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: Kia ora.

Welcome to the exciting and fast-paced world of food
’ and grocery retailing. For a little country at the bottom of
, t the world, New Zealand is packed full of innovation and
A . 4 inspiration, and it can be a bit daunting to know how to
take the leap to get your Next Big Thing into the hands
of customers across the country. This guide has a few
tips and tricks to help make it a little easier to get your
products on the shelf in our retail stores.

Foodstuffs North Island has long supported small and diverse
businesses through our 100% New Zealand owned and operated stores.
We're proud to be #HereforNZ and committed to making a difference

in the community, whether it’s through providing meaningful and safe
work, giving every New Zealander access to healthy and affordable
food, or taking the lead on sustainability with zero impact on our
environment. Our supplier partners play an incredibly important part in
delivering on these commitments - and we can’t do it without you.

Today we work together with hundreds of small suppliers ranging
from food and beverage, health and beauty, right through to product
distributors and service providers. We partner with our supplier
community on exciting initiatives like FoodStarter, which propels
innovative start-ups onto New World shelves, as well as supplier
summits and joining forces with leading food organisations like the
Food Innovation Network to make a difference in the community.

Our commitment to all our suppliers

» Keeping you and your team safe in our places

« Investing in our relationships with you

- Being clear on our strategy and how you can engage and support

« Consulting with you, listening and considering your views all the time

+ Being consistent and fair, and explaining why we made a call

« We love innovation when it’s right for customers; if it is let’s go hard
on it together
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Stand
out

from
therest

Here are seven steps to give your brand and
products the best possible chance of landing on
the shelves and becoming a hit with customers.
We're in this together and want to work with you
to turn your product into the best thing since
sliced bread.
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Be customer driven




==~
Find out what your customers want first =©

o=
Our aspiration is to be one of the most customer o=
driven retailers in the world, which means ]
everything starts with the customer in our co-op. ﬂ%

We use insights and data from our largest groups gﬂ
of customers to shape our business decisions.

Start by researching customer demand, what your competitors are up
to, and the pricing structure of similar products. Find out who your core
customer is and use these insights to evolve your product into a winner.

Test your product with family members, friends, your neighbour’s pet dog -
and those outside your network because they might give you more honest
product reviews than your mother-in-law!

Food for
thought

O
o

« What makes your product different?
« What customer needs are your product catering for?
« How much is your customer willing to pay for it?

« What taste, texture, ingredients and quality is your customer
after in food?

« What scent, texture, content and quality are customers after?
« How functional is the packaging - is it durable and effective?

« How sustainable is your product and how does it impact the
environment?

« Are all of your product ingredients ethically sourced?

« What's the corporate social responsibility (CSR) story you can
tell about your product or brand?
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Bring your brand to life

Create appealing branding and marketing
materials to tell your story, including one
pagers and digital brochures.

These need to cover:

« Who your customer is

» Product descriptions and names
+ High quality product imagery

+ Brand overview and values

« Pitch and value proposition

« Contact information

THE FUTURE
REGINS AT HOME

If your product is a food item, make sure you design sustainable
packaging that meets all New Zealand’s food regulations and
complements your brand’s values and personality. If you're working with
a contract manufacturer, check they have all the relevant food safety
certifications that meet New Zealand regulations. If you're producing

it yourself, you’ll need all the relevant food safety certification for your
production facility. This is important because you'll need to be able to
produce this certification to become an approved supplier of Foodies.

If you're after some advice, there are some great local companies set up
especially to help New Zealand’s small innovative suppliers, like the Food
Innovation Network. Make sure you get in touch with them if you need
any help, especially during your product development stage. You can
also connect with us at Foodies through our Emerging Business Manager,
and at our supplier events throughout the year.
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Work out your pricing

Know the market value of your product

Research the market value of your product, keeping in
mind if your target customer is in the price-conscious,
mid-market or up-market price bracket. Every customer
is looking for value - so this means looking at the
average retail price of your item and working out where
your product stands next to competitors within the
price bracket you want to operate in.

Work out your price structure

Based on your research, set up a pricing structure that factors in your
production and distribution costs. Once you’ve worked out your pricing,
be sure to set aside some funding for product promotions and in-store
merchandising to help your product stand out from the rest. Alternatively,
your product may not be that elastic and we may choose together to
position it at an everyday low price. If this is the case, check your pricing
structure gives you a competitive everyday price compared to your
competitor brands. We can talk you through this.

