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Decision Analysis Services Ltd , Foresight and tips of the hat

Decision Analysis Services Ltd (DAS) is a team with a

c shared vision of solving strategic challenges facing
government and industry decision makers using
decision analysis services ltd systems modelling and simulation methods
m 4Sight Associates is a management consultancy with
i diverse industry experience seeking to create more
T fact-based, dynamically informed and shared strategy
& ASSOCIATES for brand leaders.

We have also worked for and as part of several key
organisations also actively involved in tackling the
types of challenges we are describing:

e Vanguard Strategy
 Strategy Dynamics Ltd
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Focus of the presentation

* We are supporting some of the world’s biggest brands in developing and
monitoring their marketing strategies

* Our analysis informs multi million pound investments
* Our analysis is based on system dynamics with models linking to big data sets

* Our clients have adopted the language of SD, and have rolled out our
analytical methods across numerous territories

* We are going to talk today about the basis for our analysis, successes and
scope for the future

Augmenting your capability to make that critical decision

Copyright © 2014 DAS Ltd
Slide No. 3




Objectives — bridging the gap

* Our client executives have helped explain what we hope to convey today:

— “This is a bridge that helps us connect the Business Goals of key stakeholders with
the Actions that business managers can actually manage..”

— “This is a scenario-painting tool that allows us to test our future ambitions against
current reality of our brand’s strengths and weaknesses — so we know what we have
to do to close the gap.”

— “This is a tool to enable scaling up of marketing programs — one thoughtware set
traveling across many markets with similar growth pathways.”

— “It provides common language across different parts of the System — Planning &
Execution, Marketing & Operations, Global Teams and Local Teams and so on. By
providing common language it provides the basis for a unified vision of future goals
and also the means to achieve them.”

— “It allows us to do end-to-end planning, execution and tracking of results through
one platform and set of metrics, all of them grounded in consumer targets.”
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We will be looking at fast moving consumer goods

* Brands need to connect
to consumers through:
— Purchasing habits
—How they consume
—Product attributes
—Brand essence
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FMCG brand influences can be complex — purchasers vs consumers

Purchaser is consumer perspective

i

oA o

SEL el

Tutmen i U5
s

.
= S
. -

s

Augmenting your capability to make that critical decision Copyright © 2014 DAS Lid

Slide No. 6




Strategic planning process creates tensions and challenges

The planning process

Potentially useful data

Focus:
How much (volume/£)

Required
corporate
returns

Corporate strategic
planning

Brand team
strategic planning

Focus:

Where/ How to (consumers, volume, £)

a

Market data and macro
drivers

Shipment data

Corporate financials

=

Consumer transactional
data

Consumer behavioural and

attitudinal research data
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Consumer level data comes in many forms — for some retail brands,
transactional data may not provide the right knowledge

Consumer transactional N “‘f L8 Consumer behavioural and
data S attitudinal research data
*  Panel-based * Sample continuously recruited - panel-based
*  Typically shopper focus sample if you are lucky
e Often syndicated sources e.g. Nielsen * Detailed snapshot surveys conducted e.g.
* Detailed purchase habits, SKUs day/week in life
* Often hard to capture all purchase *  Often bespoke to the firm
opportunities * PLUS a lot of ad hoc data capture

*  Surveys/conjoint
*  Focus groups
* Social media research

e —

* We have found firms primarily use the panel data for tracking — focus on a few key queries and
reports

* Data may be used to “inform” business planning but through a series of disconnected ad hoc
analyses

* We set ourselves a challenge “squeezing” as much out of the data and constructing our analysis
through the lens of the business planning need
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What can consumer behaviour and attitude data look like?

* Example : Monthly brand tracking study which is conducted globally
— Reaches 21% world population
— Covers 90+% of market volumes
— 85 markets

* Tracks consumers’ awareness, stated behaviour, and brand image of categories
and brands

Consumption Brand Brand attitude
frequency awareness ratings

Product
Future Advertisin
attribute g

Consumption ’ awareness
rating
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What do we need to do?

Design Brand Resource Agree market drivers Explore growth pathways and
Architecture and other externalities strategy

* Create a meaningful « Understand how this * ldentify how to

consumer segmentation segmentation make up capture/defend our
* Implement a model will change through consumers to reach the
* Calibrate across data external forces corporate targets

sources

e e —

* We have adopted a systems approach starting with a simple strategic
architecture
— Treat consumers as resources

— Building size of valuable segments requires moving or increasing the flow
between the right segments
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Non-SD teams get bath tub dynamics

Lesson:

Bath tub descriptions of our
systems of study are a great
way to communicate to brand
teams

Non Brand Users
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The combination or resources and flows provides a framework for defining
growth levers

| b

I
Start Increase
No brand Some brand A lot of brand
consumption consumption consumption

Prevent stopping Prevent decrease

Brand Consideration and Preference i.e. consumer attitudes define the current
growth potential for the Brand to.....

. Lesson
e Attract consumers to it

Simple stock flow visualisations are
insightful and can become the new
language of stakeholders

 Attract increased consumption
* Prevent loss of consumers or consumption
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For understanding the future, we mine our data sources to create our model -
using SD toolsets for simulation

Tracking 1 o0 g hi * 5 brands of interest
—  —— S~ growt EVers Industry Volumes ,
P « 5 brands of interest N Vislurere
.ﬂm —> » 10 age groups calibration

e 7 ethnicities

Brand Volumes
Tracking 3

—H Core Brand Trends

Behaviour segment 1
breakdown (%) J

Brand forecast Volume forecast

1

Category Trends

(-}
~ T * Experiments

8 growth levers

Other l_ﬂ Pobulation trends « 5 brands of interest
sources 2 * 6 behaviour groups
S— + 10 age groups

* 10 age groups .

