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Consumer-Driven World

A search for “best toothpaste” on
YouTube generates 9,250 results. So
who needs to know what “4 out of

5 dentists recommend” when you
can consult with “Teeth Talk Girl,”

a YouTube channel run by a regis-
tered dental hygienist that has 3,788
subscribers.

It’s not likely that Teeth Talk Girl is
having much impact on the world’s
toothpaste preferences. (She’s not a
fan of whiteners, by the way.) But the point is clear: Any
brand trying to make an impression with consumers these
days has a lot of other voices with which to contend —
including a whole lot of those self-same consumers, armed
with simple technology that makes it as easy for them to
reach a mass audience as it is for a multi-billion dollar con-
sumer goods company.

Meanwhile, one of the world’s most important con-
sumer goods retailers is working very hard to automate as
much of the buyer-seller relationship as possible. “You’re
increasingly not working with humans over there,” says
Sam Gagliardi, IRI’s senior vice president of e-commerce, in
reference to Amazon.com.

Buyers at some traditional retailers are focusing more
on smaller brands because looking for unique products “is
what’s driving the consumer back into the store,” accord-
ing to RangeMe founder and chief executive officer Nicky
Jackson. The online product-sourcing platform for retailers
showcases more than 125,000 different suppliers, exempli-
fying the new competitive landscape.

As if these issues aren’t enough to send the traditional
sales and marketing-driven consumer goods company
into a business transformation frenzy, let’s not forget the
potential of direct-to-consumer selling. “I truly believe
every brand owner is going to become a retailer,” suggest-
ed industry advisor Andy Walter, a former IT and shared
services leader at Procter & Gamble, at the recent Retail &
Consumer Goods Analytics Summit.

Peter Breen
Editor-in-Chief, CGT

Driving the Right Balance

Chief marketing officers now devote more than one-fifth

of their budgets to technology, according to Gartner. More
specifically, they plan to quadruple spending on analytics in
the next three years, says Deloitte. In sales, mobile field tools
providing access to deeper data are making retail execution a
real-time activity.

Consumer goods companies are scrambling to find the
tools needed to effectively react to all the changes taking
place. That task, too, has become harder than it used to be,
due to the explosion of new technology that’s occurred.

And it’s no longer just back-office business tools that need
to be considered. Even consumer technologies — smart
appliances, voice assistants, wearables — are providing new
ways for product manufacturers to engage with audiences.
What makes it doubly exciting is that these technologies also
act as windows into consumer behavior that can be analyzed
to develop even stronger engagement.

One area for the industry to consider, however, is avoiding
an over-reliance on technology — for example, the way that
programmatic advertising seems to have let some organiza-
tions put their marketing strategy on autopilot along with
their ad campaigns.

“The tools of our craft have never been so sophisticated,”
said Eric Reynolds, chief marketing officer at Clorox Co., at
the IRl Growth Summit in March. “We worship at the altar
of data and technology now.” But Reynolds warned against
blind devotion that would let marketing “evolve into a series
of transactions involving data,” with brand building being
forsaken entirely. “Technology shouldn’t change what we
market, but how we market,” he advised.

Put another way, the goal for brands is to “serve consum-
ers in ways that are distinct to [the brand] and personal for
each” individual, said Adam Sussman, Nike’s chief digital of-
ficer, at the recent ShopTalk conference. “Technology is most
powerful when it serves people.”

Our goal with this year’s 9th annual Consumer Goods
Sales & Marketing Study was to examine the various ways in
which companies are learning to do that. Enjoy.

CONSUMERGOODS.COM | JUNE 2018 | CcGT 13
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Il THE PROGRESS REPORT

Simon Ellis
IDC Manufacturing Insights

‘Improvement’ Is for Losers

CONSUMER GOODS COMPANIES ARE TAKING STEPS TOWARD TRUE TRANSFORMATIONAL CHANGE

n the nine years that CGT and IDC have

collaborated on this report, the general

topics that we’ve covered haven't really

changed much, because the areas that
consumer goods companies cite as critical
for running their businesses have remained
pretty consistent.

But at the same time, we’ve shifted the
theme of these topics from “How do | im-
prove what | already do?” to “How should |
be doing these things in the future?”

Digital transformation of the sales and
marketing functions has become the sin-
gle biggest issue in the consumer goods
industry, so we'll focus a lot of this year’s
discussion on how that’s playing out at
some companies. It’s not just digital for its
own sake, however, but rather how these
technologies can let businesses behave dif-
ferently in fundamental ways, to do things
that were not previously possible — or at
least not practical.

Depending on whomyou ask, companies
are either undergoing a gradual but consis-
tent shift to digital business models — or
facing bankruptcy tomorrow if they don’t
adopt digital today. While the reality is likely
somewhere in between for most organiza-
tions, it’s certain that the future for any CG
lies with digital.

In early 2018, IDC updated and amplified
the following predictions, some of which
were first presented in last year’s report:

growth over the next decade
will be captured by companies
that successfully engage directly with
consumers.
The decades-old battle for control between
consumer goods manufacturers and retail-

1 As much as 90% of industry

ers is over and the winner is ... the con-
sumer — who is relentlessly connected,
craves individuality/personalization, and
is intolerant of complexity and latency.
As older consumers give way en masse
to the Millennial and Gen Y generations,
this “problem” gets worse. That, as we've
said, isa consumer goods company’s worst
nightmare — but also its greatest opportu-
nity. Companies that figure out how best to
engage with these in-control consumers
will be positioned to capture more than
their fair share of growth.

In the next few years,as barriers
Z to entry continue to fall, smaller,

newer competitors will wrest
10 to 15 share points from traditional,
large enterprise players.
Less than 3% of industry growth in the last
three years came from traditional players.
While small entrants historically have al-
ways earned a significant piece of the pie,
many analysts believe their share has never
been higher. As one prime example, nearly
half (49%) of the 200 top-selling packaged
goods launches in 2017 came from small
suppliers with annual revenue of less than

S$1 billion, according to IRI’s annual “New
Product Pacesetters” report (see more on
page 20).