The Food Innovation Network has this super helpful map of the route your
product will take on the way to market.

NPD process completed

lNext step... Marketing Marketing

Transport

manufacturing » who pays for advertising
« discounts/promos

Ingredients —

= 2\ Costs *RRP i
HE *margin
Packaging > | S= DSB] “] °
- ) . NATIONAL
—9 Direct to consumer
Labels including =3 | . Cost of manufacture — - freight costs

NIP (Nutrition - Minimum quantities « Farmers market or

Information Panel)  Cost of compliance « online - cost of online
platform

- food safety \
« courier costs
- consents

- staff/labour CEIEIEgY

Distributor >

Don’t forget to pay yourself Pep——
(or at least acknowledge that GLOBAL 1-M: —_
\

you're not) eCommerce distributor
platform
eg Amazon

. . Retailer
foodinnovationnetwork.co.nz
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Know how far you can distribute

To efficiently prepare your supply chain, estimate demand and set your
sales goals. Understand how far your distribution reach is, how many
stores you're targeting, and where they're located.

Plan for everything

Damage, shipping delays, bad weather and unexpected events can all
affect the efficiency of your supply chain. Be prepared for any potential

o
LI ne u p you r delays or situations by considering the location of each of your supply
°
supply chain

chain partners and understanding the potential factors at play.

Set up a tracking system

We recommend having a tracking system to make your supply chain
really easy to track. This should allow you to:

» Track packages the moment they leave your facility or supplier network
» Keep a digital record of activities

» Show your entire supply chain, including inventory, suppliers
and categories

]
©
‘al =1
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Have a multi-channel marketing strategy
Be ready to share your marketing strategy and metrics, and show how
your advertising plan drives sales and demand - plus how this will boost

the performance of your product on the shelf.

Have a chat with your local store about their discretionary off-location
Promote p romote display space to help grab your customers’ attention in store. To help

f 4 / 4 with this conversation, be armed with what makes your product a
compelling choice for the store and their local customers. Be clear on
p romote your point of difference, and how many more sales you think you'll see

by having an extra off-location space for a short amount of time (no more
than a week at a time).

Be active on social media

Create a consistent look and feel across your
social channels to showcase your brand, with
the same social handle or name across all
your channels including Facebook, Instagram,
LinkedIn, TikTok and Twitter.

Start posting regularly and highlight your
brand news, milestones and results, including
product launches, partnership deals and team
announcements to personalise your brand and
put a friendly face to the name.

Tell your story

Work with a range of journalists and writers to tell your
brand story in the media. This can be through digital
news articles or TV stories, along with press releases
and ads. You can also use your own website as a blog
to publish content.

Once you are in store, our Foodies teams can work
with you on how to tell your story.
Small Supplier Guide | 13
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Learn the lay
of the land
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Deep dive into Foodies

Dedicate some time to understanding

our co-op, our brands and our customer
journey. Our website is a great place to start: s
www.foodstuffs.co.nz \ b

We also recommend studying market reports and
visiting some of our stores to get to know the lay of the land including:

« Store layout and location of products

« Diversity and variety of products similar to your brand

« Communities surrounding stores and their customer demographics
+ Talk to our store teams about what they need from a supplier partner

Have a chat with our Emerging Business Manager about their top
priorities and opportunities, including:

« Any product categories that are over-ranged, as these will be the
hardest to be successful in

+ Product categories that are under-ranged, where customers would
appreciate more choice

« Our Private Label products and the role these play in your category

« Any gaps in our categories, which you may be able to fill

Connect with other suppliers

See if you can connect with any of our other suppliers and find out
what they’ve learnt so far. They’ll make great mentors and coaches as
you start on this journey.
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Brush up your
elevator pitch

Keep it simple
Tell your story and keep your messaging concise, understandable and
impactful. We're all humans, after all!

Use your elevator pitch to zero in on your niche. What makes your
product different from everything else out there? Why do people buy
your products? What customer needs are you catering for? Keep these
answers handy as we get into the nitty gritty details in our conversations.