2 7 ethnicities
» 7 ethnicities

Census
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The core SD consumer model can be relatively simple albeit heavily arrayed

Representation of the consumer behaviour segmentation dynamics

Initial Consumer %/, ,@
Breakdown -

N

Initial Consumer -~-__
Breakdown % T-.

Consumers rate Jonstymer

O
L J
Consumer Current Trends By

Breakdown Behaviour
Outflows Segments

Lever switch Consumer
matrix Breakdown Flow
switch in interim

/\
Leveragg

Switch In

Leveradg® Switch In Leverage Switch Growth Lever
interim Magnitude

Leverage Switch Leverage Switch
Matrix Normalised Matrix Outflow

Augmenting your capability to make that critical decision

Copyright © 2014 DAS Ltd
Slide No. 14




We build up our targets across the strategic architecture — unlikely to rely on a
single segment/growth lever

Our behavioural segmentation

Additional volume

Simplified and disguised

'y I
Start
No brand
consumption

Prevent stopping <

* Two questions:

— How did we decide on how many consumers to target?

Some brand
consumption

Increase

Prevent decrease

A lot of brand
consumption

— What marketing activities can capture them?

Expand the category -
Incr. vol. share light users | [
Penetrate heavy refusers !
Loyalize heavy users | .
Penetrate light users | N

Incr users category volume

Tot. growth opportunity _
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We can mine the panel attitudinal data to better understand our relationship
with consumers — how many consumers

A brand relationship hierarchy

* Many firms and market research agencies use
these type of brand relationship measures e.g.
Millward Brown’s Brand Dynamics

* Built through business rules based on variety of
attitudinal questions

* Shape of these relationships will vary markedly
depending on brand performance and market
development

* We further combine with questions about
consumers future intentions
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Using the relationship hierarchies helps us debate and experiment with
growth opportunity strategies

/Prevent lever Growth lever \

Consumers that may leave: 111k 3.7 m consumers Consumer opportunity: 722k

Target
consumer
segment

Simplified and disguised

33%

0% —T—0% 21%

I . I really

All | get... Its OK llike it | Ilove it .
& love it All lget.. I1tsOK llikeit | tloveit | \realV

love it
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The same data sources can provide rich information on how the consumers
are different

Simplified and disguised

Ko Aot of brand
consumplen

35% - Heavy Loyals .
? m= Heavy Loyals .y ¥ PPT difference Exost o
30% - @ Risk
25% -
20% -
15% -
10% -
0% T T L, T T T T T T T T T T T T
3 £ = = = = g iy £ il = =1 = = 2 ) g
_5% _
Lesson

Maintain coherence of the data sources — provides a structurally
integrated view

(73]

Pro

Heavy Loyals 26% 9% 12% 16% 29% 10% 14% 16% 17% 29% 14% 31% 10% 16% 8% 22% 13%

Heavy Loyals

@ Risk 20% 7% 14% 16% 21% 13% 13% 14% 12% 25% 11% 21% 7% 17% 7% 20% 11%

B

T By B
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How have we used these types of models — a stepping off point for a common
language and approach across the company

Strategic Challenges Training

= -F-3X -k -1-1-—-

Lesson — r )\
& '/ ,w,',':‘wléé ¢/ Dy r,) = >y
Start small — educate and - | ol —— &
. No brand Some brand A lot of brand
build Create a core consumption consamption consumption
language et cton J .| Balance of investment/ Prioritisation
pping < Prevent decrease <_

Embedding the toolsets N = =

i —zv '.h = B Ed*li v =

gy W P et ot W et . o—er |
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Reflection:
System Dynamics moves Big Data from dashboard to “What If...?”

Big Data is typically used to extract and display segmented volumetrics

Segmentation

Big Data w
\ Flows, < SD Model, > O

Brand Switches Interface

In many instances it is also
possible to extract flows and
switches from Big Data

Combined with a
constructive model it,
can be used as a
predictive tool for
strategic planning

SD thinking can
inform design of
the data that is
collected
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Challenges:
We would love truly longitudinal consumer behaviour and attitudinal insight

* True cohort modelling remains a challenge

— Cost
— Sample retention

* Pharmaceutical industry is the exemplar here

Pharma data example

* 144 million records Rx
« 22 million episodes
* 15.8 million patients

« 70 months of patient data
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Challenges:
We can never lose sight of the usual modelling challenges

Useful
A * Creating a right-size model
* Big data can lure you in
* Segmentation trade offs
- Trend to finer segmentation in tactical marketing
- The segment of “one” starting to appear??
>
Complexity
Y
Confusing
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Summary

* System dynamics is being used by some of the worlds biggest brands to support
multi £ million investment decisions
* Important lessons
— Bath tub descriptions of our systems of study are a great way to communicate to brand teams

— Stock flow visualisations are insightful and can become the new language of stakeholders and the
datasets themselves

— Forces coherence of the data sources — provides a structurally integrated view

— SD has delivered end to end planning from
corporate volume goals =»growth strategy =» targeted consumers =»profiles =»activations

— Start small and educate. Embedding the thinking in the core toolsets and processes takes time
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