


* Snack Market in Europe

«'Récommendations

P&G’s global expansion strategy

Expansion experiences and learnings

. Enormous growth in global markets,
but not all products were universally
compatible

. As organization size grew and expanded
into different countries decision making
was slow and cumbersome

. Need to be consistent across markets,
insure brand and products remain high-
quality
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However, adaptations could be furthered to include structures and process that allow
for regionalization beyond product. i.e. advertising, expansion strategy (M&A), etc.

Adaptations to strategy

. Reorganized organization to allow for

more structured approach to
regionalization of products

. Make MDOQ'’s responsible for market

development and customization,
decisions now involve less people and
are easier to make

. Give overall product responsibility to

GBU's and insure consistency and global
strategy implementation
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P&G’s global expansion approach

rA a
“sExpand by regions
*Address similar countries at .
the same time- < 27U
*Grow quickly in ane region

Waterfall

* One country at a time

* Learn from each country
* Minimize expenses

Traditional P&G approach for international expansion has mostly

followed a cluster approach

*  Grouping nearby countries into regions (Eastern Europe, Western Europe,
UK, Asia, South America, etc.)

*  Working with similarities of each cluster

*  Runtriais in small market trials before launch in bigger piayer of the
cluster

However, P&G could have benefited more from a traditional
waterfall approach

¢  Some Countries are fairly unique and may require learnings from multiple
markets

*  Risk of market loss due 10 competition Is low; no need to rush-

Assessment of 02005

* P&G'’s new marketing organization has key strong points

= Clearly defined roles (GBU make strategic decisions, MDO’s implement and
make tactical decisions) make organization more efficient

— Good organization for speed and Implementation of projects in each country

= New product development and other strategic decisions under a clear leader
ensures brand integrity

* However, some areas of opportunity still exist
~ Centralization of all strategic decisions hinder some local MDO's
= Little flexibility to MDO's
— Cross-MDO collaboration is not facilitated

=~ No power to create market-specific products, only able to customize global
products

— No clear flow of strategy or key information from bottom to top










Market Size and P&G’s goals

* Among European chip markets, fow market share in some countries does not necessarily mean low
sales volume (UK) and vice versa {Austria, Greece).
* If penetration in Italy is low, this still may potentially account for a higher % of unit sales than less

populated markets.

* Understanding if P&G's goal in Eurape is linked to volume, value or just having presence in every
country with their food category is critical to make recommendations {i.e. recommendations on the

level of investment)

& Pringles market share in
country

@ % of Pringles’ total
Standard Units sales in
Europe

Transferability of Strategies

Marketing Strategies

- Market test and data
analysis

+ GBU's Target Market
(parents of 5 to 17 y.0.)

- Distribution (mass
channels)

+ Retail Price (from GBU
dictated list price)

- Flavors

- Communication

G

Transferable to italy?

- Test YES ~ Analysis NO: Results need to be looked from a local perspective.

Tests in Germany and Spain didn’t predict what was really going to happen
after trial. Test setting and cultural factors may lead people to answer in a
different way in tests than in reality.

- Not Necessarily: 5-17 are heavy consumers but not great decision influencers

compared to oider segments . Out of home snacking in italy specially common
among 15-29. Should have efforts focused on them too.

- Need to be more flexible and include HoReCa, where high volumes of snack are

sold.

+ May need to allow lower margins in order to appeal to the trade

+ YES: Seems that flavors that show a better fit with local culture in tests, do weil.

Could potentially explore a more “Italian* flavor in the future,

+ YES but needs additions: For mass communications, the brand and slogan show

giobal consistency and should be appealing to ltalians. Maybe some emphasis
onthe heaithy part of the product/ production process could help in
positioning. HoReCa may need a differentiated direct communication strategy.