Don’t be afraid to get personal

There’s nothing better than face-to-face, so try and meet in person to
build relationships. If this is not possible, create personal connections
digitally by personalising your communications and request a virtual
catch up over Microsoft Teams or Zoom.
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Grow your category

Congratulations, you've made it on the shelf! What now?

We're excited about working together with you to deliver an
awesome shopping experience for our customers. Here are our top
tips for what to do next:

« Have a look at our promotional programmes and where you'd like
to get involved

« We will look together at your results and decide on what path your
next steps should take

« When you start experiencing significant growth, be ready to scale
up your supply chain so there’s always enough stock available for
customers

» Set up an annual business review alongside our Emerging Business
Manager and relevant Category Manager

« Start conversations with customer insights and how your product
is driving category growth

« In the unlikely event something goes wrong with your product or
packaging, just contact our Food Safety team at Foodies and your
Category Manager as quickly as possible so they can help you. It’s
also worth familiarising yourself with the recall process.

Data is king

Make the most of internal and external data to influence all your
business decisions, including insights from companies like Nielsen,
IRl and dunnhumby. Share any category trends from your brand’s
perspective. Once you are underway we can help you introduce you to
these companies.

Innovate like there’s no tomorrow

Keep innovating, launching exciting new products and growing your
category with a laser focus on customer trends and themes.

Ask for a copy of our new

product development (NPD) —z_——?—
calendar so you can plan :

ahead when to launch your

exciting new products each :

year. We've created this New Product Development Calendar

Grocery (Edible)

monthly calendar to make
it easier to plan ahead and
showcase the categories
where our customers are
telling us they'd like to see
more innovation.




Customer

We have category reviews to make it easier for our customers to shop
in our stores, and make sure the products that matter most to them are

displayed prominently on the shelf, at an affordable price. At every step of

driven
category
reviews

in the door.

on the shelf.

Customer
driven
range

We share the
category range,
cost and terms

Our systems are
updated with the
new details for
stores

o

1

A category is
prioritised for
review

O\IIO

4

Then we work together
with suppliers to get
the best deal for our

customers

®

7

Stores order new
range then relay to the
planograms, adding
local range as needed

the process, we're guided by customer data and insights to deepen our
understanding of their different shopper needs, so we can make sure we
have the right products in the right place at the right time when they walk

Here’s the process we go through to end up with a customer driven range

R@R
2

We start with customer

insights, market and
trends to work out the
category strategy

@

oUo0o
3

We add
commercial
insight

@

The updated range is
now on the shelf for
our customers across
all our stores
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Scooping up
a treat for
customers
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The team at Wooden Spoon have been building their
mouthwatering ice cream brand in Wellington since 2012,
and first appeared in our freezers in 2013. They've shared
a few reflections and tips from their journey with Foodies
to help others who are starting out.

What's the story behind your brand?

When we started Wooden Spoon, the ice cream landscape in the freezers
was very different. There was not a lot of artisanal representation from
small, local brands. There wasn’t the variety of flavours we were used

to seeing (both our founders, Midori and Sharon, are not originally from
New Zealand). Out of a desire to eat great ice cream that we loved, and
knowing we had access to incredible, local ingredients and the world’s
best dairy, Wooden Spoon was born.

Wooden Spoon started out as an ‘ice cream of the month’ subscription
service. We made two unique flavours each month and people who
signed up would receive these tubs once a month delivered directly

to their door. While this is fairly commonplace now, at the time, the
subscription/delivery model for food was also a brand new concept in
New Zealand, and flavours like ‘Chocolate + Sea Salt’

‘Key Lime Pie’ or our inevitable best seller, ‘Smokey

Pokey’ (caramel and sea salt with chocolate
covered hokey pokey), did not exist.

Our brand awareness spread
predominantly through word of mouth
and press interest. We started receiving
invitations to sell our products at local
stores, then stores outside the region,
which led to us being invited to sell our
products at Foodstuffs stores.

SMOKEY POKEY

iee cream




How has being a supplier shaped and challenged your
business?

New World Thorndon was our first Foodies store, and they approached

us about selling in store. From there we entered New World Wellington

City. Both of these stores are, to this day, our best-selling stores and are
incredibly supportive of our brand.

Becoming a supplier has changed how we understand selling in a retail
capacity. We have learned so much about the business simply by going
through setting ourselves up as suppliers. This can be anything from the
types of barcodes required, to the type of packaging that would best suit
the freezers we were displaying our products in, as well as understanding
in real time, how our packaging and branding impacts our customers.

