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)

Why do they
consume
what they
do?

Why do they
shop where
they do?

Why do they
buy what
they do?

.

How should
we win with
them?

How should
we position
brands?

How should
we
innovate?

How should
we activate
demand in
the store?

How should
we allocate
resources
across the
company?

Figure 1.1  Optimized business system insights and aligned activation.
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The Unifying
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| Consumer
Segment

Retail Store Sales Marketing Innovation Portfolio
Management
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Figure 2.2 The demand system aligns activities.
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Figure 2.3 The demand system aligns data.



Create an Ground All Deploy It Activate It
Integrated Strategies through across the
View of & Plans Core Data Business
Demand inlt & Tools System
o Attitudes & * Portfolio Data ¢ Agencies
motivations * Brand « Public data « Distribution
: 5;‘;223595& + Media + Company data partners
- Shopping * Innovation * Partner data * Retailers
behaviors + Channel + Customer data * Investors
* Decision factors * Customer Tools
« Perceptions * Shopper * Product testing

* Marketing mix
¢ Pricing
* Retail activation

Figure 2.4  Building the demand business system.



Identify

Who are the
most profitable
consumers/

Prioritize

¢ What is our
offer to these
consumers?

end-customers?

What do they
demand?

How do they
decide what to
buy and where
to shop?

What is our
share and
performance
with them?

¢ Where and
how should we
enhance our
offerings?

* Are we aligned
on these
priorities?

¢ How should we
allocate
resources?

Locate

Where do the
most profitable
consumers
shop?

How can we
best reach and
serve them?

What is the
consumer
demand profile
of our
distribution &
retail partners?

Collaborate

How can we
work with
retailers to
capture more
demand?

What is our joint
business plan for
profit and
growth?

How can we
integrate our
insights with
distribution
partners/
retailers?

Activate

How should in-
store activation
vary by channel
and retailer?

How can loyalty
programs be
more precisely
targeted at the
most profitable
consumers?

Figure 2.5 A demand-based business system.



Identify

Identify the
most profitable
consumers and
shoppers

Profile in detail
what they
demand

Understand how
they decide
what to buy and
where to shop

Measure how
you are
performing with
them

Determine who
you are
competing
against for their
demand

Prioritize

Decide what
consumers you
should target

Determine how
you will win ...
what benefits
must we own

Assign the role
each function will
play in delivering
these benefits

Determine where
and how you
should enhance
your offerings

Ensure that
everyone is
aligned on these
priorities

Allocate resources
across sales,
marketing, and
innovation based
on strategy

Locate

Identify where
the most
profitable
consumers shop

Identify what
the most
profitable
consumers
watch

Assess how you
can best reach
and serve them

Profile the
consumer
demand profile
of each retail
partner

Collaborate

Determine how
you should work
with retailers to
capture more
demand

Create a shared
understanding of
category demand
& shopping
missions

Determine the
right category
growth strategy
for each retailer

Develop a joint
business plan for
profit and growth

Develop a joint
learning plan

Activate

Develop a total
program to
capture more of
the most
profitable demand

Optimize in-store
assortment,
promo,
merchandising
based on demand

Optimize media ...
TV, circular, DTC
based on demand

Create loyalty
program offers
precisely targeted
at demand

Measure & track
business
performance with
the most
profitable demand

Figure 2.6  Action plan to build a demand business system.
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Identify Prioritize Locate Collaborate Activate

Objective:
Fully Align Business Priorities, Actions, and Resource Allocation across Functions

Shared Understandings

Do you have a fully integrated Demand Landscape that links consumer segments, need states, and product
benefits/characteristics for your category in a way that is truly predictive of differential demand?

Do you have a deep and quantified understanding of the factors and dynamics underlying category growth?
Do you have clear insight into the five things that must be done to reignite category growth?

Do you have line of sight into the profit leverage and profit erosion of your most important consumer
segments?

Figure 2.7 Demand chain business system: diagnostic questions.
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Identify

Prioritize

Locate

Collaborate

Activate

Obijective:

Fully Align Business Priorities, Actions, and Resource Allocation across Functions

Unifying Frameworks

Do you manage each business
with a unifying framework in
which every function sees itsrole?

Do your marketing, sales,
innovation, and media
organizations all use the same
consumer segmentation?

Are brand, customer, and media
plans based on the same
consumer segmentation?

Do you have a clear portfolio
management model for allocating
resources across brands?

Shared Understandings

What brands or products are most

important to your targeted
consumers?

Where and how should you
enhance its offerings based on the
demand of your targeted
consumers?

What are the drivers to leverage
and drags to address in order to
capture more demand from
targeted consumers?

