8 T H

A N N U A L

SALES &

MARKETING
REPORT 2017
PRODUCED BY

DIGITAL

THE

E X P E R I E N C E
PROGRESS UPDATES ON TRADE PROMOTION, DTC,
ANALYTICS, SECURITY AND THE DIGITAL ENTERPRISE

TITLE SPONSOR

CG_S&M_0617_Cover_Final.indd 1

SPONSORED BY

5/23/17 2:17 PM

8 T H

A N N U A L

SALES &

MARKETING
REPORT 2017

EDITOR’S NOTE
Welcome to CGT and IDC’s Sales &
Marketing Report 2017.
CGT has been publishing this report annually
since 2005 (minus a break in 2008). That has
allowed us to keep a close eye on these critical
industry functions, which have always had their fair
share of change from year to year — but which now
are undergoing a level of transformation that may
very well be unprecedented. If nothing else, the
change is happening a lot faster these days.
It may seem a little odd to say, as we do in the
headline on page 16, that “consumers” are the
driving force in the consumer goods industry. Hasn’t
that always been the case?
Truth be told, the industry as a whole has often
distanced itself from the end users over the decades
as it grew, matured, and started worrying more about
operational efficiencies, economies of scale and
trading partner negotiations than it did whether or
not consumers were really getting the products and
services that they needed.
Although basic consumer needs haven’t changed
very much since 2005, the ways in which consumers
solve their needs have become dramatically different.
So have their expectations about products, retailers
and the shopping experience. Everyone knows that
we have digital communication and e-commerce to
thank (or blame).
Any consumer goods company that did take
its eye off the ball is now scrambling to re-engage
with millions of consumers who may already have
moved on to someone else, another product that
responded to their evolving expectations in better
— or at least faster — ways.
It’s all relative, of course. In 2005, the
“transformation” that we discussed in the report
was the shift “from product-centric to customercentric strategies.” That was a pretty big deal, too,
as CGs undertook the necessary step of developing
stronger joint business strategies with key retail
partners.
In comparison, that was an operational cakewalk
compared with the current need to re-examine
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most back-office functions to accommodate new
sales and fulfillment methods and rewrite the
marketing playbook. So there’s plenty of new
ground to cover in an annual report.
As usual, we owe a tremendous debt of gratitude
to Simon Ellis and the team at IDC Manufacturing
Insights, who’ve been helping us with this report for
the last eight years and who again this time took on the
lion’s share of editorial work. We greatly appreciate
their willingness to help us provide the industry
with a concise, cogent view of the consumer goods
landscape. Their contributions — not to mention
their research — are invaluable to this report.
We’d also like to thank the technology and
services vendors who stepped forward to sponsor this
year’s report, thereby illustrating their commitment
to helping the industry move forward through bestpractice learning and thought leadership. Their
support is vital as well.
Of course, not everything in this report represents
new thinking. If you read that inaugural Sales &
Marketing Report 2005, you may or may not be
surprised to see that an important topic back then
was the need to find more effective methods of
measuring the impact of sales and marketing activity.
Despite all the technological advancements that have
taken place in the last 12 years, that’s still a key issue.
Then again, maybe the industry’s standards
have improved. Maybe the benchmarks for effective
measurement that consumer goods companies were
aiming for back then have already been surpassed
— and were replaced by even more ambitious
goals for accurate, actionable metrics. (That theory
was discussed in the Retail and Consumer Goods
Analytics Study we published in May, by the way.)
Either way, what’s most important is that
the industry continues moving forward toward
more effective, more measurable sales and
marketing strategies that can drive engagement
and influence behavior with those increasingly
empowered consumers.
We’re confident that this is exactly what’s
happening.

Peter Breen

Editor-in-Chief, CGT

“Although basic
consumer needs
haven’t changed
very much
since 2005, the
ways in which
consumers solve
their needs
have become
dramatically
different.”
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The Progress Report
CONSUMERS ARE THE INDUSTRY’S DRIVING FORCE
FIGURE 1

ver the eight years that CGT and IDC have
presented this report, we’ve done our
best to cover a similar set of topics from
year to year. That not only lets us make
year-to-year comparisons about how the industry
is progressing toward universally accepted goals,
it also lets us maintain a running narrative on the
overall “state of sales and marketing” in the consumer goods arena.
That’s getting a little harder to these days,
however. Dramatic shifts in both consumer
behavior and technological capabilities have
changed those industry goals from, “How do
we improve the way we do business today?” to
the more alarming, “How do we transform the
business for the future?”
Most of this transformation is, of course, taking
place in the digital realm. It isn’t an exaggeration
to say that digital technology has the potential to
help businesses operate in fundamentally different
ways, or to say that it can bring product manufacturers far closer to their customers and consumers
than had previously even been imaginable.
As consumer goods companies continue to “become digital,” we are witnessing a transformational shift in the industry. IDC articulated this trend
recently in a set of predictions that we believe will
underpin the future of consumer goods:

1

Over the next decade, 90% of industry
growth will be captured by companies
that successfully engage directly with consumers. Consumers rule the world; they are
ubiquitously connected, crave individuality/
personalization, and are intolerant of complexity and latency. They are a consumer goods
company’s worst nightmare — and its greatest
opportunity. It seems intuitively obvious that
the companies that figure out how to best engage with these consumers will get more than
their fair share of growth. And, by the way, as
16

Most Important Element for Business Success
64.8%
16.7%
18.5%

Product quality

(performance, meeting customer needs, endurance)

Cost

(gross margin, profit, supply chain at cost center)

Service

(on-time, in-full, issue resolution)
SOURCE: IDC 2016 CONSUMER GOODS SURVEY

older consumers give way en masse to millennials, the “problem” just gets worse.

