/0% (;’

i SIXTH FRAMEWORK
S PROGRAMME

TRUEFOOD

Traditional United Europe Food

Contract no. FOOD-CT-2006-016264
Instrument: Integrated Project

Thematic Priority: Food Quality and Safety (# 5)

D 5.4.11
Summary report on evaluation of innovative distribution strategies

Due date of deliverable: Oct 2009
Actual submission date : Oct 2009

Start date of project: 1 May 2006 Duration:@nths

Organisation name of lead contractor for this delble: UGENT-P07
Prepared by: UGENT

Revision: 1

Project co-funded by the European Commission withirthe Sixth Framework Programme (2002-2006)

Dissemination Level

PU Public X
PP Restricted to other programme participants (inelgdghe Commission Services)

RE Restricted to a group specified by the consortiumol§ding the Commission Services)

Cco Confidential, only for members of the consortiumc{uding the Commission Services)




National reports on evaluation of innovative distrbution strategies

Prepared by:
UGENT: Gellynck, X., Kihne, B., Molnar, A.
Contact details Prof. Xavier Gellynck (Xavier.Gellynck@UGent.be)

Table of Content

1. RO 510 Lo 11 N T 2.
2. BACKGROUND . ....uiee ettt e+t et e e et e et e e e et e e et e e e e e e e s s e eaa e s s s s seasssan s s sbnseeanssenanenes 3
3. Y/ = 5 (O] 510 ] I TR
4, LR Y U I 1S T 7

4.1. GENERAL COMPARISON OF THE INNOVATIVE DISTRIBUTION SRATEGIES ... .ceuuieitiieeriieieieeirnseesnnseesnneadans

4.2, ALL-IN-ONE PACKAGING.....uituttttitntttita ettt ettt et sttt sa e st esa sttt eane st tan et ettneesaasstaeraaseterans 10

4.3. REGIONAL CORNER IN THE SUPERMARKET AND IN OTHER POINOF SALES......iivvnieieteeieeeriieeeeinieeenneeeens 11

N Y =0 10 I 1 oY1\ 13

TN 1\ TS 1 1= 1 1 T N N 14

4.6. INVOLVEMENT OF THE CONSUMER....uiittuiittteteteeeeteeeanteeeaeeseteeessaessaneeetaeeetnsessasestaerersersnserens 16

o N = VYo ] TR =Y [ = 18

i TN o [N =T = T0 1Y [0 T T 19

4.9, SMALL AREATERRITORIAL PENETRATION ....iuuittiiteitettiettieetsstestessnssssssessnsesnsetessnseaesteransesnerans 21

O N e 10 o LU =T Y T 22

g I 0T ] Y 11V =1 =T =TT 24

S = o1 I 12T = [0 =T 25

L ST Y/ Ko Y41 N TR 10 i 1 = = T 26
5. (O ]\ (@ 0151 [0 ] 11 N 28
L ] N O i N 29
(] IO 35T 22 29
AN AN N L = 32

ANNEX 1 — CALCULATIONS OF SWOT AND ACTION PLAN SCORES. ... .ccvuiiitnieeeieieteeeeteeeaneesseeesanseeenneeees 32

ANNEX 2 — QUESTIONNAIRE OF THEHUNGARIAN APPLICABILITY TEST ..ueeiiitiiieeieeiiieeeeeriseeeeerinneeessssnnneeaes 34



1. Introduction

This report is part of subtask 5.4 of the Truefpodject and presents a summary of the evaluation
of the innovative distribution strategies developed tested in Belgium, Hungary and ltaly.

The development of the innovative distribution teges took place in several steps:

1. Literature review & expert interviews: Identification of problems related to the distribatof
traditional food products (D5.4.1&2)

2. Brainstorm sessions with stakeholders:Collection of innovative ideas for dealing with
distribution problems of TFPs and for the developmef innovative distribution strategies
(D5.4.5&6)

3. Development of innovative distribution strategies:based on results brainstorm sessions,
expert panel for selection of strategies, desanpbf strategies, incl. SWOT-tables + action
plans (D5.4.7)

4. Feasibility tests:discussion of SWOT-tables and action plan stepis manufacturers of TFPs
(D5.4.8&9)

5. Review meetings: exploring the suitability, feasibility and acceptdy of the developed
strategies by food manufacturers but also other Ieesnof the traditional food chain as well as
support organizations of the food sector. (D5.4.10%

Within the subtask 5.4 the distribution chain isi\®@dered to include the food manufacturer, the
distributor and the consumer (see Figure 1). Howemehe reminder of this report it will be shown
that for the successful implementation contributisrrequired of all members of the complete
chain, including also the supplier of the food nfacturers.

This summary report is not only summarizing theultssof the national reports of innovative
distribution strategies (D5.4.10), bpitoviding an overview about the whole evaluation pcess

of the developed innovative distribution strategesd hence including also of the reports D5.4.7
till D5.4.9 (see above).

Complete Chain
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Figure 1: Integration of the distribution chain within the complete chain.

This report is structured as follows. First backgrd information on the problematic of distributing

traditional food products will be provided. Nextetmethodology used is explained, followed by
the result section. The result section is contgi@mpart where the developed innovative distrilsutio

strategies are generally compared, followed byrawlaere each strategy is presented individually.
The report will be completed by general conclusions



2. Background

Distribution strategies may be developed to address a wide range of gwalsobjectives. For
example, strategies might be focusing on improwe¢vered product quality, on improving or
guaranteeing certain levels of customer servicefooithe purpose of expanding market radius.
They might be used to reduce capital investmentoarnwdorking capital requirements. Alternative
strategies might be used to provide certain prtgayeand exclusive added-value distribution
services to customers, or simply to reduce coshefdelivered product or some combination of
multiple objectives (Don Wilson 2006).

In particularsmall and medium sized enterpriseproducing traditional food products are facing
difficulties by entering the classical distributi@hannels, such as wholesalers and supermarkets.
For the small and medium sized enterprises altemalistribution methods (with fewer or more
specialized intermediaries) provide opportunitaaapng others for applying cost saving methods.
Recent developments show that organizations dacowipete as independent firm anymore, but
rather acchains (Cox, 1999, Lambert and Cooper, 2000). Thereblyaancisa set of three or more
organizations directly involved in the upstream atmlvnstream flows of products, services,
finances, information and/or knowledge from a seuoca customer (Mentzer et al, 2001).
Implementing a distribution chain strategy collaboratively with the other members of the chains
generates additional mutual gains and savingsHaincmembers. Though, chains lacking a chain
strategy and having short-term perspectives faégculties in envisaging and implementing
cooperative solutions to problems they cannot maséane.

Before implementing an innovative distribution straegy it is necessary to analyse how
advantageous or disadvantageous it will be forctens. For this reason the external impacts of
the environment as well as the internal capalslitethe food chain members have to be reviewed.
In the management and strategy literature the aisabyf internal strengths and weaknesses and
external opportunities and threats (SWOT-analysigh often mentioned decision-making tool for
evaluating the feasibility of a business idea oatefyy before starting to implement it (e.g. Dyson,
2004).

The SWOT analysis is a tool to confront internal strengths and wemlses with external
opportunities and threats. Within Truefood WP5rdtfafeasibility test was conducted by means of
in-depth interviews with single food manufactureanducting a thorough SWOT-analysis and
examining the developed action plans. In a secteyl Ieview meetingswere conducted in order
to evaluate the feasibility tested and adaptedegjias with a larger group of respondents through
discussion among them.



3. Methodology

The review meetingswere the last step in the evaluation process efdéveloped innovative
distribution strategies within WP5.4. The aim o€ treview meetings was to evaluate selected
innovative distribution strategies with a largeogp of stakeholders. Review meetings were either
carried out in form of training sessions or workshian the three participating countries, Hungary
(HU), Italy (IT) and Belgium (BE).

