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I N THE BATTLE FOR market share in the
consumer packaged goods (CPG) market,
large players have been challenged recent-
ly by nimble niche competitors, as well as
by traditional and online retailers that use
their data advantage and direct consumer
connections to push private-label or
alternative brands. But these companies
have multiple ways to counterattack, one of
which is to use artificial intelligence (AI)
and advanced analytics to transform their
own data into valuable insights. (See “How
Big Consumer Companies Can Fight Back,”
BCG article, September 2017.)

To understand the value, impact, and chal-
lenges of adopting AI and advanced analyt-
ics for CPG companies, we conducted a
joint study with Google in which we inter-
viewed executives at 25 medium- and
large-size fast-moving-consumer-goods
players and 5 niche brands, as well as ap-
proximately 100 industry experts world-
wide. (See the sidebar.) We found that by
using AI and advanced analytics at scale,
CPG companies can generate more than
10% revenue growth through more predic-

tive demand forecasting, more relevant
local assortments, personalized consumer
services and experiences, optimized
marketing and promotion ROI, and faster
innovation cycles.

But this value still eludes most large CPG
companies. Although nearly all those we
interviewed had started experimenting
with AI and advanced analytics in their
core business, none had scaled even one
application. They cited multiple organiza-
tional roadblocks, from timid support on
the part of senior executives to poor data
governance and a lack of taxonomy (that is,
an agreed-upon data framework), as well
as fragmented teams and a failure to
anticipate fully the impact on jobs and
ways of working that AI and advanced
analytics will have.

Indeed, reaping the benefits of these tools
requires sustained, coordinated effort to
overcome such barriers. It also requires
CPG companies to direct their focus on
three to five high-priority areas as opposed
to dozens.


https://www.bcg.com/publications/2017/strategy-products-how-big-consumer-companies-can-fight-back.aspx
https://www.bcg.com/publications/2017/strategy-products-how-big-consumer-companies-can-fight-back.aspx

STUDY METHODOLOGY

Interviews with chief digital officers,
chief information officers, and general
managers of 25 global CPGs (8 of which
are among the top 10 global players)
and 5 niche brands

Some 100 interviews with industry and
Al experts along the various functional
applications

Analysis of existing market research and
industry publications

Putting Al and Advanced
Analytics to Work

CPG companies can increasingly access
vast amounts of information, from tradi-
tional enterprise data (via their finance
and operations departments) to consumer
data (especially online behavior) to part-
ner data (typically by way of panels, retail-
ers, insight partners, and others)—even
data generated from sensors and Internet
of Things (IoT) applications. So far, howev-
er, they have neither treated this data as a
strategic asset to be protected and nur-
tured nor applied it in ways that would
have a concrete impact on their business.

By using Al and advanced analytics tech-
niques, brands can generate actionable
insights from such data. The most obvious
application for AI and advanced analytics
techniques is making predictions, such as
the level of demand for a new product, the
estimated impact of a marketing campaign,
or the emergence of a new consumer trend.

We have identified about 30 applications
that brands can use to harness Al and ad-
vanced analytics to boost their business.
They touch all functions in a CPG organiza-
tion, from marketing and insights to opera-
tions, sales, and support. They can also be
used to power new, innovative services
such as personalized assistants and recom-
mendation engines.

Out of these 30, we singled out 10 primary
applications that represent most of the Al

Outside-in evaluation of the value of
each application, based on BCG project
experience as well as CPG and non-CPG
benchmarks

Outside-in assessment, along with
company self-assessment, of each CPG’s
progress within the BCG Al maturity
framework

and advanced analytics opportunity for
CPGs. When deployed at scale, they can re-
sult in more than 10% growth in sales. (See
Exhibit 1.) Four of the ten were cited most
often by those in our study and are consid-
ered “must-haves” in all CPG categories:

1. Demand forecasting for existing and
new products by SKU and region

2. ROI measurement for predicting the
impact on sales of advertising and
promotional spending

3. Data-powered sales activation for
identifying the right retail outlets/points
of sale at which to activate the applica-
tions and the right set of sales actions
to take at the point-of-sale level to
maximize market share

4. Optimized product assortments at the
individual store level

The other six applications are considered
sector-dependent, as impact and imple-
mentation complexity can differ widely
among sectors such as beauty, food and
beverage, and consumer health care:

5. Trend predictions for product
development

6. R&D and testing acceleration (in silico)

7. Dynamic, localized, personalized
pricing and promotions
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EXHIBIT 1 | Ten Al Applications Drive Most of the Growth in CPG
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Note: Sales increases correspond to the potential top-line impact of fully implementing a particular application.

8. Precision marketing
9. Personalized consumer engagement

10. AI-powered diagnostic and recommen-
dation services

Notably, these applications include trend
predictions, which are most relevant to sec-
tors characterized by short time to market,
such as beauty, and by dynamic pricing
and promotions, which, to implement ef-
fectively, require frequent negotiation with
retailers (something that is rare in food
and beverage, for example).

While determining which AI and advanced
analytics applications would be most effec-
tive is relatively simple, deploying them
across the organization is a task that still
eludes most CPGs. Of the 30 CPGs in our
study, all had started working on at least
one Al and advanced analytics application
and half of them on four or more. (See
Exhibit 2.) But none had taken a single ap-
plication and administered it throughout
the organization.

Barriers to Scaling Up

Most of the CPG executives we interviewed
for our study said scaling up AI and
advanced analytics—and making sure

they’re adopted—is now a key topic of
discussion among senior leaders. But they
also cited a number of challenges. Scaling
up even one application is difficult, with
significant investment and managerial
efforts required across the organization.

It is typically necessary to build a small
proof of concept (PoC) for a specific appli-
cation on a specific brand and in a specific
country. But deploying that PoC at scale
will often require work on multiple fronts:
on the Al and advanced analytics them-
selves, so that they’re robust enough to be
deployed globally across the entire organi-
zation; on the data, to solidify its quality
and standardize its taxonomy across coun-
tries and brands; and on existing IT sys-
tems, which may be made redundant by
new Al and advanced analytics applica-
tions or require significant changes before
they can either provide or receive data
from the applications.

Other areas that need attention include ex-
isting business processes, managerial rou-
tines, and job descriptions, because Al and
advanced analytics will alter any current
decision-making processes, automate man-
ual tasks and calculations, and in the pro-
cess, change the day-to-day duties of a
large number of employees and managers.
And finally, talent and skills, because build-
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EXHIBIT 2 | Most CPGs Have Begun the Al Journey
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among the top 50 CPG companies in the world.

ing and maintaining applications requires a
talent pool (data scientists, engineers, and
analysts) that CPGs will need to at least
partially develop to avoid relying solely on
third-party vendors.

In considering these difficulties, we identi- e
fied six distinct roadblocks to effectively
scaling up AI and advanced analytics at

CPG organizations:

e Lack of Vision. The organization
makes only a limited effort to evaluate
the impact of AI and advanced analyt- °
ics, along with the associated size of the
prize, and to educate senior manage-
ment accordingly, which limits the
willingness to invest.

e Insufficient Prioritization. This
leads to a “PoC explosion,” which
dilutes efforts. The organization launch-
es multiple small tests with various
vendors but performs no follow-
through. It also fails to put the neces- °
sary effort into industrializing, scaling
up, and rolling out the application.

e Talent Gap. Difficulty identifying,
recruiting, and retaining the right talent
(data scientists, engineers, analysts)
leads to an overreliance on outside

vendors, which makes it hard to control
the execution. Meanwhile, the organiza-
tion makes multiple attempts to
develop local expertise, but it often
lacks critical mass.

Limited Data Governance. The
organization has no processes in

place for data management, quality, or
ownership, nor does it have common
(cross-division, cross-country) data
taxonomies to facilitate scaling up.