2

As barriers to entry fall over the next five
years, smaller “lateral” competitors will
wrest 10 to 15 share points from traditional and established large enterprise players. Industry estimates find that, of the $35
billion in net growth over the past three years,
only $1 billion has come from traditional, large
enterprise players. Although small entrants historically have tended to contribute significantly
to industry growth, I don’t recall the estimated
share to ever be this high.
That’s an anomaly perhaps, but if you look at
the ranks of new competitors to traditional businesses, they are appearing in record numbers.
Part of the reason for this is that the historical
barriers to entry (technology, manufacturing facilities, etc.) have fallen — they’re now either
“commodities” or available via the cloud. At an
industry event a few years ago, I noted that anybody with “an idea and a garage” could launch a
new venture; now, I don’t think you even need the
garage. Another part is that, as consumers look for
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either personalized products or ones that appeal
to their generation, smaller competitors are better positioned to be flexible and take risks.
By 2019, one-third of consumer goods
companies will have benefited from digital transformation (DX), with the remainder held back by inflexible/outdated business
models, processes or functional structures. IDC
research finds that one of the biggest current
gaps between digital “thrivers” and survivors is
in the area of leadership. Only 29.6% of manufacturers have achieved a level of maturity in
digital transformation leadership to reach the
top two levels of “transformer” and “disruptor.”
Leadership holds responsibility for creating a vision of where their companies are headed in the
next decade, but most are not ready to change
direction by adopting new business models or
functional structures.

3

4

Not every company with a vision will be
able to fully leverage its DX investments
in the supply chain, since there are many
dimensions to DX. But in the market, we can
already see which supply chain leaders are lay-
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ing out a roadmap for their companies to evolve
in the next decade. Look at Bayer’s move to join
forces with Monsanto to increase its innovation
in agriculture, or Under Armour’s investments in
technology-enabled products and health information. These moves required executive leadership
to recognize how both their business models and
enabling processes must change — and not just
incrementally, but fundamentally.
As we move rapidly into a world where the consumer is the primary moving force in the industry, consumer goods companies are going to have to answer
some tricky questions. For example, what happens to
trade promotion funding in an omnichannel world?
That’s not a big deal when direct-to-consumer sales
are in the small, single digits, but what happens when
they become 20% of total sales — or more? For a company that manages an annual trade promotion budget
of $500 million, what happens to the $100 million that
no longer supports tradional retail sales? Does it get
converted to consumer promotion vehicles, taken to
the bottom line as “savings,” or something else? In our

discussions with consumer goods manufacturers, not
many have a good answer.
The other implication for consumer-centricity is
that the focus of many businesses has shifted. While
cost and service remain important, of course, the majority of companies now place the greatest importance
on product quality (see Figure 1). This shift has been
happening for a few years but, as illustrated in Figure 1,
almost two-thirds of consumer goods companies now
cite product quality as most important.
The last two profound implications from our discussions with consumer goods companies are the nature
of competition and the role of digital. If we accept the
prediction above that, as barriers to entry fall, “lateral”
competitors will wrest up to 15 share points from
traditional players over the next five years, that will
require those larger companies to change the ways
in which they compete. We’re already seeing growth
in the industry accrue to small, nimble and often new
competitors in the marketplace. Many of these competitors have been digitally enabled, with business
models built on competencies that would not have

FIGURE 2

Business Priorities

12
MONTHS

2 TO 3
YEARS

Reduce costs/eliminate waste

67.3%

9.1%

Become more customer-centric/improve service performance

23.6%

16.4%

Improve product compliance, quality, safety, or environmental sustainability

21.8%

18.2%

Improve supply chain visibility/traceability

21.8%

27.3%

Respond more quickly to supply disruptions/changes (upstream agility)

23.6%

23.6%

20%

18.2%

Product innovation (improve the NPDI process)

43.6%

34.5%

Move supply capabilities closer to demand

23.6%

25.5%

Improve collaboration with suppliers and customers (B2B networks)

16.4%

25.5%

Support omnichannel fulfillment through DTC or postponement capabilities

5.5%

18.2%

Improve trade promotion capabilities

9.1%

9.1%

Continue to modernize/update IT-related supply chain infrastructure

18.2%

25.5%

PRIORITY

Respond more quickly to demand volatility/changes (downstream agility)