What is the revenue and profit
upside from addressing the
drivers and drags?

What are the specific priorities
required by function to capture
more demand from your targeted
consumers?

.

Internal Processes

Do you hold monthly meetings to

discuss actions and progress
through the lens of the unifying
framework?

Does your entire company live
into the unifying framework ... is it
actively applied beyond marketing
& sales?

Do you use the unifying
framework for management
reporting?

Do you track P&L by consumer
segment?

Figure 2.8 Demand chain business system: diagnostic questions.
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Identify Prioritize Locate Collaborate Activate

Objective:
Fully Align Business Priorities, Actions, and Resource Allocation across Functions

hared erstandings Internal Processes

What innovations can increase your share of the Are resource allocation decisions across brands and
category missions important to your target organizations informed by your consumer
consumers? segmentation?

Which white space opportunities have the greatest, '+ Do your resource levels and plans distinguish
truly incremental upside for each brand and each between high profit and low profit consumers?
consumer segment?

What level of spending against specific marketing
and sales levers will grow your share among your
targeted consumers?

Figure 2.9 Demand chain business system: diagnostic questions.
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Identify Prioritize Collaborate Activate

Objective:

Identify the Demand Profile of Every Retailer, Store and Household to Enable Precise Activation of Your
Demand Framework

Analytic Techni ion Databases Activation Insights

Do you build proprietary Do you create a matrix of Where and how can you best
econometric models to type 400k consumer segments and missions participate with the fastest

retail stores and 120mm to provide unique IC for each growing channels and retailers?
iler?

2::;2?:;;(15 by your consumer retailer? « Where do your targeted

: * Do you measure and track retailer consumers live? Where do they

* Do the econometric models performance across the segment- shop?
include multiple demand indices mission matrix? « Where across the seament-
beyond basket purchase profile " o > g .
. * Do you profile all 400k stores by mission matrix does each retailer
and demographics?
your consumer segments? have the greatest growth

Do you link typed households to
typed stores using channel-
specific trading areas?

opportunity?

Do you profile all 120mm
households by your consumer * Which retailers have the greatest
segments? potential to grow your brands
based on their alignment with
your target consumer demand?

Do you cluster stores by your
consumer segmentation for retail
activation?

Figure 2.10 Demand chain business system: diagnostic questions.
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Identify

Prioritize

Locate

Obijective:

Collaborate

Activate

Create a Shared Understanding of Category Demand and Opportunities with Each Retailer to Grow the

Collaborative Databases

Do you provide retailers with banner,
local market, and store cluster-level
insights into category demand based
on your consumer segmentation?

Do you align your consumer
segmentation with retailers’ own
shopper segmentations?

Have you typed your consumer
segmentation into retailers’ own
loyalty program databases?

Do you have a proprietary category
performance measurement system,
delivered to retailers, that builds the
category?

Category and Your Share

What is the greatest source of
category leakage by consumer
segment for each retailer?

* What are the individual actions and

activities that determine success
with each segment?

What are the common success
factors among each retailer’s priority
shoppers and your targeted
consumers?

What are the highest potential
sources of growth (segment or
mission) for you and each retailer?

What are the opportunities to
increase pricing power for both you
and retailers?

Recommended Strategies

year JBPs with
customers that grow both the
category and your share?

Do you create mu

Are the multi-year joint business
plans aligned with the prioritized
sources of growth and purchase
drivers?

Do you and retailers jointly allocate
resources consistent with each
retailer’s prioritized sources of
growth?

What actions, other than trade
spend, can result in your capturing a
greater share of customer resources
(e.g., ads, displays, space)?

Do you recommend to retailers how
to differentially price by store cluster
based on price elasticity and profit
opportunity?

Figure 2.11

15

Demand chain business system:

diagnostic questions.




Identify

Prioritize

Locate

Collaborate

Are your add/delete
recommendations based on
consumer demand at the store
cluster level?

Are assortment guidelines based
on the consumer segment profile
and retailer performance of each
store cluster?

.

Are planograms customized based
on the consumer segment profile
of each store cluster?

Objective:
Precisely Activate Demand Based on the Consumer Segment Profile of Each Store Cluster and
Shopper Household

Does aisle layout reflect the
demand preferences of each store
cluster’s consumer segment
profile?

Do displays and aisle
communications reflect
opportunities to capture more
latent demand?

Do cross-merchandising programs
align with consumer demand
within each store cluster?

Do promotion plans incorporate
consumer segment/shopper
insights at the local market or
store cluster level?

Are promotion plans based on the
alignment of brands or products
with the consumer segment
profile of each store cluster?