No one believes this to be an anomaly
anymore, because new competitors to tra-
ditional businesses are appearing in ever-
growing numbers. The historical barriers
to entry (manufacturing capabilities, tech-
nology — a workforce) have disappeared;
they’ve either become “commaodities” or
are now available via the cloud. Entrepre-
neurs have long started businesses out of
their garages; the difference these days is
that they can build up a global customer
base while still in the garage.

Another factor is that, as consumers
look either for personalized products or
items that appeal to their generation,
smaller competitors are better positioned
to be flexible and take risks.

Successful businesses will
3adopt and adapt capabilities
to capitalize on the growing
“front edge” of the industry while
ensuring that the traditional base

business is properly supported.
The challenge for traditional players is

Entrepreneurs have long started
businesses out of the garage; the
difference these days is that they
can build up a global customer
base while still in the garage.

14 CGT | JUNE 2018 | CONSUMERGOODS.COM
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the balancing act of protecting the base
business while finding new ways to cap-
ture growth. While most of the industry
conversation centers on digital disruption,
most current business is still conducted
with conventional products through tra-
ditional retail — and will remain that way
for some time.

Appealing to younger consumers
through new and novel ways isimportant,
but so is making sure that the existing
business is properly served (even as it
shrinks). Companies able to do this well
will be the ones that thrive.

By 2020, one-third of consum-

er goods companies will have

made gains through digital
transformation, with the remainder
held back by inflexible/outdated
business models, processes or func-
tional structures.
IDCresearch finds that one of the biggest
gaps currently between digital thrivers
and survivorsisin the area of leadership,
which holds the critical responsibility of
creating a vision for the direction their
companies must head. Yet despite all the
obvious industry indicators, many lead-
ers are still not ready to change direc-
tion by adopting new business models
or functional structures.

What’s more, not every company that
has a vision will be able to fully lever-
age its investments in supply chain and
the other areas of digital transformation
(which has many dimensions). But we
already see some leaders laying out a
roadmap for their companies to evolve.

As noted last year, noteworthy examples
include Bayer’s move to join with Mon-
santo to increase agricultural innova-
tion, and Under Armour’s investments in
technology-enabled products and health
information (a recent security-breach set-
back notwithstanding). These moves re-
quired executive leadership to recognize
how both the business model and enabling
processes must change — and not just
incrementally, but fundamentally.

/00.000.0

Within five years, the majority

of large consumer goods com-

panieswill have reached alevel
of trade promotion maturity that lets
them leverage sophisticated optimi-
zation tools.
The concept of trade promotion is going
to change in the coming years as direct-to-
consumer sales and private-label brands
inevitably grow. 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. This is
changing — and has to change. The tools
are available, the data is available, and
within a few years, we expect that true
optimization — of promotion planning,
execution and analytics — will be a reality
for all large players, and many small and
medium-sized ones as well. (Also on the
horizon is broader, greater alignment of
the commercial spend. See page 30.)

For these projections, we define new
products as both “Horizon 1” launches such
asline extensions and variants, and “Horizon
2” innovation like new brands and new value
propositions. Winning companies will most
assuredly focus more on the latter.

Thiswon’t happenin all product catego-
ries, of course, but it almost certainly will in
health & beauty and personal care. One of
the implications here is the need for com-
panies to up their game in the new product
developmentand implementation process
(see page 20).

Data,Data, Data ... and Quality

Though not a “trend” per se, the

subject of dataand data quality is es-
sential to discuss. Many people IDC speaks
with think of the Internet of Things as an
“instrumentation problem” and, while that
may have beentruetoadegreein 2016, it’s
now really a “data and analytics problem.”
You can capture all the sensor data in the

FIGURE 1

SOURCE: IDC 2018 CONSUMER GOODS SURVEY

Most Important Element for Business Success

Service

(on-time, in-full issue resolution)

Product quality
(performance, meeting customer
needs, endurance)

Cost

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

By 2020, the contribution of new

products (less than three years

in market) to overall revenue will
increase by 20%.
Many product categories already experi-
ence high SKU churn. IDC expects this to
accelerate over time, as consumers become
more demanding of personalization and
product differentiation.

world, but it’s not useful if you don’t have
accurate data quality and comprehensive
analytics capabilities.

As we move rapidly into a world where
the consumer has become the primary driv-
ing force for the industry, consumer goods
companies are confronting some tricky
guestions — in particular, how to shift from
amass-market world to one that values per-

16 CGT | JUNE 2018 | CONSUMERGOODS.COM
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sonalization and customization.

The other implication for a consumer-
centric world is that the focus for many busi-
nesses has shifted. While cost and service
remainimportant, of course, the majority of
companies now place the greatest emphasis
on product quality (see Figure 1).

This shift has been occurring for a few
years, but asillustrated in the chart, almost
half of consumer goods companies now
cite product quality as most important.

The other profound implication from
our discussions with consumer goods
companies is the nature of competition. If
lateral competitors will gain 10to 15 share
points over the next five years, larger com-
panies will be required to change the ways
in which they compete. Many of these
small, nimble, disruptive new competitors
have been digitally enabled, with business
models built on competencies that weren’t
possible in an “analog” world.

" Ficunc: §

Three Horizons for Digital Transformation

Horizon 1 Efficiency and effectiveness: Do the
things we do today in the supply chain better

Horizon 2 Be resilient to market disruption: Have a supply chain that
can quickly adapt to disruption in the marketplace

Horizon 3 Be the disruptor: Supply chain supports new business models

or dramatically re-imagined ones

60% sy its about
efficiency (ROI)

80% expect

to be disrupted
within 3 years

Leaders

Being digitally enabled doesn’t guar-
antee business success, of course. But
consumer goods companies cannot suc-
ceed without it. While many traditional

companies are modernizing to be more
resilient to external disruption, the real
leaders are striving to become the disrup-
tors (see figure 2). ®

Il B ORGANIZATION

Taking the ‘&’ Out
of Sales & Marketing

E-COMMERCE IS HELPING TO FINALLY BRING THE FUNCTIONS TOGETHER

BY PETER BREEN

f all the fortified walls separating

business units in the typical con-

sumer goods organization, none
has been thicker over the yearsthanthe one
between sales and marketing.