SOURCE: IDC 2016 CONSUMER GOODS SURVEY
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“It’s interesting
that customercentricity
and product
innovation are
less important
beyond 12
months.”
been possible in an “analog” world.
Companies like Mink, for example, which
use 3D printing as the basis for their product assortment and fulfilment, are able
to meet the personalized needs of their
consumers in ways that more traditional
processes could not. We’re not saying that
merely being digitally enabled ensures
business success — in fact, it does not. But
digital transformation is clearly a key element in being prepared for success.
As we close this overview, it’s useful to
check in with consumer goods company
priorities for 2016 through 2019. As illustrated in Figure 2, we see something
of a mixed bag of priorities. It’s true that
in 2016, and continuing through 2017,
cost reduction remains a top priority —
although the presumption appears to be
that opportunities for waste elimination
will decline over time.
It’s interesting that things like customercentricity and product innovation are listed
as less important beyond 12 months. Perhaps companies believe they’ll solve these
issues sooner, thus making them less of a
future issue. If so, that is probably naïve.
There’s a clear future focus on collaboration (something that never seems to get
“solved”), support for omnichannel fulfillment, and improving business and supply
chain visibility. We’ll touch on these in the
specific topic sections that follow. CGT
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The Evolving Role of TPM
TRUE OPTIMIZATION SOON COULD BE A REALITY

e’ve been discussing trade promotion management in the pages of this
report for almost a decade — can
there really be anything new to discuss? It’s an
established space, certainly, with a number of
competent vendor tools available to consumer
goods companies.
Yet it seems increasingly clear that successful
consumer goods businesses must adopt and
adapt capabilities to capitalize on the growing
“front edge” of the consumer products industry
while ensuring that the traditional base business is properly supported. The challenge for the
large, traditional players is to balance protecting
their base business with finding ways to capture
their fair share of new growth.
While most of the air is consumed with talk
of digital transformation or disruption, most
current business is still conducted via conventional products through traditional retail and
supported through conventional trade promotion funding. Finding ways to appeal to younger
consumers through new and novel ways is important, but so is making sure that the existing
business is properly served (even as it shrinks).
The companies able to do this well will be the
ones that thrive.
With regard to trade promotion, it still strikes
me as curious how many companies don’t have
a purpose-built tool or are still limping along with
a homegrown, often spreadsheet-based application. We certainly see improvements based on
better data and information, along with more
insightful and faster analytics.
TPM remains among the more frequent inquiry topics by consumer goods companies to
IDC — although over the last year or so we’ve
seen an interesting shift in what they’re inquiring about. Companies that ask us about TPM
are increasingly looking for effectiveness and

optimization tools. Some years ago, we were
often asked the whether you needed TPM before embarking on optimization. At the time my
answer was “Yes,” and that seems borne out in
practice. The vast majority of consumer goods
companies have trade promotion management
capabilities, but they often don’t have the more
advanced effectiveness of optimization tools.
Before going any further, let’s define the
terms broadly:
• Trade promotion management is the basic
“infrastructure,” the ability to track promotions (both completed and planned) against
the available promotional budget and ensure compliance.
• Trade promotion effectiveness is the
backward-looking capability to evaluate
promotions and promotional vehicles for
efficiency, effectiveness and performance.
It’s the ability to do “post-audits,” if you will.
• Trade promotion optimization is the for-

Trade Promotion
Competencies
Trade
Promotion
Effectiveness

Trade
Promotion
Management
Best in Class
Performance

Trade Promotion
Optimization

SOURCE: IDC, 2017

FIGURE 4

Role of New Technologies in Facilitating the TPM Process
Field Mobility
IoT

9%
2% 11%
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27%

33%
50%

Analytics
Social Business

33%

5%

22%

9%

29%
26%

27%

22%
24%

13% 4% 7%

27%

VERY IMPORTANT

AVERAGE

IMPORTANT

LESS IMPORTANT
NOT IMPORTANT AT ALL

SOURCE: IDC 2016 CONSUMER GOODS SURVEY
NOTE: PERCENT MAY NOT EQUAL 100 DUE TO ROUNDING
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ward-looking capability to design and implement the best possible promotions to
drive business outcomes for both the consumer goods manufacturer and the retailer.
This may seem intuitively obvious, but only a
few best-in-class companies actually do all three.
It’s also important to note that some vendor
tools do all three, or some subset of the three.
Companies increasingly are unwilling to rip
out existing IT tools, and TPM seems poised to
join that trend. One manufacturer we spoke
with earlier this year was quite happy with its
foundational TPM tools but wanted to find optimization capabilities it could put on top of what
it already had.
That relates back to another prediction we
made for the industry, that within five years the
majority of large consumer goods companies will
have reached the point of trade promotion maturity and will be able to leverage sophisticated
optimization tools. The notion of trade promotion
is going to change in the coming years as directto-consumer and private brand growth inevitably
happens. But as we noted earlier, traditional trade
will persist for many years.
Trade promotion has been problematic for
many companies that have less than full visibility
into performance and lift, but this is changing —
and has to change. The tools are available, the data
is available, and within a few years we expect true
optimization to be a reality (for promotion planning, execution and analytics) for all large players,
as well many small and medium-sized ones.
As we noted last year, most consumer goods
companies are now largely focused on driving promotion efficiency rather than simple cost savings
(though they are quite happy if there are savings),
and they’re increasingly using technology to facilitate promotion analysis and performance.
One thing that is new (or new-ish) that we
increasingly hear about is the issue of analytics
capabilities. While consumer goods companies
don’t have 100% of the data they need for comprehensive analysis, the amounts and quality of what
they do get are much better and the analytics,
therefore, play a larger role.

