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A Series on The Future of  
Consumer Product Companies
The Consumer Products Industry practice of Deloitte & 
Touche USA LLP is proud to produce a revealing six-part 
series about key issues that consumer product manufacturers 
should be thinking about now to achieve sustained, 
profitable growth in the years ahead.  The challenges 
that consumer product manufacturers currently face are 
daunting, and the traditional growth models of yesterday 
are no longer providing the return on investment they once 
did.  Intense competition, fickle consumers, a stronger set 
of retailers, and a shrinking talent pool, are some of the 
causes for increased volatility in this sector.  The result 
has been intense pressure on margins, commoditization 
and shareholder frustration.  For these reasons and more, 
consumer product manufacturers must now change their 
competitive strategies to stay relevant as a company, and a 
brand, in the future. 

In order to help consumer product manufacturers adapt their 
competitive strategies and put a new transformative growth 
model to work, Deloitte introduces a series of forward-
thinking articles aimed at providing possible solutions to 
the challenges vexing the industry.  Since these problems 
are not going away anytime soon, and will only continue to 
intensify, new ideas are needed to deal with these industry 
dilemmas.  The articles in our series will focus on five areas 
critical to the success of the enterprise, including consumers, 
customers, products, people and technology.  The company’s 
relationship to its customers, the process of developing 
and selling products, the search for the best talent, and the 
implementation of technology to guide all these areas are 
the keys to building long-term success. 

Together, these reports will span all levels of management 
activity—strategic, administrative, and operational—to 
ensure that the right resources, organization, processes, and 
culture are in place to embrace new growth initiatives and 
meet existing growth objectives.  In this, our sixth and final 
article, Book Series 6 of 6, entitled Technology:  Gaining 
an Advantage with Advanced Analytics, we examine how 
consumer products companies have gained a dramatic 
competitive advantage over their competitors by using 
advanced analytics to manage multiple business processes.  
As a result of providing staff with superior information from 
analytics-enabled processes, these companies have empowered 
employees to make better and smarter decisions resulting in 
stronger performance overall.
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Most consumer products companies have used business intelligence at one or 
more points in their business processes. However, Deloitte Consulting LLP 
(Deloitte Consulting) believes only a few have achieved more than peripheral 
instances of advanced analytics—the sophisticated, leading edge of business 
intelligence. Yet, it’s been our experience that those few companies that have 
used advanced analytics to manage multiple business processes have gained a 
dramatic advantage over competitors.

Research performed by Deloitte Consulting indicates 
companies that excel in advanced analytics also excel in 
financial performance with profit margins in the range of 19 
to 73 percent higher than those of other companies.1 They can 
be considered Leaders in using business intelligence—and in 
their competitive set, and we will refer to them as “Leaders” 
throughout the rest of this report.

Our experience tells us that Leaders value evidence over 
intuition. They have risen above the quagmire of complexity 
created by today’s global operations, cross-functional 
processes, and demanding customers. They also understand 
that the quantitative, predictive and optimizing science 
behind advanced analytics is only the enabler. They know 
that initiatives must change business processes to translate 
analytical knowledge into business results. As a result, they 
have improved their performance in key business processes to 
the point where customers see it as differentiating.

For example, most consumer products companies know when 
their inventories are running high or low, but few accurately 
predict demand by key customer location and SKU—and then 

optimize supply plans accordingly to achieve customer service 
goals efficiently. Most consumer products companies know 
how much they spend on promotions, but few accurately 
predict the lift achieved by a given marketing mix. As a 
result, Leaders are able to significantly improve the return on 
marketing investment to achieve sales and margin objectives.

We believe that by providing staff with superior information 
from analytics-enabled processes, companies can enable their 
employees to make better decisions, big and small, within and 
across functions, day after day. 

Since you would expect managers to become more adept with 
analytics over time, you would expect the use of analytics to 
improve the results and data over time, as well, to create a 
cycle of continuous improvement.

The cumulative effect can create competitive advantage.

�

Advanced Analytics: At the Leading 
Edge of Business Intelligence
Enabling superior processes.  
Creating a competitive advantage.

As used in this document, the term “Deloitte” includes Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Tax LLP, and Deloitte Financial Advisory Services LLP



Advanced analytics: the leading edge of business intelligence
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An IDC study indicates that advanced analytics helps produce 
an average ROI of 145 percent, compared with 89 percent 
from other BI-related projects,� such as end-user query and 
reporting. The study did note that advanced analytics projects 
required higher investment, but yielded far higher returns. 

Leaders—the seven percent with both extensive global networks and 
improved processes enabled by BI—have achieved margins averaging: 

•  �9 percent greater than companies with analytics-enabled value-chain 
processes but less extensively global value chains

•  46 percent greater than companies with extensive global complexity but 
less advanced value chain processes

•  73 percent greater than companies with less extensive global complexity 
and less advanced value chain processes.

Deloitte Consulting’s extensive research of over 200 consumer 
businesses, plus another 400 manufacturers in other industries, 
shows that two characteristics stand out as particularly 
important predictors of superior financial performance:

1.  Creation of complex global sourcing/production networks 
to reduce cost

2.  Improvement and synchronization of those networks and 
other business processes, which are enabled by business 
intelligence (BI). 

Complex global network of suppliers and providers
We believe global sourcing from low-cost countries 
and outsourcing operations to co-packers and contract 
manufacturers can create enormous cost efficiencies. 
Unfortunately, many manufacturers and retailers neglect 
to build flexible responsiveness into their global operations 
and experience significantly longer lead times and increased 
difficulty adjusting supply to fit demand. 

Very few companies have enabled real-time collaboration across 
time zones, languages, and cultural differences. However, we 
believe Leaders have developed cost efficiencies and collaborative 
communications with global suppliers and service providers.