The division has proved to be dysfunc-
tional at times, with a lack of communication
often leading to counter-productive, even
conflicting activity at retail, where sales-side
trade promotion programs would overlap
with (and possibly nullify) marketing-driven
consumer promotion or mass media cam-

paigns. Such misalignment would work back
through the supply chain, too, leading to
poor inventory planning.

“In an age when sales channels and
marketing tactics are more numerous and
complex than ever before, alignment has
never been more critical,” says Lora Cecere,
founder of Supply Chain Insights. “Yet align-
ment is still elusive for most companies.”

Among the reasons are conflicting per-
formance incentives, according to Cecere.
“The sales department is focused on vol-

ume and effectiveness, while marketing is
incentivized on market share. Meanwhile,
the supply chain organization is focused on
cost mitigation.”

However, every recent appointment of
a chief growth officer or chief demand of-
ficer (by Coca-Cola, Mondelez Internation-
al, Kellogg and Colgate-Palmolive, among
others) has created another crack in that
historic wall, as consumer goods compa-
nies increasingly acknowledge the fact that
sales and marketing need to have the same
marching orders.

A big reason why is that e-commerce has
blended the two roles more than ever be-
fore by eliminating the distinction between
consumer and shopper, closing the gap be-
tween the onset of a consumer need and
the completion of a purchase designed to
fillthat need. While the traditional purchase
funnelisstill thereintheory, a consumer can
now get from start to finish in a few seconds
and a couple of clicks.

A Cultural Shift in Yogurt

“How can you not have sales and market-

18 CGT | JUNE 2018 | CONSUMERGOODS.COM
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ing integrated,” asked Peter McGuinness, who after
four years as chief marketing and brand officer at Cho-
bani was named chief marketing, commercial and
demand officer last summer. The new position (if that
isn"t obvious) signaled Chobani’s decision to align sales,
marketing, product innovation, insights, analytics and
category management into a single, integrated “De-
mand Creation” unit.

“We’re combining all of those people and all of those
budgets to [create] a large, connected, non-competi-
tive demand budget. So it’s pretty cool,” McGuinness
explained to CGT soon after taking on the role. “We're
developing things at the right time for the right reasons,
based on consumer and customer feedback.”

any 2 Chobam

Fllp snacks

Lose yourselfin ou crunchiest,
creamiest, dreamiést snacks.

“There’s always been historic, healthy tension be-
tween marketing and sales” as companies conducted
the long-standing trade promotion vs. brand building
debate. “And you'd have weekly status alignment calls,”
he explained. “But they’re [still] separate departments.
No matter how much you try ... you're never going to
have full alignment. So [uniting the functions] felt like a
faster, easier, more enlightened go-to-market strategy.”

“And now we’re all working early, often and up-
stream developing the new products and platforms,
the packaging, the marketing and all the innovation —
and the salespeople are seeing all of that from the very
beginning, so they can sell better,” he said.

McGuinness acknowledged that Chobani doesn’t
have the “historical legacy structures” (both tangible
and theoretical) that likely keep so many older, tradi-
tional CGs from following the same course of action.
“We didn’t have to tear down walls or deal with silos
andfiefdoms,” because they never became entrenched
at 12-year-old Chobani.

Still, the tools needed to “de-trench” are now avail-
able. And the idea that CGs should realign to become
consumer- rather than product-centric has, for the
most part, gained industry-wide consensus. The only
thing still needed is the organizational readiness to start
tapping away at the wall. @

B B NEW PRODUCT DEVELOPMENT

A Made to Order
Marketplace

CHOOSIER CONSUMERS, MULTIPLYING COMPETITORS HAVE
CGS RETHINKING PRODUCT DEVELOPMENT
BY PETER BREEN

he average category leader in a brick-and-mortar store has a 13%
market share online, according to IRI. Launching a few new flavors
isn’t going to fix that.

Nearly half (49%) of the 200 top-selling packaged goods launches
in 2017 came from small suppliers with annual revenue of less than $1 bil-
lion, according to IRI’s “New Product Pacesetters” report for 2017. What'’s
more, 40% of the food and beverage products and 25% of the non-food
items in that total were launched by brands new to the marketplace.

With Millennials far less likely than previous generations to select
traditional, mainstream brands, and with the digital age making it far
easier for these consumers to find alternative brands that better match
their own preferences, consumer goods companies can no longer rely on
brand extensions or “new and improved” product attributes to add much
incremental revenue.

The perfect example has been well scrutinized: ongoing efforts by
Procter & Gamble’s Gillette to top the prior year’s “innovation” (and
dollar growth) with features and benefits that helped more to increase
razor prices than to provide real consumer value. While P&G succeeded
in driving incremental growth, it also left the door wide open for startups
Dollar Shave Club and Harry’s, Inc. to leverage the internet, solve for real
consumer needs (price, ease of purchase) that Gillette had beenignoring,
and steal share.

“You have to create new and unique value,” says Zahir Dossa, who
launched Function of Beauty to deliver “hyper-ultra personalization” in
personal care. The 2-year-old company’s shampoos and conditioners are
formulated differently for each specific shopper — whose name is then
placed on the bottle. (12 billion formulations are possible.) “You take
[your] brand completely out of it and give it to them,” Dossa says.

Personalizing the Product
While most CGs aren’t taking their brands
out of the equation just yet, many are
testing the personalized product wa-
ters. For one, Nike’s “By You” collection
lets consumers build their own shoes,
starting with the type and including
materials, colors and other features.
“By allowing consumers to design and

20 CGT | JUNE 2018 | CONSUMERGOODS.COM




9TH ANNUAL

SALES &

MARKETING
STUDY 2018

develop their own shoes, Nike is effectively
transforming portions of its innovation pro-
cess from company-led to consumer-led,”
Mark Osborn, vice president of digital strat-
egy & business planning at SAP, said in a
recent blog on consumergoods.com.

