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Executive summary

To satisfy customer requirements profitably, food and beverage (F&B) manufacturers must
work at the pace of change, which has accelerated in regulations, consumer buying
patterns, and the needs of retail, restaurant, and industrial foodservice customers. In fact, a
“New Economy” is emerging with constant and rapid changes in costs, demand trends,
consumer preferences, customer needs, niche markets, safety and environmental
regulations, and competitors (who often now include retail customers). In this New
Economy, F&B companies face three major challenges:

Innovating — while maintaining operational efficiency

Achieving sustainability to differentiate and to comply with food safety and
environmental regulations

Improving supply chain responsiveness and collaboration in the face of volatility.

To meet these challenges, F&B manufacturers are taking advantage of two significant shifts.
First, consumers around the globe are taking an active interest in any brand or company
that caters to their special interests such as health, allergies, product safety or ecological
sustainability. Second, joint ventures and partnerships allow companies to create fresh and
innovative products, to gain traction quickly in new market segments, and to expand into
new regions.

At the same time, these innovations and partnerships create a more complex and
demanding environment than the traditional efficiency and volume-oriented operating model
for F&B. In fact, recent macro-economic shifts show that while demand may stay somewhat
steady, what consumers buy, how and where they buy it, and how and where they consume
it will change. Taste trends can change overnight as consumers, and especially younger
adults, communicate about new taste sensations instantaneously.

F&B companies must ensure that day-to-day and strategic activities take this complexity and
rapid change into account. To succeed and level the playing field, food and beverage
manufacturers need fully integrated, company-wide information systems that have
functionality to support specific F&B industry regulatory, seasonality, production, and supply
and demand chain issues. They also need real-time and mobile access to information not
only inside the company but to serve a variety of partner relationships.

Adapting to this New Economy has forced companies to further streamline their operations
for greater efficiencies and waste reduction in order to survive. However, this new business
environment clearly presents profitable opportunities for food and beverage companies that
are ready to unlock their innovation potential, demonstrate their commitment to
sustainability, and respond faster to changing market demands and customer requirements.

© 2010 Cambashi Limited 3
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The New Economy: Driving trends in Food & Beverage

F&B processors worldwide are working to change their business practices to stay
competitive and profitable in the New Economy. Regardless of where they are located or
which markets they serve, nearly all these companies experience similar issues.

The need for operational productivity even in the face of high workforce turnover is a
constant in the industry, to ensure margins even when retail customers prefer to sell their
own private label brands and consumers shop on price. Another constant is that F&B
companies do not usually have direct access to demand data, and rely on reporting from
their retail and foodservice customers. Beyond those core needs, current trends include:

Changing customer values

Increased competition with the growth of private label

Unpredictable or escalating costs

Shifts in emerging growth markets

Demand for healthier and safer products

Increased consumer concerns about sustainable ecological practices

Economic cycles and private label: The recession of 2008-2009 occurred with such
speed that few companies could match the changing demand for lower cost meals and
groceries. Fortunately, some companies had a financial cushion, since they had raised
prices in 2008. However, many consumers switched to lower-cost private label or store
brands, giving retailers more influence. Inthe US, shoppers increased their private label
purchases 10% in 2008, according to a joint Nielsen and Kroger study. Figure 1 shows how
the growth and share of private label goods varies by retail channel type. Worldwide,
private label reached 21% of total food sales and Nielsen forecasts it to reach 30% by 2015.

Private Label Dollar Sales Growth Private Label Dollar Share of Store Sales
20% +183% 0% q79%
+15.0%
15% | 15% - 130%
+9.8%
10% |- . 10% |-
5% 5%
1.5%
0% 0%
Supermarkets Drug Stores Convenience Supermarkets Drug Stores Corvenience
Stores Stores
Source: The Nielsen Company, YTD Dollar Sales Ending 06/09/08 vs. Year Ago, Total US
Figure 1: Private label is growing rapidly, and beyond the traditional supermarket and
drug store chains to other food and beverage outlets.