22

FIGURE 5

New Technologies Applied to Existing TPM Competencies
TPM COMPETENCIES

TECHNOLOGIES IN PLAY

Management

Advanced Analytics, Mobility, 3D printing, ERP

Effectiveness

Advanced Analytics, Mobility, Internet of Things, Cognitive Computing

Optimization

Advanced Analytics, Social Business, Cognitive Computing

SOURCE: IDC, 2017

Given this concern about data and analytics, we
specifically asked a question last year about the
role that a few “new” technologies might play in
driving better promotional performance and, perhaps, as harbingers of things to come. The results
of that question are presented in Figure 4.
In conversations we’ve had this year, analytics remains the clear leader in terms of impact
on the trade promotion process. Field mobility
is critical for retail merchandising and promotional sets, and we’re seeing it become even
more important for the actual trade promotion
process. As we move forward toward a greater
role for consumer interactions, this may change.
But, for now, it’s still early days.
We are fielding many more questions this year
about the role for the internet of things, or sensors
primarily, and its potential impact on the trade promotion process. While that impact is clearly more
on the physical execution of promotions rather
than the planning or financial aspects, the reality
is that it ultimately becomes just another source
of data available to the analytics engine — thus,
emphasizing the importance of those analytics.
Turning to the future, we reiterate a question
from last year: If we are on the verge of a completely new model of consumer engagement,
what does that mean for trade promotion? It’s
important to “ground” this comment at the outset. While growth may be through omnichannel, direct-to-consumer and highly personalized
interactions, the majority of the purchase base
still happens through traditional retail and will for
some time. But the writing is on the wall, particu-
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larly as younger generations of consumers come
into the marketplace; they’ll have no patience for
“old-fashioned” forms of commerce.
In the near term, we’re going to see new technologies increasingly applied to existing TPM process competency, giving way in the longer term
to effectiveness and optimization. Figure 5 is an
illustration of what this might look like.
But the more interesting discussion is about
what the longer term looks like, where new technologies and consumer behaviors will dramatically affect the way that consumer goods companies manage and offer trade promotions. What
happens to funding in an omnichannel world? As
we said in the introduction, it’s not a big deal when
direct-to-consumer sales are in small single digits,
but what happens when they become a significant
percentage of total sales and a significant portion
of the annual trade promotion budget no longer
supports traditional retail sales?
Here’s one possibility: As products and the
shopping experience become more personalized
for specific consumers, the promotional process
also becomes more personalized. The notion of
a hyper-refined promotion — while not possible
today — may become the way in which companies
engage with consumers — at least in part.
Another implication for TPM/TPO is the reality of “always on.” The ubiquity of smart devices
and digitally enabled consumers means that commerce is 24/365. The promotional process will
have to adapt, either in terms of how offers are
presented, or in how demand fluctuations drive
hyper-refined promotions. CGT
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What to Do with Data
IS ANALYTICS KEEPING PACE WITH DATA GROWTH?

FIGURE 6

The Central Role of Data and Analytics

Visibility
ERP
Social
(internal and external)
IoT (sensors)

Consume

Analysis

Action

Data Collection
and Analytics

Cloud
On-Premise
Mobile

Disseminate

Analyze

SOURCE: IDC MANUFACTURING INSIGHTS, 2016

Volume: Quality,
Moore’s Law+

FIGURE 7

Velocity: Speed
(both in and out)

The Analytics Gap
Internet
of Things

Social

DATA

he topic of downstream data is one we’ve
covered in this report from the beginning,
and we’ll continue to do so because it’s
critical to the way that consumer goods
manufacturers calibrate their business to demand.
This year, though, we’d like to broaden the discussion to include all types of data. In a control
tower report published earlier this year, IDC proposed an approach by which new technologies
might “interact.” We present that here in Figure 6.
The idea is that data is collected from multiple
sources (ERP, social and IoT), analyzed quickly, and
then made available to the business via on-premise, cloud or mobile. The reality is that, regardless
of the source or type, the data must be quickly
analyzed and disseminated to the decision-makers
within the business for it to be useful.
For example, many of the people I speak with
think of the IoT as an “instrumentation problem” and while that may be true to a degree in
2017, the reality is that it’s really a “data and
analytics problem.” You can capture all the sensor data in the world, but if accurate data quality
and comprehensive analytics are absent, it’s not
going to be useful.
The reality is that the improved collection
and analysis of disparate data sources is likely
to be the single largest driver of differential performance among consumer goods companies
across all functional areas. Whether it’s input
into or sources of innovation or demand data
to drive supply chain forecast or responsiveness
capabilities, the enterprise that consumes data
more efficiently and effectively has a leg up on
the competition. But it’s not just about the data,
it’s also about the analytics capabilities.
When we speak with consumer goods companies, the growth in data volume and velocity is
not lost on them — they get it. The challenge that
they articulate is how to ensure that the analytics

Variety: Structured,
Unstructured
Uncertain Value:
Relative, Specific,
Case-by-Case

Analytics
‘gap’

ERP+

2005

2010

TODAY

2020
SOURCE: IDC, 2016
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capabilities keep pace. Turning “data into insights”
is the trick, so an “analytics gap” is the real problem, as illustrated in Figure 7. Yes, consumer goods
companies are investing in analytics, and they are
getting value from these analytics. But are the
analytics keeping up with the growth in data?
In Figure 7, we also illustrate three main sources
of data: the more traditional source, which is ERP,
and then two emerging areas of social media/
sentiment and the IoT (sensors). While ERP data
is projected to increase modestly over time, social