Underestimated Impact. The organi-
zation misjudges the level of invest-
ment required in change management
and in shoring up any related skills. It
fails to fully anticipate the impact that
AI and advanced analytics will have on
existing business processes, decision-
making processes, and managerial
routines, as well as on employees’ daily
jobs and required skills.

Inadequate Market Specificity. The
organization doesn’t consider how
digital ecosystems, data availability,
channel dynamics, and vendor capabili-
ties vary across markets. It also fails to
recognize the differences in require-
ments, priorities, and constraints among
different markets.
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Embarking on the Journey

Scaling up AI and advanced analytics
applications and building related capabili-
ties is typically a two- to three-year process.
(See Exhibit 3.) Before they get started,
brands need to take a number of steps to
avoid common roadblocks and ensure
quick implementation.

NARROW DOWN THE CHOICES

CPGs need to focus on just a handful of ap-
plications. Launching 10 to 15 initiatives
simultaneously makes it more likely that
those initiatives will get stuck at the PoC
stage—in part because the attention of the
senior managers overseeing them will be
spread too thin. Companies that focus on a
handful of opportunities (those with the
greatest feasibility and potential impact)
have a better chance of delivering them at
scale. For example, a global fashion brand
selected two areas to focus on: personal-
ized consumer engagement and store as-
sortment. This allowed the brand to make
the necessary investments in data science
and IT resources. It also ensured that there
would be enough senior-level engagement
to make the initiatives succeed.

GET HIGH-LEVEL BUY-IN
Before launching any application, compa-
nies need to ensure that it will actually get

traction. Top executives (typically country
or brand general managers or above)
should be willing to sponsor and pilot an
application in their division or geography,
and a senior business leader should be
able to dedicate 20% to 30% of his or her
time to steering its development. Brands
should also work to ensure that there is sig-
nificant interest among the local team
members who will help launch the applica-
tions. Delivering an end-to-end AI and ad-
vanced analytics solution will add to their
workload—and in the process will end up
significantly challenging existing habits
throughout the organization.

ASSESS BUILD-VERSUS-BUY CHOICES
Multiple vendors offer ways to address spe-
cific issues with off-the-shelf (or semi-
customizable) Al and advanced analytics
software. While an off-the-shelf solution of-
fers the advantage of speed, it comes at the
expense of intellectual property ownership.
It will also lack the functionality of a
custom-built solution, as well as any inter-
nal understanding that would come from
building it in-house. CPGs should deter-
mine early on the areas best served by ex-
isting software and those for which it
would be best to build their own solutions
(potentially with partners, as long as they
own the IP). These decisions should be

EXHIBIT 3 | Typical Process for Scaling an Al & Advanced Analytics Application
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based on the criticality of the process ad-
dressed as well as the company’s data ad-
vantage over its vendors. (See “The Build-
or-Buy Dilemma in AI,” BCG article,
January 2018.) For example, a beauty com-
pany chose to build a custom solution for
predicting market trends that was specific
to its categories and hosted in its own envi-
ronment. This allowed the brand to main-
tain complete control over a tool that could
one day become a competitive advantage.

ADDRESS MARKET-SPECIFIC NEEDS
Consumer behaviors, digital ecosystems, and
access to data assets have evolved in signifi-
cantly different ways across major markets.
Any market-specific constraints or require-
ments need to be tackled early on, or the or-
ganization risks encountering showstoppers
late in the design or implementation phase.

PREPARE FOR IMPACT

Deploying AI and advanced analytics solu-
tions at scale typically requires building
new technology environments (to feed,
host, and maintain algorithms), adapting to
the current ecosystem (for example, by re-
placing existing expert systems in some key
functions, such as operations), and stan-
dardizing efforts around data structure and
taxonomy. Such actions don’t need to be
taken during the prototype phase, but they
should be prepared for if a company wants
to avoid having to scrap everything and be-
gin anew after a first pilot has proved suc-
cessful. For example, while it’s not neces-
sary to clean and structure a global SKU
database before prototyping a demand-
forecasting solution, it is important to cre-
ate a first draft of a common taxonomy to
describe related products.