© 2010 Cambashi Limited 4
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Consumer concerns and food safety: Consumers will pay a premium for foods and
beverages that offer safety assurances, health and energy benefits, or eco-friendly
practices. Food safety threats—from tainted ingredients, animal and plant diseases,
infectious organisms or undeclared allergens—are frequent, despite efforts to contain the
problem. The inability to trace product quickly and recall only those with the hazard is
costly. In the annual US survey by Food Processing magazine, food safety has remained
the top concern and priority of processors for the past eight years. Globally, the CIES Top
of Mind survey1 across 54 countries shows food safety is a major concern, second only to
lower demand due to the economic downturn.

Market and product line expansion: Today, opportunities abound for companies
developing solutions specifically for seniors, children, pets, cultural/religious needs,
preventive health, beauty or all-natural markets, and growing economies such as India and
China. Operations must cope with varying labeling requirements and government
regulations per region. Many companies also seek to service multiple retail types such as
wholesale clubs, convenience, grocery, and discount--each requiring specialized packaging.
All of these moves as well as traditional brand extensions to gain or hold market share lead
to stock keeping unit (SKU) proliferation. More SKUs makes productivity challenging in
every corner of the company—from production to packaging to logistics and marketing.
Fortunately, initiatives to eliminate waste and increase training in the face of workforce
turnover have delivered improved performance.

Partner collaboration: As companies expand into new regions and markets, explore ways
to use new ingredients, replace additives, and develop custom applications, they are
partnering with other companies with greater expertise in these areas. Partnering goes well
beyond complying with major retailers’ demands. F&B companies are further involving their
customers and suppliers in developing new consumer products or new food service
applications. Joint innovation is all in addition to supply chain collaboration to reduce costs
and satisfy consumers with demand sensing, supplier replenishment, pallet and item
tracking, and packaging changes. At the same time, this complex value network makes
traceability for food safety more challenging.

Regulations and sustainability: Government regulations affect processes for facilities,
packaging, food safety, taxes, environmental protection, food ingredient and nutrition
labeling, and worker health and safety. Every country or region has different requirements
for selling and producing products. Additional programs focus on conserving energy and
water, sourcing from those with sustainable, ecological and humane practices, and limiting
additives, pesticides, and hormones. To meet these regulations, companies must change
processes and have data easily accessible. Additional regulations such as Hazard Analysis
and Critical Control Points (HACCP), updated good manufacturing practices (GMP) and
rising waste-disposal costs continue to challenge F&B firms. Sustainability is increasingly
important to consumers, too. In the US, the Industrial Research Institute (IRI) found that
one in five consumers is sustainability-driven when selecting brands and stores. Worldwide,

' © 2009 Comité International d’Entreprises a Succursales (CIES — International Committee of Food Retail Chains)
Top of Mind survey www.ciesnet.com
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the KPMG/CIES survey in 20087 found that over half of consumer goods respondents stated
that sustainability was a core element of business strategy, and for 47.7% it is a driver of
innovation as well.

fiBuy localo initiatives: Growing consumer awareness of sustainability issues such as
“food miles” or the distance food travels from production to consumer also provide an
impetus to increase the number and scope of initiatives to use local suppliers. Buying local
gained additional emphasis as the price of fuel and thus transportation rose dramatically.
Selling near where food originates challenges not only sourcing, but also formulations in
production, as local ingredients may have different characteristics.

Regional considerations: What distinguishes businesses in different parts of the world or
regions of a country from each other are primarily local regulations, varying growth rates,
specific demographics, and consumer interests and tastes. Regional considerations make it
challenging to enforce standard practices for multiple facilities and even for a single plant
that may produce for consumption around the world.

European government regulations encourage or enforce sustainability practices.

The US Food and Drug Administration (FDA) just introduced a Reportable Food
Registry where companies are required to report possible health or safety issues
within 24 hours.

Markets in India and China are growing rapidly, while the World Trade Association
has opened the Asian markets to more global players.