Opportunities, risks and bottienecks in
the Italian salty snack market

. Opportunities Risks/Bottlenecks
Growing market (+3.3%) with consumer behavior trending = Difficult to modify ion habits of t
+ towards greater consumption of salty snacks favors tonsumers

Pringles launch; weak overali consumption in the potato
chip product category means a lot of $ on the table

= Bahlsen’s Chi with product and kaging similar
to Pringles was relatively unsuccessful in the market

+ Less consolidation in alternative channels sliows for entry
into this segment amn Building out distribution capabilities into aiternative
channels will be expensive and difficuit

+ No single existing product that appeals to consumers’
needs coupled with limited innovation in the category

- Extensive sales force needed to sell into muttiple channels
allows Pringles to fill a clear market gap

and some 600,000 retail outlets over time

+ Ci has not effs yh d in advertising
and trade promotion to create brand awareness (except
San Carlo), leaving space fora waell-branded potato chip

+ Wider range of target market age groups creates room for
more creativity and options in promotion strategies

Af P&G can address the issuecof unfadorable consumer tonsumption:habits and
lacking sales and distribution capabilities in the alternative channels where
mostimpulse purchases like snacks aye made, there is tremendous market

share and e oained i the talinn soackh mar! ot

Reducing risks and circumventing
bottlenecks

+ Heavy investment in advertising spend and trade
pPromotion should focus on Pringles’ features that meot
consumaens’ needs (l.e., heaithy chip, ressaiable
packaging, not messy to est, flaverful) in order to
differantiate it from other products in the market

to Pringles, was relatively unsuccesstul in the market

Risks/Bottlenecks Mitigation/Circumvention
m Difficult to modify habits of p P&G should distribute Pringles into ait hannels,
consumers H + where consumens are most likely to initially consume saity

snacks; coupling this distribution strategy with
:’ PropI ch sing ding and p J
5 gns will fead to subseq purch hrough
! traditional channals and slowly modify consumar
bahavior

= Bahlsen's Chipsk , with product and pack ging simiiar f

== Building out distribution capabilities into alternative

+ P&G will have to invast in building out both its
channels will be axpensive and difficult

distribution and sales capabilities in order to effectively
and efficlantly reach consumers; more research may be

Y to better und the ait h 1
segment and to subsequently identify specific targets
whaere sates and distribution development will reap the
most rewards

= Extensive sales force needed to sell into multiple channels
and some 600,000 retail outleta over time




Agenda

The P&G organization

Pringles product line

Snack Market in Europe

Pringles Italy Launch Strategy

Product
- Innovative Packaging

- Multiple Sizes
- Muiltiple Flavors

Placement

- Alternative retail channels
- Mass market

Promotion

- Target Group: Adults Ages 18-44

Most active
Purchase for children

- Advertising Campaign

Fun, enjoyable

Clear delivery of value prop.

H
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- Lower initial price
- Build brand awareness
- Organically led price increase
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Promotion (cont’d)

Advertising Campaign
¢ Fun, Enjoyable, A Little Rebellious

~ Focus on conveying a fun product for all ages
* Clearly deliver value proposition A

— Innovative, superior potato chip

~ Healthier preparation

= Premium product

* Educate consumers on benefits of product category (e.g. great for parties, can be
consumed in many different ways)

*  Build off of previous ad campaigns but customize to meet unique, talian customers.
Cult following (similar to US) will help product command premium price points

Placement

Mass Market and Alternative Channels
*  Alternative
— Impulse buying )
—~ Less price sensitive leading to comfort purchasing product at premium prices
~ Potentially imited choices leading to trial of product
—~ 28% of product flows through this channel
*  Mass Market
~ Subsequent purchases will come through mass market channel
Distribution channel P&G Is most familiar with and has greatest capabilities
— Still comprises 50% of the market
~ Lowest cost per product delivered

[
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Key Managerial Takeaways

*  Organizational structure is critical to determining the essence and key capabilities of a
company; roles and responsibilities of groups and personnel (bones), reporting relationships
(bones), systems and procedures {blood) and communication mechanisms {soul) must be
carefully thought out to match corporate strategy, and consequently marketing strategy

*  One of the most important considerations when launching a product internationally is how
quickly and into how many markets the product is launched. Even when resources are
seemingly plentiful, advantages gained from early entry can be easily lost through a
misunderstanding of entry markets; a company must correctly distinguish between a
waterfali, shotgun or cluster approach for entering into multipie markets.

° A winning product launch strategy across severa} markets does not mean that it can be
automatically applied when entering a market with completely unique characteristics;
typically the local/regional division of an international company, which understands a local
market, must give special attention to the tactics that can effectively address unique cultural,
governmental, geographical or economic conditions
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