Following strategies were evaluated during theedéit review meetings:
» All-in-one packaging (HU, BE)
* Regional corners (HU, IT)
* Fast food chains (IT, BE)
* Joint distribution (BE)
* Involvement of the consumer (BE)
* Networking facilities (HU)
» Joint promotion (HU)
* Small area penetration (IT)
» Agro-tourism (IT)

Thus, in each country founnovative distribution strategies were evaluated. Thereby, three
strategies were tested in two countries at the damee These are All-in-one packaging, Regional
corners and Fast food chains. Three developed ativavdistribution strategies were not evaluated
during the review meetings. These are E-commerpeci8lty shops and Moving outlets. The
choice of strategies for evaluation was based erpteferences of the respondents or based on the
results of the feasibility tests.

The review meetings were conducted betweelnruary and June 200%nd were composed of not
only food manufacturers but also of other staket@labf the chain. In total 43articipants joined

the review meetings in the three participating ¢oes, ranging from micro to medium sized
enterprises and covering several sectors and dba@hs. Included sectors are for example meat,
coffee, fruit, bakery, alcoholic beverages, andlfpgulncluded chain levels range from aroma and
food additive suppliers, to the chilling and camnindustry, till the distribution level. Furthernggr
also support organizations of the food industryenacluded.

The review meetings wernductedin all three participating countries following artainorder
of steps
1) Presentation of the aim of the review meeting e tools used, such as SWOT-analysis
and Action plans
2) Presentation of all twelve developed, feasipilésted and adapted innovative strategies to
the participants
3) Choice of four strategies for evaluation duriihg review meeting
4) Evaluation of the selected strategies througicwdision in smaller groups (by means of a
clear example/traditional food product)

A SWOT-analysis is conducted as follows. First, the determinahgt support or hamper the
achievement of the vision and mission of the ortion (single enterprise or chain) need to be
identified and analyzed in order to develop a sostategy. As mentioned above, SWOT-analysis
is a method to confront strengths (S) and weaksed¥¢ with opportunities (O) and threats (T). In
order to match O&T with S&W following questions nilie evaluated as presented in Table 1.
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Table 1: SWOT-table

Opportunities Threats
ol 02 03 o4 05 t1 t2 t3 t4 t5

Strengths sl

2% To what extent can this strength help To what extent can we use this
<4 to use the opportunity better? strength to fight this threat?
S5

Weaknesses wl

w2 To what extent does this weakness To what extent does this weakness

w3 hinder making use of this make this threat more threateningp
w4 opportunity?
w5

The extent is expressed in four categories: 3 ¥ weportant, 2 = important, 1 = some importance,
0 = not important / relevant. Thereby, for eachr@ & a maximum of 12 points can be applied
(Sum of points for each of the listed opportunitesl threats). However, note that these 12 points
are a maximum not a minimum. If the O’s or T's &ss important, less than 12 points will be
distributed. Consequently, a significant numbecarhbinations can be left blank.

In order to arrive to a strategic orientation, tlaborated and filled-in SWOT-table needs to be
evaluated. Therefore the overall sum (if equal neindd S, W, O, T's) or the average (if unequal
number of S, W, O, T's) needs to be calculatedefach quadrant of the SWOT-table. Table 2
provides an overview about the meaning of the diffe scores in the SWOT-table and how to
interpret them.

Table 2: Evaluation of the SWOT-table (Vermeire etl., 2007)

Score What does it tell ? What to do with it ?

Score per How important the S or W isDevelop strategic objectives which deal with the
combination to deal with O or T. combinations with the highest scores.

Total scores How important the different Strategy is aimed towards taking maximum benefit
per S, W, O, S’s,W’'s, O’s, T's are. of external factors: therefore build strategy aun

T the 2 or 3 most important O’s & T’s (highest scgres

Total scores What the general prospects High S-O: attack, the chances are good
per quadrant are. High S-T: defence, we have the power to deal with
the threats
High W-O: clean ship or reorientation, work on the
weaknesses to take benefit of present opportunities
High W-T: crisis situation, the threats are seriand
we don’t have the means to deal with them.

The action plan includes a list of action steps (tactics) listacdchronological order. Those steps,
taken together, accomplish the intended strategge® on the methodology developed by PEG, an
evaluation of the necessary resources is estimated;ange from 1 to 5, with 1 being the minimum
amount of resource and 5 the maximum (heavy needllow comparison in horizontal (across
different kinds of resources), in vertical (to rathle steps with respect to one kind of resourag, e.
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financial resources) and across strategies (to $adhxting the right strategy, in dependence to the
available resources). The resources are classifitir categories as presented in Table 3.

Table 3: Resource categories and scores for evalugg action steps in an action plan

Information resources

Human resources Equipment interpreted interpreted as the

Financial resources

interpreted as number . ; in the amount and requirement for
interpreted in e . :

of people and hours of specificity of the searching new pieces of
monetary effort . : .

work technology required information and for

analyzing them

1 - no or almost no 1 - no or almost no 1 - no or almost no 1 - no or almost no

human efforts required financial effort required equipment required information required

2 — light human efforts 2 — light financial effort 2 — light equipment 2 — light information

required required required required

3 —intermediate human 3 — intermediate 3 —intermediate 3 —intermediate

efforts required financial effort required equipment required information required

4 — somewhat 4 — somewhat 4 — somewhat 4 — somewhat

considerable human considerable financial  considerable equipment considerable information

efforts required effort required required required

5 —very considerable 5 —very considerable 5 —very considerable 5 — very considerable

human efforts required financial effort required equipment required information required

At this stage the strategies are not evaluatedogsolate terms but in relative terms, in order to
characterize the evaluated strategy as an ovdtathative to other strategies. The usage of e.g.
absolute financial terms would result a bias iredetning the real advantage of each strategy. This
because cheap or expensive strategies are alwaysqgmaribus, i.e. if there is no money or there i
too much of it it will be a case of no choice. Hipaintroducing absolute numbers would also
create differences with respect to the differemtle of prices in each country, a factor that & th
stage would interfere heavily with the appreciatairthe content of each strategy. For examples
consult the result section of this report and ref25.4.10 “National reports on evaluation of
innovative distribution strategies”.

Based on the scores for the SWOT-analysis and ttorA plans all innovative distribution
strategies are compared to each other. The cdtmsabf the scores are found in Annex 1.



4. Results

Within this section first a general comparisontd evaluated innovative distribution strategies wil
be presented. Following, for each strategy a sumiagvaluation will be provided.

4.1. General comparison of the innovative distribubn strategies

Nine innovative distribution strategies were eveddaduring both the feasibility test and the review
meetings. During the feasibility test the strategieere evaluated by a single food manufacturer. On
the contrary, during the review meeting the stigegere evaluated by a group of stakeholders. In
Table 4 the differences of both evaluations arsgmted. All evaluated strategies are perceived as
acceptable by a larger group of stakeholders, evteen they were evaluated as difficult or not
implementable during the feasibility test. Neveltiss, the perceived acceptability of the different
innovative distribution strategies during the rewvimeeting does not imply that there are no barriers
related to the successful implementation of thetetries. The possible barriers will be discussed fo
each strategy individually in the following sectson

Table 4: Comparison between feasibility tested anckviewed strategies

Strategy Feasbility test Review meeting
All-in-one packaging Feasible Acceptable
Regional corners Feasible Acceptable
Fast food chains Feasible Acceptable
Joint distribution Difficult but not impossible Acceptable
Involvement of the consumer Difficult but not impossible Acceptable
Networking facilities Feasible Acceptable
Joint promotion Difficult but not impossible Acceptable
Small area penetration Feasible Acceptable
Agro-tourism Doubted feasibility Acceptable

* but not barrier free implementation

During the development process of the innovativstridbution strategies for each of the 12
strategies a SWOT-analysis was conducted. Nexihdonine strategies listed in Table 4, also e-
commerce, specialty shop and moving outlets arkided. In Figure 2 all twelve strategies are
compared based on their cross-country score fosttleagth-opportunity confrontation. The higher
the score in this quadrant is the better this efjatis evaluated in terms of its feasibility and
potential for successful implementation. Sevenaduhe twelve strategies, from Involvement of the
consumer to Networking facilities, are evaluatechigihly feasible scoring all around 2.5 and 2.6.
The least feasible strategy is clearly Small aezgefration.
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Figure 2: Comparison of all 12 innovative distribuion strategies based on the score for
strengths-opportunities confrontation of the SWOT-analysis
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Figure 3: Comparison of all 12 innovative distribuion strategies based on the total score of
action plan

For each strategy an action plan was elaborateceealdated. Based on the scores distributed for
each resource category an overall cross-countrsesoould be calculated for each strategy. The
total score is an indicator for the resource intgref the strategy. In Figure 3 the twelve innavat
distribution strategies are presented based om tbtl action plan score in decreasing order of
resource intensity. The strategy Regional cornarlearly evaluated as the most resource intense
strategy, while Networking facilities and All-in-erpackaging are considered as the least resource
intense strategies.