Improvement of global networks and synchronization 
with business intelligence
Companies that used advanced analytics to improve and 
synchronize processes had superior profit margins 19 to 73 
percent greater than other businesses. These companies also 
outperformed their competitors in terms of revenue increases, 
market share growth, shareholder return, return on assets, 
customer satisfaction, and customer loyalty/retention.� 
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However, only seven percent of companies can be considered 
Leaders. Moreover, it’s our observation that even the seven 
percent of companies that have become Leaders have not 
applied advanced analytics to all areas yet. Obviously, there is a 
vast opportunity for improvement for companies of all types.

Leaders see beyond improving functional performance with point 
solutions. They improve processes cross-functionally and globally. 

One way that advanced analytics can help a company deliver 
dramatic margin results is by shifting many managers’ 
perspectives. We believe most managers drive their operations 
forward by looking in the rear view mirror of historic 
information. Managers can use advanced analytics to look 

forward to see what should be achieved. They can use specific 
analytics to help select the right balance of tradeoffs expected 
to significantly improve growth and profitability. 

Deloitte Consulting’s research has identified five key areas 
where the Leaders in consumer products have been able to 
achieve substantial benefits. They are: 

1. Demand/Supply & Inventory Management
2. Account Management
3. Pricing Management
4. Trade Spending & Promotion Management
5. Consumer Insight & Marketing/Brand Management.

Deloitte Consulting has worked with many of the Leaders in each of these five areas, and some of our experiences are 
summarized in the following five sections.

Account Management

Category Management
Trade Planning
Collaboration

Pricing Management

Price Setting
Customer Profitability

Price Optimization

Trade Spend &  
Promotion 

Management

Promotion Forecasting 
Trade Spend Effectiveness 

Integrated Marketing

Consumer Insight 
& Marketing/Brand 

Management

Shopper Intelligence
Brand Portfolio

New Product Development

Demand/Supply & 
Inventory Management

Demand Forecasting
SKU Rationalization

Inventory Optimization

Business intelligence leaders in other industries also outperform competitors

With analytics-enabled processes, numerous organizations beyond consumer businesses have also achieved Leaders status. 

For example, Barclays Global Investors (BGI) has increased its assets under management to $�.6� trillion—establishing it as America’s 
largest money manager. “BGI’s ascendance,” according to Business Week3, “highlights the coming of age of quantitative investing, 
which seeks to purge money management of human fallibility through the rigorous application of the scientific method. The goal is to 
replace heroic personalities contending in an atmosphere of greed and fear with compelling hypotheses subjected to hard data.” 

In professional sports, the New England Patriots organization has become famed for their analysis of players, since, in spite of having 
a player payroll that ranked only next to last in the league in �00�4, their football team won three of the last four Super Bowls. 
Bill James, father of advanced analytics in baseball and hero of the book Moneyball, was named one of Time Magazine’s �00 most 
influential people. According to Time, “his ideas have become part of the foundation of baseball strategy.5”

In hospitality, Marriott is an outstanding example. After initial dramatic results using advanced analytics to significantly improve 
pricing, Marriott expanded its use of analytics into conferences, catering, marketing, and identifying good customers at high risk of 
leaving for a competitor.6 

At the forefront of research in mathematics and economic analysis, the $6-billion Renaissance Technologies’ Medallion Fund has 
averaged 37 percent annual returns since �989. Renaissance uses highly quantitative techniques to predict price changes in financial 
instruments, thus validating the quantitative trading model.7

In logistics, UPS analyzes more than shipments. UPS uses customer behavior analysis to improve their prediction of imminent customer 
defections and then alerts customer service staff as to how to contact potential defectors in time, helping to slash their rate of lost 
accounts.  UPS has also invested $600 million to significantly improve the routing for each of more than 50,000 drivers every day based 
on that day’s deliveries.8 The GPS-based route analysis system helps identify millions of excess miles per month and left turns that could 
be eliminated, and where pickups can be better accommodated as they occur through the day.

In retail, Amazon.com9 and Dell�0 identify ways to improve customer service and product quality by analyzing consumer responses 
to their websites and inventory flows in their supply chains. Advanced analytics can be used to help improve the customer shopping 
experience and improve profitability by presenting the highest-margin product configuration available and connecting demand back 
through fulfillment, logistics, new product development, and sourcing.

As used in this document, the term “Deloitte” includes Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Tax LLP, and Deloitte Financial Advisory Services LLP
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Benchmarks indicate inventory levels can 
drop more than 20 percent

Benchmarks indicate on - time delivery 
performance can rise 8 points
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Analytics can help improve customer satisfaction with less cost, 
less administrative burden—and dramatically less inventory 
than other techniques. Our research indicates that numerous 
consumer businesses can improve in-stock customer service 
while reducing inventories by 20 percent or more. 

We believe that availability of detailed point-of-sale (POS), 
inventory, promotion, and category data from numerous 
key retail accounts has now reached a sufficiently large back 
history to enable eye-opening analyses. Many companies are 
now sitting on a gold mine of information—if they use it to 
improve business processes.

Benchmarks indicate potential for large gains
Deloitte Consulting has identified benchmarks for 
both average performance and the levels that Leaders 
have achieved. The size of the gap between the top-
quartile Leaders and lower-quartile companies indicates 
an opportunity for dramatic gain is accessible by many 
companies. 

Among consumer businesses broadly, sophisticated analytics 
can be used to trigger improvements in several critical 
performance indicators. See accompanying charts.

Other key benchmark improvements aided by business 
intelligence in demand planning and inventory* include: 

• Stock outs at retail
• SKU proliferation
• Perfect order fulfillment
• Forecast error
• Seasonal demand volatility

• Raw material/component lead times.

