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Fundamental to the successful application of the retail ready packaging industry
guidelines identified in the Toolkit is the mutual recognition of the legitimate
interests of all relevant parties.

The Toolkit provides the basis f or industry standards and should be supplemented
by retail specific specifications , trading partner discussions and product /
category considerations.
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ECRAustralasia 9 working together for total customer
satisfaction

Efficient C onsumer Response (ECR) is a business concept aimed at better
satisfying consumer needs, through businesses and trading partners working
together.

In doing so, ECR best practice will deliver superior business results by reducing
costs at all stages througho ut the supply chain, achieving efficiency and
streamlined processes. ECR best practices can deliver improved range,
consumer value, sales, service , convenience offerings and uniform industry
standards . This in turn will lead to greater satisfaction of cons  umer needs.

In 2006 the ECR Australasia Board recognised the need to develop common
industry standards and guidelines to assist retailers, suppliers, wholesalers and
packaging companies implement sustainable alternate packing solutions such
as Retail Ready Packaging (RRP) .

Unlike other ECR concepts RRPis not a standalone best practice and it can
impact numerous elements of the supply chain. If not implemented with due
consideration to these impacts it has the potential to increase costs and
reduce effici encies. Retaill Ready Packaging & A focus on Shelf Ready
Packaging, an Industry Toolkit (Toolkit) was published in 2006 to address these
issues.

This second edition of the Toolkit provides industry leadership, education and
guidance on key issue s. RRP continues to be a balancing act between
possible in -store cost savings and efficiency improvements against a cost
impost to suppliers.

ECR Europe maintains the lead on developing a range of blue books, tools and
recommendations for the development of RRP so lutions. To ensure approaches
to RRP are global ECR Australasia recommends and highlights in this document
the ECR Europe practices relevant to Australia and New Zealand. For further
information visit www.ecrnet.org

For more information about ECR Australasia  visit www.ecraustralasia.org.au

Contact details
Efficient Consumer Response Australasia

C/ - Australian Food and Grocery Council
Locked Bag 1, Kingston ACT 2604
Telephone: (02) 6273 1466

Facsimile: (02) 6273 1477

E-mail: afgc@afgc.org.au

Website: www.afgc.org.au
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Endorsements

ECRA endorses a national approach to dev eloping and implementing RRP
standards. It provides guidance to the industry on the adoption of these

standards to ensure benefit to the consumer without significantly impacting

supply chain efficiency. = ECRA considers the competitive advantage lies in the
implementation and in  -store executio n of packaging options developed using
industry standards .
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Eight Critical Steps

ECRA has identified eight critical steps to effective implement ation . They are
listed below along wit h references to the relevant sections in the Toolkit.

Critical Implementation Steps | Toolkit and Checklists

1 Trading partners to jointly agree priorities and e Guiding principles
seek long term commitment. « Prioritisation approach
» Decision tree

2 | Work the category 6 arrange for packaging « Implementation
teams and buyers to work the category, e Supplier implementation
identify / develop best in class options. considerations

¢ Retail implementation
considerations
« Development checklist

3 Seek agr eement on order multiple and e Merchandising requirements
replenishment targets.

4 Design RRPsolution. e Functional guidelines

« Implementation

e Supplier implementation
considerations

« Retail implementation
considerations

o Development checklist

5 Trial / Pilot solutions through the supply chain e Supplier implementation
including packaging process, warehous e, considerations
transport and stores. o Retail implementation

considerations

| 6 | Review and reach agreement. | o Commercial checklist |
| 7 | Agree on the solution and  implement . | « Implementation |
8 | Assess performance. « Implementations

« In-store audit checklist
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SECTION 1 ABOUT RETAIL READY PACKAGING
INTRODUCTION

Shce the publication in 2006 of Retail Ready Packaging & A Focus on Shel f Ready
Packaging an Industry Toolkit  significant changes  (such as global economic
slowdown; commodity price  volatility ; focus on sustainability; expansion of discount
retail outlets; oil price peaks etc) have taken place in the Australian and New
Zealand markets. Responding to these changes with the ability to adapt and
develop agile responsive supply chains is increas ingly important to food and
grocery manufacturers, suppliers, retailers and wholesalers.

Many of these factors have  had an in direct impac t on the implementation and
adoption of Retail Ready Packaging (RRP) solutions into the market. However it is
as a result of inadequate in -store execution; a lack of a clear whole of chain

business case; and cost complexity that wide spread adoption has no t been
evident.
In an Australian Food and Grocery Council (AFGC) survey conducte d in 2008,

in-store adoption was rat ed as poor across all retail groups.

In-store Uptake by Retailer
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Poor in-store execution , a lack of a clear business case and the i mpact to
packaging volumes are contentious issue saffect ing the whole industry and cannot
be resolved independently by either the supplier or retailer.