“Previously, Nike would have com-
missioned expensive, qualitative con-
sumer research studies to predict shift-
ing needs and preferences, and then
interpret the findings to make big bets
on product innovations and extensions,”
Osborn explained. “Now, Nike delivers
an entirely personalized experience for
the consumer while gaining real-time
insights at a macro-level into broader
shifts in preferences — all at no incre-
mental R&D cost.”

Personalizing the Process

Nike isn’t quite turning the entire innova-
tion process over to consumers. But it is
addressing an important shopping trend
while also gathering critical intelligence
to fuelthe internal NPD process — which,
ifitisn’t clear already, needs to be far less
internal than it used to be.

“Membership serves our consumer,
and membership serves our business,”
said Adam Sussman, Nike’s chief digital
officer, about NikePlus, the brand’s app-
centered loyalty program. The program
has 100 million-plus members worldwide
who have become de-facto contributors
to the innovation process. “All the data
drives optimal product recommenda-
tions,” Sussman told the audience at
ShopTalk in March.

Similarly, Conair’s Cuisinart tracks so-
cial media sentiment to help drive its in-
novation, modifying existing products
and developing new ones based on what
consumers are saying. By gaining a better
understanding of consumer need ahead
of time, “You can save yourself a lot of
time and money when you’re engineer-
ing a product from scratch,” noted Mary
Rodgers, the brand’s director of market-
ing communications.

Another strategy that’s becoming

/00.000.0

more commonplace among larger CGs
is the use of accelerators or incubators
that find emerging brands with potential
and shepherd them through the growth
process — going the adoption route
then birthing the babies themselves,
so to speak.

In May, Kraft Heinz presented the
first round of recruits for Springboard,
a platform the company unveiled in
March to nurture, scale and acceler-
ate the growth of “disruptive brands.”
Among the initial wave were low-carb
chips made from egg whites (Quevos),
beverages made from aronia berries
(Poppilu), and a 400-year-old family
recipe for beef jerky (Ayoba-Yo).

overall brand experience. These days, a
brand’s ability to simplify the fulfillment
process can be just as important as the
product itself.

For instance, Dirty Lemon Beverages
co-founder Zak Normandin thinks the
company’s unique fulfillment model —
direct delivery on orders that can only be
placed via text message — is asimportant
to success as the healthy juices it sells.

“Technology provides the ability to
offer service beyond the product itself,”
explained Martin Aubut, chief digital
officer for L'Oréal Canada, which is on
the lookout for tools that will improve
the shopper’s path to purchase — as
well independent brands that can

Hurley)( convense >

- MEN

WOMEN

'YOU DESIGN IT

We'll show you how to get started below.

START

WITHA
BLANK
CANVAS

BOYS

WE MAKE IT

To your exact specifications

GIRLS

Join /Log In To NikePlus Account ~ Help ™

CUSTOMIZE TRENDING Q

DELIVERED IN 3-5 WEEKS

We'll email you updates along the way.

Running Soccer

Nike By You lets shoppers build their own sneakers from scratch.

Personalizing Beyond

the Product

Companies also are using these incuba-
tors to find and foster new technolo-
gies that can help with another critically
important aspect of new “product”
development: improving consumer en-
gagement and loyalty by enhancing the

enhance the portfolio.

“Stop worrying about launch success
and [instead] worry about customer
lifetime value,” said Aubut, while speak-
ing in March at an event.

His point? Even new product devel-
opment needs to adopt a stronger focus
on the consumer. @
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Il B DATA & ANALYTICS

Going Deeper with the Data

ANALYTICS CAPABILITIES HAVE BECOME THE LIFEBLOOD OF ENGAGEMENT

BY SIMON ELLIS, IDC MANUFACTURING INSIGHTS, AND CGT STAFF

nalytics has become the larg-

est line item on the budgets of

chief marketing officers, accord-

ing to Gartner’s 2017-18 “CMO
Spend Study,” which compares alloca-
tions across 13 capabilities. And while it
already commands about 9% of the total
budget, analytics spending is expected
to nearly quadruple over the next three
years, according to Gartner.

“This significant budgetary commit-
ment is grounded in CMOs’ understand-
ing that analytics is central to delivering
[consumer] experience; identifying, un-
derstanding and growing [the consumer
base]; and measuring and optimizing mar-
keting performance,” the report states.

The emerging mission of consumer
goods companies is to create and offer
engaging experiences at scale for both
the consumer (the end-user) and the
customer (still mainly retailers). It’s no
longer enough to meet the specific 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. The
catalyst for fulfilling this mission is, of
course, digital.

“Digitalization is a matter of four stra-
tegic themes: better, closer engagement
and knowledge of consumers and shop-
pers; a partnership renewal between
manufacturers and retailers to mutually
grow the category and deliver value to
shoppers; automating internal processes
to operate faster and more efficiently;
and, very often, the opportunity to rein-

vent business models in which data be-
comes part of the product,” says Vittorio
Cretella, principal at VCAdvisory and for-
mer chief information officer of Mars, Inc.

“Analytics is an essential enabler across
these four dimensions,” Cretella says. “What
used to be operational reporting focused on
“What happened” needs to evolve into stra-
tegic insight that explains why it happened
and what will happen next.”

“Dataisthe new currency,” said
Joher Akolawala, senior vice
president and global CIO at
Mondelez International,
while speaking at the
Retail and Consumer
Goods Analytics Sum-
mit in April. Critical to a
brand’s future success is
the ability to understand
the DNA of its consumers,
and the underlying ability to le-
verage analytics as a business solution
rather than a traditional IT project, he ex-
plained. Predictive analytics is the future.