Chinese consumers want organic and certified Kosher or Halal foods to avoid
contaminated products. Japanese consumers seek functional foods with health
benefits, such as products with probiotics. Consumers in the US and Europe are
particularly focused on eco-friendly practices and companies with strong
sustainability records.

The presence of certain ethnic groups and eating traditions in a region can also
dictate what will sell. In the US, for example, consumers in the desert Southwest
like spicier salsa as compared with Montana, people eat more clam chowder in New
England than in the South, Cuban food is more popular in South Florida than in
Idaho.

Workforce turnover: The companies most positive about the impact of sustainability on
their bottom line appear also the most concerned about their human capital in the same
KPMG/CIES surveyS. The largest portion of organizations surveyed regard recruitment and
retention as top of the list of challenges to their growth (30.6%)—ahead even of a slowdown
in consumer demand (29.7%) and increased raw materials costs (27%).

2 © 2008 KPMG & CIES; KPMG/CIES Survey 2008 - A survey into the growth and sustainability issues driving
consumer organizations worldwide

© 2008 KPMG & CIES; KPMG/CIES Survey 2008 - ibid
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Major challenges for Food & Beverage companies

The F&B industry faces many challenges. Three of the major challenges also provide
opportunities for differentiation and business success:

Innovation — Develop successful new products, packaging or services and change internal
processes to make the business more effective and deliver cost savings.

Sustainability — Be a role model for environmental, ecological, and humane sustainability
practices that are used as the basis for reducing costs, mitigating risk, and securing
competitive advantage.

Responsiveness — Sense and respond more quickly to the changing needs of customers
and altered market circumstances. Implement technology to facilitate improved
collaboration and execution with partners.

As a major departure from many companies’ historical focus and approach, these
challenges all present specific operational and information flow issues and need a change
management process. Companies meeting these three challenges effectively will be well
placed to grow strongly and advance their position in the market as the economic recovery
develops.

Innovation: New products, services, and approaches

Changes in consumer demand, growth of private label, and new niche growth opportunities
are fuelling unprecedented levels of innovation across the food and beverage industry. In
the US, food manufacturers increased their Research and Development (R&D) budgets in
2009 despite being in an economic downturn, reported Industrial Research Institute (IRI1)*.

Consumers look for foods and beverages that use natural or organic ingredients, increase

1000
800
600
400
200

Figure 2: Sales of sports and energy drinks were

up during the 2008 recession, even as sales of ) )
soft drinks and smoothies dropped lower. Most are also looking for more than processing to

their health, offer greater food preparation

UK Sports & Energy Drink Sales convenience, and expand their choices with
unique flavors and nature-inspired aromas.
Options that are perceived as healthy have held
up better during the recession. Figure 2 is an
example of the increase in sports drink sales in the
UK, but the pattern is consistent in many markets.

Food and beverage companies often serve food
service professionals, institutions, processors, and
m2007 ®2008 retail customers. Each type of customer wants
specific types of ingredients, unique applications,
and to work side by side with the R&D team in
their laboratories, kitchens, and training centers.

Revenues £Ms Volume litres Ms

Source: Mintel Sports Drinks in the UK 2009

specifications. Customers expect niche expertise,

* © 2009 IRI, Industrial Research Institute's R&D Trends Forecast for 2009

© 2010 Cambashi Limited 7
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specialized flavorings, innovative concepts, and the latest in
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Food & Beverage Trends processing capabilities. They also want compelling packaging and
A Sustainability marketing program services.

A Naturalforganic o Smaller companies with a niche focus can often compete with larger
A Kosher/Halal certified . 5

A Functional health Fortune 500 companies. IRI also reports” that shopper loyalty has
A safety waned, giving those companies that identify market trends and

A Convenience develop a consumer-centric strategy a competitive advantage.

é Exotic flavors Furthermore, most have a long history of strategic relationships built
A Nature-inspired aromas on the culture of cooperatives, family, loyalty, long-term vision, and

collaboration as well as capabilities in creating marketing campaigns.

