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The IBP advantage:

a roadmap for marketing
and product teams to
collaboratively deliver
SUCCESS

Part 2: the scope of portfolio management

Imagine the possibilities,
realize the potential .®
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Portfolio management:
the opportunity to get it right

While many organizations perform a regular deep dive portfolio performance review, at some

point, it’s important to ask why, and what does it actually achieve?

Using a Portfolio Review process as an
annual event or as a knee-jerk reaction

is relatively common practice, and with

SO many organizations being siloed and
lacking integration, this approach is never
really going to be all encompassing. Even if
done annually, it has a lengthy preparation
process and there will be gaps in data and
likely an incomplete picture is created with
which next steps and future investment
decisions are made.
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Doing portfolio analysis as a one-off or
initiative-based activity is less than ideal. If a
business also has portfolio plans that are not
actively integrated into investment decisions,
customer, and go-to-market plans, as well
as the route-to-market response to deliver
them, they are likely to fail. The amount and
the pace of change that many categories
and markets are now experiencing means
that stand-alone one-off exercises are likely
to mean a loss of agility and consequential
loss of performance as the market and their
competition leave them behind.
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One-off Portfolio Reviews typically occur
when other functions such as supply chain
or the management team decide to take a
lead and propose cuts from the tail looking
from a one-dimensional perspective.

This could be purely a manufacturing or
supply chain perspective instead of truly
understanding the market environment,
customer requirements, and consumer

needs as well as the challenges seen in

THE OLIVER WIGHT WHITE PAPER SERIES

producing and distributing the product.
This leads to unnecessary costs, poor
project execution, and inconsistencies in
business performance. We also typically
experience the sales organization ignoring
the decision and continuing to sell delisted
products to customers, or the marketing
team being protective over discontinuing a
much-loved brand or SKU.
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Some common problems with
disconnected Portfolio Reviews are:

e Missing out on overseeing the
competitive landscape

e Poor visibility of projects and
product/service performance

e Productivity gaps due to insufficient
task automation

e | ong development times and lack of
innovation

¢ Inventory and cashflow issues
caused by ballooning portfolios

e Perceptive or personal prioritization
of projects due to a lack of proper
KPIs to measure success, making it
high-risk to keep the wrong item in
the portfolio

What organizations should be doing is
actively monitoring portfolio performance
and managing the portfolio, focused on
changes. This needs to be led by the
commercial team to continuously protect
the impact to the Profit & Loss (P&L),

with monthly rigor for alignment and
decision-making. It must also be integrated
into the business roadmap to deliver the
overall strategy.

e Overly complex alignment process,
or no process, which leads to a lack
of consensus

¢ Limited focus on portfolio complexity

e Maintaining the “healthy portfolio”
but lacking a robust business
process and the guiding strategy to
support and execute it accordingly

e Lack of discipline, time, and
resources to review congruence with
the success criteria

Our advice would be to spend some

time thinking about, designing, and then
implementing the right approach and
cadence to make this more dynamic and
less of a set piece, all-consuming event in
line with the nature of your portfolio and
market. The right cadence and capability
will enable strong brand-building over longer
time horizons and thus healthy portfolios.
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How 10 assess the
nortfolio mix

Striving towards the right portfolio mix for the future can be challenging as it is influenced by
internal and external factors. There needs to be robust process rigor to monitor these changes
in order to sustain a healthy portfolio.

High-margin products or impulse products often require high advertising investments to

avoid volume loss. The usual business paradox, however, is that volume loss often results

in cutting advertising investments to deliver annual P&L targets. Such a conflict needs to be
understood in line with the overall business impact and addressed. The right insight brought by
a multifunctional team is critical to ensure decision-making is right for all parts of the business
and in alignment to key drivers such as consumer or customer needs.

A proper review of the portfolio health highlights issues and enables leaders to make informed
decisions on where to best reduce costs to improve portfolio performance. This is where the
Portfolio Review as part of Integrated Business Planning (IBP) helps leaders to deliver long-
term ambition while still hitting year-end budgets. Insight teams, revenue growth management
(RGM), or commercial finance teams should play a key role in supporting the input to the
portfolio step, to build plans that nurture a healthy portfolio or service offering. Critical elements
such as pack and price architecture would be a good example here. The focus should be on
selling the right pack at the right price in the right place for the right occasion and will provide
some guard rails for portfolio life-cycle choices.

When cross-functional teams work together they can:

e Ensure they have the right product e Review the total range looking at
and pack configuration for targeting items/Stock Keeping Units (SKUs)
the right occasion or demand space where they access the same

occasion or demand space, and
make decisions to remove duplication
to rationalize/optimize the range

e Build packs that make accessing
category entry points and demand
spaces easier

As a result, this will improve the health of the product or brand and increase sales and
profitability. There are many different portfolio assessment models in place - with the core
model being the Product Quadrant Analysis or PQA.
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Figure 3: Product Quadrant Analysis (PQA)

This PQA model provides a fairly simple but good framework to operate with the current
portfolio based on the product position. It is important to adapt the model to different metrics or
KPlIs (e.g. volume, profit, net sales (NS), costs, and market share) or any of the relevant business
dimensions. By varying the measures, you can look through several lenses.

The four quadrants define the current state of the products within the portfolio and then allow
for key plans and decisive action to move them into the top or top-right quadrant over time.
However, a certain level of complexity is often key to staying successful, such as looking at
different dimensions.