When comparing the innovative distribution stragsgbased on both the SWOT-score and the
action plan score it becomes obvious that the mostntial strategies are those with rather low
resource intensity, namely Involvement of the comsuand All-in-one packaging (Figure 4).
Nevertheless, also strategies with rather highuesointensity are among the most potential ones,
such as E-commerce and Regional corners.
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100
80
60
40
20

B SWOTscore-SO = Action plan score

Figure 4: Comparison of all 12 innovative distribuion strategies related to their SWOT-score
and Action plan score
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Figure 5. Comparison of all 12 innovative distribuion strategies ranked by the Hungarian
applicability test

During the Hungarian review meeting the particigamtere evaluating all twelve strategies
according to their perceived applicability (see AxrR). This national evaluation shows a very
different picture than the cross-country comparssomvolvement of the consumer and Joint
distribution are not among the top 3 anymore bokirgg fairly low. Further, two strategies with

rather high resource intensity are evaluated a®tapplicable strategies, namely Regional corner
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and Specialty shop. This indicates that a highuesointensity is not necessarily hampering the
applicability of a strategy, but that it is impartahat the strategy is perceived as having p@&kenti
for sufficient return of investments and businagscsss in the future.

Hence, when a company wants to decide whether to plement one of the presented
innovative distribution strategies careful consideation and evaluation is needed to assess
whether the chosen strategy is fitting to the compw®’s resource, capabilities and
competencesWithin the reminder of this report, a rather gahecross-country overview of the
innovative distribution strategies is presented.

4.2. All-in-one packaging
Description
The aim of this strategy is to develop, manufactaurd sell a convenience traditional food product
taking into account the consumer’s expectationshsas long shelf life, convenience aspects,
appearance of the already packed product etc. fféastional food product would be part of a
whole package which includes all necessary ingreglitor e.g. preparing a traditional meal. There
are special target consumer groups consisting \adfrakpeople, e.g.: families or traditional party
participants. For this strategy the applicationao$pecial technology and the right choice of the
most suitable package size are very important.heumore, it is aimed to improve the knowledge
of the consumers about the traditional food proslwemdd to widen the product assortment of
traditional food products.

Possible advantages and barriers for successful irgmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages

* Increasing demand for convenience products ane largduct variety

» Availability of modern packaging technologies (eMAP, vacuum packaging)

* Possibilities of demonstration activities at thenpof sale

» Adaptability to different packaging sizes

» Availability of different distribution channels

* Higher potential for successful implementation if ehain members contribute to the
development of the all-in-one package

Barriers

» Limited financial resources in particular for smal micro sized enterprise for investing
new packaging machines and technologies and inetiagk

» Limited consumer willingness of paying higher psder this type of products

» Divers package and storage requirements of therdift ingredients

Action plan & involvement of other players

In Table 5 the action steps necessary for implem@rthis strategy are listed. Further, also the
responsible chain stakeholders are indicated, whegd to take the lead in each step. The action
steps are listed in chronological order, which doasexclude that some steps can be accomplished
parallel or overlapping. As shown in Table 5 notyothe food manufacturers but also their
suppliers and customers need to be integrateddnniplementation process of this innovative
distribution strategy. The suppliers could suppbe steps where the concept of packaging is
developed, while collaboration with the customeaetagjlers) would be very useful in the steps
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where the target consumer groups, potential digioh channels and effective communication
materials need to be identified and developed.

Table 5: Action plan for All-in-one packaging

Nr. Action Steps Main Beneficial involvement of
Responsible other players
1 List and choose a traditional product group FM
2 ldentification of the target consumer group FM et&ler
3 Selection of the potential distribution channels FM Retailer
4  ldentification of the concept of the packaging M F Raw material supplier
5 Identification of the packaging size, composition FM Packaging material
of the products and appearance of the products supplier
6 Identification of the packaging technology and FM Packaging material
packaging material supplier
7 Contact potential retailers, as many as possible FM Retailer
choice of best fitting distribution channel
8 Develop communication materials (e.qg. FM Retailer

demonstration at point of sale, booklets etc.)

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluatedsible and acceptable throughout the whole
evaluation process. Based on the total score fersthength-opportunities confrontation it is a
strategy with high success potential. Furthermtis, strategy has clear low resource intensity,
with highest needs for information resources.

4.3. Regional corner in the supermarket and in othepoint of sales

Description

Regional corners will be a temporary or permanespldy featuring a range of traditional food
products of a given territory. This display cander inside a traditional point of sale or insale

super/hypermarket. The aim is to increase the ilityitand sales in distribution channels of
traditional food products of a given region or iteiy.

Possible advantages and barriers for successful ingmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages
» Good tool for creating an umbrella brand (proddicien the same region or same category)

» Supermarkets apply already collective marketing aad be a driver for this strategy
(possess the decision power)

» Alternative distribution channels possible (othkart supermarket, such as market halls,
temporary stalls on fairs or other ventures, stmadtinitiatives with public/private support)

Barriers
» Possibility that supermarkets are not easy to bevinoed by an initiative of a food
manufacturer

11



» Costs for implementing strategy too high for a Bn@ME-food manufacturer to
overcome by a collaborating group of food manufastu

» Lack of knowledge of marketing and promotiento overcome by collaborating with an
external expert in these fields

Action plan & involvement of other players

In Table 6 the action steps necessary for implemgnthis strategy are listed. For the
implementation of the strategy Regional corner Sapp of e.g. raw material or packaging
materials seem not needed to be involved. In daseegional corner is planned to be established
within the premises of a retailer, he/she needoafge to be involved in almost all action steps. On
the other hand, if the regional corner is exposedon instance a market hall or any other
occasion/place, such as promotional events, tadeetioes not need necessarily to be involved.

Table 6: Action plan for Regional corner

Nr. Action Steps Main Beneficial involvement of
Responsible other players

1 Concept project paper, including the goals of the FM
strategy

2 Choose the region and its borders for the preduct FM
included in the regional corner

3 Networking with other potential producers FM
4  Mapping the region potential point of sales and FM other FMs
their characteristics
5 Define an accurate umbrella communication line ~ FM other FMs
6 Develop business plan (positioning, marketing FM other FMs
mix, estimation of costs and revenues etc.)
7 Develop prototype of the display/corner and ef th FM other FMs, (Retailer)

communication materials

8 Presentation of the project to other producets an FM
retailers

9 Modify plan/project according to inputs received FM

10 Specify the period of launching and timing for FM
testing period

11 Produce display and communication materials FM other FMs

12 Training of sales and promotion staff FM other FMs, (Retailer)
13 Implementation of the testing phase FM other FMs, (Retailer)
14 Analyze test results FM other FMs, (Retailer)
15 Make changes to model/plan FM other FMs, (Retailer)
16 Extend model to more point of sales FM other FMs, (Retailer)

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluatedsible and acceptable throughout the whole
evaluation process. Based on the total score fersthength-opportunities confrontation it is a
strategy with relatively high success potentialwidger, this is a strategy with the highest resource
intensity of all evaluated strategies. Thereby,highest resource need are for human resources, but
also financial and information resources are carsioly required.
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4.4. Fast food chains

Description

The objective of the strategy fast food chains raflitional food products is that it would be
desirable to associate the experience of eatirdtivaal food products with the “mass market”-
logic of fast food eating. This could be in pridei@chieved by extending certain opportunities of
the so called fast food chains to products thatdififerent from those normally distributed and
consumed in usual fast food restaurants. Therexasting examples such as “Nordsee” where a
successful combination is achieved (fresh fish pet&lfor to go, but also prepared as full meals for
immediate in-house consumption).