As product innovations and the time to market accelerate, so do organizational and
operational complexities and inefficiencies. R&D teams have full plates: they now involve
people from multiple internal and external organizations, juggle numerous projects and
priorities, and are concerned about resources, safety, quality, and costs across the product
lifecycle. Their success is dependent on accurate market intelligence, reliable suppliers,
high mix production agility, and global distribution readiness.

Innovation is often the outcome of combining familiar things in novel ways, transplanting
ideas into a new context, or bringing a variety of contrasting viewpoints together. To
innovate effectively, companies must create an environment that fosters creativity and
collaboration. Progressive manufacturers can rapidly adapt to market changes by adjusting
procedures and processes.

Sustainability: Reduce costs, mitigate risk, and secure competitive advantage

Sustainability is the new criterion that will determine which companies will thrive and lead in
the New Economy. More customers consider sustainability criteria in their purchasing
decisions than ever before and the proportion is growing steadily.

Most importantly, many consumers are willing to pay more for products sourced and
produced using sustainable practices. Sustainability is a key part of the Corporate and
Social Responsibility (CSR) activities for all consumer-aware companies.

Linked to this is growing awareness of a variety of issues related to sustainability:

Diet for health

The use of additives

Concerns about the source of ingredients
Ethical practices

“Fair trade” initiatives for growers

Governments around the globe are enacting legislation to address these consumer
concerns, which often involve stringent labeling and certification obligations.

® © 2009 IRI, Channel Migration: The Blurring of Shopper Loyalty
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In a world with steadily increasing fuel and utility costs, sustainability is simply good
business practice. Itis a means by which to reduce costs and mitigate the risk of
increasingly severe penalties for non-compliance. In a Deloitte & Touche study for the
Grocery Manufacturers Association
(GMA)®, 85% of Consumer
Packaged Goods (CPG)
: manufacturers and retailers have
DABBLER ‘ cl‘;’;:gzi;" ] .mm some type of sustainability program
in place. Most see sustainability

1 growing in importance as well. In

* addition to the penalties imposed by

1 regulators, irreparable damage to

SuppLy CHAIN & CUSTOMER SUPPORT | brand and company reputation can

LEVERAGING GREEN AS INNOVATION CATALYST 1 | besustained in the market place as

|

1

MATURITY LEVEL

CoMPLIER

SUSTAINABILITY Focus & STRATEGIC ORIENTATION

SUSTAINABILITY IMAGE MARKETING

DeLIVERING TARGETED & SuUPERIOR OFFERINGS

a result of non-compliance or
product recalls.

LEADERSHIP & ENGAGEMENT

DecisioN PROCESSES, TooLs, AND METRICS
© Comunnt 2008 Tae Resoss Ga

Manufacturers’ initiatives to improve
sustainability vary in scope and

] S . . breadth. As with many new
Figure 3: Sustainability maturity models such as this TRG Green challenaes that confront enterorises
Enterprise maturity model incorporate multiple aspects that are 9 ) i prises,
important for companies to master. a lot of work is being done by thought

leaders and consultants to create
maturity models that enable executives and owners to benchmark the progress their own
company has made towards being sustainable (Figure 3).

Source: © 2008 The Results Group Green Enterprise Maturity Model

Most of these models start from a state characterized by compliance alone—and there are
many F&B company executives who still regard sustainability as an obligation, and for
whom compliance is the limit of their aspirations. Such a view is fundamentally out of step
with the needs and values of an increasing proportion of consumers.

Responsiveness: Sense and respond to changing market conditions

Responsiveness has two fundamental dimensions: the ability to sense or detect market
shifts and the capacity to respond. One is not effective without the other. Getting an
accurate view of demand is a challenge, since F&B companies rely on retailers and other
customers who serve the consumers.

Many F&B manufacturers are finding that they can forecast more accurately than their
customers. As a first step, companies need a complete, accurate and up-to-date view of
their own business and good historical records. Understanding what this information
actually means in terms of changed circumstances or demand forecasting is a major
analysis challenge.

