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Let’s think about Nespresso!
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Information; Money

Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014
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Nespresso Case Study

'NESPRESSO.

-

EXPERIENCE THE TOP OF INTENSITY UMILK, THE NEW NESPRESSO MACHINE SHARE YOUR INTENSE MOMENTS ON
l Discover the new Grand Crus Kazaar & Dh an L[ scovel ‘i.I INSTAGRAM

» to be part of our movie }

= Forgotten your password ? IT'S YOUR FIRST ON-LINE ORDER? SUBSCRIBE HERE

A ORDER THE COFFEE THE MACHINES THE ACCESSORIES THE CLUB THE RECIPES ECOLABORATION
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Describe the Go To Market
(channels of Nespresso) and the
existing flows...
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: Flow table (of the distribution channels)

Channel’s Performance'’

Responsibility Analysis (who Possible improvement

Function

does it and how) (proposals)

Products and services functions
Inventory management and its levels
Product delivery

Product modification

Product lines and variety

New product evaluation

Sales volume (performance) forecast

User help/installation technical service
After sales service and Sales service supply (team)
Training: range and costs

Product maintenance
Package/specifications issues

Exclusivity and Territorial rights

Market coverage expected

Exports aspects expected

Time frame (period to carry out the flows)
Adaptation for specific legislations

Others

Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014
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Responsibility Analysis (who Possible improvement

Function does it and how) (proposals)

Products and services functions
Exclusivity and Territorial rights
Market coverage expected
Exports aspects expected

Time frame (period to carry out the flows)

Adaptation for specific legislations
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r Flow table (of the distribution channels)

Channel’s Performance'’

Responsibility Analysis (who Possible improvement

Function

does it and how) (proposals)
Communication Functions

Advertisement (all forms)

Sales promotion (all)

Public relations actions (all)

Direct marketing actions

Information about the products
Participation in the communication budget
New media forms of communication

Package information

Others...
o Agro
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: Flow table (of the distribution channels)

Channel’s Performance'’

Responsibility Analysis (who Possible improvement

Function

does it and how) (proposals)
Information Functions
Share info. about the consumer market
Share info. about the competition
Share info. about the changes in the environment
Participation in the planning process
Frequency and quality of the information
Share information about complaints
Electronic orders
Others (fill in)

# Agre
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r Flow table (of the distribution channels)

Channel’s Performance'’

Responsibility Analysis (who Possible improvement

Function does it and how) (proposals)

Variables of Payments and Requests
Frequency of product orders

Policies for prices and payments
Margin analysis

Commissions (volume and frequency)
Grant credit to the final consumer
Billing consumers

Search for sources of finance

Price guarantees

Others (fill in)
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What may happen to the future of
Nespresso’s Go to Market?
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20 General Questions for Analysis of Channels and e oo
Trends

1. How is the marketing channel structured today? Who are the participants?
2. What is the percentage of sales from each of these marketing channels?
3. What are the margins in each of these channels?

4. What are services offered by the channels? List the services channel wise. Which
participants in each channel offer these services?

5. What are the margins of the agents in each of the channels?

6. Which available channels have not been utilized until this moment by your
company and for what reasons?
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20 General Questions for Analysis of Channels and e oo
Trends

/. How are the macro-environmental variables i.e. political/legal; economic;

sociocultural and technological changes affecting the different channels presently?
How will these variables affect different channels in the future?

8. What are the trends (concentration/internalization) and features of each channel
at this moment? What will be the trends and features in the future?

9. How are marketing channels financing consumption? What are the risks involved?

10. What are the opportunities and possible benchmarks in using web/digital sales
platforms?
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Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014




20 General Questions for Analysis of Channels and e oo
Trends

11. How are the marketing channels of competitors structured?

12. What is the mechanism for the flow of products in the channel? What is the role
of each participant?

13. What is the mechanism for flow of information from the consumer to the
company in each of the channels?

14. What is the mechanism for the financial flow from channels to company and
how would you improve it?

15. Are there creative ideas in a network concept that could re-shape distribution? If
yes, list them.
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Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014




20 General Questions for Analysis of Channels and e oo
Trends

16. What types of loyalty programs exist in the marketing channels? Are there any
programs that could be benchmarked?

17. What types of strategies should be evolved to deal with competitors in
marketing channels?

18. What types of strategies should be evolved with non competitors that operate in
the same marketing channels?

19. How will marketing channels of this industry look like in 20 years?

20. How to organize all these ideas in a project framework to make the company
more competitive?
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Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014




What may happen to the future of
Nespresso’s Go to Market?

=/
markestrat W FGV EAESP [EQORP




F

Nestlé Nespresso Go to Market

Products + Services; Communications

Web Nestlé

Other Web

Channels

Government Emb

Supermarket

Events

Nestlé
Nespresso

(Own Sales Force)

Convenience St.

Own Stores

Bakeries

Nespresso Franchise

Other Franchise

Wholesale
Distributor

Universities

Hotels
Vending Machines Restaurants
Boutiques Coffee Shops
Others Companies Office

Jawnsuo)

markestrat W*FGV EAESP fEORP

Information; Money

Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014
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Chapter 4 5

Marketing and Distribution

Frame for Looking at Channels Trends

1. Which available channels have not been utilized until this moment by your company and for
what reasons?

2. How are the macro-environmental variables i.e. political/legal; economic; sociocultural and

technological changes affecting the different channels presently? How will these variables affect
different channels in the future?