“In the data age,
it will be very
easy to go from
‘garbage in,
garbage out’ to
‘BIG garbage in,
BIG garbage out.’”
and particularly sensor data is projected to grow
exponentially. Whether the conference-favorite
“smart” refrigerator ever comes to be in a material
way remains to be seen, but the instrumentation
of the supply chain, for example, is moving forward full bore. Some potential sensor application
examples are listed in Figure 8.
The examples listed in Figure 8 are all supply
chain-centric, but that is where we see most IoT
applications initially. However, it can be transformative in the sense that data is now (or is
about to be) available to the supply chain and
broader business where it was only speculation before. In last year’s report, we presented
results from our 2016 supply chain survey identifying where companies are finding value from
analytics capabilities. We represent that information in Figure 9.
Overwhelmingly, demand planning & forecasting is the top answer when it comes to getting
value from analytics. So having comprehensive

26

data, analyzed in real or near-real time, drives
significant value for both the supply chain and the
overall consumer goods enterprise.
Yet not all data is available in real time — nor
needs to be, frankly. It is our estimate that about
half of all consumer goods companies get 50% of
their data in real time, with about one-fifth getting
75% or more in real time. This number will go up
dramatically in the next few years as sensor data
begins to contribute to overall data volume.

Lastly, we’d like to comment on data quality. As consumer goods companies move into
the “data age,” the necessity for data quality
grows. It will be very easy to go from “garbage
in, garbage out” to “BIG garbage in, BIG garbage
out.” Since many companies have struggled for
years with data accuracy and quality, it suggests that this is something to be wary of lest
CGs find themselves making bad data-driven
decisions. CGT

FIGURE 8

Sensor Application Examples
FUNCTIONAL AREA/
CONSTITUENT

USE CASES

Suppliers

Sensor-enabled VMI; smart vending lockers; location/condition monitoring

Factories

Asset monitoring and maintenance; ingredient location; smart inventory

Transportation

Delivery status/monitoring; extend inventory to include incoming shipments

Customers/Retailers

Sensor-enabled VMI; location/status monitoring; end-aisle display monitoring; smart shelf; POS

SOURCE: IDC, 2017

FIGURE 9

Business Value from Analytics
Demand Planning
& Forecasting

25.5%

Order Management

12.7%

S&OP

10.9%

Demand Sensing

9.1%

Supply Planning

7.3%

Production Planning

7.3%

Inventory Management

5.5%

Other

21.7%

SOURCE: IDC 2016 CONSUMER GOODS SURVEY
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Is DTC the Future — or the Present?
MANUFACTURERS CONTINUE TO CONSIDER THE CHANNEL’S POTENTIAL
ast year, we focused on fulfillment as
the primary problem for product manufacturers aspiring to sell directly to
the consumer. We looked not only at
whether manufacturers should do DTC, but
also how they would do it.
In our 2016 IDC survey, when asked about
the top areas driving change in their business,
the number one response from consumer
goods companies was “selling directly to the
consumer.” It has arrived as a game-changer,
both from a consumer interaction perspective and from a capabilities perspective.
IDC conducts that survey every two years,
so we’ll ask that question again in 2018. For
now, we must rely on the 2016 response
— but to be fair, very little seems to have
changed from last year. Companies are still
exploring DTC as a potential channel of significance, but we’ve not seen any major
overhauling of the supply chain — at least,
not yet.
What we are starting to see are established
consumer goods companies looking to acquire
their smaller, online competition. If you can’t
build it, buy it. A good example of this was
Unilever’s purchase of Dollar Shave Club (at
$200 million, not a small company per se).
For Unilever, this move certainly was about
diversifying into new consumer segments, but
it was also about the ability to get hands-on
experience with a direct-to-consumer model.
While the eventuality of DTC seems like a
foregone conclusion (as we also noted last
year), the timing and mechanics are not.
Three things seem universally true:

1

Retailers will not “go quietly into that good
night” (nor should they), and the dynamics
of DTC and private label will bring them into

28

FIGURE 10

Drivers of Change

(1=MOST IMPORTANT, 5=LEAST IMPORTANT)
D R IVER

RA NK

Selling directly to the consumer

2.43

Growth

2.49

New markets

2.52

Retaining customers

2.57

Competition

3.00

Demand variability

3.16

Lack of innovation

3.46

SOURCE: IDC 2016 CONSUMER GOODS SURVEY

ever more direct competition with manufacturers.
Manufacturers, at least the vast majority
of them, are not set up to go DTC. Most
have optimized their businesses to sell
large quantities of goods to large customers,
not small quantities to consumers, and this is
true for both the selling (think the sales force)
and the fulfillment functions.