® © 2007 Deloitte Touche Tohmatsu for the Grocery Manufacturers Association, Sustainability: Balancing
Opportunity and Risk in the Consumer Products Industry

© 2010 Cambashi Limited 9
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For some years, globalization and outsourcing have created “extended enterprises.”
Partnership is extremely attractive for smaller companies in terms of rapid response, mutual
benefits, enhanced innovation capabilities, and shared risks. These extended enterprises’
ability to execute is a result of all capabilities of all partners that make up the supply chain—
and their ability to collaborate effectively and efficiently. Like any chain, the supply chain is
only as strong as its weakest link.

During the 2008-2009 economic recession, more food processors have increased (or
safeguarded) capacity and have grown with less capital by turning to joint ventures and
other collaborative arrangements. While many food and beverage processors have been
vertically integrated for years and worked with co-op members and suppliers, a broader view
of collaboration is underway. Companies are joining one another’'s R&D teams, creating
joint ventures, conducting mergers and acquisitions, and sharing demand and supply
information previously held close to the vest. F&B companies should engage in such
partnership activities to allow rapid response to changing market conditions.

Companies are also moving aggressively to have multiple channels to market. An F&B
company can spread business among channel partners, and may also gain an alternative
path or even direct access to customers. The trade-off to the benefits of multi-channel
distribution is that the company must factor in multiple set-ups when planning for demand,
production and warehousing.

The ability of the extended enterprise to respond is a critical success factor in a changing
market. Responsiveness is also where many of the changes and forces at work in the
market that we have already discussed come together to impose extreme pressures on the
people, processes, and mechanisms for sharing information and making informed decisions.

How leaders are addressing the challenges

Leading F&B manufacturers understand the new realities they face. They are undergoing
dramatic change to ensure continued success. These leaders are moving beyond the
traditional vertically integrated co-ops and high volume production to develop partnerships
not only for getting to market, but for innovation and ability to satisfy specific groups’ needs.

To enable a sustainable new way of working, leaders are investing in business IT
applications, such as Enterprise Resource Planning (ERP) systems. These systems not
only help enable visibility to accurate company-wide information, but foster effective
communication, collaboration, innovation, and decision making by appropriate employees
and partners to cope with constant volatility.

© 2010 Cambashi Limited 10
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A new business model and way of working

Complexity

Inefficiencies

Prioritize R&D efforts based
on competing market
demands

Sales cannot share
feedback with R&D and
marketing

Complex formulations for
special dietary needs

Challenges in sourcing
ingredients and making
sound recipe decisions

Reformulation to meet market
needs and regulations

Redundant data entry and
manual sharing of
decisions

New or region-specific
suppliers, ingredients,

packaging, processing,
processes

Delays in formulation and
ramp up, causing late
product introductions and
lost share

Figure 4: Complexities can easily lead to inefficiencies.

Product
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While food and beverage producers have
historically been focused largely on the
efficiency of high volumes and relatively
low mix, the current market conditions
suggest a total departure from that, as
shown in Figure 4. Companies are
learning to be flexible, agile, and to work
effectively not only as integrated co-ops
but in complex joint ventures.

Collaboration is at the heart of the new
business model that leverages assets,
shares costs, and combines expertise for
efficiencies. Today, more decisions are
being made by teams of cross-functional
colleagues, dispersed across multiple
organizations and sometimes regions.

These teams are collaborating in R&D to
develop better products and packaging.
They are working together in operations

Lines

Regional I Value

Regulations“ Complexity d Network

is growing
in many
dimensions

4 \

Regional Customer
Preferences Segments

Figure 5: Complexity is extending in many
directions, changing the shape of food and
beverage processors and the industry.

to ensure regulatory compliance and sustainability
through transparent traceability from source to shelf.
And they are sharing responsibility as supply chain
members for responsiveness to variations in the
market conditions and demand.