Do pricing strategies incorporate
perceived category and item value
based on the consumer segment
profile of each store cluster?

Are price elasticities and
feature/display lifts calculated at
the store level based on the
consumer segment profile?

Figure 2.12 Demand chain business system: diagnostic questions.
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Identify Prioritize

Locate

Collaborate

Objective:
Precisely Activate Demand Based on the Consumer Segment Profile of Each Store Cluster and
Shopper Household

Loyalty/Shopper Marketi

Are loyalty/shopper marketing tailored by card
member based on her consumer segment profile?

Are loyalty/shopper marketing programs tied to the
success factors specific to each consumer segment?

Are loyalty/shopper marketing investments targeted
at the most profitable consumers/shoppers to drive
ROI?

Beyond price discount, what shopper marketing
programs have the greatest potential to grow the
category and your brands among target consumers?

Performance Trackin

Do customer business reviews track performance
among the most important consumers and shoppers?

* Do customer business reviews track how each
retailer is performing against the success factors for
each mission?

Figure 2.13 Demand chain business system: diagnostic questions.
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Experimenters Trendsetters Aspirers Loyalists Sippers

LA sa )

—

Badge conscious
urban/ethnic

Successfu partiersona  Jg |
; and trendy budget Avid sports fans .
Beer lovers who individuals who seek mainstream Consumers
search for a big, with an active beer refreshment  who drink beer
bold taste social life . when situation
requires it

Figure 3.1 Dimension 1 — distinct consumer segments.

Source: ABI Investor Relations
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¥
Ny 3
Experi- Trend-
menters setters

Demand segment Aspirers Loyalists Sippers

Party time

Size of

After .
opportunity

sports
reward

Lesser

“ Sports
L. companion

Relaxing
together

Need states

vV
companion

Greater

Let’s eat
Figure 3.2 Consumer demand landscape - U.S. hypothetical

example.
Source: ABI Investor Relations
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Year 1900 1954 2007
Role Farm Hand Part of Family Favorite Child
Relationship Master Owner Loving Parent

Figure 4.1 The evolving role and relationship of dogs in the U.S,,
1900-2007.
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High-Margin  Low-Margin

High-Volume High-Volume

Low-Volume Low-Volume

Figure 5.1 Factors that distinguish consumers.
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Target Customer Demand Brand Value Proposition Desired Customer Belief

Listens to our needs; works with us
Capability to develop optimal solutions
Not pushing products

Greatest breadth and depth of business
know-how

Best end to end IT breadth

Developing the Best
Solutions

Flexible/scaleable/inter-operable
Setting the IT agenda
Leverages current investments

Share information across any systems
Information any time; any place

Creating Seamless Systems

Most reliable products and people
Lets us focus on the business
Leaders in IT Security

Reliable and secure

Internal and external customers can
depend on us

Unsurpassed Reliability
and Security

Minimizes downtime
Fix it right the first time
Empathy and urgency

Respond with a sense of urgency
Expertise to fix it right the first time

Superior Customer Service

Don’t want to be a beta site A leader with dynamic, success future

! . Innovative
* Innovator who can impact our business * Customer focused
in a timely fashion ApproaChes * Innovative and agile
* An advisor for our most important IT * Trust
issues * Experience

A Loyal Partner

Someone we can count on
Easy to do business with

Staying power
Accessible and helpful

Figure 7.1 Illustrative Brand Value Proposition for global IT firm.

22



Key Samsung Actions Global Brand Impact
it [ Rank |

1%t Global CMO, Fact-base & 2000 #43
Segmentation 418
120+ Global Meetings 421
Change Mgmt Effort 2004
#20
54 Agencies to 1
Mktg Resource Shift 2010 #19
Creative Coordination and #34
Centralization
#10
] 2017
Greater Regional Flex #73
2006 Achieves #1 Flat Panel
TV Share in US

Figure 7.2 In 1999, Samsung set an aggressive goal to build a brand
rivaling Sony in five years.

Source: Businessweek, Forbes, Brand Finance; TCG analysis
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Consumer Brand
Sentiment

What marketing
should be trying
to drive!

Brand

Economics
Model

Hard Measure of
Business
Performance
(“Core Metric”)

Figure 7.3 Brand Economics model.
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Business
Performance

Benefits
C -
Wi @ Value = ———

Costs
(e.g., sales,
penetration, etc.)