2

3

Product innovation is increasingly decentralized, meaning that the national-brand manufacturer no longer has a
stranglehold on new products.
The initial data certainly supports the contention that emerging, digitally enabled competi-
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tors are better suited for overcoming direct-toconsumer challenges. Repeating the point made
in the overview, it has been the long-held view
of IDC that falling entry barriers will let smaller
“lateral” competitors steal 10 to 15 share points
from traditional players over the next five years.
Historical barriers to entry (such as technology
and manufacturing facilities) are now either
“commodities” or available via the cloud. But
the major driver is that, as younger consumers
look either for personalized products or items
that appeal to their generation, smaller competitors are better positioned to be flexible,
take risks and deliver those products directly to
consumers’ homes.
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The broader question is whether DTC is going to be a major channel for consumer goods
manufacturers or not — and if so, how quickly.
Retailers certainly have a head start in terms
of managing DTC, with the potential to use
‘dark’ stores as fulfillment nodes — although
a seamless cross-channel experience still appears aspirational for many. Unless consumer
goods manufacturers (particularly in categories that more naturally lend themselves to
DTC) wish to concede the online channel to
retail, they’ll need to be more proactive.
For the supply chain organization, DTC is
viewed as a priority. In our 2016 survey, when
manufacturers were asked about the things
driving change in their business, selling directly to the consumer was the number one
overall driver, as seen in Figure 10. Interestingly, growth was a close second — and new
channels and markets are the best way to
drive said growth. Furthermore, this was a
survey of supply chain people, so it’s certainly
reasonable to assume that a survey of sales or
marketing people would have yielded an even
higher number for DTC.
Engagements we’ve had with consumer
goods companies support the contention that
they are wrestling with DTC, although anytime that competition and developments are
viewed as being on the fringe, the urgency for
action is muted. One interesting thing here is
the Amazon factor. At IDC, we tend to view
Amazon more as a cloud and logistics firm —
or at least that’s where we see its differentiating capabilities. Should Amazon, for example,
ever decide to get into the private label/brand
business in a big way, its logistical prowess
would instantly make them everybody’s competition — and an unbeatable one at that. One
company we’ve talked with believes that, by
2020, Amazon’s business will be split equally
across online, DTC and traditional retail.
If we table the “how” for a moment and
consider the “should,” the discussion becomes
a bit clearer. As traditional retailers continue
to struggle and close stores, the momentum
behind direct-to-consumer becomes stronger.
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“Unless consumer goods manufacturers
(particularly in categories that more
naturally lend themselves to DTC) wish
to concede the online channel to retail,
they’ll need to be more proactive.”
Once the pinnacle of the department store
juggernaut, Sears recently announced concern
over its ability to survive. Countless other retailers have either disappeared or are a shell of
their former selves — Sports Authority, Staples,
RadioShack, Kmart. All of them were once dominant retail brands.
Consumers haven’t stopped buying, they’ve
just moved much of their buying online, with
attendant expectations for fast, even sameday, delivery. There are some product categories that favor physical retail, like grocery, but
it’s an ever-dwindling number. Sure, as we
already noted, a significant amount of business is done through traditional retail, but it’s
shrinking fast.
So, what do the manufacturers do? They
continue to support retail, certainly, but the
online channel must be the future priority —
through e-tailers like Amazon of course, but
also through DTC.
There are other potential challenges as well.
Whether it’s B-to-B or B-to-C, the essential
role of logistics and fulfillment will remain
the same: to deliver products and orders to
customers on time and in full. But the business
expectations that inform this role will change.
At IDC, we’ve been talking for a few years
now about the expectations of speed and timeline compression for manufacturers in terms
of order lead times and delivery speed. Fortyeight hours from order placement to shipment
delivery is now the business norm in many con-
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sumer product categories, with many instances
where customers and, increasingly, consumers
even ask for 24 hours or less. That most distribution networks are set up with warehouse
locations enabling 18- to 24-hour “drive times”
suggests that expectations for speed will have
a profound effect on warehouse locations and
proliferation.
Furthermore, there is a strong linkage between direct-to-consumer selling and the
notion of personalization that we talked
about in the overview (although the latter
is not exclusive to DTC). Absent a significant
increase in SKU numbers and the associated
challenges to the forecasting process, this
suggests far more postponement requirements and a likely broadening of the key role
of the warehouse.
Consumer goods manufacturers that are not
yet at least thinking about modernizing their
supply chains to support omnichannel fulfillment requirements should begin doing so as
soon as possible. If not, they run the risk of losing market share and competitive positioning
to firms that are better equipped to meet the
needs of a more demanding customer.
This does not necessarily mean immediate and wholesale changes to their fulfillment networks (although it might for some
consumer goods companies). It does mean
evaluating and exploring the changes that
may be necessary over time, and taking steps
today to prepare for that future. CGT

8 T H

A N N U A L

SALES &

MARKETING
REPORT 2017

Taking the Risk Out of Digitization
CYBER SECURITY BECOMES A KEY CONCERN
he inherent complexity and “length” of
global supply chains, along with a dramatic
increase in the volume and variety of data
exchanged between suppliers, manufacturers and customers, is raising the profile and
importance of securing this data.
Furthermore, as cloud, or hosted, business applications grow in usage, the potential to “expose”
data to non-authorized users also grows. Indeed,
within the consumer goods supply chain, cyber
security has now passed physical security as the
major concern for many companies.
This does not mean, of course, that physical
security issues are not still important, just that
the number of cyber attacks have increased to
the point where companies must focus more
on them. How consumer goods manufacturers
approach security, and the tools they use in
combatting both physical and virtual breaches,
is a huge IT focus as we move through 2017.
Indeed, cyber security is a key element in two of
the main drivers of change for the industry:

FIGURE 11

Areas of Potential Risk

New Product
Innovation

Quality leaks; theft
of IP; proactive
competitive moves

Supply Chain
Equipment hacking;
privacy violations;
public exposure of
private information

SOURCE: IDC, 2017

Sales &
Marketing

Cost/performance
tradeoffs; product
recall insights; product
sales and profitability