Neither of us had a professional background that worked with markets

previously or had an understanding of the expectations from the markets.

While the learning curve was steep, and definitely challenging at times,
the lessons it has taught us have been invaluable.

What's been the best part and hardest part of your journey
as a supplier?

The best part of our journey has been being able to get our products out
to customers in major retail spaces across New Zealand. It’s a privilege to
be able to sell in a nationally represented supermarket where we have the
ability to walk into any store - even as a really small supplier - and speak
to them and potentially get our product in their store.

However, as a small brand, this same opportunity can be riddled with
challenges because we’re competing with larger brands who have a lot
more resources than us.

Wooden Spoon has always been a community-focused brand. As a
result, we have a strong and loyal local following who have continued to
support us and kept up our sales at big, local stores. While this has been
wonderful and rewarding, a continuing challenge for us remains getting
that brand awareness and deals to customers - essentially having our
voices heard above the noise in the market.
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DOUBLE DUTCH

lightly salted vanilla ice cream between %
gluten-free, double chocolate chip cookies

R
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What innovations or developments are you most proud of
delivering for your customers?

We've taken a lot of pride in Wooden Spoon always and consistently being
ahead of the curve when it comes to product innovation. Some of what
we've done is bog standard now, but at the time we did these things, no
one else was doing them. In 2013, for example, one of our first flavours
we released into the markets was a collaboration with local fair-trade,
organic coffee heroes, Peoples Coffee. The flavour was called Peoples

Ca Phe Da, in reference to the rocket fuel coffee drink of South East

Asia. We continued with the collaborations for years with other foodie
heavyweights: Zany Zeus, Fix & Fogg, and Garage Project to name a few.

In 2014, we released our ice cream sandwich line to a bewildered and
curious New Zealand audience. We lost track of how many people asked
us about this concept: two cookies with ice cream in the middle (a
‘sandwich’). This too, became commonplace around the country, but we
knew through market research that our product was the first of its kind in
the country.

In 2018 we released the first vegan ice cream range made in New Zealand
with cashew milk, and in 2020 we released a new range of vegan ice
cream made with oat milk. This was a direct response to the overwhelming
amount of vegan ice cream made with coconut milk. We thought the
vegan audience would appreciate a flavour alternative to coconut.

In 2020, in response to the COVID-19 outbreak, we pivoted and started
offering our ice cream delivery service again. The option has proven so
popular and such a great way to showcase our innovative flavour range,
that we've continued to offer it to this day.
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What advice would you give to other start-ups and innovators?

« Consider your brand from the outside and work from there, as if you're
speaking to someone who has no idea who you are or what your story is.
Develop communication around that idea, so when you hit the shelves,
you have an opportunity to stand out.

« Whatever category you're in, innovate. There’s always something new you
can do. Look overseas and see what people are doing there in your sector,
scour the internet for ideas that you can bring into your product. Imitation
is not the sincerest form of flattery, so once your idea is out there, make
sure the world knows about it.

« Invest in a marketing strategy as much as you can afford. Also, good
photography goes a long way.

« Consider the GP expectations and discount costs into your product costs.

« Demo, demo, demo to get your product in front of people and have them
try it. We've had a lot of success introducing our brand this way.




Article Number - this is a unique number we assign to your product in
our SAP system.

‘ Compulsory (C) - if your product is marked as compulsory, this means
you’ll be stocked in the cluster of stores of a similar size, whether it be
small (all stores), medium (medium and large stores) or large stores.

sO what do a I I t hose Everyday Low Price (ELDP) - this is a pricing strategy we use within
New World. EDLP products have set retail pricing for a minimum of 13
weeks in store and provide ‘good’ pricing for products that are highly
wor s a n acro nyms important to our customers and are generally non-elastic when it comes
, to promotional upswings.
mea n ® Extended Range (ER) - this product can be on the shelf as part of either
the Recommended Range (RR), Optional Range (OR) or Local Range (LR).
Local Range (LR) - this is for our small suppliers who have the ability
to supply local stores only. This is a great stepping stone start for our

smallest supply partners, and means you can get your foot in the door at
your local stores.

Net Net Price - this is the price stores will pay after all terms and
promotional discounts are accounted for. Settlement and any
merchandising terms are separate.