Provides security

Surprises me

Satisfies me

The company has
good intentions

Safety

Figure 7.4 Cost-benefit trade-offs among Facebook users.
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Benefits Not Worth Price
. Benefits Greater than Price

High -

Price

Low 1
Low High

Benefits

Figure 8.1 Theoretical value equation alignment.
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Product

Category Innovation

* New to the world
products/categories

* iPhone

Product Enhancement
Innovation

* Variations of existing

products
* New iPod Nano

Figure 9.1

Innovation

Business Model
Innovation

Business Model Innovation

* Redesign business model
and category

* iTunes/App Store

Commercial Innovation

* Non-product innovation that
adds value (packaging,
merchandising, etc.)

¢ iPod Kiosks

Portfolio of innovation types.

27

Implications:

Highest Risk/
Highest Return
Latent Demand
Opportunities

Moderate Risk/
Moderate Return

Emerging Demand
Opportunities

Lower Risk/
Lower Return

Current
Demand



Typical ZBB Toolkit

Benchmarking

Best Practices

@ Spans & Layers

Net result:

Every company takes
essentially the same actions,
so each company ends up in

the same relative financial and

Activity Based competitive position as before

Costing

Process Redesign

e Outsourcing

Figure 10.1 Typical ZBB toolkit.
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Traditional Cost Reduction ° New Demand-based
Project Orientation Orientation

| Program Management Office (PMO) |

Who ( What | Why | Where How

Finance Marketing Sales o o o o S
Team Team Team ..arethe ..benefits ..dothey ..canwe ..should
most will they  behave reach we spend
| l ‘ valuable pay for this way them our $ to
b \/ customers win with
them
The Approach: An inherently internal, budget- The Approach: An external, demand-based
based solution that relies on current solution that re-frames where and how a
perspectives and practices company should invest resources
The Result: A series of discrete actions that do The Result: A new management system that
not fundamentally change the way a company consistently aligns resources with the highest
can compete and win profit and fastest growing demand

Figure 10.2 Traditional cost reduction vs. demand-based orientation.
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Brand portfolio breadth A
Product line breadth
Product attributes

Structural ...

Geographic coverage
Channel coverage
Manufacturing footprint

Costs that are
“designed into” a business

Vertical integration )

Organization spans & layers )
Staffing levels

Executional ...

Process complexity
Costs that result from how a

company is managed

Plant utilization

Trade spend efficiency
Media ROI J

Strategic design of the business
builds in structural costs that create
inherent competitive advantages or
disadvantages

Big improvements in operational
efficiencies are needed to offset an
inherently high-cost business model

Operational efficiencies are easily
copied so they do not provide
sustainable improvements in
competitive cost position

Efficiencies taken independently of
structural design can further impair
already slow revenue growth

Figure 10.3 Two types of cost drivers.
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oo O

... Is truly incremental ... Is it incremental (or not) ... Profitable could it be ... Action

* To the brand?

Customer demand? Formulation changes? Drop product?

* To the company? Benefits delivered? Product harmonization? Design for value?

* To the market? Materials/ingredients? Factory efficiency? Change benefit

delivery?

Perception of brand? Promotion efficiency?

Change media?

.
.

Relative price? Media efficiency?

Reduce promotion?

Media support? Market positioning?

Increase price?

Figure 10.4 Assessing where and how to take action.
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Zero-based Budgeting:

Backward-Looking View

What sold last period?
What resources did we expend?
What was our return?

—~—

What sold last period?
What resources did we expend?
What was our return?

-+

What benefits are under and over-
delivered in the market vs. demand?

What product attributes/materials will
customers pay more for?

What market & portfolio white-space
aligns with the most profitable
demand?

What programs perform best with our
priority customers?

—~————

How should we adjust spend and What actions should we take to efficiently

reallocate resources to improve return?

capture more of the most profitable

customer demand?

Figure 10.5 Insights from the demand-based view.
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Past

Value

Benefits

Performance

A’s greater benefits have a lot of impact on
choice because they are on a part of the curve
where value is rising faster than price

Present

Value

Benefits

Performance

The same performance difference could be a
disadvantage for A where the impact of performance
is low and costs are rising more quickly

Figure 10.6 Matching action with growth strategy.
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~ Deliver on multiple key selection
and purchase drivers

; \Enable optimal
experiences

* Meet people at their point of |

need and establish credibility

Identi Defini Assess| Maki Making riencing

Triggered by Most Online Product Choose from Frequently
experience, efficiently retailer decision is best post
personal done product frequently combination reviews,
recommen- through search and made before of price, utilize social
dations or online reviews the purchase desired care, post
through mass research help narrow takes place delivery comment
media like TV or and/or down with key method, and on social
newspapers, or social options decisions of purchase networks,
even self- networks where to buy  convenience etc.
directed media first and the type
interactions of delivery
method
selected in
advance

Figure 11.1

Consumer path to purchase — the new paradigm.
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