Effective practices emerging in demand/supply 
and inventory management 
Although sophisticated quantitative disciplines exist to 
enable new demand forecasting and inventory management 
processes, we believe that few companies have applied 
them rigorously. For example, we’ve observed that Leaders 
may use as many as 30 different statistical models to 
accurately reflect the demand pattern of each product. 
They adjust the model to fit each SKU’s attributes, including 
changing promotional, seasonal, and life cycle effects.

However, superior forecast accuracy derived by these 
calculations only provides a start. Translating that 
intelligence into inventory reductions along with higher 
customer service requires improving the strategy, operations 
and promotion management processes. Although many 
companies have implemented advanced planning and 
scheduling tools, such as APO, i2, and JDA/Manugistics, 
our experience reveals that most are not integrated with 
common data and lack key features such as workflow and 
seasonal refill tolerances. As a result, we believe much of 
the achievable benefits get left untouched. By altering 
supply chain, inventory management, and related processes, 
companies can transform advanced analytics into real 
business intelligence to improve performance.

1. Demand/Supply & Inventory Management

* All relevant benchmarks should be reviewed with the perspective of a given 
company’s current situation to determine the business case for a demand planning/
inventory management initiative.

Source: Deloitte Consulting LLP
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Although SKU diversity can be a differentiator in some 
categories (e.g., snacks, cereals), too many too similar products 
clog shelves and supply chains. Excess SKUs can cannibalize 
performance by lowering order quantities, diluting marketing 
and sales, shortening production runs, confusing consumers—
generally adding cost and complexity without adding to 
margins. Advanced analytics can help guide decisions 
surrounding SKU proliferation. Analytics can effectively support 
portfolio management, helping to integrate and synchronize 
brand, product, and new product management, and helping 
managers to shift resources to avoid starving the most 
promising products.

Personal products companies free up capital 
We believe time-tested proprietary formulas can help balance 
inventory and customer service. Results at two world-renowned 
personal products companies are illustrative. 

One applied advanced analytics to improve customer service—
while reducing inventory by 33 percent (totaling more than $450 
million). The other company, which had already achieved excellent 
customer service, used advanced analytics to help achieve 99 
percent plus fill rates—while reducing inventory 23 percent. 

Prior to these initiatives, inventory levels at both companies had 
not been above average for their industries, which indicates 
that a substantial amount of inventory reduction is achievable at 
many consumer products companies. 

To achieve the gains, the companies modeled their global supply 
chains, and calculated the precise amount of inventory needed 
at each level (e.g., pre-build, cycle stock, safety stock, in-transit) 

for each SKU based on supply dependability and customer 
service needs. Seasonal, promotional, cannibalization, halo, life-
cycle, and store-level changes can be considered.

In each case, the majority of the inventory reduction was 
achieved in the first year. However, as staff learned and 
mastered the new process and analytics, they continued to 
deliver additional reductions. One company is now in its fourth 
consecutive year of additional inventory savings.

That company achieved their best inventory performance in 
over 20 years. Each year since then, it has beaten the prior 
year’s record performance—an impressive result.
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Case History: 

Predictive cold chain delivers hot savings  
for major perishables brand

Like many major consumer product companies, one leading 
food brand faced retailer mandates for RFID. However, 
rather than merely comply with a  “slap and ship” approach 
with negative ROI, the company used RFID to improve its 
supply chain process from farm to store, enhancing its brand 
promise of freshness—and delivering a positive ROI.

Using business intelligence and RFID sensors that monitor 
temperature and fruit ripening, they were able to reduce 
spoilage losses significantly. At the heart of the new “cold 
chain” process are real-time, automated analyses that are 
used to anticipate ripening and alert managers to potential 
problems as they emerge so the managers can take action to 
get produce to stores at the most appropriate time. 

As used in this document, the term “Deloitte” includes Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Tax LLP, and Deloitte Financial Advisory Services LLP

Source: Deloitte Consulting LLP Source: Deloitte Consulting LLP
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In our experience, numerous executives have been shocked to 
learn how much the profitability of their retail accounts varies—
particularly when discovering that they had been serving some 
accounts at a loss for years. We believe that accurately analyzing 
profitability by account, channel, retail segment, and promotion 
can correct the losses, increasing overall margins. 

Moreover, many consumer products companies are gradually 
becoming commoditized.�� As competition intensifies, competitors 
usually lower prices. As companies lower prices, they often cut 
service, consumer marketing, and other costs to remain profitable. 
Over time, they can gradually drift into competing primarily on 
price and eventually toward commoditization. 

Leaders use advanced analytics to help improve the efficiency 
and effectiveness of category management, VMI, and 
collaborative planning. Using advanced analytics can identify 
ways to automate and streamline those value-added services, 
and offer them to more accounts.

Category management and collaborative 
planning practitioners grow profits 
We have found that the highest sustainable ROIs usually come 
from initiatives that increase sales and customer satisfaction 
rather than slashing costs. 

Using category management analyses to help plan assortments 
and promotions is a powerful value-added service, whether a 
company is a “category captain” (i.e., a leading supplier in a 
product category relied upon by a retailer to advise it on category 
assortment) or not. According to a Consumer Goods Technology 
survey of consumer goods and retail executives, organizations that 
provide category management analyses for key accounts average 
17 to 26 percent higher sales and 9 to 17 percent higher margin 
dollars, year to year, with those accounts6. 