Possible advantages and barriers for successful irgmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages

Novelty of this strategy can be a major innovativieer for establishing long-term success
Potential for setting up chains with high standardsurrent return of investment and access
to a new consumer target group (i.e. urban conss)mer

Potential for public-private investments

Potential for both, local (small number of pointsafies) and global (large number of POS)
approaches

Higher potential for successful implementation lif dhain members and third parties are
involved in the development of the concept of Fastl chains

For the involvement of third parties financial asttier resources could be joined among the
chain members

Possibility to respond to different consumer tastesl convenience and price needs at the
same premise

Consumers are already used to the concept ofdadt but look for novelties in this area
Hold of responsibility of promotion of traditionfdod products linking it to the underlying
story and heritage (in order not to lose the tradél character of the product), creating a
special atmosphere at the POS

Barriers

Importance of being a global entrepreneur with sounotivation for successfully
implementing the strategy

Necessary investments in people, location and rtiagke> to overcome by collaboration
among food manufacturers

Assurance of safety, hygiene and quality requirdmalong the chain

Necessary honesty and trust among the involveceayight still need to be developed or
harmed, which might slow down the process of sgrateplementation

Difficulty of balancing the differences between dbececipes into a common recipe at the
POS

Action plan & involvement of other players

In Table 7 the action steps necessary for implemgrthis strategy are listed. For a successful
implementation of the strategy Fast food chainauld be beneficial if several food manufacturers
of the same product category or complementary mtsdaould join their forces. The raw material
suppliers would need to be integrated especialtii@stage of developing the fast food formula for
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the traditional food products in order to assughhmnutritional value and the maintenance of the
traditional character, e.g. the taste. The custaroald be the owner of the fast food restaurant(s).
Hence, he/she needs to be then involved in devedoflie concept for the venue and finding

sponsors for the initiative in order to face theklaf financial resources, especially when SME food
manufacturers are involved. This will also be beamnaf for the necessary investments in

communication and launch of the initiative. Furthere, at certain steps the involvement of third
parties would be preferable for improving the ptitdrof a successful launch. This included mainly
the step of designing the venue and setting updh@nunication strategy.

Table 7: Action plan for Fast food chain

Nr Action Steps Main Beneficial involvement of
: Responsible  other players
1 Identify a regional area sensitive to a new FMs
consumption experience
2 ldentify a family of traditional food products FMs
susceptible to fast food distribution
3 Invest in designing a fast food offer for TF FMs
products
4  ldentify companies as potential suppliers of FMs Raw material suppliers

traditional food products sold in fast food
formula (assuring nutritional value and
traditional characteristics)

5 Define products for commercialization FMs
6 Define recipes and formats. Taste different FMs
solutions
7 Liaise with scientific agencies and experts FMs
8 Define, search and find an appropriate location Ms F
9 Design an adequate lay out for the chosen venue Ms F  Customer, Interior
designer
10 Search and find sponsors for the initiative FMs Customer
11 Define and realize training for staff and FMs
personnel
12 Invest in Communication FMs Customer, Marketing
professionals
13 Investin a launch initiative FMs Customer, Raaterial
suppliers

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluatedsible and acceptable throughout the whole
evaluation process. Based on the total score fersthength-opportunities confrontation it is a
strategy with rather medium success potential tdis®me severe weaknesses within the sector and
threats of the environment which need to be oveecdimmst. Nevertheless, this strategy has a
medium resource intensity, where equally humamnional and information resources are required.

45. Joint distribution

Description
This strategy aims at bringing traditional food miacturers together which work in different food
sectors on complementary products in order to shbhewr limited financial resources for
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collaboration on joint transportation and rentimgaatlet in which their products can be sold to the
consumers.

Possible advantages and barriers for successful irgmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages

» Distribution of the whole range of products of teame food manufacturer or food
manufacturers (SMESs) of a certain region at one RE@8&nomies of scale)

* Convenience for final consumer if similar assorttriarall shops of the customer/retailer

* Common promotion by food manufacturer, retailer smplplier

» Possibilities for saving costs jointly when usirggaources of the chain partners efficiently,
e.g. organizing transport of raw materials andshed products efficient (in the same
vehicle)

* Possibility for combining this strategy with othianovative distribution strategies, such as
joint promotion and cross-marketing

» Possibility for setting up a joint quality label

Barriers

» Trustworthiness of stock management and handlicgstomer premises
» Overall dominance of the customer/retailer

» Limits of stock capacity at the customer’s premises

* Fear of getting too dependent on each other iclhiae

Action plan & involvement of other players

In Table 8 the action steps necessary for implem@nhis strategy are listed. As indicated by the
name of this strategy the emphasis is on joiningefdor distributing the traditional food products.
Mainly this includes the involvement of other fomdnufactures, but also the intense integration of
customers into the implementation phase. The seippéin also provide superior contribution for a
successful development and implementation, bug rather a minor role mainly related to saving
costs by using e.g. transport vehicles jointly.

Table 8: Action plan for Joint distribution

Nr. Action Steps Main Beneficial involvement of
Responsible other players
1 Mapping the potential joint distribution methods FM

2 Mapping the products and potential food

manufacturers working in different food sectors FM

3 Involvement of the other manufacturers FM

4 Ma_pplng the region at potential point of salegd an EM other EMs
their characteristics

5 Mapping the service providers dealing with rental EM other EMs

of food transportation vehicles

6 Develop Business Plan FM other FMs
7  Design the inside of the outlet and develoghef t L .
. . FM interior designer
communication materials
8 Choose suitable personnel to sell the products FM therd-Ms
9 Presentation of the project to the manufacturers FM other FMs
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selected (emphasis on benefits)
10 Modify and finalize the plan according to input

. FM other FMs
received
11 Establish the period of launch FM other FMs, Cugtom
12 Establishing communication materials
(advertising materials brochures, pictures for FM other FMs, Customer
testing)
13 Training Qf the people to sell and promote EM other FMs, Customer
products in the outlet
14 Implementation (test period) FM other FMs, Customer
15 Analyze test results based on data collectioh an
qualitative information on implementation test, FM other FMs, Customer
analyze them and develop conclusion
16 Make changes to model/plan FM other FMs, Customer
17 Extend model to other producers FM other FMs, @ust

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluadsddifficult to implement during the feasibility
tests, due to doubts about the availability of gmegartners for this strategy. However, during th
review meeting this strategy was accepted and tbblgm of lacking possible partners was not
perceived as such a strong barrier anymore. Baseabeototal score for the strength-opportunities
confrontation it is a strategy with relatively highiccess potential. However, it is a quite resource
intense strategy, requiring mainly financial reseur

4.6. Involvement of the consumer

Description

The aim of this strategy is to increase consumieyalty and trust in traditional food products
resulting in improved publicity and word-of-mouttvertising. Therefore the consumer will be (to
some extend) involved in the production processmdoe.g. a one-day-entrepreneur. Finally, this
should lead to an improved market share of tradfidood products and increased revenues of the
members of the traditional food chain.

