, 23 product categories
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| ® Evolution of choice, innovation and their key drivers

Choice in alternative products

Per CSA T GDP per capita

Annual growth of total number of EAN by GDP

10% 250000
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

9,0%

200000

- 150000

100000

- 50000

Low Medium Medium + High TOTAL
1 CAGR(04-08) mCAGR(08-12) mCAGR(04-12) A2004 Values

Source: EY analysis based on © Nielsen Opus - FR-IT-PT-SP-HU-BE, 23 product categories
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| ® Evolution of choice, innovation and their key drivers

Choice in alternative products

Per shop type

Annual growth of total number of EAN by shop type

10% 9,3% - 70000
0,
0% - 60000
8%
7% - 50000
6% - 40000
5%
3% - 20000
2%
1% - 10000
0% -0
Hypermarkets Supermarkets Discount Stores
= CAGR(04 - 08) mCAGR(08-12) ®=CAGR(04-12) A2004 values
Source: EY analysis based on © Nielsen Opus - FR-IT-PT-SP-HU-BE, 23 product categories
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@® Evolution of choice, innovation and their key drivers

Choice in alternative products

Per product category

Annual growth of total number of EAN by product category 2004-2012

9% 8%
0
o NT% 7% 79 o
7% 6% 6% wo
6% 6% 6% 6% o
506 5% 5% 5% 5% 5% 5% 5% 49
4%
4% 3% 3% 4,
3% 296
2%
1%
0%
QO L o o 3 .2 & O & N o e @ » e Q @
& &L & ‘<1/4’® & e'z’& & S &Q’g o&v &'3’@ & & & ¢ N *06 > \®0 o &° @\@(\ &
& {@} AN Q,Qe’ ¢® x e O & P & A \@{b
© & X S o N\ O & Q A
rz§° Y & © R > W & ¥ o0
\2\ S @’Q *Q\x xQ Qﬁo ,bQ 0’\\. Q
i $ AN ¢ Q
& N AN 3
@fo ,QO
< o
Source: EY analysis based on © Nielsen Opus, at local level - FR-IT-PT-SP-HU-BE, 2004-2012
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| ® Evolution of choice, innovation and their key drivers

Choice in packaging sizes

Per CSA - Type of living

Annual growth of total number of pack sizes by CSA

6,0% 5,7% - 12000
5,0% 10000
4,0% - 8000
3,0% 6000
2,0% 4000
1,0% 2000
0,0% 0
Predominantly urban Intermediate Predominantly rural TOTAL
= CAGR(04-08) mCAGR(08-12) m=mCAGR(04-12) A2004 Values

Source: EY analysis based on © Nielsen Opus - FR-IT-PT-SP-HU-BE, 23 product categories
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| ® Evolution of choice, innovation and their key drivers

Choice in packaging sizes

Per CSA T GDP per capita

Annual growth of total number of pack sizes by GDP

7,0% - 12000
6,0%
6.0% 10000
>0% 8000
4,0%
6000
3,0%
4000
2,0%
1.0% 2000
0,0% 0
Low Medium Medium + High TOTAL
#CAGR(04-08) ®mCAGR(08-12) ®=CAGR(04-12) A2004 Values
Source: EY analysis based on © Nielsen Opus - FR-IT-PT-SP-HU-BE, 23 product categories
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| ® Evolution of choice, innovation and their key drivers

Choice in packaging sizes

Per shop type

Annual growth of total number of pack sizes by shop type

7% - 1600
6% & 5,7% - 1400
506 A - 1200
- 1000
4%
- 800
3% 2,7% 2,7% 2,7%
- 600
2% - 400
1% - 200
0% -0
Hypermarkets Supermarkets Hard Discounters
" CAGR(04-08) ®mCAGR(08-12) ®=CAGR(04-12) A2004 Values
Source: EY analysis based on © Nielsen Opus - FR-IT-PT-SP-HU-BE, 23 product categories
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