We believe providing CPFR (Collaborative Planning Forecasting 
& Replenishment) can similarly increase the value of those 
businesses to their retail customers. Retailers that use this 
technique report granting greater shelf space to collaborative 
suppliers has enabled collaborative suppliers’ products to 
outperform competitors’ products.��

Other key benchmarks that could be used to identify account 
management improvement opportunities include:

• Category share
• Percentage of sales with perfect order/invoice 
• Demand and order forecast accuracy with key accounts 
• Collaboration/VMI services at DC or store level 
• Key account shelf space 
•  Key accounts sharing POS, inventory, category, promotion, 

loyalty, market basket data
• Profitability and sales growth at each account. 

Effective practices emerging in account 
management
We believe achieving increased margins entails quantitative 
analyses of key accounts and improving account management 
processes to translate the knowledge into business 
performance. 

Category management at many companies is so expensive 
it can only be performed for the largest accounts. Without 
business intelligence, it can take hundreds of hours to prepare 
the analyses for just one large retail account. However, with 
automated analytics, sales executives in the field can receive a 
prepared analysis or even a category management presentation 
for their next call. Moreover, they can be made available over 
the web to much smaller accounts that share data.�3 

Category management analytics can help determine the 
assortment of products, including competing products, 
a retailer should carry to fit its space constraints in each 
format and market cluster—as well as the expected sales 
and gross margin return on investment—all tailored to help 
execute the category strategy (e.g., traffic building, profit 
maximization, etc.). 

Additionally, performance can also improve when sales 
managers and account executives in the field receive 
continuously updated feedback on their account 
performance and on the profitability and budget for 
promotions. With alerts about any problems at a given 
account, the sales force can take proactive steps to assure 
customer satisfaction. With real-time analysis of proposed 
changes to promotions, a sales force can improve its 
competitive position with each account.

For example, Anheuser-Busch’s BudNET illustrates the extra 
value gained when a superior data collection process is 
combined with advanced analytics. Thousands of drivers 
and representatives collect extensive detail inside every store 
about prices, displays, sales, promotions, and shelf space 
for Anheuser-Busch and competitors. The information is 
then uploaded to centralized servers for analyses. BudNET 
provides early warnings of competitors’ gains and helps to 
identify opportunities to improve pricing, displays, and stock. 
Combined with Census demographics on neighborhoods, the 
data can be used to develop exceptionally tight measures for 
highly focused marketing campaigns. As a result, Anheuser-
Busch has taken market share and delivered double-digit gains, 
every quarter since BudNET was rolled out.�4

2. Account Management
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Case History: 

Food and beverage leader delivers value-added service for growth

By collaborating with key accounts, integrating processes, and analyzing information, a world-class food and beverage brand 
developed better customer relationships and demonstrated the value that its brands added—thus avoiding commoditization and 
gaining shelf space. 

As do numerous top-tier retailers, one of the nation’s largest supermarket chains shares detailed data with collaborative suppliers. 
The food and beverage company analyzed extensive detailed data from diverse sources and provided collaborative category plans to 
the supermarket chain. Teams from each company collaborated to identify opportunities down to individual zip codes for local events 
and niche brand launches. Moreover, the approach included the automation of the advanced analytical processes so they can now be 
efficiently repeated in the future with updated information.

 The food and beverage company’s collaborative category planning capability served its customer better than competitors. Because of 
the superior planning, the company’s shipments and promotion plans outperformed others, helping them to increase market share 
and shelf space. The approach also facilitated the use of these economical planning capabilities with additional key accounts that may 
not have been big enough to warrant collaborative services in the past.

Pricing decisions can quickly impact company profits. 
Nevertheless, we believe pricing at most companies remains 
an ad hoc, gut-feel process that is neither consistent nor 
measured. Most companies also lack effective measures for 
net margins for orders and the means to enforce pricing 
policies. Furthermore, while advanced analytical tools for 
pricing are widely available, most companies have been slow 
to adopt these new capabilities. 

Top-performing leaders 
Pricing impacts profitability two to four times more than 
other major areas of improvement. On average, a one 
percent improvement in price can yield a 12 percent 
improvement in profit.�5

Among consumer businesses broadly, business intelligence 
helps trigger improvements in several critical performance 
indicators. Among these are:

• True profitability of each product 
•  Calculation of optimum prices by division, channel,  

account, etc. 
• Cost to serve by retail customer
•  Percentage of deals with actual margins near targeted amounts 
• Price elasticity by channel, account, category mix 
•  Enforcement of pricing policies so financial plans and go-to-

market strategies are supported by each deal sold to customers
• Increased gross margins.

Deloitte Consulting price band analyses can help companies improve total 
price performance by identifying both unprofitable “fix or flush” transactions 
(oval A) and highly profitable “grow and own” transactions (oval B).

As used in this document, the term “Deloitte” includes Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Tax LLP, and Deloitte Financial Advisory Services LLP
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Case History: 

Leading food and beverage company pops  
the top on pricing

Noting that, of all improvements they could make, a one 
percent improvement in price would deliver the highest 
increase in profits, a food and beverage company re-invented 
its pricing processes. The initiative shifted them from 
traditional high-low pricing to blended net pricing, which is 
preferred by some major retail accounts. 

With blended net pricing, a retail account pays an average of 
all the high and low prices they previously paid, but now it is 
one “blended” price any time they order. It enables retailers 
to place orders according to consumer demand rather than 
waiting for a better deal. It also enables retailers to take 
control of promotions. Finally, it helps them reduce inventory 
and improve accuracy of sales and profit forecasting.

In addition, it helps reduce the number and administrative 
cost of invoice discrepancies. For example, one of the food 
and beverage company’s supermarket customers reduced the 
number of discrepancies by a factor of �0; one of their mass 
merchant customers increased the acceptance rate of invoices 
from 68 to 94 percent.