Possible advantages and barriers for successful ingmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages

* Increasing consumer’s interest in knowledge abaatdfproducts and their production
(getting to know where the food is coming from deav it is produced)

» Creating good experiences for the consumers

* Gaining loyal clients by word-of-mouth advertising

» Higher potential for successful implementation lif @gain members and third parties are
involved in the development of the concept of Ivuad the consumer

* Involvement of the consumer can take place alsaideitthe premises of the food
manufacturer, e.g. at a place with better accdsgilaind a high number of daily passing
consumers
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Barriers

» Assuring food safety, hygiene standards and foatditguduring the visit of the consumers

* Costs for setting up this initiative (equipment afwbd safey and hygiene assurance
systems)»> could be shared along the whole chain

« Some food products might be more attractive/intergsfor the consumer than other
products (e.g. sausage plants vs. wine cellars)

» High level of organizational skills are requiredoi@anize such an initiative

Action plan & involvement of other players

In Table 9 the action steps necessary for impleimgrhis strategy are listed. As indicated above
the integration of all chain members and some tlpiagties would increase the potential for
successful implementation of Involving the consunrerthe production process. Mainly the
customer of the food manufacturer could contribye providing advice about the consumer
profiles which could be targeted and about excelb®mmunication of this initiative. Further, the
customer could be supporting the food manufactimetogistical aspects, e.g. for the route
development through the premises or for the orgaioz/improvement of the accessibility of the
premises where the event is taking place. On theraxy, the supplier could assist the food
manufacturer in terms of installing an adequatedfeafety and hygiene assurance system for the
visitor areas, but also in some logistical issdesfor any successful strategy implementation also
for this strategy it is important that the chaintpars combine their complementary resources and
capabilities into new chain core competences whwdh finally lead to sustainable competitive
advantage. This includes also the integration sbueces and capabilities of third parties, such as
marketing experts for the development of the comuoaiion strategy.

Table 9: Action plan for Involvement of the consume

Nr Action Steps Main Beneficial involvement of
Responsible other players

1 Concept project paper — goals and main steps of
integrating the consumer in the production

process: where, what, how, how many at same FM Customer
time

2 Development of a business plan FM

3 ACCGSS!bI“ty of fgcmty (Logistics, possibilds EM Customer, Supplier
for public and private transport)

4  Visitor area (conference room, tasting area,

. . FM Customer

accommodation - whatever appropriate)

5 Critical points for food safety and hygiene FM Sligap

6 Hire a communication agency and prepare all the .
advertising tools (Design and produce display FM Customer, Marketing

boards, information sheets etc) expert

7  Select/ hire and train PR-responsible for public
relations, promotion and publicity, guide for FM Marketing expert
visiting groups, organizer of events,

8 Search and find supporters/partners for the
initiative, e.g. Travel agencies from local to

international level for promoting the initiative, FM Customer

sponsors for larger events
9 Organization of the event FM Customer, Supplier
10 Evaluation of the business plan FM

FM: Food manufacturer
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Conclusion

This innovative distribution strategy was evaluadsddifficult to implement during the feasibility
tests, due to doubts about the possible lack @&rest by the consumer and the possibility of
harming food safety and hygiene aspects duringctimsumer visits. However, during the review
meeting this strategy was accepted, although ther laas still perceived as a critical point, thbug
manageable with the support of the other chain neesaliBased on the total score for the strength-
opportunities confrontation this is the strategyimthe highest success potential. Additionally, the
involvement of the consumer is perceived as aegyatvith fairly low overall resource intensity.
Though information resources are the most required.

4.7. Networking facilities

Description

The aim of this strategy is to bring together po&drousiness partners as well as to provide a
platform for exchanging information among the besm partners. This should lead to the
improvement of product or regional features, engpugh higher product quality and safety, assured
supply, wider product range or better differentiati

Possible advantages and barriers for successful ingmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages

» Existence of different support organizations angdttparties which could initiate the
networking= but need to extend their focus to the interesti®fvhole chain

* Potential starting point for joint initiatives

* Way to overcome lack of knowledge of potential pars

* Win-win situation for the local economy

» Integration of third parties (other than chain mensh as initiator/organizer

Barriers
» Availability of an initiator and organizing person
» (Dis)Honesty among network partners about balanandydistributing risks and benefits

Action plan & involvement of other players

In Table 10 the action steps necessary for implémgithis strategy are listed. This strategy can be
initiated by any person of the chain or of supporganizations. Thereby, starting at the

local/regional level is facilitating the successfuplementation, due to common background of the
networking partners. For good practice examplas recommended to consult the “Inventory on

best practices on reducing bottlenecks and promdaiuccess factors at traditional food supply
chains” (D5.1.13 — second issue, available at wnnefbod.eu).
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Table 10: Action plan for Networking facilities

Nr. Action Steps Main Beneficial involvement of
Responsible other players

1 Concept project paper, incl. goals and main steps
of the strategy: Target population, website or FMs suppliers, customers, SO
meeting place, networker table etc.
2 Establish networking facility: website, space on
website of federation or other support
organization, using existing networks on internet  FMs suppliers, customers, SO
(yahoo, LinkedIn, Facebook etc.) or meeting
room, networker table etc.
3 Contact target population, e.g. FMs of the same
region or product category, regional food industry FMs suppliers, customers, SO
etc.
4  ldentification of the common interest of the
members to be involved in the network
Invest in a launch initiative FMs suppliers, customers, SO
6 Regular evaluation of success of network (number
of participants, attendance of target group,
possibilities, feasibility, necessity of extensmhn
network)

FMs suppliers, customers, SO

ol

FMs suppliers, customers, SO

FM: Food manufacturer; SO: support organizatiog.(egional governmental organization, economimcduresearch
institute etc.)

Conclusion

This innovative distribution strategy was evaluaasdeasible and acceptable at both the feasibility
test and the review meeting. Based on the totalestwy the strength-opportunities confrontation
joint promotion is a strategy with relatively highccess potential and the lowest resource intensity
Thereby information resources are most neededrfpleimenting networking facilities.

4.8. Joint promotion

Description

The aim of this strategy is to increase the lowelesf consumer awareness and to overcome the
constraints of limited resources for promotionta tevel of the traditional food manufacturer. An
idea for implementation is the set-up of an umhbaréitand for traditional food products, e.g. on
regional level or for a certain product categorigjch could be promoted at festivals and fairs.

Possible advantages and barriers for successful irgmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages

» Very suitable for micro and small sized enterpriséh very low marketing budget

» Festivals and fairs are well-known occasions fanpotion= but not widely used for joint
promotion of complementary products such as Huagasausages and pickled paprika
products, though cheese and wine often promotedyoi

* Sharing costs between several food manufacturéss/saluse of promotion tools, which
would not be possible to finance individually
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» Possibility of cross-marketing of similar and/ornggementary products to attract more
interest of the consumer

* Increased degree of popularity for small firms tigio an umbrella brand

Barriers

* Potential and benefits of cross-marketing stillklacsome recognition among SME
traditional food manufacturers

» Excellent skills of promotion and cross-marketimg sequired

» General economic situation is not very good (lowchasing power of the consumer)

Action plan & involvement of other players

In Table 11 the action steps necessary for impléimghis strategy are listed. For this strategy
most importantly, collaboration with other food mé#acturers of similar or complementary

products needs to be achieved. However, this tikeasame time the main barrier for this strategy,
due to the low recognition of the benefits and gb&ential of joint promotion. However, there are

existing good practice examples, such as the miomotion of small wineries and small cheese
manufacturers at wine fairs or joint open days efgian breweries in the same region (incl. joint
organization of public transport between the pres)is

Table 11: Action plan for Joint promotion

Nr Action Steps Main Beneficial involvement of
Responsible other players

1 Choose a place for joint promotion, e.g. a region
where festivals are organized for "traditional food
products” or a supermarket where a promotion
day can be organized

2 Seeking of other manufacturers for joining the
initiative

3  Design the stand and develop of the EM other FMs, marketing
communication materials jointly expert

4  Choose and train the suitable personnel selected

from the own employees of the companies or

contact a subcontractor and employ trained FM other FMs, or third party

hostesses to promote and to offer the products for

tasting

Establishing communication materials FM other FMs

6 Establl_sh a busmess plan_for the dlrgct salebas EM other EMs
on the joint promotion during the festival

7 Finalize the discussed promotion activities and
share the tasks between the focal companies FM other FMs
involved

8 Evaluation of the affectivity of the joint
promotion and compare the results achieved FM other FMs
during the direct sale with the business plan

FM

FM

(63}

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluadsddifficult to implement during the feasibility
tests, due to lack of potential partners. This alas perceived one of the main barriers during the
review meeting. Nevertheless, the potential wasnaskedged and hence this strategy was
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evaluated as acceptable. Based on the total sopted strength-opportunities confrontation joint
promotion is a strategy with rather medium sucges®ential, but with only medium resource
intensity as well. Nevertheless, during the revieeeting it was clearly stated that in case of group
of traditional food manufactures are willing to peoate, the feasibility of this strategy will berye
high.