One of the main objectives of these collaborative
efforts is to do more with less. Increased productivity
is critical to support margins and to achieve eco-
sustainability. While it sounds simple, it is far from it,
given the increasing complexity in every dimension.
Figure 5 suggests a few of those aspects of
complexity that may change the shape of F&B
companies.

Information technology and applications support

Many food and beverage companies have outdated or minimal IT applications support.
However, running a growing and competitive business on an accounting system, or through
manual processes and separate departmental information applications, or just using
spreadsheets isn’t efficient. These outdated systems make it nearly impossible to be
responsive to demand changes and market opportunities or to collaborate fully with other

© 2010 Cambashi Limited
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organizations. The problem is even more challenging when companies have acquired
facilities or created independent entities that share customers, suppliers, sales or resources.

As an F&B company grows and expands in products, customers and markets, it needs an

integrated and highly adaptable ERP system tailored to its unique business processes. The
type of system needed to achieve profitable product innovations, sustainability initiatives, and
responsive collaboration must meet the following requirements:

Accurate view of the business: A complete and up-to-date set of information is the
essential foundation on which everything else relies—there is no other way to eliminate
errors, reduce waste, and improve the quality of decision making across the entire business.
The backbone is a tightly integrated information system that supports independently run

operations.

Key Operational Business Areas and Functions for Food & Beverage Enterprise IT

Basic Functions

Complete Supply Chain
Management

Food & Beverage
Specific Requirements

Single View of
Compliance-related
Information

Financials

Cost
management

Order
management

Supplier and
customer
relationship
management

Demand, distribution
and VMI
replenishment
planning

Repetitive,
continuous and high
mix finite scheduling
in the plants

Lean production
capabilities and
transportation
management with
direct store delivery

Formulation and recipe
management

Project management
Change management

Product mix portfolio
management

Batch and lot
management

Quality management
Containerization

Shelf life management
Catch weight

Co- and by-products
Attribute tracking

Bar code and RFID
tracking

Rebate and trade
promotion agreements

Supported by
document
management

Food safety
procedures and
control points

Full lot traceability

Supplier certification
tracking

Figure 6: To support today’s food and beverage manufacturer, ERP systems must be comprehensive,
coherent, and include specific capabilities for the industry and its value chain.

Comprehensive, coherent and industry capable: Companies need full enterprise
applications functionality with special F&B industry capabilities, as shown in Figure 6.

Business intelligence and decision support: To make informed decisions, manufacturers
must have a system that can capture and analyze operational performance, market trends,
and viable opportunities. In software terms, this is an integrated data repository that

© 2010 Cambashi Limited 12




@ C am b as h | Innovative, Sustainable and Responsive Food and Beverage Manufacturers

captures current data from multiple sources, performs analytics, and provides ad-hoc
reports. To set and monitor business performance objectives, companies need financial
planning, budgeting, and reporting tools as well as key performance indicator (KPI) tracking
and reporting. The ideal system uses real-time information, consolidates information from
multiple sources, dives deep into the details, and can deliver rapid insight, and resolution of a
specific issue.

Internal and external collaboration: To collaborate with internal colleagues, remote sites,
and external partners in a timely fashion, companies need a secure information
infrastructure that interoperates with other systems across the organization and shares real-
time data through Internet-connected networks. For example, the characteristics of an
incoming lot of material may require adding an extra ingredient to achieve the consistency
or flavor in the recipe. When an employee in the plant, warehouse or laboratory takes this
measurement, it should trigger a message to materials management and if stocks of the
secondary ingredient are in short supply, to the procurement professional who can place or
increase the order with the supplier.

The ability to synchronize product data between retailers, processors, and others in the
supply chain is now helped by universal product identification and definition standards.
Specifically, Global Trade Identification Numbers (GTIN), also called GS1, will be part of the
barcode or radio frequency identification (RFID) data for all F&B products.

Electronic data interchange (EDI) and Extensible Markup Language (XML) protocols are
critical for exchanging electronic orders, invoices, forecasts, schedules, and changes.
Ideally the enterprise system also integrates RFID and other real-time data for visibility of
processes and data, as a foundation to collaborate in R&D and the supply chain.

