Great Northwoods Sales Warm Up
Hormel Foods Consumer Products Sales 
Case Study Information
Hormel Foods Consumer Products Sales Overview
Consumer Products Sales (CPS) is the organization within Hormel Foods that sells shelf stable and perishable food products to retail customers, i.e. grocery (Kroger, Hy-Vee, Wegmans, Publix), super centers (Wal Mart and Super Target), drug (Walgreen and CVS), mass (Target and Shopko), warehouse (Costco and SAMS) and dollar (Family Dollar and Dollar General) outlets.   A CPS sales representative is responsible for achieving volume goals specific to their customer through new item placement or increased sales of existing items.  
In order to get a new item placed, most customers demand a slotting fee/introductory allowance required to cover the administrative costs of product set-up within their system as well as covering the cost of occupying the space within their warehouse.  To assist in this process, Hormel provides the sales team with funds to cover those costs (See Table A).
Table A. “Introductory Funds Allocation by New Items in Distribution”
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The CPS sales representative is also given a trade budget to help drive increased sales to the end-consumer once the product is in distribution.  The amount of trade provided by the organization is tied to the volume of product you sell at your account.  Trade dollars can be defined as monies given in an effort to defer retailer advertising costs and subsidize the retail price during a promotional period to support HORMEL® branded products.  Promotion means a feature, display, temporary price reduction or combination of tactics used to drive incremental sales.  The trade offered, as well as advertising support, is sought by grocery stores everywhere and is provided by CPS sales representatives to their retail customers as ways to influence promotional activity and support retailer specific marketing programs.  The CPS sales representatives also have marketing materials in the form of displays, coupons, print and online advertising at their disposal.  This on-going support assists the CPS sales representative by creating a “pull mechanism” for HORMEL® products.  By aggressively pursuing sales goals through creative strategies and fresh thinking, Hormel Foods’ CPS sales representatives have ample opportunities to grow sales and achieve their goals. 
A CPS sales representative has a portfolio of the most renowned grocery products in America to sell, from hot ethnic flavors such as CHI-CHI’S® salsa, HOUSE OF TSANG® sauces and marinades and MARRAKESH EXPRESS® couscous to traditional staples such as SPAM® Luncheon meat,  HORMEL® chili, COMPLEATS® microwaveable meals, NATURAL CHOICE® Lunchmeat, BLACK LABEL® bacon and HORMEL® pepperoni. 
In addition, the products within the Hormel Foods CPS portfolio offer a competitive advantage over like products produced by other food manufacturers due to the strong trade and advertising support as well as Hormel Foods’ solid reputation within the industry. 
How Hormel Foods CPS Sells to Grocery Customers

Consumer Products Sales Reps have two different types of grocery customers: chain grocery stores and grocery stores supplied by a wholesaler. 
· A chain grocery store is a group of stores with one central decision maker.  A chain grocery store buys directly from Hormel Foods and self distributes product from their own distribution centers (warehouses).  Chain accounts are typically higher volume stores.  Hy-Vee and Kroger are both examples of chain accounts since they buy directly from Hormel Foods and supply their own stores with product.    
· A wholesaler is a customer that buys directly from Hormel Foods and further distributes the products to smaller grocery stores.  This is optimal for smaller independent stores since they do not want to tie up their capital in warehousing and trucks to service their stores.  Independent stores can have more than one location and still find it beneficial to be serviced by a wholesaler.   A CPS sales representative that calls on a wholesaler makes two sales calls, one to sell the wholesaler and the other to the smaller grocery store accounts that are supplied by the wholesaler.  An example of a wholesaler account would be SUPERVALU.  An example of a grocery store being serviced by SUPERVALU is Dahl’s Foods or Mike’s IGA.  The CPS sales representative first must sell the product to SUPERVALU and gain their acceptance to supply the item and then resell the product to Dahl’s Foods or Mike’s IGA.    The volume totals of the smaller accounts will be comparable to a chain account once they are added together.  Every sale counts! 
All CPS sales representatives assist their customers with promotional tactics to help drive sales.  CPS sales representatives usually have appointments once per month with chain and wholesale accounts, to sell new products, promotions, offer items for future ad consideration, review Hormel Foods marketing support, and discuss item performance.  Usually every 6-8 weeks, the CPS sales representative supporting the wholesaler will do the same at the retail stores being serviced by the wholesaler.  Hormel Foods provides the CPS sales representatives the autonomy to work with their customers and create promotional ads, develop co-promotional opportunities with other brands, and plan marketing events in the stores.   Given the amount of freedom and creative liberties that Hormel Foods allows its sales representatives, it’s very similar to running their own business. 
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1-2 $4,000