4.9. Small Area Territorial Penetration

Description

The aim of this strategy is to reach a critical snakrepetitions of messages across different media
and with a large presence in distribution chantelacquire the abrupt and strong answer of the
consumer to an intensive campaign. Thereby, thasegly is developed in terms of targeting an area
in another European country or even beyond thanhtirae country of the food manufacturer.
Taking into account the high budget necessary &éonpgaigns at national levels it is the idea to
drastically reduce the area accessible by theildigiton chain and covered by the advertising
campaign to manageable dimensions while keepingthasity of the campaign very high.

Possible advantages and barriers for successful ingmentation
Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.

Advantages

» Reduced costs and complexity due to logistic colmnagan to a small penetrated area
* Necessity of smaller marketing budget, due to ssnédirget area

» Possibility to react on local-specific consumentte

Barriers
* Doubts about successful targeting an area of unkn@areign) consumers with different

economic and cultural conditions and backgroandConvincing power of a successful
pioneer would resolve the doubts

Action plan & involvement of other players

In Table 12 the action steps necessary for impléimgihis strategy are listed. For this strategy th
integration of the chain members is only requirédager steps, at the moment of the practical
implementation of the strategy. During the plannpigase support should be sought by business
consultants of the possible target area and by agmuation experts familiar with the economic
and cultural backgrounds of the targeted area.

Table 12: Action plan for Small area penetration

Nr. Action Steps Main Beneficial involvement
Responsible of other players

1 Preliminary budget and quantitative goals:
Establish a reasonable target for sale increase ove
time and consequently a preliminary budget for
the exploration and the 1-year campaign

2 Own product analysis: Description of the strength
of the product and the demographical and

FM

FM
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lifestyle traits of the typical consumer
3 Choose the targeted country: Selection across
Europe or beyond a country that for economic and FM
cultural reasons would welcome the product
4  Select a narrow number of potential candidates of business consulting from
target "small area" the targeted areas
5 Exploring the candidates: A trip in all the
candidate areas to establish the qualitative
elements of the analysis and obtain information FM
about prices in advertising, POS, etc. and take
care of sufficient language skills
6 Determine the revised budget, the goals and the

business consulting from
the targeted area

sequence of penetration in the chosen "small FM
areas"
7  Hire the communication agency and prepare all EM communication agency
the advertising tools
8 POS contact and penetration FM customer
9 Sell-in and sell-out logistics FM customer, supplie
10 Purchase the media time and external advertising
FM customer
spaces
11 Handle repurchase and after-sales support FM castom
12 Deepening penetration FM customer
13 Extension of the small area FM customer
14 Add further small areas FM

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluateasible and acceptable during both, the
feasibility test and the review meetings. HoweMeased on the total score for the strength-
opportunities confrontation Small area penetrati@s evaluated to the least success potential in
comparison to the other developed innovative distron strategies. Furthermore, this is also the
second most resource intensive strategy with tlghdst demand for information resources,
followed by high financial resource intensity. Hoxge, a food manufacturer and/or his chain
member who have contact to foreign markets alreadght find this a fairly potential innovative
distribution strategy.

4.10. Agro-tourism

Description

The aim of this strategy is to show the manufantumplace of a traditional food regularly as a
tourist sight of a certain region to tourists makexcursions in the region/place. Furthermore, in
the frame of guided or non-guided tour, e.g. orgeahiby a special travel agency, direct sale in-
place is possible.

Possible advantages and barriers for successful irgmentation

Based on the evaluations during the review meetisggeral advantages and barriers were
identified. Subsequently only the most striking ®aee presented.
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Advantages

* Potential long-term benefits of associating theveraexperience with a more direct
knowledge of the tradition and gastronomic heritafya place

* Whole strategy in control of the food manufactuesel

* Particular focus on consumers/buyers of traditidoatl products

Barriers

* Sound balance of costs and pricing policies offttamufacturer and the requirements of the
housing branch (hotel, B&B, transport agents etc.)

Action plan & involvement of other players

In Table 13 the action steps necessary for impléimgihis strategy are listed. For this strategy it
would be beneficial to closely cooperate with arbgaotel and with a local travel agency. The
travel agency could support this strategy by beesponsible for being the first contact person for
the tourists, taking also the burden from the mactufrer to deal with all the administrative aspects
such visits would require. Furthermore, the traaggncy would also take care of the coordination
between the traditional food manufacturer and thearloy hotel. Nevertheless, the main
responsibility for the successful implementationtbis strategy lies in the hands of the food
manufacturer.

Table 13: Action plan for Agro-tourism

Nr. Action Steps Main Beneficial involvement
Responsible of other players

1 Identify a regional area where there are historic FM
sights or where folk art events are organized and
many traditional food manufacturers are
producing special particular products

2 ldentify food businesses which are responsive to FM
receive visitors in their plant

3 Seeking a tourist agency FM
4  Establish a tourist program during which the FM travel agency or other
plants of the manufacturers can be visited by institution
tourists
5 Contact hotels FM Hotel and travel agency
6 Survey on the drafted program in the hotel FM teHand travel agency
7  Evaluation of the survey FM travel agency
8 Make changes to the planned program FM travei@age
9 Develop the advertisement materials FM Hotel and travel agency
10 Implementation of the program FM Hotel and ttagency

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluaasdather not feasible for implementation during
the feasibility tests, due to the applicabilitydifect sale in-place and hosting of daily or stasicy
visitors would be depending on the size of the foodnufacturer's premise. Further, legal
constraints were raised when the manufacturingepteauld changed (in parts) to accommodation
or B&B purposes. However, during the review meethnglatter concern was resolved by involving
a nearby external accommodation opportunity, ssch laotel or B&B. Based on the total score for
the strength-opportunities confrontation Agro-teariwas evaluated as a strategy with the second
least success potential in comparison to the otlemeloped innovative distribution strategies.
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However, this is a strategy with medium to low regse requirements with highest needs for human
resources.

4.11. E-commerce

Description

The aim of this strategy is to create a virtualestas a key distribution channel to feature antd sel
different traditional food products belonging toveral producers of a given territory or a group of
territories. This strategy is meant as a less gadternative to the obstacles of high costs and
complexities for setting up a traditional store &bdreaching potential (new) consumers located in
different geographical areas. Furthermore, propenraunication to the consumers is aimed about
the characteristics of the traditional food proguthe quality certifications and the proper way of
usage that will enhance product taste and justiy price premium. Further the usage of an
appropriate IT-platform will enable to integratettbairtual and traditional channel management
with only one tool in order to optimize distributi@nd logistics.

Possible advantages and barriers for successful ingmentation
This strategy was not evaluated during the reviesetmgs. Hence, the most striking advantages
and barriers for this strategy are presented Ihased on the results from the feasibility tests.