Information as an Asset: Increasing the
use, analysis, and security of Information. IDC estimates that the digital universe is growing at 40%
per year and will reach 44ZB, or 44 trillion gigabytes,
by 2020. The challenge is to exploit information as
an asset that can fuel digital transformation — to
create new efficiencies or generate new revenue
streams. Consumer goods manufacturers are recognizing that their information must be usable for
analysis and, in turn, analyzed. This will allow them
to better understand their products and processes
with visibility into the actual performance, as well
as to create a foundation for continuous improvement and new products and services. Ensuring that
data is gathered and analyzed in a cost-effective
manner, and protecting this information as it’s collected, stored and analyzed, is critical.
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Business-Relevant Security: Connecting cyber and physical security across IT and
OT. Although the IT organizations of consumer
goods manufacturers can usually identify what
they need for a complete cyber security strategy, the increasing overlap of IT and OT (operations technology) is redefining their security
requirements in terms of tools, technologies,
policies and governance.
In addition to securing data centers, networks, transactional systems, customer data,
and engineering designs, the convergence of IT
and OT, and the addition of sensor data on connected assets, products, and supply chains, are
changing the security roadmap. An integrated
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approach to security will also account for sensors, supervisory control and data acquisition
(SCADA), GIS, GPS, and data historians.
These may seem like overly technical points,
but they are highly relevant to the sales and
marketing functions because data and insights
are increasingly becoming part of what these
businesses sell. Under Armour, for example,
is increasingly viewing itself as a health data
company that happens to sell clothing. The
ability for Under Armour to sell consumer “experiences” based on the data collected from
sensor-enabled apparel is related absolutely to
the accuracy and security of their data. Figure
11 illustrates areas of potential risk. CGT
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Building a Smart Digital Enterprise
EXCEEDING CONSUMER NEED IS THE ULTIMATE GOAL

he digital mission of consumer goods
companies is to create and deliver
engaging experiences at scale for
consumers (the end-user) and customers
(mainly retail). It’s not enough to meet the needs
of consumer segments; companies must meet
and exceed the needs of individual consumers,
both in ways they expect and ways they have
not yet imagined.
Innovation excellence needs to be emphasized in terms of the success of new products
and the number of items that will be required;
the ability of the supply chain to manage different engagement models; and the ways in which
both consumers and customers are engaged
(and how that engagement gets funded). Consumer and customer expectations will make
this strategy mandatory, but implementation

success and efficacy will determine profitability
and competitive differentiation.
Engaging successfully, and repeatedly, with
the consumer is the central imperative for the
consumer goods company — one that becomes
much more complex and nuanced when dealing
with digitally savvy consumers. Engaging with
the ultimate user of a product with varied experiences and services over the usage life is not a
trivial undertaking, and substantial investment
is required to achieve that goal.
In conjunction with that effort, it must be recognized that consumer goods companies engage
with extensive retail customer networks that serve
both geographic areas and consumer segments
(grocery, drug, club and mass market). These traditional partners, as well as new digital partners,
will have to be connected (see Figure 12).

FIGURE 12

Engaged Consumer/Connected Customer

Consumer
Commerce at Scale
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Omnichannel
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access
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Digital marketing

Immersive experience

Omni-experience
transparency

SOURCE: IDC, 2017
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Cognitive funding/
opportunity database

Each of the three domains within the Engaged
Consumer/Connected Customer model has further granularity, but broadly speaking:

1

Engaging successfully with consumers will
be what distinguishes winners from losers
in the digital marketplace. Offering digital
or digitally enabled experiences to individual
consumers at scale is the challenge. In part,
it’s about the ability to deliver personalized
products and shopping experiences, but it’s also
about creating that experience when and where
the consumer wants it, and in an immersive
way that meets or even exceeds expectations.
Having the right technologies in place to profitably deliver these capabilities will be a key to
successful programs.

2

The role of the retailer has been largely defined as making the original sale, working
with the consumer goods manufacturer on
promotions, and being the place for occasional
returns. Although this is changing, the retailer
is often the “face” of the brand owner to the
consumer. In light of the strategic priority to directly engage with consumers, consumer goods
companies need to change how they interact
with their retail customers.

3

. An important component of engaging
with consumers and connecting with retail customers is the way consumer goods
companies handle promotions as the marketplace transitions from “analog” interactions
to digital ones. Whether they are consumer
promotions like coupons, or trade promotions
like temporary price reductions, the ability to
manage them in the context of omnichannel
commerce becomes critical. This is particularly
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noteworthy as direct-to-consumer commerce
looms on the horizon. Thus, the ability to seamlessly move funds across promotional vehicles,
and the ability to engage digitally and be smarter about fund allocations, are key capabilities.
Additionally, the digital mission will rely on
a steady supply of new products. Indeed, the
ability to both introduce new products that
meet new or unmet consumer needs, or the
necessity to “beat the fade” by offering changing flavors or fragrances for existing products,
is at the heart of the success. Implementing a
coherent, extended process innovation platform is the first step, but it’s not enough. In
the digitally enabled marketplace, the ability
to source new ideas from all quarters will be
essential, as will the ability to transparently
manage all products through the full lifecycle
(see Figure 13).
Each of the three domains within Innovation
Acceleration also has further granularity, but
again speaking broadly:

1

One key objective for consumer goods companies is to take more input from, and collaborate with, the entire ecosystem — customers, suppliers, and partners — on product
and service offerings in order to both improve
success rates for new products and generate
greater numbers of net new ideas. Organizations must also create realistic digital models of
the product and packaging components to support process engineering and logistics requirements, while also enabling faster development
cycles as well as the ongoing improvement
of quality, function and performance. These
requirements will dictate the investment in a
new generation of design and product lifecycle
capabilities that IDC collectively refers to as the
“product innovation platform.”
The inability of many consumer goods
companies to develop and bring to market new products of acceptable quality or
frequency is a sizable problem. By 2020, many
categories will earn as much as 70% of revenue
from products less than three years old. In the

2

“The ability to source new ideas
from all quarters will be essential, and
the old ways of understanding appeal
and purchase intent will become archaic
and ineffective.”
digitally enabled marketplace, the ability to
source new ideas from all quarters will be essential, and the old ways of understanding appeal and purchase intent will become archaic
and ineffective.