Leading household goods company improves 
ROI for self and retailers 
Collaborating with one of the largest mass merchandise chains, 
a major branded household goods company analyzed the 
retailer’s data to discover pricing insights that helped deliver 
increased sales and ROI for both the manufacturer and the 
retailer. Sales increased five percent—a very significant amount 
for the product category—and profitability improved four 
percent. The retailer’s overall category profitability increased 
three percent. 

The manufacturer discovered the pricing insights using 
advanced econometric modeling and loyalty data shared 
by the retailer. The analyses identified consumer responses 
to price changes, competitors’ responses to price changes, 
and the pricing level that would change consumer behavior 
profitably for the category as a whole.

The new collaborative approach, enabled by business 
intelligence, has since developed into an ongoing 
integrated account planning process. This approach can help 
manufacturers compete more effectively with private label 
products while improving category results and building more 
valuable relationships.

New effective practices emerging for pricing
In our experience, Leaders combine sales history with 
customer, product, division, competitive, and price data to 
help improve price setting. Using cost-to-serve and pricing 
models, they understand the true profitability of customers, 
channels, and products. 

Those Leaders also identify specific customers and products 
deserving price increases based on comparable prices 
for comparable sales. Some Leaders develop a customer 
profiling tool highlighting customer-specific sales with 
customer-specific waterfall pricing, including cost-to-serve 
elements. This tool often proves vital when the sale force 
negotiates increases with customers. 

Some Leaders use advanced analytics to determine price 
elasticity—how much a change in price effects sales. It can 
help determine the most appropriate prices in different 
market segments and under different situations. Some 
Leaders test market a variety of prices and use advanced 
analytics to help determine the most appropriate prices.

After analyzing pricing by market segment, Leaders establish 
price policies in support of their go-to-market strategies. 
To enforce pricing policies, Leaders institute mechanisms 
in the sales and pricing processes that help inhibit the 
sales force from leaving too much money on the table. 
Additional process changes can improve rebate and discount 
management. 

For shorter-life products (such as fashion and electronics), 
advanced analytics initially can help determine the most 
appropriate price to meet retail objectives. During the 
selling season, the analytics can be used to help determine 
the most appropriate markdowns over time to achieve the 
highest margin over the product’s lifetime, and so that 
the inventory reaches zero when the targeted date for a 
replacement product arrives. 

In our experience, Leaders combine sales 
history with customer, product, division, 
competitive, and price data to help 
improve price setting. Using cost-to-serve 
and pricing models, they understand the 
true profitability of customers, channels, 
and products. 
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We believe one of the largest and fastest growing costs 
among consumer businesses is also one of the least 
effective. Since consumer products companies expend 
an average of 11 to 24 percent of revenues on trade 
promotions, and much (Cannondale reports over 90 
percent) of trade promotions lose money, the size of the 
opportunity is vast�6. Even small improvements can deliver 
large benefits. 

Analytics can be used to help improve the return on investment 
for trade funds—and for all promotions. Typically, companies 
apply analytics to trade funds first since that often yields the 
fastest and highest ROI. Later, they integrate it into sales, 
consumer marketing, and the entire brand management-
marketing-sales process to help improve corporate growth and 
margin since that delivers the largest ROI.

Our experience suggests that by taking advanced analytics 
beyond trade spend to all of promotion management, 
Leaders increase return on marketing and enhance the 
results from new product introductions.

Leaders effectively lower trade spend 
Our research indicates that Leaders have lowered trade 
spending as a percent of sales. The savings from more 
efficient trade promotion typically funded a mix of increased 
consumer marketing and higher product profitability.

Other key benchmarks/KPIs for trade promotions that can be 
improved through the use of business intelligence include:

• Return on investment in promotions and trade spending
• Promotional forecast accuracy for sales lift 
• Average cost per deduction for administration/settlement 
• Consumer promotion as a percentage of sales 
•  Collaboration creating a single promotion plan and 

forecast with key accounts.

New effective practices emerge in  
promotion management
Analytics can be used to help reduce losses in promotion 
processes as a result of more accurate measurement 
and planning. They can also be used to help implement 
controls on spending and administrative costs. Finally, they 
can be used to achieve additional savings in deduction 
management. 

Nevertheless, the use of business intelligence cannot 
make every trade promotion a winner. After all, remaining 
competitive or gaining shelf space often requires trade 
spending that incurs losses. However, significant proportions 
of trade spending can be altered or eliminated to earn a 
higher ROI. 

Advanced analytics can be used to dramatically improve 
sales lift forecasting, including the promotion’s effects on 
other products via cannibalization or affinity lifts. With the 
use of advanced analytics, sales executives can see the full 
outcome and alter negotiations to improve returns. 

We believe that, by showing the buyer the category impact 
of a proposed promotion, sales executives will more likely 
achieve superior results. Analytics used with real-time 
remote access can help improve the key account sales 
process. As the collaborative selling process improves, so 
likely does the quality and accuracy of orders. As a result, 
invoice deductions and related administrative costs can be 
reduced. 

In addition, the use of advanced analytics in promotion 
management can provide inventory and product cost 
benefits. By linking more accurate predictions of sales lift 
from approved promotions with superior account-based 
sales and strategy and operations processes, companies can 
improve their in-stock customer service rates while keeping 
inventories low and increasing operating profits.

Analytics used with real-time remote 
access can help improve the key account 
sales process. As the collaborative selling 
process improves, so likely does the 
quality and accuracy of orders. As a 
result, invoice deductions and related 
administrative costs can be reduced. 

As used in this document, the term “Deloitte” includes Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Tax LLP, and Deloitte Financial Advisory Services LLP
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Deloitte Consulting has seen that the consolidation of retail 
negotiating power and the growth of private labels are driving 
manufacturers/marketers to strengthen their brand appeal just 
to hold even. 