Advantages

* Reduced costs and complexity due to integrationvisfual and traditional chain
management and accessibility for large number @émg@l (new) consumers at diverse
geographical locations

» Distance purchase from all over the world

» Creation of a central collection point (in additibom home delivery) with possibility of
complementarities (e.g. newspaper shop as colfeptnt)

Barriers

» Existing refusal of on-line payments and credidganssession by the consumers
» Virtual market (no touch, smell or personal contact
» High costs for packaging and transport in partictdasmall quantities

Action plan & involvement of other players

In Table 14 the action steps necessary for impléimgrihis strategy are listed. This strategy is
evaluated as being feasible to manage by an inditbod manufacturer. However, at certain
points of the action plan other food manufacturersld be involved for widening the offered
assortment. This strategy provides the food manwfacthus with the opportunity of direct sale
without intervention of any intermediate, such las wholesaler or retailer. This does not exclude
that this strategy could be set up together withpBears and customers in order to provide also a
business-to-business option of E-commerce.

Table 14: Action plan for E-commerce

Nr. Action Steps Main Responsible
1 Concept project paper, including clear defined goal FM
2 Choose aregion and its "traditional food products" FM
3 Networking with producers for possible joint acties FM
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4  Develop Business Plan: Develop positioning afual store,
marketing mix strategies, marketing plan, costseaahomics to FM
be presented to other producers

5 Develop structure, constraints and functionaiheeded for the

website: Identify the key characteristics and regjaients needed FM

to sell and promote on-line the traditional foodgurcts selected
6 Select IT platform (related to good cost-performearsatio) FM
7  Develop prototype of the website FM
8 Get involvement of other producers FM
9 Develop proper virtual store FM
10 Start testing FM
11 Analyze test results FM
12 Make changes to model/plan FM
13 If results prove success of the project invaltheer producers to EM

offer consumers larger varieties of products agdaiquantities

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluaasdather not feasible for implementation during
the feasibility test, due to non-applicability fall kinds of traditional food products and a lot of
practical concerns related to logistical effortsgémization of home delivery or collection points,
packaging etc.) and to the acceptability of elegtrgpayments. Furthermore the lack of personal
contact between the consumer and seller is comrsldes very important related to traditional food
products. However, such an IT-platform could beadly set-up for business-to-business purposes.
Based on the total score for the strength-opparasconfrontation E-commerce was evaluated as
the third best strategy with high success potenidalwever, it is also the strategy with the third
highest resource intensity, with the highest rezragnt of information resources.

4.12. Specialty shop

Description

The aim of this strategy is the (re)establishmédrgpecialty shops in order to increase the market
share and to better valorize the traditional foowbdpcts. Furthermore, traditional food
manufacturers often do not have the capacity toveellarge distribution channels, therefore an
adjustment of the distribution channel to the cbmastics and features of traditional food product
IS necessary.

Possible advantages and barriers for successful ingmentation
This strategy was not evaluated during the reviesetmgs. Hence, the most striking advantages
and barriers for this strategy are presented Ihased on the results from the feasibility tests.

Advantages
* Increasing the availability of traditional food piects

» Opportunity to provide sound and excellent inforimatbout the traditional food products
» Possibility to maintain a strong connection witte ttultural heritage of the region and to
establish a 100% territorial niche
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Barriers

» High costs of investment for establishing the shop

* Low consumer loyalty and willingness to pay higices

» Strict legal restriction which are hard to complighafor opening a food shop

Action plan & involvement of other players

In Table 15 the action steps necessary for impléimerihis strategy are listed. This strategy is
mainly in the responsibility of the food manufaeurThereby, some support could be get by the
customer related to the layout of the chosen veang the communication strategy. All chain

members could collaborate for the launching event.

Table 15: Action plan for Specialty shop

Nr. Action Steps Main Beneficial involvement
Responsible of other players
1 Concept project paper FM
2 Choose the region and its borders FM
3 Explore consumer acceptance FM
4  Explore competitor situation FM
5 Decision on product range of specialty shop FM
6 Define, search and find an appropriate location FM
7 Develop Business Plan FM
8 Design an adequate lay out for the chosen venue FM Customer
9 Development of image of products FM
10 Training FM
11 Investin Communication FM Customer
12 Investin a launch initiative FM Customer, Sugpl

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluadsdeasible and ready for implementation during
the feasibility test. Based on the total scoretiier strength-opportunities confrontation this stgst
was evaluated having medium success potential al#th relatively high resource intensity with
high needs for information, human and financiabrese.

4.13. Moving outlets

Description

The aim of this strategy is to install moving otglévagons) to reach areas where the establishment
of stationary outlets is not applicable and/or patfitable. Also seasonality is considered as an
important factor on revenues, which could be bypa$g this strategy.

Possible advantages and barriers for successful irgmentation

This strategy was not evaluated during the reviesetmgs. Hence, the most striking advantages
and barriers for this strategy are presented Ihased on the results from the feasibility tests.

Advantages
» Creation of a strong and scattered distributiomnvoet
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» Direct link to a wide range of (new, seasonal) coners
» Differentiation of assortment of traditional footbducts
» Possibility to combine different distribution chaté, such as marketer with home-delivery

Barriers

* High investment costs

* Low consumer loyalty

» Less frequented distribution channel for daily/wgeturchases

Action plan & involvement of other players

In Table 16 the action steps necessary for implémgihis strategy are listed. This strategy would
be completely in the responsibility of the food mfacturer. It would be also possible to
collaborate with other food manufacturers of simitet complementary products to set up this
initiative jointly and to share the high investmensts.

Table 16: Action plan for Moving outlets

Nr. Action Steps Main Responsible
1 Concept project paper FM
2 Choose the region and its borders FM
3 Explore consumer acceptance FM
4  Explore competitor situation FM
5 Develop Business Plan FM
6 Decision on product range of moving outlet FM
7 Purchase of wagon FM
8 Training of sale staff FM
9 Application of logistic tools FM
10 Invest in Communication FM
11 Investin a launch initiative FM

FM: Food manufacturer

Conclusion

This innovative distribution strategy was evaluaasdather not feasible for implementation during
the feasibility test, due to the main concern ddclteng potentially interested consumer in the
targeted area. In modern life, there are an inargasumber of households where both partners are
working and are thus not home during the day. FEwuntlore, the image of moving outlets is
perceived as out-dated and not mirroring the hidghed value of traditional food products. Based
on the total score for the strength-opportunitiesfiontation this strategy was evaluated as the
strategy with the third least success potentialvélcer, the resource intensity is rather medium.
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5. Conclusions

In this report a comprehensive overview is provid#dthe twelve developed and evaluated
innovative distribution strategies. With this oemvaluation some strategies seem to be more
feasible than others for traditional food produdtwever, there are such a wide range and
diversity of traditional food products that it istrpossible to draw general conclusions.

The final choice of the best fitting innovative digibution strategy is in the hand of the
traditional food manufacturer and his/her chain menbers. The successful implementation of a
strategy is dependent on the product’s requiremémesfirm’s/ chain’s resources and capabilities,
as well as on the environment the traditional fowhufacturer and his/her chain is operating in.

Therefore, before implementing a strategy thorowgtalysis of the internal strengths and
weaknesses as well as of the external opporturdgines threats need to be conducted (SWOT-
analysis). Further, these internal and externag@spneed then to be confronted to each other by
means of a scoring system which allows a strateggntation for the firm/chain.

Once the strategic orientation is decided, a dmtaiction plan needs to be developed and

evaluated. The evaluation is also conducted by seaa score system, whereby the evaluator can
use concrete values or relative scores. Relatioeesde.g. scores ranging from 1 — not important to
5 — very important) are suggested in case seveatkgy would liked to be compared on cross-

country or cross-sector levels.