3

Although they’ve come more recently to
product lifecycle management, consumer
goods companies have become fervent
advocates. This is mainly due to the rapidity
with which innovation churns through many
categories, and companies often are not as

good at retiring products as they are at introducing them. The management of products
(stock keeping units), quality maintenance, and
an eye toward lifetime profitability are part of
this effort.
There are other elements of the digital enterprise, including the digital supply chain and
smart manufacturing, but our focus here has
been sales and marketing so we’ll leave those
be for now. Suffice it to say, the digital enterprise is the top priority for consumer goods
manufacturers in 2017. CGT

FIGURE 13

Innovation Acceleration
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THANKS TO OUR SPONSORS
TITLE SPONSOR

Oracle offers maximum personalization and choice, including SaaS applications for customer experience, enterprise performance
management, enterprise resource planning, human capital management, supply chain management, and more. www.oracle.com

STUDY SPONSORS

Clarkston Consulting provides management, operations, and implementation consulting services for consumer products and life sciences companies.
Within the consumer products industry, we deliver solutions for sales and marketing, supply chain, quality and regulatory, and enterprise systems. Clarkston
has achieved a 16-year average client satisfaction rate of 97% by continuously
pushing for success for our clients, our consultants, and our company. Learn
more at www.Clarkstonconsulting.com

Founded in 2000, E2open provides the largest and most comprehensive Supply
Chain Operating Network, including a broad suite of collaborative supply chain
solutions. Leading global enterprises rely on E2open to provide greater end-toend visibility, more accurate data and insights, and real-time business process
orchestration across complex, multi-enterprise trading partner networks.
www.e2open.com/

Exceedra is a global provider of Integrated Business Planning & Revenue
Management solutions for Consumer Goods companies. Our solutions deliver
capabilities for clients to improve and simplify planning processes including
Trade Promotion Management and Optimization, Customer Business Planning,
Joint Business Planning, Demand Planning, and Sales & Operations Planning.
For more information: www.exceedra.com

GoSpotCheck is the leading real-time field intelligence solution for enterprises.
The GoSpotCheck platform empowers teams to use their smartphones and
tablets to gather time-sensitive data and images in the field. This intelligence
immediately translates into real-time dashboards for management to directly
measure and manage retail execution. Visit: gospotcheck.com

36

C G T | J U N E 2 0 1 7 | S A L E S & M A R K E T I N G R E P O RT

8 T H

A N N U A L

SALES &

MARKETING
REPORT 2017

STUDY SPONSORS - CONTINUED

Mindtree delivers digital transformation and technology services from ideation to execution, enabling
Global 2000 clients to outperform the competition. Mindtree takes an agile, collaborative approach to
creating customized solutions across the digital value chain. Our deep expertise in infrastructure and
applications management helps optimize your IT into a strategic asset. www.mindtree.com

Find the Right Ingredients to Drive Revenue and Profitability in Food and Beverage
Looking to grow revenues and profits? Your data has all the answers you need. PROS food industry focused platform makes pricing and selling products easier, faster, and smarter. Our unique combination of
automation, intelligence and actionable insights based on Dynamic Pricing Science and advanced analytics helps food manufacturers and distributors drive better business performance and outperform their
competitors. www.pros.com/industries/food-and-beverage/

The Accenture Cloud Consumer Goods solutions are transforming the sales and marketing processes
within consumer goods companies combining Accenture’s industry expertise with Salesforce, the Customer Success Platform and world’s #1 CRM. Consumer goods companies can now establish a single
system of engagement to win in-store and drive insight into action. accenture.com/cg.solutions

SAS is the leader in analytics. Through innovative analytics, business intelligence and data management
software and services, SAS helps customers at more than 83,000 sites make better decisions faster. Since
1976, SAS has been giving customers around the world THE POWER TO KNOW®. For more information,
visit sas.com.

Optimizing Promotion Return Through Visibility, Accuracy and Predictability
T-Pro Optimum® predictive analytics and post-promotion analysis Trade Promotion Optimization solution
empowers CPG manufacturers to take control and maximize their promotion investment through: 8-12
week implementation; Data harmonization; Real-time KPI and ROI analysis; Accurate baselines; Constraint-based predictive modeling; Historical and predictive scenario planning; Integration with any TPM
or spreadsheet. t-prosolutions.com

Teradata empowers companies to achieve high-impact business outcomes. With a portfolio of business
analytics solutions, architecture consulting, and industry-leading big data and analytics technology, Teradata unleashes the potential of great companies. Visit teradata.com.

Wipro is a leading IT, consulting and business process services company that delivers winning business
outcomes through its deep industry experience and 360 degree view of “Business through Technology.”
By combining digital strategy, customer-centric design, advanced analytics and product engineering approach, Wipro helps its clients create successful and adaptive businesses. For more information, please
visit www.wipro.com
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