MANAGE THE CHANGE

Introducing AI and advanced analytics
solutions systematically challenges any ex-
isting decision-making processes and, in
some cases, drastically reduces or even
eliminates the time it takes to complete
certain tasks. For example, a luxury goods
company found that an effective demand
forecasting engine led to a 60% to 80% re-
duction in the time its supply chain depart-
ment spent on daily demand planning. To
avoid organizational resistance, companies
need to effectively communicate to their
staff the impact of AI and advanced analyt-
ics ahead of time and give teams perspec-
tive on how these applications will affect
their jobs and ways of working.

D EPLOYING SELECT Al and advanced an-
alytics applications can yield signifi-
cant benefits in the short term, but the
broader opportunity for CPG companies
lies in how these applications will help put
the consumer at the center of their operat-
ing model. CPG companies can use Al and
advanced analytics to translate consumer-
related data into insights and then disperse
those insights throughout the organiza-
tion—from product design to supply chain
to marketing and sales.

To achieve that goal, investments in AI and
advanced analytics will not be enough. It
will require significant changes to ways of
working throughout the organization, from
board-level decision making to shop floor
operations. It’s a long journey, but CPG
companies can start small by focusing on a
few applications and relentlessly pushing
them from end to end.

THE BOSTON CONSULTING GROUP ‘ UNLOCKING GROWTH IN CPG WITH Al AND ADVANCED ANALYTICS


https://www.bcg.com/en-us/publications/2018/build-buy-dilemma-artificial-intelligence.aspx
https://www.bcg.com/en-us/publications/2018/build-buy-dilemma-artificial-intelligence.aspx

About the Authors

Guillaume Charlin is a senior partner and managing director in the Paris office of The Boston Consult-
ing Group. You may contact him by email at charlin.guillaume@bcg.com.

Jeff Gell is a senior partner and managing director in BCG’s Chicago office. You may contact him by email
at gell jeff@bcg.com.

Nicolas De Bellefonds is a partner and managing director in the firm’s Paris office. You may contact him
by email at debellefonds.nicolas@bcg.com.

Taylor Smith is a partner and managing director in BCG’s New York office. You may contact him by email
at smith.taylor@bcg.com.

Vincent Lui is partner and managing director in the firm’s Hong Kong office. You may contact him by
email at luivincent@bcg.com.

Julien Bellemare is a project leader in BCG’s Paris office. You may contact him by email at bellemare.
julien@bcg.com.

Jimmy Royston is a principal in the firm’s New York office. You may contact him by email at royston.
james@bcg.com.

Cindy Sehili is an associate in BCG’s Paris office. You may contact her by email at sehili.cindy@bcg.com.

The Boston Consulting Group (BCG) is a global management consulting firm and the world’s leading advi-
sor on business strategy. We partner with clients from the private, public, and not-for-profit sectors in all
regions to identify their highest-value opportunities, address their most critical challenges, and transform
their enterprises. Our customized approach combines deep insight into the dynamics of companies and
markets with close collaboration at all levels of the client organization. This ensures that our clients
achieve sustainable competitive advantage, build more capable organizations, and secure lasting results.
Founded in 1963, BCG is a private company with offices in more than 90 cities in 50 countries. For more
information, please visit bcg.com.

© The Boston Consulting Group, Inc. 2018. All rights reserved.
For information or permission to reprint, please contact BCG at permissions@bcg.com. To find the latest
BCG content and register to receive e-alerts on this topic or others, please visit bcg.com. Follow The Bos-

ton Consulting Group on Facebook and Twitter.

10/18

THE BOSTON CONSULTING GROUP \ UNLOCKING GROWTH IN CPG WITH Al AND ADVANCED ANALYTICS