Whilst approaches over the past twelve months have been refined and
developed , some p roducts migrated to solutions and practices have evolv ed for
both retailers and suppliers , the key restrictions to implementation have not been
adequately addressed .
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It is the intent of this Toolkit to highlight and respond to some of the more significant
issues identified as barriers to the adoption of RRP solutions. The following table
provides a s ummary of some of these issues and the industry challenge in

overcoming them.

| Supplier Concerns

| Retailer Concerns

| Industry Challenge

How much will it cost?

How and where are the
savings generated?

Provide evidence of the
value of RRP, not just the
cost.

Capability to deliver
RRP solutions?

good

How to ensure approval
and acceptance of a
poor quality RRP solution
does not occur?

Develop cost effective
solution s based on
functional requirements.

How to justify investment?

Is there evidence of sales
and availability
improvements?

Development of a robust
business case
demonstrating cost
efficiency and benefits
along the whole chain.

Is RRP a long term solution
or justa fad ?

Will the vendor community
be prepared to commit to
a RRP based system on
past experience?

Clearly communicate
strategy and share/
demonstrate benefits.

Will different retailers call
for different solutions?

Will adopting the
standards provide a
competitive advantage?

Endorse and use industry
standards and drive in -
store practices to deliver
the competitive
advantage.

How to build requirements
into new product
development cycles?

How to develop early
supplier engag ement and
involvement in the
process?

Establish clear priorities, if
possible across retailers, to
facilitate industry
alignment.

Does it lead to a reduction
in order multiple?

How does it impact on
replenishment processes
in-store?

Clarity on th e impact to
the order multiple.

Will RRP solutions be used
in-store?

What changes need to be
made to in -store
processes ?

Critical mass required
enabling effective
business case analysis.

Will packaging volumes
increase as a result?

How will RRP impact
packaging and recycling
volumes?

Understand the impact to
sustainability and
packaging volumes.

How to negotiate the final
solution between retalil
organisations?

What if a competitor asks
for a solution not suitable
for my business?

Seek comm onality
between highly
competitive retailers
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Whilst there are s ignificant challenges to be addressed by companies, with their
trading partners and within the industry  , the fundamental driver for RRP remains:

Key Driver

Improve in -store efficiency through increased

speed of replenishment leading to better on -shelf
availability and increased sales.

10 of 80



GUIDING PRINCIPLES

To guide the discussions between trading partners , the following principles  were
developed and detailed in Retail Ready Packaging 0 A Focus on SRP, an Industry
Toolkit, 2006.

The Guiding Principles remain valid and trading partners are encouraged to
adopt them a t the commencement of their discussion s. The principles are listed
below and detailed in the 2006 publication.

Guiding Principles

Always of value to the shopper, retailer and manufacturer
Compliance with total supply chain efficiency

Avoid fragmentation and complexity

Maintain brand identity

Measure implementation

Requirement of long -term commitment from retailers and

manufacturers

Compliance with Occupational Health and Safety

requirements
Compliance with the Austral ian National Packaging

Covenant and New Zealand Packaging Accord

These principles are adopted from EC(
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SECTION 2 THE BASICF RETAIL READY PACKAGING

The following section provides basic information on the types of RRP available,
key functional design guidelines and principles of impacting the optimal pack
configuration.

OPTIONS

RRP defines forms of packaging that are designed to maximise the speed of shelf
replenishment within the store.  For the purpose of this toolkit five distin  ct forms of
packaging have been identified.

Retail Ready Packaging Options

Replenishment Ready
Shelf Ready

Display Ready
Infrastructure / Hardware
Not Ready
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Packaging Description Examples Qualifiers Suitable For
Options
Replenishment | Arrives Geady 0 Load device e Replenishment speed Medium, loose,
Ready increased bulky goods.

Hang cells o Secondary packaging  not
(Easy Open) placed onto shelf but  may

aid in faster replenishment
o Minimum off shelf waste
o —

Shelf Ready Case to shelf in Tray & shrink o Efficient and effective Small to medium

one movement

replenishment.

size pack sizes.

Machine « Secondary packaging used
erect wrap on shelf.
around « Removal and disposal of
secondary packaging from
Regular shelf.
slotted
carton
Tray & hood
Display Ready | Stand alone Fully formed Promotional
display units. display, e Product in display format 6 off | stock, gondola
prepared off location. end, off location
site. e Low cost replenishment. display , dollies.
« Secondary/tertiary
packaging may be part of
the display.
« Removal and disposal of
display module.
e Process on costs (production,
transport & reverse logistics)
« Must be high velocity to
deman d the space/cube.
Infrastructure/ Product displayed Fridges, Bins « Simple effective Fruit,
Hardware in permanent or Hoppers , replenishment. vegetables, mil k.
returnable units. Crates e Limit the requirement for

secondary/ tertiary
packaging.

« Retailer/supplier has
permanent infrastructure/
hardware.

« Removal, hygiene and return
of hardware or in -store
hygiene of infrastructure.
Process on costs (production,
transport & reverse logistics)
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Not Ready Individual unit Trade unit Utilises space cube well. Large, bulky
decanting, Shipper No change to goods.
product Shelves replenishment practices.
packed directly Secondary packaging Small displays
onto shelf. disposed post

replenishment.

Decanted single packs to
shelf.