Rules of Engagement
Over the next few years, consumer goods
companies will emphasize innovation ex-
cellence asit relates to the success of new
products (and the number that will be
required), the ways in which both con-
sumers and customers are engaged (and
how that activity will be funded), and the
ability of the supply chain to manage new
and different engagement models.
Evolving consumer and customer ex-
pectations make this strategy mandatory,

but implementation success and efficacy
will determine profitability and competi-
tive differentiation. Engaging successfully,
and repeatedly, with the consumeris now
the central imperative. The “old ways”
of engaging with consumers, as well as
connecting with customers, will no longer
suffice. But engaging with the ultimate
user, who might have varied experiences
and services over the product’s lifecycle,
is not a trivial undertaking. There
is substantial investment re-
quired to achieve that goal,
particularly asit relates to
data and analytics.

In conjunction with
that effort, it must be
recognized that CG
companies engage with

extensive retail networks
serving both geographic ar-

eas and consumer segments

(grocery, drug, club and mass market).
These traditional partners, as well as new
digital partners like Amazon, will have to
be connected.

Retailers, too, now have a greater stake
in this game if they want to stay relevant
(and in business). CVS Health may once
have believed that consumer analytics
was an activity “best left to our partners,”
according to chief analytics officer Rob-
ert Darin, while speaking at RCAS. But
the drugstore giant now understands
that “analytics is how we’re going to do
business,” a competency that must be
pervasive throughout the organization —
especially since CVS’s ambitious mission

24 CGT | JUNE 2018 | CONSUMERGOODS.COM
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is nothing less than reinventing the retail
pharmacy experience.
Asdiscussedinlast year’s report, there
are three key elements to tackling this
need to engage consumers and connect
with customers:
PERSONALIZATION AT SCALE: As
already noted, successful engage-
ment with consumers is what will
distinguish winners from losers in the
digital marketplace. Offering digitally
enabled experiences to individual con-
sumers at scale is a significant challenge,
and some of the automated practices
currently in vogue (retargeting, program-
matic buying) fall quite a bit short of true
relationship-building personalization.
Ideally, companies should be deliver-
ing personalized products and shopping
experiences at the precise time and loca-
tion that consumers want them — and
in an immersive way that meets or even
exceeds their expectations. Having the
right technologies in place to profitably
deliver these capabilities will be key.
ADVANCED CHANNEL MANAGE-
MENT: Historically, the role of the
retailer has been largely defined as
making the original sale, work-
ing with the national brand
on promotions, and being
the location for returns.
In truth, however, the
retailer is often the
“face” of the brand in
the eyes of consumers.
With the growing stra-
tegic priority for manufac-
turers to engage directly with
consumers, brand owners need to
change how they interact with their retail
customers.
OMNICHANNELPROMOTION:An
important factor for both consumer
engagement and customer connec-
tionis the way brands handle promotions
while shifting from analog to digital inter-
action. Whether it’s consumer promo-
tions like coupons or trade deals such as
temporary price reductions, the ability to

TABLE 1

The Importance of Analytics

DIGITAL CAPABILITIES MOST CRITICAL TO BUSINESS PERFORMANCE

TODAY IN 3 YEARS

Cloud

#1 #e

Big data analytics

#e #1

133 A

B2B cloud commerce networks

#3 #3

]

Smart mobility

#4 #4

@ Internet of Things

manage and align activity across channels
has become critical. (This concept is dis-
cussed in more detail on page 30.)
Adding even greater complexity will be
direct-to-consumer commerce, which most
CGs are starting to accept as a strategic
necessity — if not to actually sell product,
then at least to acquire a direct stream of
consumer behavior data that can be used
to improve future engagement. Here, the
ability to move funds across pro-
motional vehicles, engage digi-
tally and get smarter about
allocating funds are all key
capabilities.

Accelerating
Innovation

The ability to offer new
products to the market-
place that meet new or unmet
consumer needs and, to a lesser de-
gree, the necessity to “beat the fade” by
extending or modifying portfolios through
new flavors, colors and fragrances, is central
to CG success. Implementing a coherent,
extended processinnovation platformisthe
first step, but it’s not enough. In a digitally
enabled marketplace, sourcing new ideas
from all quarters — especially consumers
themselves — will be an essential skill, as
will be the ability to transparently manage

#5 #5

all products through the full lifecycle (see
page 20.)

There are a significant number of com-
petencies required to thrive in a digitally
enabled word, but none is more fundamen-
tal than analytics. While most CGs recog-
nize the increasing availability of data from
myriad sources (much of it coming from
downstream), many still worry about having
the necessary analytics chopsto extractreal
value — and rightfully so.

When asked in a 2018 IDC survey about
modern, digital capabilities with the po-
tential to impact business performance,
CG companies cited big data analytics as
second highestin overallimportance behind
only cloud architecture; in three years, they
expectitto be mostimportant (see Table 1).

Closing the Data Gap

We’ve previously discussed the notion
of a “data gap,” where incoming data
exceeds the organization’s analytics ca-
pabilities, and how problematic that will
be for companies that don’t invest in im-
provements — as well as how beneficial
it will be as a competitive advantage for
those that get it right.

Indeed, in IDC’s supply chain research,
we’ve noted that comprehensive analytics
are central to the future. In the same survey
mentioned above, respondents were asked
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about their efforts to improve big data ana-
lytics, and they cited the following efforts:
e 50% have implemented advanced
analytics capabilities at either an en-
terprise or functional level.
e 25%are exploring or piloting new ana-
lytics capabilities.
e 25% don’t think they’re important.
We'd like to politely suggest to this last,
perplexingly laggard 25% that advanced
analytics are critically important. But oth-
erwise, there seems to be material progress
being made toward adopting modern, digi-
tal analytics capabilities to handle big data.
We’ve also discussed in past reports
about expanding supply chain intelligence
beyond the things we know and the things
we don’t know to include the things we
“don’t know that we don’t know.” Whether
it’s a potential disruption, a product quality
problem or a fast-emerging market oppor-
tunity, supply chains that enable proactive
steps or fast responses are going to win.
Analytics capabilities mean everything to

future success for consumer goods compa-
nies, who will have to collect, analyze and
generate insights from ever-growing data
sources, and then be able to turn them into
real-time actions that enhance products
and experiences for consumers.