The Portfolio Review isn’t the place to build the model it is the meeting to ratify the
recommendations and decisions that result from the model. It allows organizations to make the
right decisions on how to manage the low performing items and “sleeping blockbusters”. This

is done by considering whether they require the same - if not more - attention to be sold, held in
the marketplace, or produced, as well as managing the stock at low performance. This binds the
resources needed to think about how to translate the “sleeping blockbusters” or “high potential”
items into “blockbusters” to drive growth. A structured approach and rigid process is required.
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Leadership teams tend to step away from unpopular decisions to delist items that might, at

first glance, create gaps with sales or may even result in removing equipment in the plants,
impacting headcount. It is essential that portfolio decisions are aligned with all cross-functional
counterparts as part of the IBP process. Where done well they are planned beforehand and any
gaps that a delist creates have a strong mitigation plan in place well in advance of the short-
term impact to the P&L.

“Some years ago, Wrigley’s (as part of the Mars corporation)
went through a European portfolio review process,
adjusting their entire gum portfolio - removing unnecessary
complexity and setting up a healthy portfolio for the region,
developing strong guiding principles, and following up these
principles closely and ongoing in the monthly Portfolio
Review.

This was a game changer for Wrigley’s, allowing them

to reinvest the savings into growth activities. In addition,

Wrigley’s created a great portfolio database for all markets

to access, pick, and choose from the “right” portfolio,

holding everyone involved in the IBP process accountable >

/\/
in following the guiding principles.” e L I
o l I'l 1. I 1 ||

Alexandra Lott, Consultant; former Director Business
Transformation European Turkey & CIS and

Lead of Regional PMR Mars GmbH '
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Trigger points to align
and decide in the
Portfolio Review:

As mentioned in part one of this white paper series, we need to ensure through brilliant
inputs and where needed, feeder meetings, we bring the right insight, recommendations,
and decisions to the Portfolio Review and not spend time generating or questioning the
integrity of the data within this forum. We should be doing pre-work to think about the
following trigger points/questions:

1 Where does each item belong in the portfolio?

Use the Product Quadrant Analysis to guide the recommendation and action.

2| What are the “must have” items?

Depending on the industry segment it can be driven by competition, customers, consumer
needs, supplier requirements, or space available in stores. Sometimes, for example in pharma
organizations, even though these are “low performers” they might be mandatory based on
governmental restrictions.

3| External driven portfolio change requirements.

For example, alert on a potential competitive threat,
or key legislative changes that impact

the portfolio (eg plastic tax)
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4| What are the “TRUE” costs per item?
a Determine the cost to serve from a commercial perspective.
b Determine the financial implications for plants, logistics, and procurement.

¢ Determine the costs of complexity in supply chain including related inventory.

d Determine the potential for re-pricing of some items in the portfolio.

5‘ Whatis needed to move items to new quadrants
(e.g. by looking through the options on Price,
Products, People, Place, Promotion)?

6‘ Which items can be taken out or be replaced whilst
considering all business implications?

7| Is there an urgent need for “cutting the tail” for a
quick financial win? Supported by cross-functional
input and market research data.

8| Define guiding principles for the portfolio on how to
maintain it at the right level.

a For example, how many activities per year can be managed and what kind of activity?
Such as promotion intensity, renovation, improvement, updates, or new innovation for a

given timeframe.

b Delist low-performing items at a certain threshold.

¢ Launch approval for new portfolio items given in the Portfolio Review only once certain
business case criteria are met e.g. pre-defined volume, annual net sales, or margin before
an item can hit the marketplace.
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In conclusion

We have now identified how conducting

a continuous process drives agility and
performance and have set out some
parameters on how to look at the portfolio
through different lenses.

There is a huge opportunity for
organizations to think far more broadly on
the shape of the portfolio to ensure they
remain relevant today and in the future.

In part three of this white paper series we
will focus on how to drive profitable growth
through integrating portfolio and innovation
management into IBP, where we will hone in
on innovation strategy and management.

Ben Collins
Partner at Oliver Wight

Alexandra Lott

Consultant; former Director Business
Transformation Europe, Turkey & CIS
and Lead of Regional PMR Mars GmbH
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About Oliver Wight

When you talk to Oliver Wight about improving your business, we’ll
assume you want results, not just better processes - things like increased
revenues and margins and greater market share. If you have the ambition, it
is possible to make improvements that truly transform the performance of your
organization and create more fulfilling roles for the people within it. We believe
this can only be delivered by your own people. So, unlike other consultancy
firms, we transfer our knowledge to you; knowledge that comes from over

50 years of working with some of the world’s best-known companies.

Oliver Wight has a long-standing They will coach, guide and inspire
reputation for innovation and we your people to drive change
continually challenge the industry throughout your organization,
status quo, so you always get the allowing you to create a culture
latest in new thinking. Your Oliver of continuous improvement and
Wight partners will use their real- innovation that simply becomes for
world experience to ensure your you ‘the way we do things around
people, business processes and here’. It's a proven, sustainable
technology are fully aligned and approach that will deliver results
integrated right across your straight to the bottom line.
organization.

OLIVER WIGHT

Oliver Wight EAME LLP
Corinium House, Barnwood Point,
Corinium Avenue, Gloucester GL4 3HX

T: +44 (0)1452 397200
E: hello@oliverwight.com

www.oliverwight-eame.com

Oliver Wight Asia/Pacific

Ground Floor, 470 St Kilda Road,
Melbourne, Victoria 3004, Australia

Oliver Wight Americas Imagine the possibilities,
o M o realize the potential.®

We use the term 'partner" to refer to both individual members and the authorised representative of corporate members of the LLP. A list of the members of the LLP
(and their authorised representative) is available at our registered office.

The information contained within is proprietary to Oliver Wight International and may not be modified, reproduced, distributed or utilised in any manner in whole or
in part, without the express prior written permission of Oliver Wight International.



