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Dear Colleagues:

Together the National Association of Chain Drug Stores (NACDS) and Schering-Plough
Healthcare Products (SPHCP) are committed to helping our industry meet the challenges
of an ever changing marketplace. Profitability and sales growth in the front store continue
to be an important influence on the health of our industry. We believe that strengthened
front store performance can be most immediately achieved through improved in-store
execution of retailer/manufacturer business plans.

Over the past decade, retailers and suppliers have both invested heavily in their analytic
and planning capabilities. Together, we've created more sophisticated business planning
processes aimed at better meeting consumer needs. Even with these enhancements, how-
ever, we may be overlooking some of the basic ingredients of success — building promo-
tion plans that can be easily executed, developing measurements to evaluate the effective-
ness of these plans, and holding our organizations accountable for effective implementa-
tion.

Our research aims to (1) understand the industry-wide opportunity associated with
improving in-store execution of our headquarters approved business plans and (2) identify
actionable best practices for both retailers and manufacturers. Toward these goals,
Meridian Consulting Group facilitated industry-wide surveys, organizational interviews,
and retail sales performance analysis and came to some dramatic conclusions that are
summarized in the following pages of this report. We think you'll find the reading worth-
while and pieces of the recommendations immediately applicable within your individual
companies.

We want to thank the research participants who offered their organizations’ time to share
management insight, retail performance data, and real world examples of successful end-
to-end execution. We are grateful to the leadership of Meridian Consulting Group and
our other supplier partners including Colgate-Palmolive, Gillette, and StratMar Systems —
for their valuable input and contribution to this important industry study.

Lance Clark James Mackey
Senior Vice President, Front End Programs Senior Vice President, Sales
National Association Schering-Plough
Of Chain Drug Stores HealthCare Products
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The objectives of "Executing with Excellence" are to raise awareness of the opportu-
nity associated with addressing in-store execution and to suggest industry-wide
process improvements to achieve higher levels of retail compliance. Specifically we
aimed to:

» Identify key disconnects between and within retailer/manufacturer organizations

» Determine potential causes of disconnects between manufacturers and retailers
and from retailers to their stores

» Quantify the upside associated with remedying these disconnects

» Develop recommendations for both manufacturers and retailers to improve exe-
cution through better business planning.

To communicate the findings of our research, this report contains six sections:
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