Over the past two years, IDC has con-
ducted a number of surveys that asked
respondents about the principal drivers
for exploring and investing in digital tools.
The top priority has almost overwhelm-
ingly been about consumer/customer
needs (as it hasin several recent CGT sur-
veys as well).

Advancements in machine learning will
certainly help improve capabilities tre-
mendously, giving companies the ability
to analyze ever-expanding sets of data to
uncover actionable insights that would not
have been humanly possible to find — or at
least not at anywhere near the same speed.

“You have to spend as little time as possi-
ble working onthe dataand asmuch timeas
possible developing the impact,” said Stan

Sthanunanathan, Unilever’s executive vice
president of consumer and market insights,
at a recent industry event. The goal should
be “augmented intelligence” that combines
the best aspects of machine learning and
human understanding, he suggested.

“Both CGs and retailers have been oper-
ating for decades with a proven business
model that did not rely heavily on data and
insights,” says Cretella. “That must change
starting at the top of the organization, where
leaders need to understand and appreciate
the importance of making decisions based
on facts and not only on experience.”

We live in an increasingly data-driven
world, with differentiated insights now a
vital piece of competitive capital. Many (if
not most) CGs still have a lot of internal work
remaining to build the cultural understand-
ing, cross-functional processes and data-
specificskills needed to gain this advantage.

However, they no longer have a choice
in the matter. If you don’t believe us, go ask
your CMO. e

I B TRADE PROMOTION MANAGEMENT

Working Off the Same Page

COMPANIES ARE INCHING TOWARD ALIGNED COMMERCIAL SPENDING ACROSS SILOS

unning a concurrent shopper
marketing campaign can improve
support for a trade promotion
program by 22%; adding a trade
promotion component can improve the
ROI of shopper marketing effort by 29%
(see chart 2). The higher the level of inte-
gration between the two, the better the
incremental results can be, according to
extensive data analysis from Foresight ROI.
With data like that readily available,

it would seem logical that shopper and
trade programs would be planned, sold

in and executed in lockstep by this point
in time. After all, they’re typically con-
ducted in the same venues and targeted
at the same shoppers (or at least similar
pools). Heck, they even often employ the
same marketing tactics.

Then again, the CG industry hasn’t al-
ways operated logically. These are, after
all, the people who used to sell hot dogs
in packs of 10 and buns in packs of eight.

And so, in many organizations, shop-
per and trade aren’tin lockstep — they’re
simply trying to avoid stepping on each

other’s toes. Case in point: While walking
attendees through a “best practice” exam-
ple of the annual trade planning process
at a recent industry event, the presenter
identified the most likely stage at which
the shopper plan might be considered.
“Wouldn’t it make sense to have some-
one looking across all of these things?”
asks Craig DeSimone, director of global
revenue management at Kellogg Co.
“Companies need to understand better
that this is all a commercial investment,”
said DeSimone, adding that he believes
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Need for Integration

HOW IMPORTANT IS IT FOR A SHOPPER MARKETING OPTIMIZATION TOOL TO INTEGRATE

WITH THE FOLLOWING SYSTEMS?

Trade promotion management

CRM

Enterprise resource planning

Retail execution

Financial management

Answers reflect the number of respondents citing each system as important

SOURCE: CGT/CIERANT CORP.

Kellogg is farther ahead than most CGs
in this regard.

This understanding is becoming even
more critical. In fact, there has been re-
cent discussion across the industry not
only about aligning shopper and trade
activity, but about building systems and
processes that will let companies in-
tegrate planning and analysis across
trade, shopper, national consumer pro-
motion, digital marketing, e-commerce
and even packaging to provide a holis-
tic view of all commercial spending.
The spider web-style path to purchase
caused by the move to omnichannel
shopping has made doing so far more
of a business imperative than it ever
was before.

Moving toward such a broad com-
mercial view requires companies to
take a fresh look at the key building
blocks they use for planning, execu-
tion and performance management to
develop better methods of upstream
strategic collaboration.

It also might require them to use a
“blank sheet” approach for budgeting

CHART 2

Shopper Marketing/
Trade Synergies

29%
22%
Shopper Trade integration
increases trade increases
support shopper ROI

SOURCE: FORESIGHT ROI

that could be facilitated by another re-
cent industry trend: zero-based bud-
geting. Roughly one-fifth of CGs have
already forsaken the traditional year-
over-year approach to budgetingand are

starting from scratch, according to recent
research from CGT and Cierant Corp.

While some ERP platforms are working
on this growing need for alignment, there
currently is no single tech stack that will
let companies easily analyze all invest-
ments together, analysts say. If and when
there are, revamping or even replacing
existing systems to accommodate the
big-picture view will require significant
time and resources.

That’s why PwC Strategy& suggests ini-
tiating the change when the organization
is already planning a major technology
implementation (like the migration to
S/AHANA being undertaken by many of
SAP’s clients). Such upgrades are an ideal
time for companies to determine what
business process improvements can be
undertaken to make the implementation
even more effective.

Taking the First Step

It’s hard to imagine full commercial align-
ment anytime soon, however, when most
companies still aren’t even doing a good
job uniting shopper and trade.

Despite widespread acknowledgment
of the need, some standard industry is-
sues have kept this from happening. The
first is the aforementioned siloed nature
of business functions at most CGs. Trade
is a sales activity, and shopper does have
“marketing” in its name. Different de-
partments and separate budgets don’t
lend themselves to easy alighment.

Another issue is the fact, despite
the many similarities, the shopper and
trade practices aren’t quite apples to
apples — maybe more like oranges to
tangerines, with somewhat different
objectives and KPls.