3-4 $5,000

5-6 $5,500

7-8 $6,000

9-10 $7,000

11-12 $8,000

Product Information for Sales Scenario – HORMEL® NATURAL CHOICE® Lunchmeats 
· HORMEL® NATURAL CHOICE® lunchmeats were introduced in 2006
· Requires refrigeration between 32 and 40 degrees F with shelf life of 90-110 days
· 100% natural – no preservatives, artificial ingredients, colors, flavors, nitrates or nitrites
· Nitrates and Nitrites are used by other lunchmeats to prevent the growth of bacteria
· When the human body consumes nitrates, it converts them to nitrites
· Nitrites cause the human body to carry less oxygen through the blood and results in oxygen deficiency.  Nitrites are also believed to be carcinogenic and cause other health complications
· Gluten free
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Produced using a processing procedure known as High Pressure Pasteurization.  Hormel has branded this technology TRUE TASTETM
· HPP process is a USDA approved natural method of processing meat.  The packaged meat is placed in a cylinder shaped pressure chamber where the system exerts up to 87,000 psi of water naturally killing bacteria without impacting the texture or flavor of the meat.  No chemicals or preservatives are used 
· The site http://hormelfoodservice.com/foodsafety/ has additional information and a video on the procedure
· While this process is not unique to the industry, it is unique in the protein area.  Hormel Foods was the first to market a product with this technology and others are now beginning to follow.

· Ingredients used: meat protein, water, salt, potato starch, Turbinado sugar, rice starch, carrageenan (from seaweed), baking soda, natural flavoring, lactic acid starter (not from milk)
· NATURAL CHOICE® turkey and chicken products are made with 100% white breast meat
· Cardboard packaging is recyclable and made from 100% recycled material
· Hormel Foods is 1 of only 4 national brands in the Premium lunchmeat category
· Natural lunchmeat sales are incremental to the category

· HORMEL® NATURAL CHOICE® lunchmeats are packed 12 units to a case 
· Suggested retail price: $3.99 - $4.99
· HORMEL® NATURAL CHOICE® lunchmeat varieties range from 6-8oz. and include:
· Cooked Deli ham
· Honey Deli Ham
· Smoked Deli Ham
· Brown Sugar Deli Ham
· Smoked Deli Turkey
· Honey Deli Turkey
· Oven Roasted Deli Turkey
· Mesquite Deli Turkey
· Cracked Black Pepper Deli Turkey
· Rotisserie Style Deli Chicken Breast
· Deli Roast Beef
· Uncured Hard Salami[image: image3.jpg]
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Sales Scenario
You are a Hormel CPS Territory Manager calling on Larry’s Foodmart owned by Larry Vorpahl.  Larry’s Foodmart is a 150-store chain that stretches across the Midwest including Indiana, Wisconsin, Minnesota, North Dakota and Kentucky with a potential future expansion into Texas.  Larry invested in his own logistics system and distribution center warehouse.  He designated Dan Hartzog as the Warehouse General Manager servicing all 150 chain stores.  Together, Larry and Dan meet with the suppliers to approve or deny new item introductions and shelving schematics.  Once a new product is slotted in the warehouse, the agreed upon schematic is sent to every store so they can implement it.  The majority of suppliers, including Hormel, create cases which are packed with 12 individual units so one full case will fit on the store shelf.
In your last meeting with Dan, you noticed he had a number of health & wellness magazines in his office along with some various automotive publications.  He also seemed to talk a lot about ‘the south’ and his love of all things Auburn while showing a genuine interest in the flavor and quality of the HORMEL® NATURAL CHOICE® lunch meat you sampled for him.  During your conversation Dan informed you that Larry expressed an interest in offering similar products as Whole Foods Markets beyond his current offering of just Oscar Mayer.  The present offering of 24 facings which includes 12 different varieties is sufficient for their premium category needs, but none of the current offerings qualify as ‘natural.’  Whole Foods Markets recently opened four stores in the markets where Larry’s Foodmart competes and Larry is concerned about the incremental sales he may be losing by customers buying specialty products, including Applegate organic and natural meats, from Whole Foods Markets.  While it should not affect overall shopper count, it is likely that his regular shoppers will now buy less in his stores and supplement their shopping with an additional stop at Whole Foods after leaving Larry’s Foodmart.
Whole Foods Markets is a national grocer that promotes foods “perceived” as “better for you”.  Whole Foods Market concept is to “offer their customers the finest natural and organic foods available, maintain the strictest quality standards in the industry, and have an unshakeable commitment to sustainable agriculture.” They clearly define this concept in their mission statement by dividing into 3 parts – “Whole Foods, Whole People, Whole Planet.”  The “Whole Foods” section from their website reads as follows:
Whole Foods — We search for the highest quality, least processed, most flavorful and natural foods possible because we believe that food in its purest state — unadulterated by artificial additives, sweeteners, colorings and preservatives — is the best tasting and most nutritious food there is.