3. How will marketing channels of this industry look like in 20 years: what are the trends
(concentration/internalization) and features of each channel?

4. Are there creative ideas in a network concept that could re-shape distribution? If yes, list
them.

5. How to organize all these ideas in a project framework to make the company more
competitive?
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We are in a Board Meeting and have
to decide upon investing in own
stores (vertical integration), joint-
ventures or a franchise system to
expand. Discuss these possibilities.




What could be done in a joint-
venture to access consumers by
Nespresso and Other Company.
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eTalks
The Secrets Of Food Marketing
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eTalks - The Secrets of Food Marketing
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Closer to Nature
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Arla Foods (Corporate Film)
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Don Stohrer Jr. on
the Arla/DFA joint venture

Arla Foods forms a joint venture with Dairy Farmers of America
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Advantages and Risks in Strategic Alliances (Joint

Ventures)

Advantages of Strategic Alliances /

Joint Ventures

=» Can increase access to critical resources;

=» Avoid legal and economical entry barriers;

< Gain more market force and coverage (scale);
<» Spread risks;

< Acquire experience and contact network;

< Avoid supplier and/or distributor power;

=» Access to distribution channels;

< Decrease in stocks, better logistic coordination
< Idle capacity utilization;

< Adaptation capacity in local markets;

< Lower cultural risks to enter new markets;

= Increase R&D;

< Unite efforts to reach common objectives;

=/

Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014

< Conflicts between companies (cultural diferences);

= Delicate construction of the administrative team;

= Creating its own identity is critical;

= Risk of technology transfer without any compensation;

=» Risks of unbalanced power;

= Hold-up risk (contract break) when only one of the
parts makes investments in specific assets;

< Partners can disagree about the division of the
investments, marketing or other policies;

<» A dynamic partner in a joint venture can become a
strong competitor;

< Risk of choosing the wrong partner.

Chapter 4 7

What are Advantages and Risks
of Building Joint Ventures in

Food Business?
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How to organize a Franchise System
for Nespresso?
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TOP FIVE

reasons to invest In a

FOOD FRANCHISE




Chapter 4 7

What are Advantages and Risks
of Building Joint Ventures in
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Advantages and Risks in Franchising

Advantages in franchises

For the franchiser (the owner of the concept):

< Long-term strategic relationship;

<» Business expansion without demanding high levels of
investment.

< Brand management and control;

< More flexibility than vertical integration;

<» Scale for marketing and technology (advertisement, new
product development, administrative procedures);

<» Capture local knowledge of the franchisee;

<» Capture entrepreneurial spirit of the franchisee and
incentives (it is his business)

< Network integration process and participation of the
franchisees in strategies and new developments;

=/

Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014

< “Franchise brokers” and “franchisee cooperatives”
(where franchisees meet to increase their bargain
power with the franchiser) can threaten the system;

< Concentration in the hands of few franchisees can make
the negotiation process unequal between the parts;

<» Labor aspects on the franchisee’s behalf that could
result in law suits for the franchiser;

<» Brand value loss due to the offering of lower quality
products;

<» Other activities done by the franchisee

< Ex-franchisees copying the business.

ASHS"



Chapter 4 7

What are Advantages and Risks
of Building Joint Ventures in

Advantages and Risks in Franchising

Advantages in franchises

For the franchiser (the owner of the concept):

<» Receive marketing support;

<» Location for the venture;

<» Efficiency in the supply chain;

=» Market research;

= Project and layout;

<» Financial counseling;

< Operational manuals;

< Administrative training;

< Employee training;

< Knowledge already acquired from the franchiser’s
experience;

=» Access to consolidated brands in the market.

\
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< Unknown expenses in the system;

=» Geographical concentration of franchisees in the same
area generating competition within the franchise
system;

<» Lack of investments from the franchiser in marketing
and innovation;

=» Can limit creativity and innovation of entrepreneurs or
franchisees;

< The payment system can be discouraging with the
initial fixed fee plus part of the economic result
(royalties) and contributions for communication;

<» Mandatory purchase of inputs from the franchiser that
can be overpriced.

<» New units in the area competing

<» Lack of openess to discuss environmental changes

mﬁﬂ‘es“at \*FGV EAESP feO'RP Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014 g



Own stores... Vertical Integration...
How to do it, what are the
advantages and disadvantages?
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Ag Minute: Vertical Integration
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Developing Own Stores:

Factors to Consider and Risks in the Vertical

Integration Strategies

Factors to Consider

in Vertical Integration

=< Complete control of the channels or supply;

= Access to market information;

= Protection against market oscillations;

= “Agency” costs as a result of different interests in the
organization;

< Integrated tax planning in the chain;

= Differentiation opportunity;

< Increased negotiation power with other distributors or
suppliers;

= Creation of scale and entry barriers to new competitors;

= Units working as consumer laboratories

=
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Source: Marcos Fava Neves: The Future of Food Business, World Scientific, 2014

What are Advantages

< The cost to change becomes too high;

= Costs and expenses associated with the integration can
be higher than other alternatives;

= Possible lack of flexibility;

= Larger investments and exit barriers;

=< May reduce and limit the innovation rate;

= Clients may become competitors;

= Differences in optimum production scale;

= Possible lack of administrative synergy;

= Problems in one production stage threaten production
and profitability of all other stages;

= The activities may be very different.
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