For one, the short-term analysis typical-
ly used to measure trade programs “isn’t
going to be effective for shopper market-
ing,” DeSimone says. And the longer-term
measurement needed to prove out shop-
per is often more difficult and, therefore,
more expensive, to obtain. Marketing mix
analysis tools, meanwhile, “only get at
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shopper allittle bit” because of the narrow
scope of most programs, he says.

At an even more basic level, many or-
ganizations haven’t even adopted good
processes for managing shopper market-
ingitself, let alone take steps to alignit. As
a discipline, shopper hasn’t quite refined
itself to the level of trade, partly because
it’sanewer but also because itis nowhere
near as big a cost center for CGs.

Trade promotion spending, the sec-
ond largest line item at most consumer
goods companies (after cost of goods
sold), represents somewhere between
16% to 25% of gross sales. It’s been a
necessary evil of the CG industry since
the early 1970s.

With that much money at stake (about
$500 billion worldwide, according to
some estimates), it’s become impera-
tive for CGs to track their spending as
efficiently as possible. Not that the effort
always works: For all the sophisticated
management and optimization tools now
available, a fair number of companies
are still emailing spreadsheets from one
department to another.

Shopper marketing as a distinct disci-
pline of the CG organization isn’t as old
(roughly 12 years, give or take), or as cost-
ly (about 2% of sales, according to Path
to Purchase Institute). So the impetus to
build systems and processes to manage
shopper activity hasn’t been as strong.

But this obstacle, at least, is being ad-
dressed, thanks to the arrival of solutions
that can help manage shopper. In addi-
tion to the aforementioned Foresight ROI,
companies like Cierant and Shoppera-
tions are providing tools to help CGs gain
greater transparency into their activity.

“There is room for us to be more like
scientists and not just artists,” says Olga
Yurovski, who left her job as a shopper
marketing director at what was then
ConAgra Foods several years ago to
launch Shopperations. “I always felt jeal-
ous about not having a system like the
salespeople had. They were always so but-
toned up with their financial reporting.”

0
84 /O of companies believe
that improving shopper marketing

agility and cost-effectiveness has
become more critical in the last

two years.

The need is understood: According to
the aforementioned CGT/Cierant study,
84% of companies believe that improv-
ing shopper marketing agility and cost-
effectiveness has become more critical
in the last two years.
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Conagra works to make sure that trade

and shopper programs are aligned at retail.

Finding Common Ground

Aligning shopper and trade activity “is
absolutely our goal” at Conagra Brands,
according to Bob Waibel, the company’s
senior director of shopper marketing.
“We work very hard to make sure that
we’re aligned with a holistic plan.”

The CG operates primarily as a field-
based organization, with shopper mar-
keters embedded within the customer
sales teams at key accounts like Walmart
and Kroger. So shopper isn’t so much a
separate discipline as the bridge between
brand and sales, a mechanism for “bring-
ing the brand planinto the retail environ-
ment,” he explains.

Conagra currently uses separate tools
to manage trade (Blacksmith Applica-
tions) and shopper (Shopperations) activ-
ity. So the next step will be to gain more
detailed clarity by aligning the solutions
“sooner, rather than later,” Waibel says.

“We are reasonably well aligned with
our funding,” with trade and shopper ac-
tivity managed largely from the same bud-
get, says John Clement, director of sales
planning & innovation at Welch Foods. The
two activities also are considered together
during the annual planning process for
retail accounts, he says.

“Some of it is just a function of our size
and the way we're set up. We don’t have a
10-person shopper marketing department




p..--

%
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that’s located somewhere else,” because
shopper sits within the sales department,
Clement notes. “We’re ateam that’s work-
ing together consistently throughout the
week” and in constant contact with field
teams. “So we’re not disconnected.”

The company uses TPO software from
T-Pro Solutions (and other tools) to keep
the activity adequately aligned. “We're
getting better at it,” Clement says.

Ingeneral, then, the industry does seem
to be headingin theright direction. Wayne
Spencer, president of T-Pro Solutions,
thinks shopper marketing management/
optimization tools will be adopted faster
than their trade promotion counterparts
were. “You need to merge the two silos to
optimize the two investments,” he says.
“It's a natural progression.”

The first thing companies must do is
“realize what the opportunity is,” says
Rick Abens, chief executive officer and
founder of Foresight ROI (and another
ConAgra veteran). Abens believes that
most CGs are working to align the two
functions. “It’s just a matter of degree and
the level of success.”

Increasingly, the level of overall success
for CGs will depend on how well they do
in aligning their commercial spend. e
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B B CONSUMER ENGAGEMENT

Something
to Talk About

MARKETERS ARE SCRAMBLING TO ‘ARTICULATE’ STRATEGIES FOR
CONVERSATIONAL COMMERCE
BY PETER BREEN

here’s a simple reason why voice assistance became an immediate

sensation with consumers, according to Joel Warady, chief sales & mar-

keting officer for Enjoy Life Foods: “We’ve had a voice for 5,000 years.”

Adoption of “conversational commerce” is expected to be swift, with

online researcher comScore, Inc. expecting 50% of all searches to be conducted

via voice by 2020. There already are 50 million voice-first devices in the mar-

ket; 19% of Amazon Echo owners have used their device to make a purchase,
comScore says.

What’s more, 85% of consumer interaction with companies will be conducted
without human involvement by 2020, according to Gartner. That means CGs need
to quickly find new ways to make themselves heard — literally as well as figuratively.

“If there isn’t a voice strategy in place for 2019, you should feel very uncomfort-
able,” advises Warady. “Start with something small [now] because it will be a vital
part of the overall strategy.”

“Assistance is the new battleground for growth,” said Ted Souder, retail head of
industry for Google, during the Path to Purchase Summit last March. The digital giant
is still trying to figure out “what voice search results look like” and “what voice ad
units look like,” he said. Heaven help brand marketers when they do.

Talking Shop

Tackling this trend adds two more critical items to the digital transformation punch
list at consumer goods companies. The first is to adopt voice as a direct-communi-
cation vehicle, something that at least a few marketers feel has positive benefits.