Consequently, the recommendation formulated basetis report is teick the strategy which is
best fitting to your business Furthermore, for the successful implementationttd chosen
strategy it can be beneficial iovolve other players of your business environmentsuch as the
direct supplier and customer, but also third payteuch as governmental and non-governmental
support organizations of the sector, researchtinsins, business consultants etc. For a well-
performing collaboration it is recommended dtearly state the distribution of tasks and
responsibilitiesin the action plan from the very beginning of &gy implementation.
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Glossary

Action plan
An action plan includes a list of action stepst{ta} listed in chronological order. Those steps,
taken together, accomplish the intended strategge® on the methodology developed by PEG, an
evaluation of the necessary resources is estimated;ange from 1 to 5, with 1 being the minimum
amount of resource and 5 the maximum (heavy neéedllow comparison in horizontal (across
different kinds of resources), in vertical (to raile steps with respect to one kind of resourag, e.
financial resources) and across strategies (to $adhxting the right strategy, in dependence to the
available resources).
The categories of resources considered are:

« Human resources interpreted as number of people and hours of work

- Financial resources> interpreted in monetary effort

« Equipment= interpreted in the amount and specificity of thehinology required

- Information resources> interpreted as the requirement for searching nésceg of

information and for analyzing them

For certain steps, critical issues are qualitayis@hgled out and tips provided to better perfoha t
step. During the feasibility test and the reviewetiregs the strategies are not qualified in absolute
terms in order to characterise a single strategy &hole alternative to other strategies. The usage
of e.g. absolute financial terms would result ashia determining the real advantage of each
strategy. This because cheap or expensive strategeealways ceteris paribus, i.e. if there is no
money or there is too much of it, it will be a casfeno choice. Finally, introducing absolute
numbers would also create differences with resqettie different levels of prices in each country,
a factor that at this stage would interfere heawith the appreciation of the content of each
strategy.
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Distribution
All activities applied to a product on its way frahe producer to the final consumer.

Distribution chain

Chain of intermediaries, each passing the prodoeindthe chain to the next organization before it
finally reaches the consumer or end-user. Eacthefetements in this chain will have their own
specific needs, which the manufacturers must tate account, along with those of the all-
important end-user.

Distribution chain management

Managing the distribution chain is a relatively qoex task. Many of the theoretical arguments
about distribution chains revolve around cost. Mgma have to take into account the trade-off
between the costs of using intermediaries to aehveder distribution. Often, the small company
has no alternative but to use intermediaries, ofreral layers of them, while on the other hand
large companies do have the choice.

Feasibility test

A feasibility test can be conducted in many différeays, but the main aim is to find out whether a
strategy is worth to be considered to go ahead (dgmricks, 2007). In order to perform a well-
conducted feasibility test it is important that ides analyzing the technical feasibility also the
potential of the market and industry, the managemapacities of the entrepreneur and different
financial scenarios are explored (Barringer anthiv@, 2007). The aim of the feasibility tests was
to discuss the practicability of the developed watve distribution strategies with traditional tho
manufacturers.

POS
Point of sale

SOR-analysis

Strategic orientation round (SOR) analysis is tbaetiauation of the SWOT-analysis (see there),
because identification of SWOTs alone is not primgda good base for further strategy
development (Januszewska et al., 2005; MDF, 20@4¥éire et al., 2007). With SOR-analysis it is
possible to identify those opportunities and thgeeltiich match best strengths and weaknesses of an
organisation and to attain an explicit link betwekggnosis and assessments for strategic decisions
and action plans (MDF, 2004). In case an itembmassigned to several constraints it is necessary
to seek for an explanation of the apparent corttiai (Hill and Westbrook, 1997). This is because
the quality of the SOR-analysis is heavily dependsn the quality and clarity of the SWOT-
analysis (MDF, 2004).

SWOT-analysis

In the management and strategy literature the aisapf internal strengths (S) and weaknesses (W)
and external opportunities (O) and threats (T) (€8Manalysis) is an often mentioned decision-
making tool for evaluating the feasibility of a mess idea before starting to implement it (e.qg.
Dyson, 2004; Hill and Westbrook, 1997; Srivastavale 2005). The SWOT-analysis is helping
firms to be aware of trends in the firm’s envirommenticipate on the constantly changing future,
maintaining a long-term vision while still focusimn the day-to-day business and to ensure that
objectives and actions are coherent (Tidd et 8052p.112). Thereby, it is very important to not
formulate general points but to specify and veeifigh of the SWOTs as much as possible (Hill and
Westbrook, 1997).
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TFPs — Traditional food products

Within
1.

2.

3.

4.

the TRUEFOOD project Traditional food prodsiare defined according to four aspects:
PrRODUCTION: key steps of the production must be local (natitvagional/local). Once firms
start to produce in other countries, the food isomger considered as traditional.
AUTHENTIC: the product has to fulfil at least one of thddwling steps

» Authentic recipe (mix of ingredients) and/or

» Authentic origin of raw material and/or

» Authentic production process
COMMERCIALLY AVAILABLE : for the public for at least 50 years (= 1950 aetbre) in stores

or restaurants; it may happen that during thatopletiie food product disappeared from the
market, but it was on market at least 50 years ago.
GASTRONOMIC HERITAGE the product must have a story which is -or canviméten down

in 2-3 pages

! Authenticity refers to the ‘history’ and ‘orginigfi.

Authentic recipe (mix of ingredients) = original, long known recipe
Authentic origin of raw material = use of the same kind of raw material, originally used when product was developed

Authentic production process = following the original production process, established when product was developed
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Annexes

Annex 1 — Calculations of SWOT and Action plan scas

SWOT-scores based on Strengths-opportunity confroation*

SWOT SO SWOT SO SWOT SO Average

Hungary Italy Belgium
Involvement of the consumer 2,66 - 2,67 2,67
All-in-one packaging 2,5 - 2,75 2,63
E-commerce 2,5 - 2,67 2,59
Joint distribution 2,82 - 2,17 2,50
Regional corners 2,66 2,33 - 2,50
Specialty shop - 2,66 2,33 2,50
Networking facilities 2,5 2,33 - 2,42
Fast food chains 2,5 2,44 1,58 2,17
Joint promotion 2,25 2,08 - 2,17
Moving outlet - 2,08 - 2,08
Agro-tourism - 2,17 1,78 1,98
Small area penetration 2 1,4 - 1,70
* In case SWOT-analysis was conducted several thores strategy only the most recent score is claneid.
Action plan scores indicating the total resource itensity*

Action Plan Action plan  Action plan Average

Hungary Italy Belgium

Regional corners 141 120 - 130,5
Small area penetration - 115 - 115
E-commerce - 108 - 108
Joint distribution 100 - - 100
Specialty shop - - 97 97
Moving outlet - - 95 95
Fast food chains 51 117 - 84
Joint promotion 78 - - 78
Agro-tourism 77 77 - 77
Involvement of the consumer - - 68 68
All-in-one packaging 45 - - 45
Networking facilities - - 43 43

* In case an action plan was evaluated/filled-ivesal times for a strategy only the most recenaltscore is
considered.

Scores of the Hungarian applicability test, 7-pointLikert scale

Average applicability score

Regional corner 5,75
Specialty shop 5,41
All in one packaging 5,33
Networking facilities 5,00
Joint promotion 4,83
Agro tourism 4,58
Joint distribution 4,50
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Moving outlet

Small area territorial penetration
Involvement of the consumer
Fast food chain

E-commerce

4,17
3,66
3,50
2,66
1,40
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Annex 2 — Questionnaire of the Hungarian applicabity test

Questionnaire
Evaluation of innovative distribution startegy

Please indicate on the scale below how feasildeagplicable you consider the following

distribution strategies! 1= less feasible, 7 = nfeastible.

1.Joint distribution

11 2 3 4 B 6 17
2.Joint promotion

[1 2 3 4 5 6 17
3.Agro-tourism

[1 2 3 [4 5 6 7
4.All in one packaging

[1 2 3 4 5 6 17
5.Regional corner in the supermarkets and in other POS

11 2 3 4 5 6 7
6.E-commerce , B2B —B2C

[1 2 3 [4 5 6 7
7.Fast food chain for traditional foods

[1 2 3 4 5 6 17
8.Small area territorial penetration

[ 2 3 [4 5 6 7
9.Delicatessen shop

[1 2 3 [4 5 6 7
10.Involvment of the consumer

[1 2 3 4 5 6 17
11. Networking facilities

[ 2 3 [4 5 6 7
12.Moving outlet

[1 2 3 [4 5 6 7
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