Remote access mobility: A mobile workforce can represent a third of an F&B company’s
employees, and they need remote data access. Mobility devices should be able to connect to
the enterprise system in real-time and exchange data specific to the task at hand. For a
seamless work environment, the system will connect remote personnel into their
workspace, portal or task list. The devices also need to support specific applications, such
as vendor managed inventory (VMI), field sales, wireless inventory tracking, asset
management or quality inspections.

Ease of use for a transient workforce: Productivity is directly related to how easily and
rapidly people can learn a new system, access information, work with others, do their job,
and make decisions. All systems must have a user interface that is intuitive, with easy
navigation and work processes that pull all the right information into one view in a clear and
concise format that supports quality decision making. Ease of use is particularly important
for companies with seasonal employees.

Shown at the bottom of Figure 7, this type of information technology (IT) business model
creates an environment for real-time unified communication, business insight, collaborative
visibility, streamlined processes, and cost-saving efficiencies.

© 2010 Cambashi Limited 13
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Research &
Development
Management &
Administration
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Procurement
& Inventory
Production

Separate IT Systems & spreadsheets c
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= waste

& error
Traditional F&B IT Approach

Innovation >
Sustainability >

Responsiveness

Research &
Development
Management &
Administration
Finance &
Accounting
Procurement
& Inventory
Production

Applications Infrastructure
Mobility = — —
EDI XML Corporate or plant-level integrated ER

F&B IT Approach for the New Economy

Figure 7: Old disconnected processes (top) do not adequately support today’s F&B companies.
To compete, companies must eliminate the gaps in information systems (bottom).

Let's take a look at New Belgium Brewing, one beverage company that has invested in
such a system to support their initiatives for innovation, sustainability, and responsiveness.

© 2010 Cambashi Limited 14
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Case Study: New Belgium Brewing (www.newbelgium.com)

The basic process of making beer has been known for centuries, yet running a profitable
brewing business today holds many challenges. Based in Colorado, US, New Belgium
Brewing has continually experienced double digit growth, and at 348 employees will soon
need a second facility.

From its inception in 1991, New Belgium Brewing has been committed to environmental
stewardship and producing world-class craft beers for the American marketplace. It all
started with the creation of a well-balanced amber beer called Fat Tire, which still remains
their most popular beer.

By 1996, New Belgium Brewing realized that they could not effectively grow and change
using their old systems and procedures. In order to make the necessary improvements, the
company bought an ERP system for its financial and accounting functionality.

By 2004, the brewer realized the need to automate and integrate other portions of the
business so that people across the organization had easier access to information and could
share data for better visibility and decision making. They implemented additional modules
of the system that year and again in 2008 when they added the inventory and
manufacturing functionality, giving them a company-wide enterprise system. They also
incorporated a portal platform to further improve access to information and facilitate greater
internal communication and collaboration.

“As we grow and expand,” says Jay Richardson, Director of IT at New Belgium Brewing,
“collaboration has become a prominent focus.” This is particularly important for the sales
organization and their ability to collaborate with others in their team, throughout the
organization, and with distributors. Not only do sales people have collaborative planning
sessions with key distributors, they are able to monitor their distributors’ progress against
plan. New Belgium converted to a unified communication platform for email, contacts, and
calendar synchronization and implemented software for virtual company meetings or events
in 2007. The software has allowed the sales people to feel more connected to the rest of
the organization.

Innovation is another priority for New Belgium Brewing. “The consumer is demanding more
variety,” notes Richardson, “and that means developing new and different beers and
different packaging. Yet the biggest challenge is convincing our distributors that each new
product deserves their attention.” To do that, they need to show that the profitability will be
there, it is what consumer wants, and the carbon footprint is less with their beer. For their
latest big launch, New Belgium was able to do just that. They pulled third party distributor
market data into their data warehouse and online analytical processing (OLAP) cubes,
along with customer, SKU, and item attributes from the ERP system. This market analysis
gave them the facts to present their view of the market.