Moreover, with the dispersion of mass media, the productivity of 
traditional mass marketing has been declining. The need to test 
and refine marketing strategies has fast become critical. 

We believe many companies have sought cost-effective means 
to build closer relationships with consumers and extract 
actionable insights into their habits and preferences. 
Online, direct-to-consumer initiatives is one successful method. 
It offers value-adding services to consumers (recipes, coupons, 
samples, magazines, expectant mother education, etc.) to earn 
their participation. With the appropriate secure measures, that 
information can help with market analyses, prediction, and the 
“personalization” of the consumer interaction, which can add 
more value for participating consumers. 

Leaders have direct-to-consumer platforms that can scale to 
tens of millions of consumers and allow personalized interaction 
across the web, call-centers, email campaigns, and more.

We believe business intelligence can help managers discern 
actionable marketing insights from large volumes of diverse 
consumer information. 

Case History: 

Food company gains trade spend efficiency

With either the number one or number two brand in many product categories, a major brand of packaged food products is part way 
through a multi-stage, multi-year re-design of its trade promotion processes. One of the earliest steps—and one of the largest ROIs—
entails significant improvement of the coming year’s trade promotions. 

The plan targets an eight percent improvement in trade spending efficiency. The anticipated millions in trade promotion savings will 
be channeled into more consumer marketing and/or higher margins. 

The initiative first involved cleansing and normalizing three years of the company’s promotion information plus Nielsen syndicated 
data. The team built a large regression model and used multi-variant analyses to determine formulas that would be used to forecast 
the company’s four primary causal factors of sales lift: type of promotion, timing in the year, duration, and size of discount. The team 
then applied those formulas to estimate the results of the coming year’s promotions and recommend changes targeted to deliver the 
eight percent improvement in promotional efficiency. 

The improved process also involved agreement by account executives of the recommended changes, resulting in internal consensus for 
the recommended changes. The value and logic of the initiative helped overcome the sales executives’ natural inclination to promise 
less sales growth while spending more.

Next steps include tuning systems so data collection is much cleaner, providing access by mobile field sales staff, and integrating trade 
promotion management into the company’s go-to-market strategy processes. Pleased with the results, the company subsequently 
asked Deloitte Consulting to help them with their efforts to implement advanced analytics for consumer marketing. 
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Leaders get closer to more consumers 
We have seen some consumer products Leaders that have built 
and implemented direct-to-consumer strategies achieve double 
the lift compared to dollars spent on traditional promotions. 
Several report that they more than paid for the effort just by 
“stopping the really dumb marketing mistakes.”

Other key benchmarks for consumer insights and innovation 
include: 

• Win rate on new products introduced 
•  Percentage of sales from products introduced within the last 

three years 
• Number and satisfaction of ‘permission’ consumers 
•  Website performance metrics for direct-to-consumer websites
•  Direct-to-consumer business size and growth
•  Sharing of consumer loyalty, market basket data by key accounts
•  Speed to market. 

Effective practices emerging in consumer  
insights and innovation
One major food company that established a particularly large 
direct-to-consumer initiative found that the information became 
so valuable that the manufacturer decided to share some of it in 
collaboration with key accounts. 

Their insights on consumer events helped improve profitability 
for both the food company and its retail partners. The insights 
helped improve merchandising, demand planning, and inventory 
management/fill rates. 

However, one of the most important breakthroughs was leveraging 
the direct-to-consumer channel to test new product ideas—
obtaining larger, more accurate tests faster and at less cost than 
traditional means. By analyzing direct-to-consumer information, 
companies can better test new products, understand initial demand 
levels, test market messages, and test market prices. 

With advanced analytics-enabled consumer research, Leaders can 
improve their calculation of:

•  New segmentation strategies
•  Demand for a new product
•  Price sensitivity 
•  Attentiveness to types of promotions, and then “personalize” 

promotions accordingly
•  Effectivness of marketing messages for a targeted segment
•  Lead-to-conversion rates, especially for big-ticket consumer 

goods
•  Optimized campaigns composed of a series of promotions
•  Customer retention and customer lifetime value scores
•  Targeted up-sell, cross-sell, substitution sell and service 

recommendations provided in real time.

Overall, we believe more effective, highly-targeted marketing 
and customer service can create greater consumer value, which 
can help strengthen the brand—and the bottom line.

Case History: 

Global segmentation enables innovative 
marketing for electronics leader

One of the world’s largest consumer electronics companies 
is using advanced analytics to create a globally aligned 
consumer segmentation strategy while helping to transform 
itself from a product-oriented to a consumer-oriented culture. 
The company collaborates with key accounts, attracting their 
participation in innovative sales/marketing initiatives.

To develop its global market segmentation model, the 
company researched �� key geographic markets, then defined 
�� globally common consumer segments. The segmentation 
model now drives new product development and marketing—
and provides a basis for collaborating with key retail accounts 
using new consumer insights. 

To overcome internal resistance to the new marketing 
strategy in some markets and to communicate the approach 
to retail channel partners, the company developed a nine-
step, fact-based communications foundation. It utilizes a 
web-based tool with sophisticated quantitative analytics that 
automatically update account representative presentations 
and create custom plans for each account.

Key accounts became excited by the approach; they have 
shared their segmentation data and partnered in new 
marketing initiatives. 

The company is achieving margins nearly double the industry 
average. 

Direct-to-consumer wins business, provides 
insights for food and beverage company
One of the world’s largest food and beverage businesses has 
created a consumer relationship marketing program that 
continues to increase customer loyalty, enhance brand power, and 
boost revenues profitably. According to a company spokesperson, 
the program “has and will continue to revolutionize the way we 
gather and understand data, segment, market, and ultimately 
communicate and do business with consumers.”