Dan agreed to meet with you to review the entire HORMEL® NATURAL CHOICE® product line but warned you he may require his standard introductory set-up allowance of $5,000 per item.  Using the attached documentation, your task is to create a sales story showing how NATURAL CHOICE® lunchmeats attract the existing Larry’s Foodmart customers and how they can capture additional consumer purchases rather than those dollars being spent at Whole Foods Markets.  

Competitive Information

The lunchmeat category is mature and very crowded with many brands and varieties.  Store owners are challenged daily about the assortment and arrangement to offer.  To assist the store owners, the industry divides the lunchmeat category into 2 divisions: Total Lunchmeat and Premium Lunchmeat.  HORMEL® NATURAL CHOICE® Lunchmeats are categorized as Premium Lunchmeats.  
Premium Lunchmeat is a $1.1B segment which sold 178MM pounds last year.

The major selling brands are:
· Oscar Mayer – 43.0% share
· Hormel – 4.6% share
· Applegate – n/a% share
Although Oscar Mayer dominates, HORMEL® NATURAL CHOICE® Lunchmeat is the fastest growing brand in the Premium Lunchmeat segment with 8.3MM pounds and $54.2M in sales the past year.
HORMEL® NATURAL CHOICE® products are the only nationally distributed brand that does not use nitrate and nitrites in their lunchmeats.
Oscar Mayer Lunchmeats
From www.kraftbrands.com/oscarmayer, “Oscar Mayer, the maker of hot dogs, lunch meats and bacon is Kraft Foods’ billion-dollar brands.  The brand also produces convenient complete sandwiches, such as Oscar Mayer Deli Creations. Not only does the brand have its own song, but it also has its own vehicle, the Oscar Mayer Weinermobile – which is always a “hot dog” of a ride.
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· 6 Turkey varieties, 5 Ham varieties, 3 Roast Beef varieties,  3 Chicken Breast varieties 
· Packaged in 9oz plastic tub containers
· The packaging and product conveys a marketing strategy similar to freshly sliced deli meats
· Unhealthy ingredients used: Sodium Phosphates, Potassium Chloride, Sodium Diacetate, Sodium Ascorbate, Sodium Nitrite
· Retails for $4.99 - $5.49; Promotes for $2/6  or $2/7
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· 1 Variety of each: Turkey Breast, Chicken Breast, Roast Beef, and Ham
· Packaged in 7.5oz plastic tub containers 
· The packaging and product conveys a marketing strategy comparing them to meats carved for holiday occasions
· Unhealthy ingredients used: Sodium Phosphates, Sodium Ascorbate, Sodium Nitrite Coloring
· Retails for $4.49 – $5.49
Applegate Organic & Natural Meats
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From www.applegatefarms.com, Steve McDonnell purchased Jugtown Smokehouse almost 20 years ago specializing in nitrite-free bacon.  He continued to grow the business as he knew there were consumers who would appreciate healthy meat products.  In doing so, he has contributed to preserving nearly 300 family farms that supply humanely raised meat, without antibiotics or hormones.
· Varieties include Roast Beef, Uncured Honey Ham, Uncured Slow Cooked Ham, Uncured Turkey Salami, Herb Turkey Breast, Smoked Turkey Breast, Uncured Black Forest Ham, Turkey Bologna, Honey & Maple Turkey Breast, Roasted Turkey Breast, and Roasted Chicken Breast
· Packaged in 7oz re-sealable plastic bags
· The packaging and product conveys a marketing strategy for the health conscious consumer trying to avoid unnecessary and unhealthy ingredients
· No antibiotics, no nitrates, no nitrites, Gluten free, Caseir free, and Dairy free
· Retails for $4.99 - $5.99
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