“Sustainability and environmental stewardship,” explains Melisse Merrell, Business Systems
Analyst, “has been a part of our culture from the beginning.” Among its practices, New
Belgium produces nearly 15% of its electricity from methane harvested from its process
wastewater treatment plant, recently commissioned a 200 kW photovoltaic array, and
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diverts over 99% of its waste from the landfill. The remainder of the brewery’s electricity not
generated on-site is 100% offset with renewable energy credits. After the company created
a Sustainability Director position, one of the first initiatives was to analyze the carbon
footprint of a six-pack of Fat Tire, their most popular beer. “We have implemented
Sustainable Purchasing Guidelines that have helped us to become more familiar with the
environmental impact of new and existing products. In that way, there is a connection
between innovation and sustainability,” she says.

“We have moved from using our ERP as a financial system,” notes Merrell, “to using more of
the functionality and data to report company-wide. What that has done is given us an
awareness of how one part of the brewery affects another part. People are more aware of
how they use that central data, and they trust the data because it is from one place.”

Succeeding in the New Economy

Recent changes in the economy and in customer demand are presenting new opportunities
for manufacturers to capture a significant share of specific market segments. Market share
that was once locked up by top-tier companies is opening up as consumers shift their focus
to foods and beverages that meet their individual needs. Any F&B company can now
achieve market leadership by efficiently executing new product introductions, by becoming a
role model for sustainability, and by responding faster than competitors to changes in demand.

Being innovative, sustainable, and responsive is not as easy as it sounds. The global
economic downturn is a reminder that the world changes rapidly. The constant change and
volatility inherent in the New Economy make the issues facing F&B manufacturers all the
more complex. Companies that have yet to upgrade from spreadsheets, accounting
packages and a mix of departmental systems will continue to miss opportunities and
struggle to meet the challenges of innovation, sustainability, and responsiveness.

To manage effectively, companies need strong corporate IT applications. Those with an
information technology system that provide immediate, reliable, and complete data to
decision-makers and partners are in a position to respond effectively and efficiently. There
was a time when only the largest of F&B companies could afford to implement the best and
broadest enterprise systems with industry functionality and streamlined processes. That is
no longer the case.

Any company in the F&B industry now has access to full capability ERP systems supported
by business intelligence, remote mobility devices, real-time collaborative processes and a
familiar user interface. With unified communication, sales force automation, and document
sharing in addition to ERP, companies can truly turn the challenges of innovation,
sustainability, and responsiveness into differentiators.

Leaders are now moving aggressively to information-enable operations. That means they
can more successfully leverage their R&D, environmental passion, and relationships to
reach more customers and achieve greater profitability. These differentiated F&B companies
will attract retail and foodservice customers — and the consumers that drive demand.
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About Cambashi

Cambashi, based in Cambridge UK and Cummaquid MA, provides independent research
and analysis of the business reasons to use of IT in industry world-wide. Its specialist fields
include Engineering, Enterprise, Plant, and Supply Chain applications and the infrastructure
to enable industrial firms to use IT effectively. Cambashi publishes market size estimates in
the Engineering Applications Market Observatory and multi-client studies in Cambashi’s
Industry Directions. Its clients vary in size from small to large and include most of the
leading software vendors and many pioneering IT users. Cambashi is a member of CATN,
an international association of consultants. www.cambashi.com

About Microsoft Dynamics

Microsoft Dynamics is a line of integrated, adaptable business management solutions that
enables you and your people to make business decisions with greater confidence.
Microsoft Dynamics works like familiar Microsoft software, such as Microsoft Office, which
means less of a learning curve for your people, so they can get up and running quickly and
focus on what’s most important. Built to work with Microsoft technologies, it works easily
with the systems your company already has implemented. By automating and streamlining
financial, customer relationship, and supply chain processes, Microsoft Dynamics brings
together people, processes, and technologies, helping increase the productivity and
effectiveness of your business and helping you drive business success.
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