Keep Channel Relationships Strong
by Ronald L. Shaw

Today, wholesalers and retailers expect more from faatwrers than ever before. Findings
from a study of some of the nation’s top wholesades retailers point to three major factors
that drive relationship strength between manufacturetsrentradePartnership Attitude,
Category Management Expertise and Ease of Access

Factor #1: Partnership Attitude

The first major factor in trade relationship strengtthes presence of a healthy ‘partnership
attitude’. Today, the concept of ‘partnership’ is beingneixed and re-evaluated from all angles.
The ability to identify thenutual costand thenutual benefitef the partnership is at the center
of the discussion. Essentially, there are two coraptsof a healthy partnership attitude:

Mutual Focus on the Consumeil he first component of a healthy partnership attitudeeis th
willingness of both partners to keep the focus orctimsumerlit’s no secret that over the years,
the balance of power has shifted between manufactanerghe trade. Nevertheless, all trading
partners must acknowledge that the ultimate customee eotisumer

Mutual Trust & RespeetThe second component of a healthy partnership attitudeusligawo
sides of the same cointrust and respectTrust’ is the thing that holds the relationship together,
while ‘respect’is the residual effect of sustained trust. For trustéavgthere must beeward
sharing and it must béair and equitable

Factor #2: Category Management Expertise

The second major driver of trade relationship strengfieiceived expertise in category
management’. Category management is a complex systkenowfedge and skills that holds
much lure for the trade. Wholesalers and retailers éxpanufacturers to have this tool and be
very good at using it. It's an opportunity for savvy manufeats to ‘show their stuff’ and gain
real competitive advantage. Skillfully used, categorpag@ment expertise link®nsumer
expertise, efficient consumer response and promotional effonisiximize profitable category
growth.

Consumer ExpertiseThe first component of category management expertisensumer
expertise’. This is at the heart of effective categoanagement. It’'s a powerful knowledge base
that’s rooted in research and empowered by solid strategidrig. The manufacturer has the
big picture, but the retailer has the local view. Tlaglérexpects their suppliers to not oméye
consumer expertise, but sbareit with them as well.
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Efficient Consumer Respors&he second component of perceived category management
expertise is excellence in ‘Efficient Consumer Respo(ECR). As in the world, it's all about
economics. ECR has been identified as a $30 billion oppioy in the United States alone.
Demands for excellence in ECR have grown immenselytlagre’s a new sense of urgency. The
case is very compelling: a dollar saved goes directly tbaktem line.

Wise & Effective Promotional PrograrmsT he third component of perceived category
management expertise is ‘wise and effective promotpmgrams’. Wholesalers and retailers
are learning to view promotional programs as category-ingildpportunities and not just as
quick wins for their bottom lines. Wise and effectivempational programs help translate
consumer expertise into incremental profits in thartstermand the long term. Moreover, while
promotional programs are still critical to the finan@atcess of many in the trade, there are
different views on what constitutes effective prograsigie Nearly all agree that the programs
need to bdair and equitableand most expect the design of promotional programs & be
cooperative process geared toward mutual bene&thaps more than any other activity,
promotional programming reflects the extent of a manufacts alignment to the trade’s
business strategy. The trade expects manufacturers totkaovibusiness strategy and to help
them implement it through wise and effective promotigmagramming.

Factor #3: Ease of Access

The third major factor that drives trade relationshiprggth is ‘ease of access’. It involves access
to decision-makers, resources and informatitinis seen as the clearest evidence of the
partnership attitude described above.

Access to Decision-MakersT he trade expects to have access to the manufactdesision-
making authorities. Unfortunately, theck of access to key decision-makers is currently
frustrating them. Having this access is seen as eviddracbealthy relationshipret having it
is seen as evidence of weakness in the relationshgpdiSbrete buy-sedventhas given way to
arelationshipthat requires each partner to be empowered to act quiokbghalf of the other.
Consequently, the trade wants to seetinuity and accountabilitin the ranks of Sales,
Marketing and other key groups in order to build relationsamsachieve mutual benefits.

Access to Resourced oday’s economic realities put even the best of waigthips to a real test.
Retailers and wholesalers caught in a profit squeezieamang more on the resources of their
best suppliers. They want manufacturers dedicated tolih&iness who will care about them
and help them develop and implement plans for categowtlyrand cost reduction. They expect
the savviest manufacturers to provide these resourcegangthat it will pay off forboth sides

in the long run. Failure to provide these resources is ddwesome as lack of commitment in
the relationship.

Access to Informatier- Wholesalers and retailers expect to be informed andeatwnist
pandered toThey expect meetings and other forms of communicat@bs clear, concise,
information-packed and results-oriented. It's a morenass-like environment than before. The
stakes are higher. Accurate information and easy atwés®sters a healthy businediglog.
Ultimately, trading partners that learn to trust eatieiowith key information stand a far better
chance of making wise business decisions that bengbasiés involved.
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A Prescription for Strong Trade Relationships

Here are some tips for building and keeping strong tradaaes$hips:

1.

Assess trade partner attitudes on a regular.Hastermine which trading partners are
most valuable to your future success and interview thevaratus levels within their
organization, and across functional areas. Find outthewreally feel about your
company’s policies and practices.

Revisit the key drivers of trade relationship strengtla eegular basisThe drivers listed
here are a good place to start, but the relative irapoet of these factors will change
over time as new benchmarks are established and newsface identified. Keep up to
date by revisiting the process at regular intervals—at éasy two years. Bridge the
time gap and illuminate findings with interim focused dg&sions.

Use a variety of modalities from one time to the n@stan example, if you usually
interview merchandising managenslividually, next time you may want to talk with
them in the context of small, cross-functional roualdl¢ discussions. This could provide
a different look and additional insights.

Interview key customer contacts face-to-face if possibés can improve the validity of
the information gathered, because it sometimes promaies complete self-disclosure.
Plus, you can get additional insights from non-verbalroanication.

Communicate the results of the assessment to tradeepafell them: a) what the key
findings were, b) what you’ll do to act on the key findingisd ¢) what these actions
should mean to them.

Make real, continuous process improvements based orgaksrUse your trading
partners as sounding boardor alternative improvement scenarios. Find out whay t
think will and will not work—and why Engage them in the process. Theally surprise
them—actuallyusethe research results to drive continuous improvement.

Approach the effort as a ‘research’ initiative rattiem a ‘sales’ initiativeUse an
independentesource rather than your own employees to assesténgth of your

trading relationships. ‘Perception of bias’ is inevitahlself-conducted research and the
respondent may think the interviewer has a hidden agendaewxiogthot that's really

true. Information must benfilteredand the perception of bias must be overcome for the
results to be fully accepted on both sides of theiosistip.

About the Author: Ron Shaw is President of Shaw Marketing Partners, adlestaonsulting
firm headquartered in Carmel, Indiana. Ron’s career spans 35 years in tingrkeanagement,
consulting, and research. He can be reached at 317-818-0400, via e-mail at
Ron@ShawMarketing.cqrar on the web @ww.ShawMarketing.com
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