“Voice is a powerful way to elevate the brand experience in everyday life,” said
Mark Berinato, vice president of experience design at Panera Bread, which last year
put together a cross-functional team of designers, IT personnel and product manag-
ers to start working on a strategic plan.

Replacing those clunky, text-based chatbots on brand websites is one obvi-
ous move. (Vendors like Voysis, profiled on page 45, have emerged to help CGs
do that.) Scores of brands also have created skills for Amazon’s Alexa, currently
more to test and learn than to achieve any specific objectives.

Beiersdorf’s Eucerin brand recently launched a skill that lets consumers an-
swer questions to determine the product best suited for their particular needs.
Product information cards detailing the ultimate recommendation are sent to
the consumer’s smartphone for reference when a purchase is made. (Skills cur-
rently can’t accommodate transactions.)
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ALEXA,
OPEN
BOTTLE

The recent “Bottle Genius” campaign talked whiskey shoppers at a New York
City liquor store through the selection process.

While it gets most of the hype (in part
due to some recent incidents of miscom-
munication), Amazon currently only has
a small share of the voice assistant mar-
ket because most activity occurs through
smartphones, says Ethan Goodman, se-
nior vice president of shopper experi-
ence at The Mars Agency, which helped
Eucerin build the skill. But for obvious
reasons, it is a leader in shopping-relat-
ed activity.

Mars also recently created a “Bottle

Genius” skill that helped shoppers in
a New York liquor store find the right
whiskey. Shoppers talked to an Echo
device attached to a custom-built, il-
luminated shelf that lit up to identify
the recommendations.

The Shelfless Digital Shelf

The other vital “to do” item for CGs
is figuring out how to work through
third-party personal-assistant services
like Alexa, Google Home, Microsoft

9%
of Amazon
Echo owners
have used
their device
to make a
purchase.

Cortana or Apple’s Siri — all of which op-
erate independently, and some of which
might have competitive strategies in
mind: Alexa only recommends Amazon'’s
own products when queried about dia-
pers, baby wipes or batteries, according
to reports.

“You need to be the No. 1 result right
now” or you're probably out of luck, says
Goodman. Alexa typically uses the cur-
rent Amazon Choice item for the product
category, he notes, so optimizing product
pages on Amazon.com can help.

Looking ahead, it likely won’t be long
before voice assistance moves beyond
technology devices and becomes em-
bedded in standard home appliances
(and homes themselves), apparel and
other everyday items.

“We know that new voice technology
may not have high penetration with our
entire shopper base,” Rob Ciaffaglione,
Beiersdorf’s team leader for shopper
and customer marketing, told Shopper
Marketing. “We believe that, over time,
voice is the future.” CGT

34 CGT | JUNE 2018 | CONSUMERGOODS.COM



9TH ANNUAL

SALES &
MARKETING
STUDY 2018

TITLE SPONSOR

ORACLE

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. For more information: www.oracle.com

STUDY SPONSORS

Alis creating transformational and scalable business impact. Absolutdata’s NAVIK

Al Platform for the enterprise combines Technology, Data and AI&ML to serve as
! absolutdata the intelligence stack for forward-looking companies in CPG and retail. Choose
from a suite of Al-powered Saa$ solutions, or license the NAVIK Al Platform and
customize using our deep bench of data scientists and engineers. Find out more
information: www.absolutdata.com.

Intelligent Analytics

AFS Technologies (AFS) is the leading provider of software solutions purpose-

‘ built for consumer goods companies. We are committed to generating improved
a S " outcomes at the point of purchase coupled with generating efficiencies in trade
spend and retail execution. AFS serves more than 1,000 customers of all sizes in

technologies . R R .
echnotogh more than 50 countries around the world. For more information: www.afsi.com

AnswerRocket is simplifying and automating analytics for some of the world’s
largest brands. Business users type or speak business questions and get answers
A'ANSWER ROCKET instantly using artificial intelligence and machine learning. Answers are provided
- as interactive visualizations, accompanied with Al-generated insights that can be
drilled into for deeper exploration. For more information: answerrocket.com
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STUDY SPONSORS - CONTINUED

Leading consumer products and retail businesses partner with Clarkston
Consulting to address and adapt to the most critical industry challenges. Our
CLARKS-,-ON people combine industry and functional expertise to deliver solutions that fit your
CONSULTING . .
business, your goals, and your future. At Clarkston, your purpose is our purpose.
Learn more at www.Clarkstonconsulting.com

FryDirect is the direct mail division of Fry Communications, an award-winning

leader in print, distribution, and information distribution. FryDirect's flagship
@/ offerings are EchoPost and EchoPost GeoConquesting, two programs focused
on lead generation. Comprehensive resources to manage all sized projects with
state-of-the art technology, first-rate personnel, and a commitment to excellence.
For more information: frycomm.com/frydirect

Direct

IAB Solutions is an accounts receivable outsourcing provider specializing in

L] 1 the recovery and management of customer deductions. With over 34 years
14” r of experience, |IAB researches and recovers invalid deductions and provides
\ ) solutions to identify and recover over-payments in trade spending / promotions.

Performance based pricing guarantees that you only pay for results. For more

IAB S;iutions . . .
information: www.iabllc.com

OneSpace provides data-driven e-commerce solutions for consumer brands.

By combining the industry’s largest database of consumer search insights with
O ne S pa ce performance monitoring tools and on-demand e-commerce optimization services,
OneSpace enables brands to respond to market changes and execute product page
updates with unrivaled speed and scale. For more information: www.onespace.com

Prevedere is an industry insights and predictive analytics company helping

re\/ed e r‘e business leaders make better decisions by providing a real-time view of their
company's future. Find out more: www.prevedere.com

Empower your teams to create better. Through comprehensive post-event analytics
and powerful predictive constraint-based planning, organizations are using T-Pro

T' Pr@ SOlUtl On S Optimum® as a centralized trade intelligence solution to quantify and improve the

return on their trade investment. More information: t-prosolutions.com

Optimizing Promotion Return






