AlixPartners

when it really
matters

Income 1nequality: an existential crisis

1n the consumer goods industry

GLOBAL INCOME INEQUALITY IS DRIVING STAGNATION IN CORE
DEVELOPED MARKETS
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Source: Branko Milanovic, Global Inequality: A New Approach for the Age of Globalization, 2016

CONSUMERS ARE COPING BY MAKING SPECIFIC, BUT NOT
CONSISTENT, VALUE CHOICES
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STORES VOLUME PRODUCTS

- Changing how frequently + Stopping buying * Buying smaller products/
they visit stores shopping at lower price

- Buying less points

* Shopping at discounters

« Buying more

* Changing brands

* Choosing private
label products

HOW PEOPLE DETERMINE QUALITY VERSUS PRICE IS COMPLEX
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INCOME INEQUALITY PRESENTS MAJOR CHALLENGES TO THE MODERN
CONSUMER GOODS INDUSTRY

Heavy reliance on core consumer segments,
with increasing value demands

Confusing customer behavior and
fragmenting customer profiles

Contradictory pressures for Losing share, customers, and spend

SKU rationalization
and proliferation

Losing share and shelf space

' Manufacturing Retailer : : o
to value or private label products challenges J \ challenges Managing assortment rationalization
\ /

/ while offering appropriate value

Struggling to win, gain ¢
traction with

new product development

Building organization capabilities to
understand and manage these 1ssues

A FIELD STUDY: HOW RETAILERS STOCK SHELVES
IN DIFFERENT INCOME ZONES

svever FIELD STUDY FINDINGS:
I few stores rigorously

We visited nearly 40 stores (discounters, We examined their assortments for ketchup tatlored their assortments
mainstream retailers, and convenience  across London, cleaning products across 31'0111_1‘5_[ local economic
stores) in different income zones in Boston, dried pasta across Frankfurt, conditions.

London, Boston, Frankfurt, and Mumbai.! and potato chips across Mumbai.
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1. The visits took place in April 2017. 2. Examined all private label versus all national label SKUs in the stores.

Private label?
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