This direct-to-consumer initiative includes a multi-channel, 
global program of targeted product offerings, loyalty program 
promotions, product information, recipe ideas, etc. Over 30 
million consumers participate. Results include:

•  455 percent increase in consumer registrations 
•  59 percent increase in direct mail/email permissions
•  160 percent increase in suppliers supported
•  Among the highest benchmark scores for quality of 

consumer data
•  Fast testing of new products
•  Improved trade promotion and retail execution.

As used in this document, the term “Deloitte” includes Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Tax LLP, and Deloitte Financial Advisory Services LLP
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Every consumer business has data and tools, but only seven 
percent are Leaders using advanced analytics—along with the 
19 to 73 percent higher margins that accompany their use. 
Many companies have progressed through large investments 
in ERP, customer relationship management, supply chain 
management, data warehousing and business intelligence, but 
still look for a significant return. Leaders are getting a superior 
return on their information investments�.  

Our comparison of Leaders to consumer businesses as a group 
highlights four salient traits that set Leaders apart:

1. Enterprise data practices that synchronize data
2. Analytical software tools refined to work properly
3. Re-design of business processes enabled by advanced analytics
4.  Senior executives’ passion for fact-based decision making, 

which starts to permeate the corporate culture.

Advanced information practices 
Consumer businesses have access to 7 to 10 times more 
information than a decade ago.�7  While the volume and 
potential value of the information has grown, the management 
of the business processes that create the information have not 
advanced.� We believe the result of this lack of focus and priority 
is inaccurate, incomplete and inconsistent information across the 
organization. Moreover, with one to two percent of consumer 
data changing every month8  and as today’s real-time, sensor-
based monitoring across the value chain accelerates today’s data 
explosion, we expect problems to multiply. 

In our experience, Leaders have even more data than most 
consumer businesses; however, they have institutionalized the 
disciplines needed to create and manage valuable business 
information. They invest in process redesign, clearly identify 

What Separates Leaders from Their Competitors

Analytics leaders integrate enterprise data and well-configured tools into business processes 
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Third party data

Internal forecast data
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Source: Deloitte Development
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information owners, and deploy solutions that synchronize 
and harmonize data across the organization. For Leaders, 
“one version of the truth” is a valued operating principle. 
They see a measurable improvement in the quality of their 
information—as well as an improvement in the quality and 
speed of business decisions.

For companies with multiple business units and geographic 
divisions, we have found that one common cause of 
poor information involves their different ERP, CRM, and 
legacy applications. Inconsistent information standards 
across multiple functions and divisions cause information 
inconsistencies and conflicts. Managers remain too busy 
“chasing information” and correcting errors to become 
pro-active innovators. 

Leaders have integrated and synchronized communications 
between geographic and business units. They standardize 
processes and definitions across disparate groups. The 
meaning of terms such as “on-hand inventory” or “unit” 
remains the same in each company location.�  

Many consumer businesses have multiple forecasts in 
their varied functional areas—and in many cases they 
conflict. Moreover, they are not shared, except in meetings 
in which managers spend too much time arguing about 
whose number is right. In our experience, Leaders create a 
standardized definition of their “forecast”, identifying the 
specific data for creating a forecast and defining a system 
of record for each piece of information required. They 
prevent “work arounds” by assigning information owners 
for the forecast as well as the data used to build it. As a 
result, managers across the company leverage one trusted 
source of information to run their businesses.

The information challenge becomes more complex as 
companies obtain external information from third parties. 
In our experience, Leaders gather retailers’ data including 
POS, inventory planning/forecasting, category, and 
sometimes loyalty, website, and market basket data too. 
They also use syndicated data (e.g., IRI, Nielsen, Simmons), 
Census data, and data obtained directly from consumers. 
Moreover, Leaders synchronize and harmonize external 
data with their internal data.  

Advanced analytical tools
While virtually all medium-sized and large consumer businesses 
have analytical tools, we believe many do not coordinate them 
across their organizations. Instead, many perform analyses 
retrospectively, slowly, locally, piecemeal, and periodically. 

Moreover, we believe many measure the wrong indicators, 
use inaccurate data, or present the information to the wrong 
resources in the organization. Adding to the challenge at 
many companies are quantitative tools that remain poorly 
configured, limited to one functional focus, and lacking in 
integration into business processes. These tools include APO, 
Business Objects, BW, JDA/Manugistics, i2, SAS, Seibel, and 
Teradata. 

Leaders often have essentially the same software tools as their 
competitors, but in our experience they have configured and 
refined them to gain more complete and accurate insights. To 
make those insights actionable, they can be integrated into 
enterprisewide workflow.

Improved business intelligence
To achieve substantial results, companies need more than the 
discipline of performance indicators. In our experience, Leaders 
first obtain reliable data and refined analytical tools, and then 
improve on business intelligence to turn information into 
insight—and then turn insight into action that delivers business 
results. That means redesigning multi-functional processes and 
providing the right information to team members on the front 
lines so they can take advantage of insights in real-time. 

Many companies have started to achieve gains with business 
intelligence. However, many do not realize that the initial 
stages of business intelligence—dashboards with KPIs and 
slice-and-dice reporting—merely enable companies to achieve 
the greater gains of the later stages of business intelligence: 
advanced analytics.6 Advanced analytics can be used to help 
a company turn KPIs and reports into action plans—and 
business results.

To transform business intelligence into business results, Leaders 
improve their larger, end-to-end, multi-functional processes. 
Moreover, our experience indicates that they integrate the 
advanced insights in real-time workflows, which are accessible 
out to the edges of the company (such as field sales and 
logistics)—and beyond to customers and suppliers.