No off shelf waste post shop.
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FUNCTIONAL GUIDELINES
Functional requirements underpin the implementation of all forms of RRP and
should allow trading partners a framework for open dialogue to avoid prescri bed

solutions or technical specifications and assist in developing solutions for products
and categories on a case  -by-case basis.

Functional Requirement

Easy to ldentify
Easy to Open

Easy to Shelf
Easy to Shop
Easy to Dispose

Easy to Identify

Easy identification assists the choice of the
correct product and rotation of stock through
the supply chain with particular emphasis on the
distribution centre, back of store and shelf
replenishment processes.

Packaging should clearly communicate what is
inside. This communication should be visible on
more than one side to maximise the chances of
the information being sighted, for example when
the product is on a pallet or in a roll cage.

Packaging should be easily identified as retail
ready.

Easy to Open

The packaging should facilitate easier and
quicker replenishment processes. It should allow
for easy open ing in one or two steps preferably
without the aid of tools such as knives.

The opening process should be intuitive: store
personnel should be able to see how to open ,
how to use and how to dispose.

15 of 80



Easy to Shelf

RRP should enable quicker, faster and simpler
replenishment  processes than  decanting

individual product. Without this requirement
being met, the solution is not fit for ~ the purpose.

The packaging must be strong enough to
maintain the integrity of the consumer units
through the supply chain.

Easy to Shop

The RRP should not create any barriers to
purchase. The shopper should be able to easily
select and return the product if they choose. The
RRP should allow the shopper to easily identify
the brand, product and variant whilst not
hindering their ability to self -select.

The colour of the shelf portion should be
complementary to the product and variant,
maximising the visual brand impact. Generic
marketing messages are permitted but
promotional messages and flags are not. Raw
brown board is not acceptable.

Easy to Dispose

Packaging materials chosen should be
recyclable or re-usable and appropriate logos

should be displayed on the base panel. For

product s with multiple packaging type materials
should be e asily separated for recycling.
Packaging should be easy to stack and remove
from store aisles.
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Environmental Focus

Consumer environmental concerns, including the im pact of packaging waste, are

at an all time high. The challenge for the food and grocery industry is to tackle
these environmental issues whil st driving costs out of the supply chain.

The National Packaging Covenant (NPC) and the Packaging Accord (PA) are
primary vehicles in Australia and New Zealand respectively for the management
and reduction of packaging waste. The introduction to RRP alongside the NPC
and PA has resulted in a greater focus on packaging decisions by many
companies.

Packaging play s an important role within the supply chain , protecting the

consumer goods, reducing the risk of damage and waste. Good RRP solutions will

deliver the product to the retail store in a first  -rate condition, whilst seeking to

address the critical issue of su stainability. It is important that the implementation of
RRP is compatible with industry goals of becoming more sustainable.
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Stakeholder Requirements

Appropriate packaging allows for th e flow of goods and information, it is vital in

meeting the various stakeh older requirements along the value chain.
Understanding the expectations of packaging within each particiaeant 0s
will assist in a more collaborative app roach, w hilst ensuring focus and
consideration on the  shopper requirements are met.

Requirements

The Manufacturer

The packaging co sts must be as low as possible

Consumer and outer packagin g must be easy to fill and seal
Carful consideration of product to packaging ratios

Provide relevant information to assist in the warehouse/transport task

The Carrier

Pallet overhang can cause damage to goods and should be avoided
e Clear markings on pallets, in accordance the applicable regulations
e.g. dangerous goods
e Seek opportunities to maximize the vehicle fill

The Distribution Centre

e Pallets and ¢ artons must be easy to identify

e The barcode should meet GS1 standards

e It must be possible for product to be inaroll  -tainer or on a pallet without
substantial damage

e Quter pack weights must meet OHS requirements

The Store

e The outer pack must be mark ed/easy to identify at the back of store

e The bar codes must be sufficiently clear to be read by a scanner

e The outer pack must be easy to open

e The pack aging must be suitably robust to secure the consumer packs
during the replenishment process.

The Shopper
e The information on the consumer  unit must be easy to read
e The consumer unit must be easy to select and if necessary replace.
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Bringing the Options and Functional Guidelines together

The introduction of RRP must address the perspective of the total supply chain
and each of the key participants within it. Product migrated to RRP that meets

the supply chain criteria but is not easy for the consumer to shop is not an
effective solution, conversely a solution that is not robust enough to ma intain its
form throughout the transport and distribution processes is also not effective.

Packaging solutions must be developed to meet the characteristics of the
product, the supply chain and the  shopper needs . The functional guidelines
should be appli ed to all forms of RRP. The following table provides the basic
information and requirements to be considered for each type of RRP

Easy To Replenishment Ready

Product visible through the package or clear representation of the product.
Clearly printed brand, product and variant on at least 2 sides.

Product text as large as practical.

Best before dates clear and legible, location and print should facilitate stock
rotation by store staff.

e GSl1 identifications (e.g. Pallet Lab els) are easily accessible and scanned by
staff during handling.

Identify
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