Product Group (PG) - if you have a group of products that all share the
same cost price and carton quantity, they’ll become a product group.
This means you can promote the group together when you're running
promotional programmes.

Recommended Range (RR) - all our stores can select from a
recommended list of products to complement their compulsory range. If
your product is in the recommended range, it’ll be ranked by add order.
Add order tells our stores how important your product is the eyes of our
customers using measures like rate of sale, customer loyalty and share of
wallet (how much customers spend on your product on average versus
other products in the category).

Grocery shopping
just got easier
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Settlement Discount - this covers the administration aspect of doing
business with us. It’s linked to how quickly you need payment based on
your cashflow needs. The most common term is 2.5% OT (on time), with
payment to you on the last trading day of the month following the invoice.

Warehouse Withdrawal Price (WWP) - this is a discount you fund when
your product is on promotion and in our distribution centres, so our
stores can purchase at a lower cost during the promotional period.

Store Cluster - this is where we group similar stores together in order
to allow us to provide personalised range recommendation to stores.

We assess stores by shopping missions, demographics, geographical
locations and size of store.

Background Products - these products customers tend to buy only when
needed and customers are less influenced by promotional price points.

Basket Penetration - this is the proportion of baskets that contain a
specific product or product group. These baskets are then compared to
the overall basket count during the same period.

Pricing Quadrants - we have four pricing quadrants shown below that

a product could fall into. Products will fit into a quadrant dependent on
how important they are to a customers price perception and how much a
decision to purchase is influenced by promotional price changes.

Quadrant 1 - Everyday Low Price (EDLP - New World; EDV - Pak’n

Save; EGP - Four Square). These products will have set pricing for
a minimum of 13 weeks in store and will provide ‘good’ pricing for
products that are highly important to our customers and generally
non-elastic when it comes to promotional swings.

Quadrant 2 - Hybrid - These are the products that matter the most
to our customers so we need to make sure the everyday shelf price
is very competitive and that we go extra low on promotion so our
customers are getting a great price.
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Quadrant 3 - Hi-Lo - These products are slightly less important to
customers but still react well to good promotional activity.

Quadrant 4 - Normal Price - Our final quadrant are for those
products that are the least price sensitive for customers and

they are less influenced by promotional activity. On a lot of these
products having a fair everyday price with no promotional program
is the right approach.

Hi-Lo Hybrid
Products that are regularly Key products at low prices and
promoted regularly promoted

More

Normal Price Every Day Low Price
Products that are promoted less Key Products at everyday low
frequently prices for longer

Responsive to discounts

Less

—

Less  |mportance for customer price perception M

Customer Driven - we manage all of our strategies with our customer
in mind first. We use data and customer insights to drive our operations,
strategy and people to make the right decisions for our customers that
will drive sales.

dunnhumby (DH) - we partner with these guys as the global leader in
customer data. Through DH we get the tools and reports to enable us
to make the right customer led decisions in our journey to be one of the
world most customer driven retailers.

DH Assortment - this is one of the key DH tools we use that provides
recommendations for product ranging. These recommendations come
from customer buying behaviour and product substitutability.
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Key Competitive Items (KCI) - these are products that influence our
customers perception of how competitive our stores are.

Key Value Items (KVI) - if your product is a KVI then it is one that has the
greatest influence on how our customers perceive value when they shop
with us. They are really important to both our most loyal customers and
most price sensitive customers. They are also our most elastic products
(so respond the most to promotional lows).

Need State - we talk a lot about need states which we use to group
similar products together where customers could choose to substitute a
product for another ‘like’ product. Essentially, products grouped together
by need states are products which fulfill a similar need for a customer.

Price Elasticity - measures the change in sales volume based on the
change in price. So if a product is elastic when the price changes the
volume will change as well. It used in particular around ensuring we have
the right products on promotion and at the right price points.

Sales Dilutive - this is when we run a promotion which results in a loss of
sales overall. This is not a good promotion to run for us or our supplier.

Substitutability - this represents how often the same customer buys an
alternate product over time from the same need state.
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Who to contact

We're here to help you. If you have any questions or need any more
information, please get in touch with our Emerging Business Manager
or reach out through our website and we’ll make sure you're put in
touch with the right person.

www.foodstuffs.co.nz
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