We believe that many companies focus much of their energy 
on improving at the local level rather than along an end-to-end 
process and across functional and geographic boundaries. For 
example, by improving a plant production line without regard 
to overall supply chain flexibility, inventory and service level 
can suffer. Or by improving a marketing campaign without 
involving supply chain, stock outs can soar, leading to annoyed 
consumers, increased product/logistics costs, and weak returns 
on the marketing investment.

As used in this document, the term “Deloitte” includes Deloitte & Touche LLP, Deloitte Consulting LLP, Deloitte Tax LLP, and Deloitte Financial Advisory Services LLP
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Leaders build and measure process performance across the 
entire company—and incorporate feedback from the edges. 
We have seen Leaders integrate product development with 
sourcing and supply chain. We have seen them integrate sales 
with promotion management, marketing and supply chain. 
Finally, Leaders integrate finance globally. 

Senior executive passion for facts
Leaders have senior executives with a passion for making 
decisions based on facts. They challenge assumptions and 
disregard “the way it’s always been done.” They support 
internal discipline that maintains data integrity and the 
advanced analytical tools that can help create insight. They 
step in to avoid internal political obstacles when analytical 
findings cause some managers to feel threatened. They build 
the organizational capability to assure internal discipline with 
analyses. While they may have no background in statistics, 
they understand the underlying theory behind the major 
quantitative processes, and their companies recruit talent with 
quantitative and analytical skills.6

When a company makes a commitment to fact-based 
decisions and advanced analytical thinking, it does not 
mean managers must master high-level math. Some 
people just can’t learn calculus. They can still excel in 
management, and have passion for advanced analytics. 
They just should not be in a role of developing detailed new 
analytics. 

Some Leaders have executives that create analytical 
teams. For example, Proctor & Gamble has an elite, cross-
functional group of analysts. They are managed centrally 
and apply a critical mass of cross-functional advanced 
analytics talent to whatever senior management determines 
is the most important initiative.6

However, we believe most companies have not yet shaped 
their corporate cultures to demand rigorous respect for 
facts. Their managers must drive into the future seeing 
only the rear view mirror of historical information. In our 
experience, Leaders use advanced analytics to help shape 
the future and determine the actions that will significantly 
improve growth and profitability. With real-time awareness, 
they drive into the future with a much clearer view of 
what’s ahead.

In that future, evidence trumps intuition—and margins can 
climb higher. 

Executive Summary & Conclusion

Through the use of advanced analytics, a small minority of 
consumer products companies have achieved margins 19 to 73 
percent higher than other manufacturers/marketers—along with 
superior customer service and faster growth. They are the Leaders.

We believe business intelligence can provide a basis for 
improved business processes that deliver superior margins. It 
can help change a company’s approach to decision making 
from one based on intuition to one based on evidence. It can 
help change a company’s perspective from one of looking 
back at historic information to one of looking forward with 
predictive information that helps improve results. 

Those few Leaders that have used advanced analytics to help 
improve multiple business processes have ended up with a 
dramatic advantage over competitors. Other companies need 
to close the gap. They can.

Deloitte Consulting’s research has spotlighted five key areas in 
which consumer products companies using advanced analytics 
can achieve substantial benefits. They are: 

1.  Demand & Supply Chain Management—dramatically 
reducing inventory while improving in-stock customer  
service

2.  Account Management—escaping commoditization by 
efficiently providing value-adding collaborative planning and 
category management services while giving sales executives 
knowledge about customer and promotion profitability

3.  Pricing Management—discovering the profitability and 
most appropriate price for each product and each customer 
segment, identifying which accounts warrant price increases, 
and providing tools that help sell price increases

4.  Promotion Management—accurately identifying the sales lift 
and ROI of each promotion, entire campaigns, and global 
marketing allocations 

5.  Consumer Insight & Marketing/Brand Management—
extracting consumer insights that enable new and improved 
processes for market segmentation, marketing/branding 
campaigns, consumer communications, new product 
development, and new product test marketing.

 
We understand that few companies have the resources or time 
to tackle all five areas simultaneously. One effective way to 
start is to identify the level of opportunity in each of the five 
areas, then determine the level of “pain” as well as the size 
and speed of ROI for each area, and then start to work on the 
area or areas with the highest priority.

We have seen them integrate sales with 
promotion management, marketing and 
supply chain. Finally, Leaders integrate 
finance globally. 



�5

It is important to remember, work on any one area should 
proceed with a vision of eventually applying advanced analytics 
enterprisewide. Otherwise, you will create obstacles to integrated 
performance in the future and foster an internal silo mentality 
with its inherent conflicts and an overall performance below 
expectations.

Whether tackling one area of greatest opportunity or creating 
a vision of an ideal end state, there are four salient traits that 
define Leaders. They are:

1.    Enterprise data practices that ensure information is accurate, 
current, and synchronized so managers can rely on it when 
they make decisions

2.    Analytical software tools refined to work properly and 
focused on the key issues that significantly improve revenue 
and profit growth 

3.  Re-design of processes for continuous improvement 
facilitated by advanced analytics

4.    Senior executives’ passion for fact-based decision 
making, which starts to permeate the corporate culture, 
rewarding outcomes and building skilled leadership 
from within.

The few companies that have already adopted advanced 
analytics, the Leaders, have already achieved a substantial 
performance advantage—and they are only partially done. 
The companies that move now to use advanced analytics 
can still win early adopter benefits and may become Leaders 
in the near future. Companies that delay will operate from 
an increasingly weakened position, and may find it difficult 
to catch up later. 
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